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PART 1. 

Factors Affecting Progru Porforunco, 
Including Trmsition Immuos for =I 

Bidficagf Factors in the Enabliga Environment 

Often aallod a "Latin Island in Slavic Bea," Romania ham been 
distinguished from other countrios in Central Europe, due to its 
uniquo himtory; it8 Communist diatator who rosistod tho roform 
deemed inevitable in othor countrios in tho region, its mtaunch 
pro-natalist policy; and its stratogic goo-political location. 

A lower-middlo income aountry of about 23 million people, ~omania 
oxperioncod a slow and stumbling start following the fall of its 
dictatorship in 1989. Prom 1989 through 1993, output fell by 32 
porcont with industrial output down 54 porcent; ~e~rploptent rose 
to 10 poraent of tho labor forao, while roal wages fall by about 
30 poraont. Bowovor, a major fiscal adjustment of 1993 turned 
around tho macro-stabiliration procosa and upward trends have 
aontinued to dato. Economic indiortors, finally beginning to be 
positive, continuo to bo supportive of roquirod transition 
changes to a market-oriented democracy. Although inflation is 
about 3091, it is much lower than oarlior rates. GDP grew by 6.9% 
in 1995, though Romania's per capita GDP of $1,352 in 1995, 
remains uong tho lowest in Central Europo. Tho government has 
shown a strong commitment to tho mtabilisation offort, which is 
supported by tho International Xonetaq Fund (IMF), the World 
Bank, tho IBIU), and tho EBRD. 

Bomo problems aurrontly do uist in tho area of foreign exchange 
and balanco of payments, moaning that tho currency will continue 
to deprociato and pressures on inflation will persiat; suah 
problems will no doubt restrict key imports and could have an 
impact on offorts to build up tho private sector through imported 
inputs m d  equipment necessary to modorniro tho industrial 
soctor. Additionally, thoro is somo concern that the economic 
gains in rocent years arm fragile, being based more on increased 
consumer damand, rather than on capital investment or oxporta. 

Tho Government has also been working on structural reforms 



supportive of the transition to a market-oriented economy. A 
land reform program resulted in 80 percent of agricultural land 
being privatiaed. The housing stock was also privatiaed. The 
majority of state-owned companies were transformed into 
aommercial ontities and progress has been made mince mid-1993 in 
the liberalination of prices, including elimination of most price 
aontrols on industrial and agriaultural products, energy and 
agriculturrl products, energy products a d  aonsurer goods. 

Romania is aonsidered to bm a politically stable country. 
Elections in 1992 were considered to be fair and open. Upcoming 
1996 eleations, both loaal m d  ~ t i o ~ l ,  will clarify aurrent 
power a d  ideological relationships. 

As a aonsequence of the above listed factors, the enabling 
onvironment for thm transition of Romania to a market-oriented 
economy continues to be positive, with the caveat that the 
problems facing Romania remain among the most challenging in the 
region. 

Factors Which Could Limit Proareas Toward Transitioq 

On8 of the major economia problams facing Romania which aould 
have far-reaching impact on its ability to successfully 
transition is its need for foreign investment. Thus far, it has 
failed to attract the investment it needm for growth and 
stability. This lack has forced the government to rely on short- 
term borrowing to finance the aountrygs current account defiait. 
Foreign investors still lack the aonfidence to invest in Romania 
due to cumbersome processes and corruption. Enterprises will not 
be able to modernism and aompeto internationally without this 
influx of foreign capital, teahnology, and knowhow. 

1996 is an olecrtion year and tho government is thua hesitant to 
make major decisions until after NovuPber. This fact could 
affect progress on some of UBAID/Bucharestgs projeats. Por 
oxample, rationalisation of eaergy priaes under the petroleum 
restruaturing initiative may be delayed due to the negative 
publia bag8 of inareasing priams. Aation on the Refinery 
Reatructuring Btudy, which propoaes the elimination of excess 
aapacity and would likely result in unemployment for thousands of 
workers, will almost certainly be delayed due to-the governmentgs 
fear. of making a politically.difficult decision. 

The Government of Romania has found it difficult to address the 
problu of chronia loss-making enterprises m d  the associated 
accumulation of inter-enterprise arrears. Hany of the lugest 
enterprises continue to run significmt 10S~e8 m d  to build up 
new arrears to banks and to their suppliers. This lack of 
financial discipline in state enterprises has had a serious 
negative impaat on the bapJIing sy~tem~which has been Co~tp8118d to 
provide financing to ailing industries. These issues could 



meriously impinge upon the development of the enterprise and 
finmaial meators and the entire transition proaesm. 

In tho politiorl realm, Romnia im working out its partiaular 
form of duoaraay. There @re unresolved ismuem regarding 
presidential term; the relationship between the umautive, 
legimlative, and judiaial branahem; the aorrect balanoe of power 
and authority between the between aentral and regional 
government; the ideal bal8aae between publia and private; and 
other brsia immuem of amtablishing market-oriented duoaracy. 

In the soaial meatos, the tiW, I s  not y& r i p  EOL: tha 
privatisation of moaial serviaes, muah am health. The aentral 
govermont ham strunahly held onto to the neaesmity to aontrol 
this meator. Indeed, even the health reform all8 for only one, 
governaont-owned insuraaae fund. Due to aontinued government 
remimtanae to ahange, it is also not appropriate for USAID to 
fooum on soaial system transformation in pensions or unemployment 
or other areas in whiah USAID program8 in the region are working. 
The aonmensum of individuals working in Romania is that reform in 
the social meator will some about by building up a network of 
non-government organisations whiah will provide parallel serviaem 
m d  beaome aatalymts for higher-level mystun ahange through 
training of government staff and aatively advoaating laws and 
regulationm in mupport of more privatism6 merviaes. 

Broaress Towards 8uccessful Transition bv the Coo~eratiaa Countrv 
and Transition Points for Individual Bttateaic Obieatives 

Although Romania has made and aontinues to make progress in its 
transition to a market-oriented demoaracy, it aontinues to lag 
behind other aountries in Central l!urope. Thim is partly because 
problems whiah the politiaal and eaonomia legacies of the 
Ceausesau era left behind are more mevere than most other 
aountriem in the region. International donor and diplomatic 
pressure and ~omania's desire to join the European Union have 
been important elementm in the ahange proaesm. The Government of 
R 0 ~ n i 8  ham begun to put into place many of the required laws and 
regulations for macroeaonomia stabiliaation and now is beginning 
to lay the neaesmary foundation for mtruatural ahanges. Key 
changes to date have included the ratification of a new 
Constitution, the establishment of a multi-party eIeatorak 
mystam, the holding of two eleations deemed open and fair, the 
aaaelerated mass privatisation law, the bankruptcy law, the 
environmental law, the health reform and a11 their pemutationm 
to restruature and re-texture soaiety toward transition goals. 

Key transition points for USAID'S eaonomia restructuring 
objeativem include a number of pending laws and actions. For 
private meator development, Romania's aommitment to continued 
privatisation target. and to dealing with lack of enterprise 
finanaial discipline are aritiaal points for future progress. 



The auaaeaaful aompletion of the aurrent privatiration of 3,900 
firm8 ia a ujor transition point for the development of a 
aapikl market, a key aornerstone for strategia objeative 1.4. 
Pending bank privatiration is alao essential to thia atrategia 
objeative. In the u e a  of energy, atratagio objeative 1.5, major 
tranaition points are thm government'8 willingness to aeleat m 
option for power aeator reform m d  to follow reoommendrtions for 
routruaturing the petroleum iaduatry. 

