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ABSTRACT: European funds have played a central role in supporting Romania’s
reindustrialization process by financing public and private investments aimed at
modernization, technological upgrading, and sustainable industrial development. This paper
analyzes the impact of European funding on Romania’s industrial transformation at both
sectoral and regional levels during the period 2014-2023, with particular attention to key
strategic areas such as manufacturing, energy transition, and digitalization. The study draws
on official statistical data from European and national institutions in order to evaluate the
contribution of cohesion policy instruments and recovery mechanisms to economic
competitiveness, employment generation, productivity growth, and structural economic
change.

The empirical evidence suggests that European-funded investments have produced
measurable economic effects. Between 2014 and 2022, labor productivity in Romanian
industry increased by more than 25%, while exports of industrial products expanded by
approximately 40%, indicating a strengthening of the country’s external competitiveness. At
the same time, the share of employment in high value-added industrial sectors rose from 18%
to 26%, reflecting a gradual shift toward more technologically advanced activities. Sectoral
analysis reveals that manufacturing industries, renewable energy projects, and digital sectors
benefited most from European funding, particularly through investments in modern production
technologies, energy efficiency improvements, and digital infrastructure development.

A comparative examination of funding allocations highlights an important shift in
policy priorities at both the European and national levels. The proportion of European funds
directed toward competitiveness, innovation, and digital transformation increased from 21%
in the 2014-2020 programming period to approximately 26% in the 2021-2027 financial
framework. Similarly, allocations for energy transition, environmental protection, and green
technologies rose from around 15% to 22%, reflecting the growing emphasis on sustainable
industrial development within European economic policy.

Despite these positive developments, the regional distribution of European funds
remains uneven. More economically advanced regions have attracted a larger share of
industrial investment, while less developed areas continue to face structural constraints related
to infrastructure, innovation capacity, and labor market conditions. The findings therefore
suggest that although European funds have significantly contributed to Romania’s
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reindustrialization process, achieving balanced and sustainable industrial development
requires a more strategic and regionally differentiated approach. Strengthening coordination
between industrial policy, innovation strategies, and regional development programs will be
essential for enhancing long-term economic resilience and supporting the transition toward
higher value-added production.

Keywords: European funds; reindustrialization; competitiveness; regional
development; Romania

JEL Classification: 014, R11, H54, F36

1. INTRODUCTION

Reindustrialization has become a strategic priority at European level, particularly in the
context of intensifying global competition, rapid technological change, and the twin green and
digital transitions. The industrial sector is once again perceived as a central pillar of economic
resilience, strategic autonomy, and long-term growth within the European Union. In recent
years, European industrial policy has evolved from a primarily market-oriented approach
toward a more strategic framework aimed at strengthening value chains, fostering innovation,
and supporting sustainable production.

For Romania, reindustrialization represents both a structural necessity and a
development opportunity. The country’s post-transition economic model, characterized by
deindustrialization in the 1990s and early 2000s, generated productivity gaps, regional
disparities, and a high dependence on low value-added activities. Although economic growth
accelerated after EU accession in 2007, structural weaknesses persisted, including limited
technological intensity, insufficient research and development (R&D) capacity, and uneven
territorial development.

In this context, European funds have become a key policy instrument for revitalizing
industrial capacity, modernizing production structures, and reducing development gaps.
Through cohesion policy instruments—particularly the European Regional Development Fund
and the Cohesion Fund—Romania has accessed substantial financial resources to support
infrastructure development, SME competitiveness, innovation ecosystems, and energy
efficiency.

The 2014-2020 programming period marked a consolidation of these efforts, while the
2021-2027 cycle and the implementation of the Next Generation EU recovery package
introduced new priorities related to digitalization, decarbonization, and industrial resilience.
These instruments have shifted the focus from basic infrastructure convergence toward smart
specialization, technological upgrading, and sustainable industrial transformation.

European funding has supported investments in transport and logistics infrastructure,
industrial parks, research centers, renewable energy capacities, broadband networks, and
digital public services. At the firm level, grants and financial instruments have facilitated the
acquisition of modern equipment, automation technologies, and advanced production systems,
contributing to productivity growth and export expansion. At the same time, targeted regional
programs have sought to stimulate local economic ecosystems and address territorial
imbalances.

However, the impact of European funds on reindustrialization is neither automatic nor
uniform. Absorption capacity, institutional quality, co-financing availability, and regional
economic structures influence the effectiveness of these investments. More developed regions,
with stronger administrative capacity and pre-existing industrial bases, tend to attract a
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disproportionate share of funds, potentially reinforcing spatial disparities. Conversely, less
developed regions often face challenges in project preparation and implementation, limiting
the transformative potential of available resources.

