
ROMANIA
Table 1 2022
Population, million 19.9

GDP, current US$ billion 291.7

GDP per capita, current US$ 14643.2

International poverty rate ($2.15)a 2.2

Lower middle-income poverty rate ($3.65)a 4.7

Upper middle-income poverty rate ($6.85)a 10.7

Gini indexa 35.2

School enrollment, primary (% gross)b 87.8

Life expectancy at birth, yearsb 74.4

Total GHG emissions (mtCO2e) 84.0

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ Most recent WDI value (2020).

Romania’s economic growth was robust

in 2022 at 4.8 percent, driven by strong

private consumption and a pick-up in in-

vestment. Economic prospects are moder-

ated by the spillovers from Russia’s inva-

sion of Ukraine, and risks are tilted to the

downside. Fiscal and current account

deficits will remain elevated. Poverty re-

duction is expected to slow down as a re-

sult of inflationary pressures, mainly

from food and energy, though some of the

impacts are mitigated by government

support measures.

Key conditions and
challenges

Romania has made impressive strides in
raising its economic performance and
prosperity over the past two decades.
However, the COVID-19 pandemic and
the war in Ukraine have tested the re-
silience of the Romanian economy and
exacerbated its structural vulnerabilities,
especially in terms of poverty and dispar-
ities in economic opportunity, persistent-
ly large gender gaps in labor force par-
ticipation and employment, widening fis-
cal and current account deficits, and sig-
nificant institutional constraints hindering
the efficient use of resources.
Despite measures to cap energy (gas and
electricity) prices, rising costs of food and
energy have disproportionally affected
poor and vulnerable households as they
spend a larger share of their budget on
these items. Energy poverty is expected
to increase. Romania’s at-risk-of-poverty
rate remains among the highest in the
EU, exceeding that of countries with sim-
ilar or lower per capita incomes, and the
current inflationary environment could
push additional people into poverty.
The key challenges in the short term are
to contain the socio-economic effects of
the war in Ukraine, including the rising
cost of living and the significant twin
deficits. Soaring inflation led to monetary
policy tightening, and high core inflation
points to persistent inflationary pressures.
In the medium term, fiscal consolidation

increased absorption and efficient use of
EU funds, and enhanced private sector and
investment growth will be critical for a
sustainable, green, and inclusive recovery.

Recent developments

Romania’s economy performed better than
expected in 2022, expanding by 4.8 per-
cent. Growth was driven by strong private
consumption (up 5.5 percent y-o-y) ben-
efiting from the phasing-out of the pan-
demic restrictions, higher wages, and mut-
ed unemployment. However, consumer
spending gradually weakened in the sec-
ond half of the year as higher prices
squeezed disposable income. Investment,
up 9.2 percent y-o-y, was boosted by new
construction works and, to a smaller ex-
tent, by machinery and equipment.
Strong private consumption coupled with
global value chain disruptions and the
terms of trade shock led to a significant
widening of the goods trade deficit, and
the current account deficit widened to 9.4
percent of GDP in 2022. On the supply
side, growth was led by Information and
Communications Technology (up 20.1 per-
cent y-o-y), which benefited from busi-
nesses adopting digital technologies. Con-
struction activity (up 11.2 percent y-o-y)
was supported by the revival of the non-
residential buildings segment and capi-
tal repairs. Unemployment remains con-
tained at 5.6 percent in December 2022
on the back of the economic recovery and
labor supply constraints. Elevated infla-
tion, labor shortages, and improvements
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FIGURE 2 Romania / Actual and projected poverty rates
and real GDP per capita
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in labor productivity contributed to wage
increases, with nominal net wages grow-
ing by 13.4 percent y-o-y in December
2022. Annual inflation accelerated to 16.4
percent in December 2022, led by soaring
electricity, gas, and central heating prices
(up 39.7 percent), while food prices were
up by 22.1 percent. Inflationary pressures
prompted the National Bank of Romania
to gradually increase the policy rate to 7
percent in early January 2023. Private sec-
tor credit growth decelerated to 12.1 per-
cent y-o-y in December 2022, from 14.8
percent y-o-y in December 2021, reflecting
the slowdown in loans to households.
The fiscal deficit narrowed to an estimated
5.7 percent in 2022 from 7.1 percent in
2021, reflecting higher nominal revenues
(up 21.2 percent y-o-y). However, fiscal
risks remain significant as financing con-
ditions have tightened, and Romania faces
higher spreads than regional peers on gov-
ernment bonds denominated in Euro.
The Rapid Household Survey in June
2022 showed that poorer households suf-
fered most from work stoppage during
the crisis, but they succeeded in catching
up and finding back a job. However, la-
bor force participation for those aged
15-64 remains below pre-pandemic levels,
and gender gaps among uneducated