In the area of demoaratia trmaition, a key tranaition point for 
both atrategia objeativea 2.1 and 2.3 will be the outaome of the 
1996 loorl urd nrtionrl ela&&ona *&.ah w i l l ~ - ~ W l ~  future 
poliay making deoiaiona. In the realm of aoaial atabiliration, 
the goverr.ntgm willingness to d u l  with the proviaion of family 
planning throughout Romania i8 aritieal to atratagio objeative 
3.2 88 well a8 their willingneaa to facilitate the development of 
HWa. A key transition point for atrategia objeative 3.3 will be 
the goverment88 enforaement of its reaently pasaed environmental 
law. 
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PART I1 

BTRATEGIC OBJECTIVE REBULT8 REVIEW8 

UBAID/Bucharest is pursuing a mtrrtegy connisting of seven 
atratagio objective8 and three mpecial initiatives. In the EN1 
lexicon., the strategic objectives melected by the Mission 
includa 8.0.8 1.3, 1.4, 1.5, 2.1, 2.3, 3.2, and 3.3. Three 
8pecial initiative8 include l.2,in fiscal reform, 4.1, in health 
reform, and 4.2, crosmcutting training. -.,. 

UBAID/Bucharest worked togethar to develop a Mission Statuent, a 
Vimion, and a statement of couon values to provide the framework 
within whioh to build its program. We concluded that our 
wmhared88 mission is: 

"Together (with our partners and ouatomer8) we create a 
democratic political system and free market economy which 
protect8 the interests of indi~iduals.~~ 

The values which we embrace and hold dear are, in additional to 
UBAID88 four core values, an emphasim upon the individual and the 
assurance that individual needs (broadly defined) are met in the 
restructured Romanian society. 

The vision statement which the Mission sketched out and embraced 
intellectually and emotionally is: 

##An open mociety, emphasising fairnass, which functions with a 
smooth balance of power between tho three branchen of government 
and in which power is shared among a responsive central 
government, local government, individuals, interest groups, and 
professional organisations; in whieh the private sector is 
producing in an environmentally sustainable way the predominant 
amount of goods and services; whiah is characterised by an 
informed and active public and a luge, dynamic middle class; and 
in which people are empowered to make key economic and politiaal 
choices and are able to meet their basic needs." 
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Development and mouth of Privata Enterprises 

Improved puformanca and growth of privata enterprises in Romania 
is esseatirl for overall aconomic growth and the continued 
transition to a market economy in which tha majority of econoric 
resouroes u a  privataly owned and managed. #he0 the 1989 ohmga 
of govermont, considerable programs has baen mada in laying tha 
bmis for comprahansive reforms a h d  at improving economic 
parforrrmca. Howavar, serious gaps remain in the implamentation 
of needad legal a d  regulatory raform programs. Additional 
aonstraints faced by privata entarprises includa inadequate 
infrastructure, constrained market anvironments, an 
undardavaloped financial sector, and usa of inefficient businass 
practicas. continued axternal support is critical to further 
prograss toward private entarprisa development. USAID/Romania 
has baen a critical actor supporting private antarprima 
development for saveral years, dr8wing on the expertise and 
oxpariano8 of the Agency in this sector. Tha USAID program 
includes assimtance activitias aimed at providing business 
support services to improve privata enterprise managament and 
teahnical skills, assistanca to restructura state-owned firms, 
financial market development (a sepuata Strategic Objactiva 
%.I ) ,  and legal and regulatory raform needed to establish tha 
framework for a free market, private sector oriented economy. 
USAID rssistanae for improved fimcal policy, r special 
initiative, also contributes to the achievement of Strategic 
Objective 1.3. 

Tha Mission decided to eliminata the word "Acceleratedn from the 
EN1 Objectiva 1.3, which is u~ccelarated development and growth 
of privata enterprises." ~t was felt that tha meaning of 
accelerated was unclear. If accalarated refers to development of 
enterprises, accelerated devalopmant may ba conceptually 
equivalent to growth. On the other hand, if accelerated refers 
to growth of antarprises, the concam was that achieving 
increases in tha growth rate of private enterprises (growth is 
alraady a rata of increase - thus it would mean increasing tha 
rate of increase), may be beyond tha manageable interest of the 
mission program to achieve. 

1 1  Causal Linkaues: 

Changes in four major areas must occur in order to foster the 
development and growth of private antarprises in Romania. 
Physical infrastructura must ba improved; markets for-goods m d  



88rVi~88 need to beaome inareasingly fair, open and transparent, 
aompetitive, and effiaient; there needs to be inareased aapital 
in~88tr.nt (both domemtia and foreign) in teahnology and raw 
uteriali, and enterprines need to adopt improved management 
praatiaes. These aonstraintm are axpressed in four key 
internodiate results that aontribute direatly to the 
aaaomplinhment of the Btrategia Objeative. Together, the 
aahiev.~rent of these four intermediate resultm will stimulate tho 
development and growth of private enterprises by providing an 
enabling oaviroament, inareased resouraes, and more effeative and 
effiaient use of these resouraen. 

Intu~ediate Result 1 in "Improved physiorl infrastruature.* 
Inadequraies in transportation syntemn, teleaonuaiaationm 
symtom, and aaaesm to basia utilities eonstrain the development 
of private enterprises in Romania. In order to aahieve the 
result, inareaned investment in infrastruature syntems (IR 1.1) 
must be achieved. In addition, reduced state aontrol of selected 
aspects of infrastruature serviae provision (IR ?.I), would 
aontribute to the improvement of infrastruature. However, since 
signifiaantly reduaed state aontrol of infrastruature is probably 
unlikely to oaaur during the time frame of this strategy period, 
and sinae inframtructure may be hproved to at least some degree 
without first rahieving reduaed state aonttol, this aausal 
linkage is shown with 8 dashed line. Improved infrastructure in 
the power seator may result, to 8 aertain extent, from progress 
made in U8AIDg8 Strategic Objective 1.5. Eenae, the relationship 
to this 8.0. is shown in the results framework. 

Intermediate Result 2 is "Nore open and aonpetitive marketplaae.* 
Thin result refern to aspeats of markets that are not directly 
aona.med with financial transactionm, including markets for 
goods and suviaem. Charaateristias of the improved market place 
will bo transparency, openness, aompetitivenens m d  affiaienay of 
transaations. This Intermediate Result will be achieved by the 
aaaomplishment of IR 2.1, "Reduaed state aontrol of industrial 
and agricultural assets and serviaen and seleated 
infrastruature." State ownarmhip of aommercial aativities 
inhibits the effiaient functioning of free markets. IR 2.1.1, 
"Improved enforaement/appliaation of legal/regulatory framework 
supporting private enterprise development,* is also necessary to 
achieve IR 2, sinae currently mom8 laws and regulations inhibit 
the smooth funationing of aompetitive free markets. 

Intermediate Result 3 in UInareasrd aapital investment in 
teahnology and raw materials." k a k  of aapital investment (both 
foreign and domestic) is a serioun obstaale to private sector 
development. One of the major results required to increase 
investment will be the establishment of an open m d  aompetitive 
finanaial market, whiah.comprises 8.0. 1.4. Hence the link to 
8.0. 1.4 is shown here; thm results of that 8.0. are aritiaal to 
success to this 8.0. Financial markets aonsint of the banking 



aeator, aeaurities exahangea, aommodities exahanges, and foreign 
oxchange marketa. IR 2.1 (Reduaed state aontrol of industrial and 
agriaultural aasets and serviaea) m d  IR 2.1.1 (Improved 
poliay/legal/regulatory framework aupporting private enterprise 
development) both influenam the aahievement of IR 3. The 2.1 and 
2.1.1 Intermediate Resulta shown here aorrespond direatly to 
specifia IRa in the 80 1.4 framework 8h0. 