Against this background, this paper examines the impact of European funds on
Romania’s reindustrialization process, focusing on both sectoral and regional effects during
the 2014-2023 period. By analyzing funding allocation patterns, economic performance
indicators—such as productivity, employment structure, export dynamics, and capital
formation—and territorial disparities, the study assesses the effectiveness of European funds
as instruments of industrial modernization and regional development policy.

The central hypothesis is that European funds have significantly contributed to
Romania’s structural economic transformation, but their long-term impact depends on strategic
coordination, institutional capacity, and the alignment between European priorities and
national industrial policy objectives. Through a comprehensive sectoral and regional analysis,
the paper aims to provide evidence-based insights into the role of European financing in
shaping Romania’s contemporary industrial development trajectory.

2. SECTORAL EFFECTS OF EUROPEAN FUNDS ON
REINDUSTRIALIZATION

2.1 Industry, Energy, and Digitalization

At the sectoral level, European funds have constituted a central instrument for
accelerating structural transformation and industrial upgrading in Romania. During the 2014—
2023 period, financial allocations from cohesion policy instruments—primarily the European
Regional Development Fund (ERDF)—as well as resources mobilized under
NextGenerationEU, have targeted productive investment, technological modernization, and
sustainability-oriented reforms. These interventions must be understood within the broader
strategic framework defined by the European Green Deal and the renewed EU Industrial
Strategy, which emphasize competitiveness, resilience, and decarbonization.

Industrial Modernization and Productivity Dynamics

European-funded programs, particularly the Competitiveness Operational Programme
(POC) and the Regional Operational Programme (POR), have supported investments in
advanced manufacturing technologies, research and development infrastructure, and SME
competitiveness schemes. From a structural perspective, these interventions have facilitated
capital deepening and technological upgrading across export-oriented sectors, including
automotive components, electrical equipment, machinery, and ICT-related manufacturing.

Empirical data indicate that between 2014 and 2022 labor productivity in Romanian
industry increased by more than 25%, reflecting both capital accumulation and process
innovation. The expansion of industrial exports—estimated at approximately 40% over the
same period—suggests improved integration into European value chains and enhanced external
competitiveness. These developments are consistent with endogenous growth theory, which
emphasizes the role of innovation, human capital, and knowledge spillovers in sustaining
productivity gains.

At firm level, co-financed investment projects reduced financing constraints,
particularly for small and medium-sized enterprises (SMEs), thereby stimulating private
investment. The leverage effect generated by European grants contributed to increased gross
fixed capital formation in manufacturing and strengthened cluster-based industrial ecosystems.

Nevertheless, sectoral distribution of funding reveals asymmetries. High-technology
and medium-high-technology industries captured a disproportionate share of innovation-
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oriented calls, while traditional industries—such as textiles, metallurgy, and chemicals—
benefited to a lesser extent. This pattern reflects a strategic prioritization of technologically
advanced sectors but also signals the persistence of structural dualism within Romania’s
industrial base.

Energy Transition and Industrial Sustainability

In the energy sector, European funds have supported the modernization of
infrastructure, expansion of renewable energy capacity, and implementation of energy
efficiency measures in industrial facilities. These investments have been aligned with
decarbonization objectives and climate neutrality targets at EU level.

Funding provided through large-scale infrastructure programs and the National
Recovery and Resilience Plan has played a pivotal role in accelerating transformations within
the energy sector. It has enabled the expansion of renewable energy generation capacities,
particularly in wind and solar power, as well as the modernization of transmission and
distribution networks. At the same time, it has supported initiatives aimed at enhancing
industrial energy efficiency and promoting the adoption of low-carbon technologies, alongside
the deployment of smart grid solutions and energy storage systems.

From a macroeconomic perspective, these interventions contributed to reducing energy
intensity and improving production cost structures in energy-intensive industries. By
mitigating exposure to energy price volatility and carbon-related regulatory costs, European-
funded projects have enhanced industrial resilience.

However, implementation challenges—such as administrative delays, regulatory
instability, and grid integration constraints—have limited absorption efficiency in certain
large-scale projects. This highlights the importance of institutional quality and governance
capacity in maximizing the economic returns of European funding.

Digitalization and Technological Convergence

Digitalization represents a critical dimension of contemporary reindustrialization.
Through Digital Innovation Hubs, research infrastructure projects, and SME digital
transformation schemes, European funds have supported the diffusion of Industry 4.0
technologies, including automation, robotics, artificial intelligence, and data analytics.

The adoption of digital technologies has strengthened process efficiency, quality
control, and supply chain integration. Moreover, digital infrastructure investments—such as
broadband expansion and cloud-based platforms—have improved connectivity and reduced
technological gaps between Romanian firms and their Western European counterparts.

Statistical evidence indicates a significant increase in employment within high value-
added and technology-intensive sectors, suggesting gradual structural upgrading. The
integration of digital services with manufacturing activities has fostered cross-sectoral
synergies, reinforcing the development of innovation ecosystems.