groups- already large- continue to ex-
pand. Moreover, rising food and energy
prices have affected energy poverty, food
insecurity, and strained family budgets,
especially among the poor and vulnera-
ble, who often have little financial cush-
ion to help absorb rising prices. The war
in Ukraine and further disruptions to the
global supply chains will continue to af-
fect the economies of host countries for
Romanian migrants, reducing remit-
tances. Thus, despite economic and em-
ployment recovery, poverty ($6.85/day
PPP) is expected to have declined only
modestly, from 10.7 percent in 2020 to 9.6
percent in 2022.

Outlook

Growth is projected to decelerate to 2.6
percent in 2023. The outlook hinges on
several factors, including the spillovers
from the war in Ukraine impacting the
European economy in which Romania is
highly integrated, persistent core infla-
tion, and additional volatility in ener-
gy and food prices. De-anchoring of infla-
tion expectations could prolong the mon-
etary tightening cycle leading to increased

financing costs weighing down invest-
ment. Romania’s capacity to efficiently
absorb the EU funds will be critical for
a sustainable, green, and inclusive re-
covery. The sizable funds, and associat-
ed structural reforms, should also par-
tially mitigate the impact of higher inter-
est rates and uncertainty on private in-
vestment and alleviate some of the fis-
cal pressures resulting from the height-
ened energy and food prices. Strength-
ened lifelong skills formation and private
capital mobilization will be pivotal in
boosting potential growth. Over the
medium term, fiscal deficits will remain
elevated. Renewed attention to fiscal con-
solidation is needed, particularly aimed
at reducing inefficient expenditures and
strengthening revenue mobilization.
Poverty is expected to continue declining
slowly in 2024, depending on whether
food and energy prices remain elevated
for longer and the effectiveness of the
mitigation measures helping families with
low incomes to absorb rising food and
gas prices. Declining remittance incomes
could also mean a longer recovery
process for vulnerable population seg-
ments in the coming years. A protracted
war in Ukraine may weaken growth
prospects in the medium term.

TABLE 2 Romania / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -3.7 5.8 4.8 2.6 3.9 4.1

Private Consumption -3.9 8.1 5.5 3.2 5.1 5.4
Government Consumption 1.1 1.3 -2.0 1.1 1.2 1.2
Gross Fixed Capital Investment 1.1 1.9 9.2 6.9 7.2 7.4
Exports, Goods and Services -9.5 12.6 8.6 6.7 7.1 7.0
Imports, Goods and Services -5.2 14.9 9.2 8.1 8.6 8.5

Real GDP growth, at constant factor prices -3.4 5.4 4.8 2.6 3.9 4.1
Agriculture -15.3 5.9 -11.6 6.0 2.1 2.1
Industry -6.5 6.6 -2.3 1.3 3.4 3.5
Services -0.8 4.8 9.5 3.0 4.2 4.5

Inflation (Consumer Price Index) 2.6 5.1 13.8 10.1 5.4 4.2

Current Account Balance (% of GDP) -4.9 -7.2 -9.4 -7.9 -6.8 -6.5
Net Foreign Direct Investment Inflow (% of GDP) 1.4 3.7 3.8 3.9 4.0 4.0

Fiscal Balance (% of GDP) -9.2 -7.1 -5.7 -4.9 -4.6 -4.1
Revenues (% of GDP) 32.7 32.8 33.2 33.4 33.7 34.1
Debt (% of GDP) 46.8 48.9 48.7 49.4 49.9 50.2
Primary Balance (% of GDP) -7.8 -5.6 -4.0 -3.4 -3.2 -2.7

International poverty rate ($2.15 in 2017 PPP)a,b 2.2 2.0 2.0 1.8 1.7 1.6

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 4.7 4.2 4.1 3.9 3.6 3.3

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 10.7 9.6 9.6 8.9 8.3 7.6

GHG emissions growth (mtCO2e) -5.0 6.5 5.9 2.1 3.9 4.6
Energy related GHG emissions (% of total) 92.5 93.0 93.8 94.2 94.6 95.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2014-EU-SILC and 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using point-to-point elasticity (2013-2020) with pass-through = 0.7 based on GDP per capita in constant LCU.
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