The fourth Intermediate Reault that aontributea direatly to the 
Strat8gia Objeative is "Improved ranrgement praaticea adopted by 
materprises." Thim reform to the internal managenmt a d  
produation related aystems m d  funations inside the f-irn, through 
whiah inputs u e  tranaformod into value added. The rahievement 
of IR 4 will be brought about by the aahievement of inareamed 
aaaeaa to buainesa serviaes (IR 4.1)# whiah in turn will be 
acaorpliahed by IR 4.1.1, strengthened buainess aupport metvice 
organisation. (inaluding trade asaoairtions, professional 
aaaoaiationa, and ahambers of aommrae). 

Intermediate Result 2.1.1, wImprovmd poliay/legal/regulatory 
framework supporting private enterprime development," is also 
aritiaal to the development and growth of the private sector and 
affeata progresm in all higher level results. A diverse =ray of 
poliay, legal a d  regulatory reform are needed to support 
private enterprise development, inaluding reforms in aommercial 
law, tax law, trade law, priae aontrols and subsidies, foreign 
uahange regulations, privatisation, and ao on. Enforcement of 
these laws and regulations is 81.0 aritiaal. 

An important Critiaal Assumption is that needed information will 
bo available. Information ia a aritiaal faator neaessary to 
achieve many of the other intermediate results in the framework, 
inaluding inareased investment in a d  the resulting improvements 
in infrastruature, establishment of the appropriate 
legal/regulatory framework and enforarment of it, reduced atate 
aontrol of aa8et8 and serviaea, m improved marketplace, improved 
financial markets, and of aourS8, improved management praatiaes 
adopted by mterprisea. Improved flows and quality of 
information u e  8180 aritiaal eluenta of market systems. 

Another assumption is that the overall maaroeaonomia environmant 
will aontinue to increase in stability. Mission aativity in 
Special Initiative 1.2, dealing with improved fiscal poliay and 
fisaal management praatiaes, aontributes to an improved 
maaroeaonomia environment. 

Another kay assumption is that the political will to aontinue the 
marah toward a private sector eaonomy will last in spite of the 
potential repercussions qf needed policy changes on the 
population at large. 
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PERFORMANCE DATA TABLE 
blARRATIVE AMALYSIS 

8.0. 1.3 Development and Growth of the Private Sector 

Romania has made slow but steady progress toward the 
astablishment of a private sector, which a c ~ t o d ~ ~ f ~  45% ahare 
of the QDP in 1995, up from 39% in 1994. This sector currently 
comptises about 600,000 private enterprises according to the 
World Bank. Romania's transition to a market economy more 
supportive of private enterprises beg- in 1991 with the legal 
establishment of two categories of commercial entities via The 
Privrti~ation taw (Law blo. 58): (1) "regies auto no me^,^* which 
oonaiat of about 800 enterprimes involved in wstrategic 
activities*' (i.e. defense, energy, mining, railway, utilities, 
eta.) and hence remain completely under state control; and (2) 
6,300 joint-stock wcommercial c~mpanies,~ whose capital was split 
between the Bate Ownership Pund (SOPS) (7O%), and f ivq Private 
Ownership Punds (PPOs). The By-laws of the 80F require it to sell 
all its shares to private individuals by 1999, thus completing 
the privatisation process. In actual practice, however, 
privatioation has occurred much slower than envisaged. The Mass- 
Privatisation Program (MPP) was postponed for largely political 
reasons; instead initial privatisation occurred through 
Dfanagement-Employee Buyouts (IIBIBO)of amall firms. By the end of 
1995, only 1,484 out of 6,291 firms were privatised. However, 
responding to international pressure to initiate the mass 
privatisation process, the government finally launched the 
Accelerated NPP in late 1995, which allows all adult Romanian# to 
obtain shares in 3,900 companies through a voucher distribution 
system and subsequent establishment of a capital market for over- 
the counter trading of issues. Obviously, this program is one of 
the linchpins of private sector development and its success is 
key to further progress. 

As previously stated, a critical barrier to the development of 
the private aector continues to be the disastrous loasem of 
state-owned enterprises which are absorbed by banks and other 
companies. The government has taken steps to deal with this 
problem by placing aelect enterprises in a upecial isolation 
program. The Agency for ~estructuring has been established to 
assist a portfolio of some 200 troubled atate-owned enterprises; 
about 60 of these appear to have long-term viability. The 
solution to lack of financial discipline is key to further 
succesa in the transition process. 

An increasing number of multinational companies are investing and 



uarrying on business in Romaaia; although the amount of foreign 
i n ~ 8 ~ t m m t  is atill far 188. than rquired, the influx of 
multi~tioarla have introduaed a model of the free enterprise 
ayatu whiah ia having an impaat on the way business is aarried 
out in Romania in addition, of oourae, to the eaonomia impaats. 

Further auaaeaa in private aeator development will depand upon 
furthu privatimtion, finanaial disaipline, reatruaturing mtrte- 
owned oaterpriaes, the areation of a dynamia finanaial market, 
aimplifiaation of the enterprise lioenaing proaedure, replaa8ment 
of outmoded teahnology m d  quiprent, furthu development of 
unrguent akilla, eatabliahunt of 8 more pro-privato enterprise 
legal and regulatory system, a abmge in mentality to favor 
private oaterpriae, the establiahwnt of more open and honeat 
buaineaa praatioea, and a more aompetitive market. The World 
Bank's Pinanaial and Enterprise Seator Adjustment Loan (FESAL) 
will push for more privatisation and financial disaipline plus 
key ahangea in regulations and proaedurea. USAID will aontinue 
to work toward improved management practiaea through firm-level 
aasiatanae and training programs, legal reform, and enterprise 
reatruaturing. 

VSAID/Buahareat ha8 played a aignifiaant role in promoting the 
development and growth of private enterprises through enterprise 
lev81 teohniaal rssistanae, training in management practises, the 
entrblimhment of the Romanian-Americrm Enterprise Pund, 
asaiatanae in reatruaturing finanaially-challenged state 
enterpriaea, and legal reform in support of privatiration. 

IR 2.1: Reduaed State Control of Industrial Aaaeta and Serviaes 
and Seleated Infrastructure: USAID ham played a aignifiaant role 
in assisting the government to reattuature ita loaing state 
enterprises am a prelude to privatiration. In 1995, state assets 
worth 121 billion lei ($56 million) were finanaially restructured 
by the Agenoy for Restruaturing prior to privatiration. These 
assets were subsequently sold by the State Ownership Pund (SOF). 
Aa stated previously, acaording to the tema of the World Bankm. 
FESEfr, Romania will speed up its privatiration process over the 
next few 98arS8 thus contributing to this result. Moreover, 
USAIDma efforts to rationaliae thb potrolmm industry and powar" 
aeator under atrategia objeative 1.5,'whiah will result in part 
in leas atate oonttol, will oontribute to thia result as well as 
to IR 2, a more open and aompetitive marketplaae. 

IR 2.1.1: Improved Policy/Legal/Regulatory Framework Supporting 
Private Enterpriae DeV810pm8nt ia in Plaaes USAID funded 
aativitiea have assisted in th8 establishment of a more pro- 
private enterprise framework. Training has been provided to the 
Sahool of Ilrgiatrates with m emphpia on Romaniama business 
related body of laws, covering intelleatual property protection, 



bankruptcy, ranaging a private law practiae and international 
joint ventures. Key personnel in the judicial sector were 
trained in interpreting aompany finuroial atatementa to build an 
understanding of the private aector into the legal ayatem. The 
paasrge of the banksuptcy law warn a key step in establishing a 
sound legal baaia for the develop~ont of the private mector. 