Yet digital transformation remains uneven. Large enterprises and firms located in more
developed regions have demonstrated higher absorption capacity and technological readiness,
while micro-enterprises and firms in lagging regions face constraints related to human capital
deficits, limited managerial expertise, and insufficient co-financing capacity.

Synthesis of Sectoral Impacts

Overall, sectoral evidence suggests that European funds have acted as a catalyst for
modernization, competitiveness enhancement, and green transformation in Romania. The
positive dynamics observed in productivity, export performance, and technological upgrading
support the hypothesis that cohesion policy instruments can generate structural change when
aligned with strategic priorities and supported by adequate institutional frameworks.
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However, the uneven distribution of benefits across subsectors underscores the need for
a more integrated industrial policy approach. Complementary national measures—particularly
those targeting workforce upskilling, research-industry linkages, and support for structurally
vulnerable industries—are essential to ensure balanced reindustrialization.

We may say that, while European funds have significantly contributed to sectoral
upgrading in Romania, their transformative impact depends on coherent policy coordination,
absorptive capacity, and the consolidation of innovation-driven growth mechanisms.

2.2 Statistical Evidence (2019-2023)

The following tables present selected macroeconomic and sectoral indicators reflecting
the evolution of Romania’s industrial performance over the last five years.

Table 1. Industrial Performance Indicators (2019-2023)

| Indicator | 2019 | 2020 2021 | 2022 | 2023 |
[Industry share of GVA (%) | 247 [ 239] 243 231|225 |
|Labour productivity index (2019=100) | 100 | 97 | 103 | 110 | 113 |
lIndustrial exports (EUR bn) | 69 || 72 | 83 | 95 | 102 |
Gross fixed capital formation in industry (% of GDP)| 5.8 | 55 | 6.2 | 68 | 7.1 |

Source: Eurostat (2024); National Bank of Romania (2024).

The table highlights significant structural developments in the industrial sector over the
period 20192023, reflecting both adjustment processes and performance improvements.

First, the share of industry in gross value added (GVVA) shows a gradual decline, from
24.7% in 2019 to 22.5% in 2023. This trend may indicate a relative decoupling of industry
from the broader economy or, alternatively, faster growth in other sectors such as services,
pointing to an ongoing structural transformation.

In contrast, labour productivity in industry follows an upward trajectory after a
temporary decline in 2020 (index 97), reaching 113 by 2023. This development suggests
improved efficiency, likely driven by investments in technology, digitalization, and process
optimization.

Industrial exports display consistent growth throughout the period, increasing from
EUR 69 billion in 2019 to EUR 102 billion in 2023. This trend reflects a strengthening of
external competitiveness and a deeper integration into global value chains.

At the same time, gross fixed capital formation in industry, as a share of GDP, rises
from 5.8% to 7.1%, indicating a sustained increase in investment in productive capacity. This
supports the notion of sectoral modernization and may partly explain the observed gains in
productivity.

Overall, the data point to a reconfiguration of the role of industry in the economy:
although its relative share declines, its internal performance and external competitiveness
improve, supported by higher investment levels and enhanced production efficiency.

Table 2. Energy and Green Transition Indicators (2019-2023)

| Indicator | 2019 | 2020 || 2021 || 2022 || 2023 |
IRenewable energy share in gross final consumption (%)|| 24.3 | 245 || 23.6 | 24.8 | 25.4 |
lIndustrial energy intensity (index, 2019=100) | 100 | 98 || 95 | 92 | 90 |
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| Indicator | 2019 | 2020 || 2021 || 2022 || 2023 |

Public investment in green transition (EUR bn) | 12 | 15| 24 | 38 | 41 |
Source: Eurostat (2024); European Commission (2023); Government of Romania (2023).

The table highlights key developments related to the green transition and energy
efficiency over the period 2019-2023, indicating gradual but consistent progress.

The share of renewable energy in gross final consumption remains relatively stable,
with minor fluctuations, increasing from 24.3% in 2019 to 25.4% in 2023. The temporary
decline in 2021 (23.6%) may be attributed to short-term factors; however, the overall trend is
slightly upward, suggesting a slow but steady expansion of renewable energy use.

At the same time, industrial energy intensity shows a continuous decline, from an index
value of 100 in 2019 to 90 in 2023. This trend reflects a significant improvement in energy
efficiency, indicating that industry is generating more economic output with lower energy
consumption, likely due to technological upgrades and more efficient production practices.

Public investment in the green transition increases markedly throughout the period,
rising from EUR 1.2 billion in 2019 to EUR 4.1 billion in 2023. This dynamic signals a
strengthening commitment from public authorities to support de-carbonization and sustainable
projects, likely playing a catalytic role in improving energy performance and expanding
renewable capacity.

Overall, the data suggest a positive relationship between rising public investment and
improvements in energy efficiency, alongside a gradual consolidation of the transition toward
a more sustainable energy system.

Table 3. Digitalization and High-Value Sector Indicators (2019-2023)

| Indicator 1 2019 | 2020 | 2021 | 2022 | 2023 |

Employment in high-technology sectors (% of total
employment)

Enterprises adopting advanced digital technologies (%) | 22 | 26 | 34 || 41 | 48 |
IR&D expenditure (% of GDP) | 050 | 0.47 | 0.48 | 0.52 | 0.55 |

18.2 || 189 | 21.0 | 23.8 || 25.9

Source: Eurostat (2024); European Commission (2023).

The table illustrates important dynamics in the areas of technological advancement,
digital transformation, and innovation over the period 2019-2023, pointing to a gradual
strengthening of a knowledge-based economy.

Employment in high-technology sectors shows a steady and substantial increase, rising
from 18.2% of total employment in 2019 to 25.9% in 2023. This upward trend suggests a
structural shift in the labor market toward more knowledge-intensive activities, reflecting both
the expansion of high-tech industries and a growing demand for advanced skills.

A similar, but even more pronounced, trajectory can be observed in the share of
enterprises adopting advanced digital technologies. The proportion nearly doubles, from 22%
in 2019 to 48% in 2023, indicating an accelerated pace of digitalization across firms. This
evolution likely reflects both external pressures—such as increased competition and the impact
of the COVID-19 pandemic—and internal drivers, including the pursuit of efficiency,
innovation, and resilience.

In contrast, expenditure on research and development (R&D) as a percentage of GDP
remains relatively modest, despite a slight upward trend from 0.50% in 2019 to 0.55% in 2023.
The dip observed in 2020 and the slow recovery thereafter suggest that investment in
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innovation, while improving, has not kept pace with the rapid expansion of digital adoption
and high-tech employment.

Taken together, the data reveal a somewhat unbalanced but overall positive
transformation: while the economy is rapidly embracing digital technologies and expanding its
high-tech workforce, the relatively low level of R&D investment may represent a structural
constraint on long-term innovation capacity. Strengthening R&D efforts could therefore be
essential to sustaining and deepening these ongoing transformations.

The statistical evidence lends support to the hypothesis that European funds have played
a meaningful role in Romania’s reindustrialization process through three main channels: by
fostering capital deepening and productivity growth in manufacturing, by supporting the
energy transition and improving cost efficiency—thereby enhancing industrial sustainability—
and by accelerating digital transformation, which facilitates integration into more advanced
European production networks.However, structural imbalances persist. While medium-high
and high-technology sectors recorded dynamic growth, traditional industries experienced
slower modernization. Furthermore, R&D intensity remains comparatively low, indicating that
Romania’s innovation system requires further consolidation.

Overall, the data suggest that European funds have acted as a catalyst for structural
transformation, yet their long-term impact depends on institutional capacity, policy
coordination, and continued investment in human capital and research ecosystems.

3. STRATEGIC REORIENTATION OF EUROPEAN FUNDING PRIORITIES

A comparative analysis of funding allocations between the 2014—-2020 and 2021-2027
programming periods reveals a clear strategic reorientation of both European and national
investment priorities in Romania. While the earlier programming cycle emphasized large-scale
physical infrastructure and basic convergence objectives, the current period reflects a stronger
focus on competitiveness, innovation capacity, digital transformation, and environmental
sustainability. This shift is consistent with the broader policy framework of the European
Union, which places increasing emphasis on smart growth, decarbonization, and technological
sovereignty (European Commission, 2022, 2023).

Table 4. The distribution of European funds by major intervention areas across the two
programming periods.

lIntervention area | 2014-2020 | 2021-2027* |
lInfrastructure and transport I 32 | 25 |
(Competitiveness, innovation, and digitalization| 21 | 26 |
Regional and urban development | 18 | 16 |
[Energy, environment, and green transition [ 15 [ 22 |
Human resources and social inclusion | 14| 11 |

Source: European Commission (2021), Cohesion Policy 2014-2020 and 2021-2027 budget allocations;
adapted by the author.

Note. Percentages represent the share of total European funding allocations at national level.
Source. Ministry of Investments and European Projects (MIPE, 2023); European Commission (2022).

As indicated in Table 4, the share allocated to infrastructure and transport declined from
32% in the 2014-2020 period to 25% in 2021-2027. This reduction does not imply a decrease
in absolute investment but rather reflects the relative maturation of core transport networks and
the completion of major connectivity projects initiated after EU accession. Moreover,
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infrastructure policy has evolved toward sustainable mobility, intelligent transport systems,
and digital infrastructure rather than traditional road expansion (European Commission, 2023).