11 3: Inaruaed Capital Inveatrent in Technology and Raw 
Natuirla: The R O M ~ ~ U  Ameriaaa hpterpriae Fund (RomAEI) has 
air-dy had a aignifiaant impaat upon inarmsing inveatunt in 
private enterpriaea8 as well as in affeatiag the developm8nt of 
the financial market under aloaely-linked atrategic objeotive 
1.4. RomAIW ham already closed on deals worth almost $10 million 
in auah uoaa am aosmetics ($550,000 loan/.quity finanaing), 
garments, publishing, agriaulture, and the manufaature of fine 
ahina. ROppAEFaa ahannela $1 million in l o w  to .mall businesses 
through World Vision. Results diaauaaed in atrategic objective 
1.4 are alao impacting this reault. 

IR 4: Improved Management Praatiaea Adopted by Enterprimeat 
USAID haa much evidence that aaaiated firms have adopted improved 
management practices and that their sales have increased. 
Several hundred assisted firma have achieved aale inareasea of 
101 or more through training and technical assistance. 

IR 4.1 Inareaaed Access to Buainesa Serviceat Private 
enterprises have increased their aacess to business serviaes 
through USAID funded projects focuaed on IR 4miml. In addition 
to direct USAID-funded adviaory aerviaem, business aervice 
centua, business associatiom, buaiaess aounselors have all been 
trained and expanded to a wider geographical range, thus 
inareasing aaaeaa. 

eated Proaress in FY96 - FY98 
USAID will continue its support of restructuring activities and 
ia aupportive of the idea of eventurrlly transforming the Agency 
for Reatruaturing into a poat-primtisation agenay whiah will 
provide aaaiatance to newly privatised firm in how to operate 
profitably. The R o m a n i a n - A m  lSnterpris8 Pund will aontinue 
to provide equity investment and loans to private enterprises and 
aontinue to develop new loan instruments. USAID will aontinue to 
support the further development of buainesa associations and 
business support aesvices whiah will provide adviae to private 
enterpriaea on obtaining finanaing and improving their management 
ayatuu. Fin-level assistance to firms will aontinue ra a 
crenterpieae of the USAID portfolio. Together with the World Bank, 
we will be making an effort to reduae the time that it takes for 
firms to regiatu, thua facilitating entry into the market. The 
World Bank ia working at the higher governmental levels to obtain 
8 simplification of procedures here and USAID is working directly 
with firms to more effectively "work the system.@@ 
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UBAID/Romania Strategia Objeative 1.4 

A More Competitive and Market-Responsive 
Private Binanaial Beator 

A aompetitive and market-oriented privat8 finanaial seator is 
essential for a aompetitive, market based eaonomy in whiah the 
majority of eaonomia resouraem is priva*ely owned and wanaged 
(-1 Bureau Eltrategia Assistanam A r u  I -81). The 
aaoorplishmont of ~trategia Objeativa 1.4 is also neaessary for, 
m d  aontributes to the achievement of Btrategia Objective 1.3 in 
Rounia, whiah is development and growth of private enterprises. 
(880 linkages shown in results frameworks for SOU 1.3 and 1.4). 
Important progresm toward developing the private finanairrl sector 
has been made sinae 1994-5 when the government agreed to key 
struatural reformm. However, signifiaant aonstraints rupain. 
USAID, as one of the leading donors, plays m important role in 
supporting reforms and development of a aompetitive, vibrant 
finmaial meator in Romania. UBAID sponsored financial and 
teahniaal assistanae is developing an over-the-aounter trading 
mystu, aontributing to legal and regulatory reform, deareased 
state involvuent and increased private aativity, infusion of new 
aapital for investment in finanaial intermediaries, development 
of new finanaial instruments and strengthening of intermediaries, 
development of an improved finanaial Mrket place, and increased 
aitiren partiaipation in finanaial markets. 

11. Causal tinkaaes: 

Five key intermediate results are identified as necessary for the 
aaaomplishment of 80 1.4 in Romania. The underlying hypothesis 
im that an infusion of capital for investment from formal 
souraes, increased availability of more diversified financial 
instruments, increased number and variety of financial 
intermediaries, development of the finanaial market plaae 
infrastruature, m d  increased aiti~en engagement in the finanaial 
seator, are all neaessary for a d  aontribute to th8 
aaaomplishment of the strategia Objeative of a more aompetitive 
and market responsive private finanaial mector. 

The first Intermediate Result is UInareased availability of 
eapital from formal souraes." This refers to tha need for 
availability of aapital for a rapid infusion into finanaial 
institutions to help "jump start" finanaial market aativity and 
to inareaae the capital available for credit in the economy. 
Deareased state involvement in nondregulatory finanaial market 



functions is an intermediate result, (IR I.%), that contributes 
to IR 1. State involvement in various non-regulatory aspects of 
financial markets inhibits inoreased availability of capital for 
investment in finanaial intermediaries by dampening efficiency, 
aompetitive behavior, and incentives for profits. Specifically, 
state owned banks need to be privatired, although state 
involvement in owning and running other types of financial 
intormediaries a180 needs to be decreased. 

Intermediate Result 2 is uXore diversified finanaial instrur.nts 
available." This refers to the introduation and more widespread 
availability of new types of investment~vdtiales La Romania. A 
set of key product types will bo identified by tha Xission, 
including suah instruments as mortgage loans, more types of 
credit lines and loan types available to aonsumers and 
aaterprises, variety in Treasury bills, mutual funds, individual 
checking acaounts, etc. The result of more diverse instruments 
bming available will be achieved in turn by an Intermediate 
Result of "Improved skills of financial intermediary staff" (IR 
2.1), and by improvements in the legal/regulatory framework and 
it8 enforcement (IR 2.1.1) that facilitate use of new financial 
instruments in Romania. 

The third key Intermediate Result that aontributes to the 
aahievement of the Strategic Objective is uIncreased numbar and 
variety of finanaial intermediaries operating." This result 
refers to the need for new types of financial intermediaries, or 
new roles for old types of intumediaries. Intermediaries are 
defined as institutions that provide finanaial products and 
sewiaes to the publia. Specific types of new institutions (or 
roles) inalude stock brokerage houses, aredit unions, mutual 
funds, insurance aompanies urb commercial banks. This IR also 
oxpresses the need for increased numbers of institutions 
operating within each type. Docreased state involvement in non- 
regulatory finanaial market function8 (IR l.l), improved skills 
of financial intermediary staff (IR ?.I), and an improved 
legal/regulatory/policy environment (IR 2.1.1) are Intermediate 
Results that all contribute to the accomplishment of Iitermediate 
Result 3. 

The fourth principal Intermediate Result that contributes 
directly to the achievement of the Strategic Objective is 
UFinancial market place infrastruature developed." This IR 
refers to the.aspects of setting up the market-plaae within which 
financial transactions can take plaae, including both physiaal 
infrastructure as well as systems such as telecommuniaations 
systems and operating procedures. The key types of market place 
that need to be established inalude the Bucharest Stock Exchange, 
the over the aounter (OTC) trade market, credit ~ r k e t  
infrastructure, and foreign uahange market infrastructure. This 
IR itself will be accomplished by Intermediate Results of an 
improved legal/regulatory/policy environment (IR 2.1.1 - botli' 



passage of laws and regulations and transparent and aonsistent 
enforaement of regulations); and increased transparent a d  
qurlity information being available (IR 4.1). In addition, the 
key Intermediate Result 3 of uIncroased number and variety of 
finmaial intermediaries operating" aontributes to the 
aaaomplisbment of "Financial market place infrastruatura 
developed". Financial intermediaries are aative partiaipmts in 
helping to develop the market plaae in which tranmaations take 
plaae, This aaumal relationship is shown by m arrow leading 
from the financial intermediaries IR 3 to the financial market 
pl8aa IR 4. 

The fifth key Intermediate Result that is essential for the 80 
and which aontributes directly to its aahieverent is UInareased 
aitiren participation in the fiaanaial seator." A dynamic 
private finanaial sector will only bo rahieved if mora of tha 
population invests savings in formal financial institutions and 
paoplo actually engage in trading on the newly established 
Buahuest Stock Enchange m d  the soon to be established Over the 
Counter Trading System. In Romnia there is currently a 
signifiaant amount of excess liquidity that is not aaptured in 
the formal financial sector - the majority of peopla do not 
invest their savings, but keep t h u  "in the mattrems" at home. 
This situation seems to be partly a legacy of past mistrust of 
more limited, wrrupt or inefficient public sector dominated 
financial systems. In order to aahieve increased public 
investment of savings and increased participation in capital 
markets, it will be necessary to aahieve an improved 
legal/regulatory environment (IR 2.1.1, with an emphasis on 
improved and consistent enforaement of transparent regulations to 
build public confidenae); and inoreased availability of 
transparent and quality information on how financial institutions 
and markets work and on specific investment options (IR 4.1). 

It should be noted that Intermobiate Result 2.1.1, UImproved 
policy/legal/regulatory environment" refers not just to reforms 
in policy, laws m d  regulations, but to improved enforcement m d  
application of the (reformed) legal/regulatory framework, 

111. Critical Assum~tions: 

A key critical assumption is that the overall macroeconomic 
environment will continue to increase in stability, Hission 
activity in Special ~nitiativa 1.2, dealing with improved fiscal 
poliey and fiscal Eanagement practices, eontributes to m 
improved macroeconomic environment. 
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Sev8ra1 reforu in the finmaial aeator have been made ainao the 
ahaage of government in 1989 whioh affeat the d8~810pm8nt of thia 
aeator, both on tho banking aide aad the aapital nrketa side. 
The baaking aeator and the aaaompanying regulatory and 
supervisory framework have developed rapidly. Tho banking seator 
waa split into a two tier 8ystu in 1990. Tho aon8raial 
aativitioa of the Wational Bank of Romania (NBR) were given to 
the Romanian Commercial Bank (RCB) allowing the NBR to 
aonaentrate on its functions as tho monetary authority. Four 
state banks, the RCB, Banca Agriaola (BA), the Romanian Bank for 
D8velopment (RBD, and the Romanian Bank for Foreign Trade 
(Banaoru) ware rechartered as universal banks. Regulations as 
well a8 audit and aacounting atandarda have been put in plaae to 
profesmionalisa banking, 

By mid 1995 there were over 30 banks operating in Romania. Seven 
of those banka are state owned: the Bavhgs Bank (CEC), the 
Romanian PXIH Bank, the Bank post (BP)and the four above-listed 
aommeraial banks. Additionally, there u e  fifteen private or 
aui-private banks, five foreign-baaed Romanian joint-venture 
banks and four foreign banks, Several new banks owned by 
domestic and foreign capital are presently being formed. 
However, despite tho growth of new private banks, the atate-owned 
banks dominate the system. And, a reaent Bank Privatization Law 
failed to be ratified by Parliament. Several donors, inaluding 
the World Bank, EU PBARE, and m8 have aupported efforts to 
strengthen strategic planning, aredit assessment, asset/liability 
unagement, information systoma development and bank training. 

The main problems still facing the banking system include poor 
quality loan portfolios, an inadequate and volatile aapital base, 
a narrow funding ba~e~aontinuing dominanae by the state banks, a 
high degree of segmentation aad a need to improve g~~ernance. 
Moreover, tho growth of household deposits in the emerging new 
banks has been relatively slow due to tho publia8a peraeption 
that their money would not be aafa. A diversity of loan types 
needs to be developed in order to meet the need8 of the variety 
of private enterprises emerging in the new market. 

Currently, Romanian commercial bank8 offer loan8 whioh typically 



do not exceed one year and are offered at interest rates around 
65 to 70%. Three to four year, aaset based loans for investments 
in manufacturing are increauingly common Bome banka have made 
direct invmutmentu a d  three or four have rstablished equity 
participation divisions. 

Upid progrmaa has been made in the development of a capital 
market, although many obstaclea ramain to be ovucome. The 
Securities and Exchange Law was approved in october 1994, a new 
BTational Becuritiea Commission (NBC) haa been created a d  the 
Bucharest Stock Exchange (BBE) was officially opened in June 
1995. The legal, institutional and regulatory fruwork for the 
development of aapital markets ia being finrlised by the 
gOV~=ent, the lsSC and the BBB. 

The World Bankg. FEBAL loan ia focusing on further development of 
the financial sector through increased bank privatization, 
improved financial management of bankm, improved loan portfolio 
management, and other aspects of managing the sector. 

U8AIDiBU-E8T88 Bicnrificant Contributions: 

UBAID funded programs have inorearnod the availability of funda 
from formal sources, made more diversified financial instruments 
available, increase the variety of financial intermediaries, 
improved skills of financial intermediary staff, improved the 
policy/legal/regulatory framework, increased citizen 
participation, and made signifieaat ~trides in developing the 
financial marketplace infrastructure. 

IR 4: Financial Market Place Infrastructure Developed: UBAXD8s 
over $15 million project to eatabliuh an over-the-counter trading 
market (OTC) in order to accommodate the shares of the 3,900 
companies aurrently being privatized ia a major undertaking which 
will make 8 major contribution to the development of a 
competitive private financial aeotor. The project will develop 
independent share registries and OTC trading mechanisms, provide 
support for the Romanian securities commission, development of 
investment fund8 and a self-regulatory organization for these 
funds, and provide assistance for additional market reform as 
needed. 

IR 3: Increased Mmber of and Variety of Financial 
Intermediaries: UBAID is impacting this result in 8 variety of 
ways. The Capital Markets Project ia developing the 
broker/dealar profession by establishing the OTC system, 
ataadarda m d  regulations for broker/dealera (IR2.1.1) mb 
through improving their skills through training (IR2.1). WOCCU 
is introducing aredit unions to Romania. USAID training programs 
are training ataff in 8 variety of the fiaanoial intermediaries. 



Tho development of the OTC trading system will aontinuo to be the 
ujor foaua of thin strategia objoativa throughout FY 97. This 
syatom should bo operational by early in FY 97. Follow-on 
activities will be neaessary in ordu to assuro that th8 
broker/derlor system functions properly, that tho ragistry 
produa8m what it noods to, and that tho regulations are onforaed 
m d  produao tho typo of aontrol noaossary for a smooth- 
funationing markot. Bpocifia targot8 are listod on tho 
aaaompanying ahart. 