In contrast, allocations for competitiveness, innovation, and digitalization increased
from 21% to 26%, signaling a structural reorientation toward productivity-enhancing
investments. This change is particularly relevant in the context of Romania’s relatively low
R&D intensity and technological readiness compared to the EU average. According to Eurostat
(2024), Romania’s gross domestic expenditure on research and development (GERD)
increased from 0.50% of GDP in 2019 to 0.55% in 2023. Although still below the EU average
of approximately 2.2%, the upward trend reflects gradual consolidation of the innovation
ecosystem, partly supported by EU funding instruments.

Similarly, funding for energy, environment, and the green transition increased
significantly from 15% to 22%. This increase aligns with Romania’s commitments under the
European Green Deal and the Fit for 55 legislative frameworks. Over the last five years,
measurable progress has been recorded in renewable energy deployment and energy efficiency.
As shown in Table 2, key energy and sustainability indicators have improved steadily between
2019 and 2023.

Table 5. Selected Energy and Sustainability Indicators in Romania (2019-2023)

Indicator | 2019 | 2020 |2021] 2022 || 2023 |
IRenewable energy share in gross final consumption (%)|| 24.3 | 24.5 |[23.6] 24.8 | 25.4 |
lIndustrial energy intensity (index, 2019=100) | 100 | 98 || 95| 92 | 90 |
Public investment in green transition (EUR billion) | 1.2 | 15 | 2.4 3.8 | 41 |

Source: Eurostat (2024); European Commission (2023); author’s calculations.

The renewable energy share remained above 24% throughout the period, reaching
25.4% in 2023, while industrial energy intensity declined by approximately 10% compared to
2019 levels. These developments suggest that increased funding for green transition measures
has begun to produce measurable structural effects.

The expansion of allocations for competitiveness and digitalization is also reflected in
industrial performance and technological adoption indicators. Table 6 summarizes selected
data for the period 2019-2023.

Table 6. Competitiveness and Digitalization Indicators (2019-2023)

| Indicator | 2019 | 2020 | 2021 | 2022 | 2023 |
[Industry share of gross value added (%) | 24.7 | 23.9 | 24.3 | 23.1 |22.5 |
Labour productivity in industry (index, 2019=100) | 100 | 97 | 103 | 110 113 |
lIndustrial exports (EUR billion) | 69 | 72 | 83 | 95 [102 |
Employment in high-technology sectors (% of total 182 | 189 1l 210 Il 23.8 Ilo5.9
employment)

Source: Eurostat (2024); National Bank of Romania (2024).
Although the share of industry in gross value added declined moderately, labour

productivity increased by 13% between 2019 and 2023. Industrial exports grew from EUR 69
billion to EUR 102 billion, reflecting improved external competitiveness. Moreover,
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employment in high-technology sectors rose by nearly eight percentage points, indicating
structural upgrading toward more knowledge-intensive activities.

Taken together, these data support the argument that the 2021-2027 programming
period reflects a qualitative shift from infrastructure-led convergence to innovation-driven and
sustainability-oriented development. While infrastructure remains important, the strategic
emphasis has moved toward enhancing productivity, digital transformation, and
decarbonization. This reorientation corresponds to Romania’s need to transition from a cost-
based competitive model toward one grounded in technological capability and value-added
production.

However, despite the strategic coherence of the new allocation structure, challenges
remain. R&D expenditure continues to lag behind EU averages, regional disparities in
absorption capacity persist, and the long-term effectiveness of funding depends on institutional
quality and policy coordination. Therefore, while the reallocation of European funds indicates
alignment with EU strategic priorities, sustained structural transformation will require
complementary national reforms and strengthened governance mechanisms.

4. IMPACT ON COMPETITIVENESS, EMPLOYMENT, AND
PRODUCTIVITY

European funds have contributed significantly to strengthening Romania’s economic
competitiveness by supporting investment in productive capacity, technological upgrading,
innovation systems, and workforce development. Over the past five years (2019-2023),
measurable improvements in labour productivity, export performance, employment structure,
and capital formation provide empirical support for the argument that European Structural and
Investment Funds (ESIF) and Recovery and Resilience Facility (RRF) resources have acted as
catalysts for reindustrialization and structural modernization.

Although macroeconomic performance is influenced by multiple domestic and
international factors, the alignment between funding priorities and observed economic trends
suggests that European co-financed interventions have played a meaningful role in enhancing
Romania’s industrial competitiveness (European Commission, 2023; MIPE, 2023).

4.1 Productivity and Capital Formation

Labour productivity growth represents a key indicator of competitiveness and structural
upgrading. In the case of Romania, industrial productivity has increased steadily following the
pandemic-related contraction in 2020. This recovery coincides with accelerated investment in
equipment, automation, energy efficiency, and digital technologies—many of which were
supported by European funds.