STRATEGIC OBJECTIVE 

RESULTS REVIEW 

S.O. 1.5 

A MORE ECONOMICALLY SUSTAINABLE AND 

ENVIRONMENTALLY SOUND ENERGY SECTOR 



U:\AIDREP\RESFRAME\SOlSSGAF3 

Sunday, March 24,1996 

4:32 PM Tknahalm 
P w t m :  USAID. WB, EBRD, Jlprn Ex-hn BrJc 

IR 1.1.1: Impmd 
Informdon 

Tkna f m :  
Wm:USAID,  

ECPHARE 

I I 

IR 1.1.2: h M m a g & l  
- ~ A ~ o m m y  

T h e  f m :  
Pmtners: USAID, WB. EBRD, 

ECPHARE 

IR 1: lmprwrd E m  
Mormrnce 

Tkna fnmc: 
Pmtmm:USAID, WB, EBRD, Jqw\ 

Ex-lm Bank 

IR 1.1.3: Be!ter Mansgamcnt 
Sldls 

Tkna flame: 
Putnan: USAID, WB, EBRD, 
Japn Ex-lm Bank. ECPHARE 

R&bmbsd 

Tims frame: 
Partncn:USAID, 
WB,EBRD, J8pan 

Ex-lm Bank 

t t 
IR1.l: Impmud Mampmd W h  

IR 3.1 : Inpmed WuW Or- 
T i m  frame: 

Plwtnan:USAID, WB, EBRD, Japan l l f r ~  frame: 
Ex-lm Bank, ECPHARE Partners:USAID, WB, EBRD, J m  Ew-lm B d  

I 

- 

CIpedy 

Timetfanlo: 
PIWfm: USAID, 
WB,EBRD, Japan 

Ex-lm Bank 

f o r B u y a m m d ~  

Tima ffame: 
Patners: USAID. WB, 

EBRD, Japan Ex-lm Bank 

- 
IR 2 lmpmvsd Buhesa Mormance 

Time f m :  
Pmhrs:USAID, WB, EBRD. Japan 

Ex-lm Bank 

I I Titno frame: 

- 

I 

-: USAID, WB, EBRD, J m  Eu-lm Bw& Pwtr#rr:USAID, WB, EBRD, Jlpcn Ex-lm Ba& 
I I 

IR3 Improd Rollt-Ork&d hweabrd 

Tlnw flame: 
Rrtners:USAlD, WB. EBRD, Japan Ex-lm 

Bank 

Tma flame: 
Partners: USAID, WB,EBRD, Jq-mn Ex-lm Bank 

Time frame: 
P8ftm: USAID, WB, EBRD, Japan Ex-lm Bank 

I 
I 1 

IR 3.1.1.1.1: N- Lmr, ReguWmsand Poldab Pbce IR 3.1.1.1.2 PoMcd Commlbrwwrt Increased 



uBAID/Ror~ania Strategic Objective 1.5 

A nore Economically Sound and Environmentally 
Bustainable Energy Beator 

Heretofore unaffected by market foramn, the heavily subsidized 
and goverront-dominated Romanian eaorgy meator (aonsisting 
mainly of the power generation and petroleum sub-seators) drain8 
the national economy m d  goverr.ont aoffers alike, while utacting 
a toll on the nation's environment. The situation in oxacerbated 
by the fact that energy is one of the most hportant sectors in 
the Romanian economy. 

If the nation's economic development in to proceed at a 
rmsonable paco and if Romania is to join the European Union 
eventually, the energy sector needs to improve its relirbility, 
aost-efficiency and degree to which prices reflect costs. Thun, 
reforms that realise Btrategic Objective 1.5 of "a more 
economically sound and environmonklly sustainable energy sectorw 
are key to the UBAID/Romania goal of *'foster[ingJ the emergence 
of a competitive, market-oriented economy in which the majority 
of economic resources in privately owned and managed." 

JI. Cauaal Linkaaes 

The 80 1.5 framework taken the slightly unusual ntep of 
identifying at its base multilateral lending conditionalities 
that already are substantially in place (IR 3.1.1.1.1.1)--and 
therefore are not a result to be rccomplished--because they drive 
muah of the restructuring in the sector. The conditionalities 
also are important because satisfying them constituten indicators 
for oertain results further up the framework. 

The three principal intermediate renultn contribute to achieving 
SO 1.5 in that they reflect improvement in environmental, 
buninems and investment conditions (I18 1, 2 and 3) that are 
necessary a d  sufficient to bring about a more mconomically 
sustainable and environmentally nound'energy sector. The 
relationship among them is that improved environmental 
performance (an reflected in the indicators regarding less wante 
during petroleum production, petroleum processing and power 
generation) within the sector both improvan business perfornance 
(an indicated by, eOQar return on assets and equity) and profit- 
oriented investment (as reflected by increased external 
investment by those outside the sector and increased internal 
investment by those state enterprises, such as refineries, that 
control their own cash flows). More specifically, adopting more 



onvironmontally efficient practises in tho onorgy soator will 
help aroato roro viable businossos. Buch praatiaes 8180 will 
dear0880 tho total aost and risk of invostment in onorgy 
faailitios (in that some noaossary onvironmontal aloan-up already 
will havo bean aacomplished, reduaing lator aosts and liability). 

Improvod managomant practiaos (IR 1.1) aontributo to all throe 
prinaipal intormediate results. Buch practiaos flow from better 
toahniaal aapabilitios and rosouraos--more spoaifically, improved 
inforution (IR 1.1.1), more managorial aaaountability and 
autonomy (IR 1.1.2) and bottor rmrguent skills (IR 1.1.3). 
Linking aaaountability and autonory in on0 IR, whih not 
unidimonsional, novortheloss is justified by tho faat that tho 
two rust go hand in hand as a key eluent aontributing to 
improved unrrgmmont practiaos. Oroator aaaountability without 
groator autonomy will leavo rrnrgers rosponsiblo for matters they 
aannot aontrol. Conversely, granting them groator autonomy 
without holding t h u  more aaaountablo negates a koy incontivo to 
us. that autonomy wisely.. 

Just as improvod management practiaos partly rofloat technical 
faators, improvod market orientation (IR 3.1) reflects the 
aompotitivo prossuro neaessary for bringing about a rostructurod 
onorgy soator and tho more viable firms constituting it. Such 
pressure grows out of rationalired priaos and aapacity (IRs 3.1.1 
and 3.1.2). as well as moro open aommeraial networks within tho 
sector (IR 3.1.3). As refloated in aortain of tho indicator. for 
theso three intermediate results, aaaomplishing them will 
oliminato tho cross-subsidies a d  redundancies that aharacterioo 
tho sector, a d  open it up to tho influonco of relevant market 
aosts a d  priaes. 

An improved markot orientation also substantially aontributes to 
improved management practiaos, in that it provides an important 
impetus for managers to refino and intensify their offorts. IR 
3.1 also aan aontribute direatly to improved profit-oriented 
investment even without the mediating influence of IR 1.1, in 
that under some ciraumstancos aompetitivo pressures ~y drivo 
investment even in tho absence of better management. But for the 
onergy seator as 8 whole, both oloments are noaessary for 
inareasod investmoat to aomo about. 

Closer to tho base of tho framework, moro offoativo 
irplemontation of laws, rogulations and policies plays a cruaial 
rolo regarding all higher love1 intormodiato rosults. Such 
implemontation is important boaauso simple adoption of necessary 
laws, rogulations and policies (IR 3.1.1.1), as important as it 
is, by no moans guarantees that real ahanges automatically will 
take place on tho ground. Buch real changes are key to tho IR 
3.1.1.1 indicator of complianao with EU mtandards. 

  ringing about more offectivo implementation will yield tho price 



rationalisation, aapaaity rationalisation m d  open networks 
identified above. But for iaplmmentation to oaaur, the aorreat 
laws, regulations and poliaies naturally must be in plaae (IR 
3.1.1.1.1, as must Oovernment of Romania politiaal will (IR 
3.1.1.1.2) in mupport of iPrpluent8tion. These in turn rest on 
the aforementioned aruaial faator of multilateral lending 
aonditionalities. 