Table 7. Industrial Productivity and Investment Indicators in Romania (2019-2023)

Indicator

| 2019 | 2020 | 2021 || 2022 |[2023|

Labour productivity in industry (index, 2019=100)

| 100 | 97 | 103 | 110 | 113]

Gross value added in industry (EUR billion, current prices)|| 42 | 41 || 48 | 54 | 57 |

\ Gross fixed capital formation in industry (% of GDP)

| 58 | 55| 62 | 68 | 7.1]

R&D expenditure (% of GDP)

| 0.50 | 0.47 || 0.48 | 0.52 | 0.55

Source: Eurostat (2024).

23




Hyperion Economic Journal Year XIII, issue 1, March 2026

Between 2019 and 2023, industrial labour productivity increased by approximately
13%, while gross value added in industry expanded by over 35% in nominal terms. The rise in
gross fixed capital formation—from 5.8% to 7.1% of GDP—indicates sustained investment in
productive assets, including machinery, digital systems, and energy-efficient technologies.

Although Romania’s R&D expenditure remains modest compared to the EU average
(approximately 2.2% of GDP), the gradual increase observed since 2021 reflects improved
absorption of innovation-oriented European funds and growing emphasis on smart
specialization strategies.

4.2 Export Performance and External Competitiveness

Export performance constitutes another core dimension of competitiveness. The
expansion of industrial exports over the last five years demonstrates improved integration into
European value chains and enhanced production capacity.

Industrial exports increased from EUR 69 billion in 2019 to EUR 102 billion in 2023,
representing a cumulative nominal growth of nearly 48%. The share of machinery and transport
equipment in total exports also rose, indicating structural upgrading toward medium- and high-
technology sectors.

Table 8. External Trade and Competitiveness Indicators (2019-2023)

| Indicator | 2019 | 2020 | 2021 || 2022 | 2023 |
Industrial exports (EUR billion) | 69 | 72 | 83 | 95 | 102 |

=xports of machinery and transport equipment
(% of total exports)

Current account balance (% of GDP) | 47 |49 |-73] -93 | 71 |
Source: National Bank of Romania (2024); National Institute of Statistics (2024).

47 48 49 50 51

However, the persistent current account deficit suggests that export growth has been
accompanied by strong import dynamics, highlighting the need for further domestic value-
chain consolidation and increased technological sophistication.

4.3 Employment and Structural Transformation

European-funded projects have also influenced labour market dynamics, particularly
through SME support, regional development programs, and investments in innovation
ecosystems. The shift toward higher value-added activities are reflected in employment
statistics.

Table 9. Employment and Labour Market Indicators (2019-2023)

Indicator | 2019 || 2020 | 2021 | 2022 | 2023 |
[Employment rate (20-64 years, %) | 709 | 70.8 || 7.7 | 74.1 | 74.8 |
Unemployment rate (%) | 39 | 50 || 56 | 56 | 54 |

Employment in high-technology sectors
(% of total employment)

Average gross monthly wage in industry
(EUR)

18.2 18.9 || 21.0 | 23.8 || 25.9

850 875 | 925 ||1,050/1,180

Source: Eurostat (2024); National Institute of Statistics (2024).
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The employment rate reached 74.8% in 2023, exceeding pre-pandemic levels. More
importantly, employment in high-technology and knowledge-intensive sectors increased from
18.2% to 25.9% of total employment between 2019 and 2023. This substantial structural shift
suggests a gradual transition toward more productive and innovation-driven activities.

Industrial wages also increased significantly, partly reflecting productivity
improvements and labour shortages in specialized sectors. According to the Ministry of
Investments and European Projects (2023), more than 45,000 jobs were created or maintained
through ERDF- and RRF-financed projects during the 2019-2023 period, particularly in less
developed regions.

4.4 Regional and Social Dimensions

In less developed regions, European-funded interventions have supported industrial
parks, SME incubation centers, vocational training programs, and digital infrastructure
projects. These measures contributed to local economic diversification and reduced
dependence on low-productivity sectors. Nevertheless, regional disparities persist, as more
developed regions demonstrate stronger absorptive capacity and higher innovation intensity
(European Commission, 2023).

The statistical evidence from the last five years indicates that European funds have
contributed to measurable improvements in productivity, export capacity, employment
structure, and investment intensity in Romania. The reorientation of funding toward
innovation, digitalization, and green transition has supported structural upgrading and
enhanced competitiveness.

However, long-term convergence with EU productivity levels will depend on sustained
increases in R&D expenditure, stronger linkages between research institutions and industry,
and improved governance capacity. While European funds provide the financial framework for
modernization, their transformative potential ultimately depends on effective national
coordination and institutional quality.

5. REGIONAL DISTRIBUTION OF INDUSTRIAL INVESTMENTS

One of the fundamental objectives of cohesion policy is the reduction of territorial
disparities. Nevertheless, the regional impact of European funds on reindustrialization has been
uneven. As shown in Table 10, industrial investments financed through European funds were
concentrated in regions with stronger infrastructure and higher administrative capacity.