1. Multilateral lending bodies will r d  aommitted to 
restruaturing the energy seator. 

2. The aoverament of Romania will r-in aommitted to 
restruaturing the onergy seator. 

3. Demand for energy will hinge in part on overall eaonomic 
growth, with ramifications for various pressure a d  incentives 
pertaining to restructuring. 
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8.0. 1.5 A rara oeoaomiorlly .tutrirrala and onviro.u~.ltrlly 
mound onugy m a a t o r  - 
Romania has a riah endowment of natural resouraes in areas 
relatod to energy (petroleum, natural gas and ~08l), as well as 
other water a d  environmental resources (the Blaak sea and the 
-nub. Basin). However, during the communist area, Romania 
developed its energy seator more based upon statist prinaiples 
than eaonomia rationale and henae huge over aapaaity in some 
seators (..go refining) ar88te8 inefficienaias that drain the 
eaonomy of resouroes and aash. Moreover, significant State 
subsidies are made in the areas of oil refining, electricity, and 
gasoline suah that ourrent priaes do not adequately reflaat 
supply and duand dynamias and henae anaourage the use and 
exploitation of resouraes at artifiaially low prices. 

The EU PILARE, the IMP, m d  the World Bank have been actively 
enaouraging the mvarnment of Romania to rationalise its energy 
seator. Buah rationalisation will require very hard decisions, 
potentially involving signifiaant layoff, and will have far 
reaching effeats on energy and power priaes. Donor pressure has 
enaouraged Romania to put in plaae a better legal framework as 
well as to aatively engage in a restructuring dialogue. 

In 1993 the National Agency for Xineral Reaouraes (NAKR), the 
regulatory body in aharga of tariffs and regulations for oil and 
gas, was created. BIAXR also issues regulations m d  environmental 
standards for transportation a d  organisms bids for aonce~sions 
of new oil and gas fields. In order to provide more rational use 
of oil and gas, law number 42, passed in 1993, imposed a tart on 
domestic oil and gas exploration. 

Draft laws for Environmental Proteation, Waters and Oil, 
respectively, also contain provisions for natural rea~ources 
management and will work toward the goal of a more efficient, 
environmentally sound energy seator. The petroleum law has been 
promulgated by the President and look effeat in late Huah, 1996. 
Tho environmental law currently is being debated by Parliament 
and includes language on environmental rmgulations and compliance 
schedule enforcement. However, language aoncerning the creation 
of a IUational Environmental Fund, which would be funded by.tues 



on polluters, has been eliminated, making the environmental law 
less praatiarl than it was originally drafted. 

USAID has been involved in three major aspeats of the energy 
seatort (1) the power seator; (2) upstream petroleum seator; m d  
(3) downstream petroleum seator. 

In the power seator, USAID took an aative role in drafting up 
four options for restrwWing W m  pewor, matox +o PrLn it more 
market-orirnted and aompetitive. The USAID t.ar also identified 
ahurges in legislation whiah are neaessary to establish suah a 
struature. Aaaording to the oonditions of the World Bank power 
Seator Loan, the Qovunment of Rouaia mu8t seleat one of the 
four options within the nuct few months. 

UBAID funded activities also foaus on end-use efficiency of the 
utility operations, helping the Oovarnment of Romania develop an 
appropriate approaah to damand-side management. These activities 
will look alosely at tariff struatures a d  at more efficient 
delivery a d  use of power by the au8tomers. 

In the upstream petroleum business of finding and producing oil 
and gas, USAID is funding a projeat to help Romania move toward 
privatiaation of these activities. The exploration aativities in 
Rouania teahnologiarlly speaking lag far behind the rest of the 
world shoe they have been sheltered from market foraes. The 
projeat is helping Romania establish a data base to oversee the 
effiaient management of assets and develop a system of rates m d  
tariffs in order to put the business on a reasonable eaonomia 
footing. Projeat aonsultants have helped the GOR rewrite 
regulations also. Overall, USAID is helping the GOR make 
neaessary reforms in order to attraat foreign investors into 
urploration. There is an estimated 5 to 20 million barrel 
potential in Romania. 

In the downstream petroleum sector of refining, transporting, and 
~rketing, USAID has finanaed the development of a computer based 
model to restructure the refining sector. Implementation of the 
reaommendations of this model are a required prelude to World 
Bank funding of $200 to $300 billion. The study is aurrently 
with the GOR, awaiting a decision. The sector is wrought by 
over-capaaity resulting from isolation from the global economy 
a d  aurrently is not privatirable. Implementation of the 
pr0p088d restmaturing will have a major impaat on several key 
results, inaluding IR 3.1.1, 3.1.2, 3.1, 3, 1.1, and 1. 

acted Accom~lishments Durina FY 97 and FY 98: 

Onae the GOR makes a selection of whiah power option they will 



pursue, USAID will provide teahniorl assistanae to help them 
implement the reaomnendations of the option, including writing 
neaessary regulations and making inevitable decisions. 
Inpluentation of the power seator option will have a direct 
impaat on a number of results, inoluding IR 3.1.1.1.1, 
IR3.1.1.1.2, IR 3.1.1.1, IR 3.1.1, IR 3.1.2, IR 3.1 and IR 3, 
resulting in m improved profit-oriented investment in power. 

A USAID aonsultmt for oil and gas onvironmental monitoring a d  
liaenaing urived in R o M ~ ~  in Oatober, 1995 for eighteen-months 
in ordu to help establish environrontal standards for rOAMB. This 
aonsultmt will 8180 help establimh appropriate rate m d  tariff 
polioiea for oil and gas truranimsion via aommon aarriu. #AlaR 
onvironmental monitoring and liaensing will be raaomplished by 
late 1996 or early 1993. Impluentrrtion of new oil m d  gas 
tariffs will oaaur late in 1996, not by Deammber, 1995 as 
originally expeated. These aativities will rffeat several 
results, inaluding IR 3.1.1.1.1, IR 3.1.1.1, and IR 3.1.1. 

A total of 15 new petroleum aonaessions were announaed in late 
April, 1996, m d  are saheduled to be awarded to private (foreign 
oil uploration aompanies) by May, 1997, after aompletion of 
aontraat negotiations. Thia rafleats a giant atep forward toward 
linking Romania into the global aompetitive aarket and will 
impaat on results IR 3.1 and 1s 3.. 

Environmental liability/aomplianae sahedule-related regulations 
are upeated to be enacted by Deaember, 1996, along with 
Environmental liability intern81 laws that alarify the 
1iabil.ities of foreign partner.. Theso aativitiea will impaat on 
IR 3.1.1.1.1. 

If the BIational Environmental Fund remains part of the 
Environmental Law, USAID assisknae.wil1 be provided to help 
design the fund. Otherwise, aasistanae to implement an 
Enviromntal Law without a aelf-sustaining funding mechanism 
will not be provided. 
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U8AID/Rom8nia Stratogia Objoativo 2.1 

Inaroasod, Bottor-Inforud Citironsg Partiaipation 
in Politiaal and Baonomia Doeision-Naking 

Through Pluralistia Noahmi.u 

Tho dovolopmont hypothesis underlying USAIDg8 work on aitizonsg 
putiaipation in Romania is that pluraliatia moahmiua offer on0 
of tho koy medium-tom moans of aontributing to UBAID/Romaniags 
Duoaratia Transition goal of "supporting tho transition to 
transpuont and aaaountablo govormao and tho ompowermont of 
aitirona through domoaratia politiaal proaess~s.~ Thus, EN1 
Btratogia Objoativo 2.1 is narrowed somewhat so that 
U8AID/Rormia a h  for @@inaroasod, bottor-informed aitisonsg 
putiaipation in politiaal and oaonomia~doaision-raking through 
pluralistia m~ahanisms.~~ 

Pluralistia partiaipation is aharaatorisod hero as moaning 
aitiron putiaipation through group involvemont.in poliay 
formulation (tho proaoss of adopting laws, regulations and othor 
poliaios) and poliay impluontation (tho proaoss of putting 
poliaios into aatual offoat). 