Tabel 10. Regional Distribution of European-Funded Industrial Investments in
Romania (2014-2020)

\ Development regions H Share of investments (%) \
Bucharest-Ilfov | 24 |
Centre | 16 |
\West | 15 |
INorth-West | 13 |
|South-Muntenia | 11 |
South-East | 9 |
South-West Oltenia | 6 |
INorth-East | 6 |

Note. Shares represent the proportion of total industrial investments financed through European funds.
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Figure 1. Regional Distribution of European-Funded Industrial Investments in
Romania (2014-2020)

Share of investments (%)

B Bucharest-llfov

M Centre
West

B North-West

B South-Muntenia
South-East

B South-West Oltenia

Bl North-East

Source: European Commission (Cohesion Policy data); MIPE (2023); author’s calculations.

So one of the core objectives of European cohesion policy is the reduction of economic,
social, and territorial disparities across regions. In the case of Romania, this objective is
particularly relevant given the pronounced development gaps between the capital region and
less developed areas, especially in the North-East and South-West. Although European
Structural and Investment Funds (ESIF) and, more recently, Recovery and Resilience Facility
(RRF) resources have significantly supported industrial modernization, their regional
distribution has remained uneven.

During the 2014-2020 programming period, industrial investments financed through
the European Regional Development Fund were concentrated predominantly in regions
characterized by stronger infrastructure, higher innovation capacity, and more developed
administrative structures. This pattern has continued, albeit with gradual improvements in
absorption capacity in lagging regions during the 2019-2023 period (European Commission,
2023; MIPE, 2023).

The data indicate a strong concentration of industrial investments in Bucharest—Ilfov
(24%), followed by the Centre and West regions. In contrast, North-East and South-West
Oltenia each attracted only 6% of total industrial investment financed through European funds.

These disparities reflect structural differences in regional economic development,
administrative capacity, infrastructure endowment, and innovation ecosystems. Regions with
stronger industrial traditions, better transport connectivity, and established clusters were more
successful in preparing competitive projects and mobilizing co-financing.

To assess whether investment concentration has translated into divergent economic
performance, Table 11 presents selected regional indicators for the last five years.
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Table 11. Regional GDP per Capita (PPS, EU27=100) and Unemployment Rate
(2019-2023)

Redion GDP per GDP per | Unemployment rate | Unemployment rate
g capita (2019) ||capita (2023) 2019 (%) 2023 (%)
ﬁ?ChareSt‘ 160 165 15 1.2
ov
West I 2 | 18 2.8 [ 2.3 |
Centre I e || 711 | 3.1 [ 2.7 |
INorth-West | 63 | 69 | 3.4 [ 2.9 |
South-
Muntenia 59 63 4.1 3.8
South-East | 54 | 58 | 4.7 [ 4.4 |
South-West
oltenia 50 53 5.2 5.0
North-East || 44 | 48 | 4.9 [ 4.6 |

Source: Eurostat (2024).

The data confirm persistent regional disparities. In 2023, GDP per capita in Bucharest—
IIfov reached approximately 165% of the EU average (PPS), while the North-East region
remained below 50%. Although all regions experienced some degree of convergence between
2019 and 2023, the relative gap between the capital region and lagging regions remains
substantial.

Unemployment rates declined across most regions during the period, reflecting broader
economic growth and post-pandemic recovery. However, labour market performance remains
correlated with levels of industrial investment and economic diversification.

A more detailed view of structural transformation can be observed by examining
employment in industry and gross fixed capital formation at regional level.

Table 12. Industrial Employment Share and Investment Intensity by Region
(2019-2023)

Employment in Employment in

Region industry (% of total, industry (% of total, I?;/eis;rrg?rggitez(gggof
2019) 2023) g , 2023)

\West [ 30 [ 31 [ 29 |
Centre [ 29 [ 30 [ 27 |
North-West | 27 [ 29 [ 28 |
South-
Muntenia 28 28 26
South-East | 25 [ 26 [ 25 |
South-West
Oltenia 24 24 23
North-East | 22 [ 23 [ 24 |
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Employment in Employment in o
Region industry (%o of total, industry (%o of total, I?;/eis(;[rr]r;e;rg[l;%tez(ofsc))f
2019) 2023) g !
Bucharest— 12 13 30
lIfov

Source: Eurostat (2024); National Institute of Statistics (2024).

Table 12 indicates a concentration of investments in Bucharest—Ilfov, Centre, and West
regions, while North-East and South-West Oltenia recorded significantly lower shares. These
disparities reflect differences in administrative capacity, innovation ecosystems, and
connectivity. Nevertheless, positive examples such as industrial parks and clusters in Oradea,
Cluj-Napoca, Craiova, and lasi demonstrate that targeted regional strategies and effective
partnerships can enhance territorial cohesion.

Industrial employment remains significantly higher in the West, Centre, and North-
West regions, reflecting stronger manufacturing bases and more dynamic export-oriented
sectors. By contrast, Bucharest—Ilfov exhibits a lower industrial employment share due to its
service-oriented economic structure, despite attracting the highest share of EU-funded
industrial investments in absolute terms.

6. CONCLUSIONS

The empirical analysis confirms that European funds have had a substantial and
measurable impact on Romania’s reindustrialization process, particularly through their
contribution to investment expansion, infrastructure development, and technological
modernization. Over the 2019-2023 period, gross fixed capital formation increased from
24.9% to 27.8% of GDP, while industrial labour productivity rose by approximately 13%
(Eurostat, 2024). Industrial exports expanded from EUR 69 billion to EUR 102 billion,
reflecting improved external competitiveness and stronger integration into European value
chains (National Bank of Romania, 2024).

These quantitative developments suggest that European Structural and Investment
Funds (ESIF) and Recovery and Resilience Facility (RRF) resources have supported capital
deepening, export diversification, and technological upgrading. Investments in energy
infrastructure, digital systems, transport networks, and SME competitiveness have
strengthened Romania’s productive base and increased resilience in the face of external shocks.
Furthermore, employment in high-technology and knowledge-intensive sectors increased from
18.2% to 25.9% of total employment between 2019 and 2023 (Eurostat, 2024), indicating a
gradual shift toward higher value-added activities.

However, ensuring the sustainability, structural depth, and value-added content of these
investments remains a critical challenge. Despite productivity gains, Romania’s research and
development (R&D) expenditure reached only 0.55% of GDP in 2023, significantly below the
EU average (Eurostat, 2024). This persistent gap limits the domestic capacity to generate
endogenous innovation and reduces the long-term multiplier effects of externally financed
projects. In addition, the continued reliance on foreign direct investment—EUR 6.6 billion in
2023 (National Bank of Romania, 2024)—highlights the structural dependence of Romania’s
industrial model on multinational enterprises and global production networks.

From a strategic perspective, reindustrialization cannot be reduced to infrastructure
expansion or capital accumulation alone. The sustainability of industrial transformation
depends on the consolidation of innovation ecosystems, human capital development, and
institutional coordination. The 2021-2027 programming period reflects a partial shift in this
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direction, with increased allocations toward competitiveness, innovation, digitalization, and
green transition (European Commission, 2023). Nevertheless, stronger policy coherence is
required to maximize synergies between funding instruments and national development
strategies.

An effective reindustrialization strategy should therefore be built around four
interrelated dimensions.

To begin with, closer coordination between European funding instruments and national
industrial policy objectives is essential. The existing fragmentation across operational
programs can dilute strategic impact and limit overall effectiveness. Establishing a more
coherent framework that connects cohesion policy, recovery funds, and national co-financing
mechanisms would enhance efficiency and reduce overlaps.

Moreover, research and innovation systems need to be strengthened. The relatively low
level of R&D intensity points to the necessity of more targeted support for applied research,
technology transfer centers, and collaboration between universities and industry. Without a
stronger domestic knowledge base, technological upgrading is likely to remain dependent on
external sources rather than being driven from within the economy.

In addition, education and vocational training policies must be better aligned with the
evolving needs of industrial modernization. The expansion of digital and clean energy sectors
increasingly relies on specialized technical skills. In this context, programs supported by the
European Social Fund should place greater emphasis on STEM education, dual vocational
training systems, and lifelong learning, in order to address persistent skill gaps.

Finally, regional development strategies should be more closely tailored to local
comparative advantages. While more developed regions have demonstrated a stronger capacity
to absorb investments, less developed regions require institutional consolidation and targeted,
cluster-based policies to ensure balanced territorial development. In this regard, European
funds should increasingly support smart specialization strategies that build on and strengthen
regional innovation ecosystems.

Future allocations should prioritize transformative domains such as advanced
digitalization (Industry 4.0 technologies, artificial intelligence, and cybersecurity), clean and
renewable energy systems, applied industrial research, and technological education
infrastructure. These areas generate higher long-term productivity multipliers and contribute to
sustainable growth consistent with European climate and digital transition objectives.

We can say that European funds have functioned as a powerful catalyst for Romania’s
reindustrialization, contributing to measurable improvements in investment intensity,
productivity, export performance, and employment structure. Nevertheless, the durability of
these gains depends on shifting from a predominantly investment-driven convergence model
toward an innovation-driven and knowledge-based industrial strategy. European funds should
therefore be conceived not merely as financial transfers but as strategic instruments capable of
enabling smart, sustainable, and territorially balanced reindustrialization in Romania.
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