Group participation ombraaoa both: a) organizations that are 
mainly poliay-oriented; and b) thoso that u o  aonaernod with 
affoating poliay as a vohiclo for supporting their othor, non- 
poliay missions (such as somiao dolivery). Group participation 
is important for U8AIDgs aontribution to Romanian demoaratia 
dovolopmont for at least two broad roasons. Firat, doaades of 
roprossion of aivil soaioty loft tho nation boroft of tho 
gonuinoly voluntary assoaiations that aharaatoriso flourishing or 
ovolving duoaraaios. HVoluntarpg involvomont was in offeat 
foraed upon Romanians in tho past, leaving them with little 
knowlodgo of how to organiro themaolvos uound i#auea of gentrfno 
aommon aonaern, m d  leaving thoso in govomment with little 
approaiation of tho importanam of tho aivil soaioty 
organirations. A. in any aountry, aitisons' groups, labor 
unions, professional organirations, political partiom, and othor 
groups aan play a vitally important r010 in Romania in making 
loaal and national govornmont moro roaponsivo and aaaountablo 
regarding soaiotal priorities m d  probloma. 

Tho other roaaon why 80 2.1 focuaos on pluralistic involvement ia 
a praatiaal on.. For USAID/Romania (and its partners) to aim for 
widespread, individualised aitizen participation over the courso 
of approximately tho next air yoara would bo laudablo, but aould 



be m overly ambitious objective. Marrowing the objective to aim 
for more effective group involvuent and impact remains 
ubitious, but achievable. 

This is not to may that USAID/Rouniag8 activities will not 
aontribute in some ways to individualsg partiaipation in 
Romaniams democratic transition. In faat, a part of the 
development hypothesim refleatad in this SO 2.1 rrsultm fruework 
i8 that the aativitiem that aontribute to greater pluralistic 
participation a180 will achieve greater involvement among 
unaffiliated individuals. But much involvement will ba ancillary 
to the 80ms main thrust of participation through organised 
group.. - 
The 80 2.1 results frameworkm8 two principal intermediate results 
refleat the two main aauses of greater citisen participation. 
w8trengthened advocaay activity by groups with policy formulation 
and implementation aoncernmw ( X U )  aapturem the result of such 
groups playing a greater role by virtue of their growing 
mophimtiaation and interaction with each other and with the 
government, as refleatad in XR2 indieator8 such as groups banding 
together to form coalitions, inoreasad submission of written 
proposals and comment8 to the government, and increased 
invemtment of human and finmcial resoureem in advocacy 
aativitiem. In effeat, it tranalate8 into these group8 "pushing 
open the doorgm of participation. Strengthened advocacy activity 
flows from more groups taking on advocacy roles (IR 2.1) and from 
such groups having improved capacities to carry out such roles 
(IR 2.2). 

wIncreased opportunities to participate in decision-making 
mechanismsw (IR1) represents the other midm of the equation, the 
ways in whiah government opens the door to greater citisen 
involvement in its operations and decisions. It is a result of 
the Miapr~~ed enforcement and appliaation of laws, regulation. 
m d  policies promoting citi8.n participationwm (IR 1.1). Buch 
enforcement im important beaause in Romania, am in many other 
countries, the very weak rule of law frequently results in laws, 
regulation8 and policies frequently not being enforced. 

Anothar lower level result that aan aontribute to increased 
opportunities to participate on a 10-1 level im the realisation 
of UBAID/Romania Btrategia objeative 2.3, regarding more 
effective, responsive, and aaaountable local government. 

Both sets of intermediate result8 (i.e., increased opportunities 
and strengthened advocaay) flow from having the proper 
legal/regulatory/poliay framework in place (IR 1.1.2) and a 
greater availability of diverse mouraes of information for the 
citisenry as a whole and influential segments of it in particular 



(IR 1.1.1). The informational aomponent aomprises not jumt 
media, but a180 new information souraes suah as the Internet. 
Inoreased aaaess to information aaa both diraatly inorease the 
aapaaities of groups aonaerned with poliay and aontribute to a 
soaiekl aontoxt in whiah suah groups and their aonaerns have 
broader support among non-members. ?or example, environmental 
#GO8 may have a greater irpaat on policsy if it is apparent to 
government offiaials and members of Parliament that there is 
widespread aiti8.n interest in the issue. 

Of aourse, 8s with other strategia objeative8, eluent8 of the SO 
2.1 remult8 fruewor& -I:d be &mpiotod graphiaaUy as looping 
around to affeat eaah other regardlams of where they are loaated 
in the remults framework. This, for oxample, is the 08s. 
regarding the reapeatu in whiah IR2 affeats IR 1.1.2 and IR 1.1. 
But for the make of simpliaity in presentation, and beaause some 
suah loopa run through USAID/~omania's demoaratia transition goal 
and not just strategia objeative 2.1, suah aomplex aausal 
aonneationu are not depiated here. 

I. Critiaal Assum~tionts 

1. The Government of Romania will aontinue, at a minimum, to 
tolerate organisation of genuinely voluntary groups. 
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8-0- 2-1 Iaarusod, bottu-infozmd aitisma8 putiaipation in 
politiarl and w o n d a  boai8ion-rr)ring through plurrlirtia 
-8m8 

Overall Prouress 

Bix years ago Romania was aonfronted by an influx of private 
groups all bringing uergenay assistanae. For the first the, 
Rounians heard of non-governuntal organisations (#GO.) and 
tried to understmd the aonaept. Initially, many offiaials were 
wary, refusing to pursue any involvement with #ma. ~onversely, 
many of the foreign humanitarian #GO8 aatively avoided contact 
with the GOR. 

blow, five years after the Romania USAID program began in 1990, 
for asaistanae to ahildren in institution# began in 1990, project 
evaluations are noting a differenam in attitudes. For the first 
the, govemmont offiaials u e  spontaneously aiting the value of 
dialogue, t a u  work and putiaiprtory training as examples of 
duoaraay at work in meeting the soaial needs at the aor~~runity 
level. And staff of indigonous 1400s have oredibility beaause 
they are not part of the governmental system. This is a major 
ahange from just two years ago and highlights the importanae of 
developing aitisen groups and loaal #GO8 who aan maintain the 
dialogue. 

Independent Media 

Private independent Romanian media aontinues to develop beyone 
upeatations, uraeeding all targets, and playing a critiaal role 
in informing aitisens. To date, 38 private television stations 
are on the air, 88r~ing mainly loaal audiences, while another 44 
have been liaensed for future broadcasting rights. The number of 
private radio stations registered is 146 of which 103 are 
aatively broadcasting. The number of private newspapers with 
nationwide reaah stands at 14. A private nationwide news wire 
serviae is in existenam. 

On the downside is the frat that much of this growth has been 



within audioncou already wall-outabliuhod (i.0. urban aenters). 
Rural aroas have generally only Romanian public television (TVR) 
as an information source. Iowspaporu are not distributed thero 
boa8uso of laak of a distribution network. 

Eloationu and Politiaal ~roaosu Bupport 

UBAID providod uignifiaant oloation ausiutmao in 1992 for tho 
last national oloction. Tho 1992 oloationu wore judged to bo 
from and fair and tho new Parliuontary partiom have adapted to 
tho noad for govornmont by aoalition. USUD will again provido 
ausistanao to tho upaoming 1996 oloations. Currant plans focus 
on votor mducation offortu, aonsistont with our objeativo of 
aitisonmD participation in daocratia decision-making. 

UBAID/Bucharoat ham funded a numbor of aativitiou directed toward 
inaroasing citison participation in political and oconomic 
decision making. Funds havo gone toward tho development of IGOs 
as advoaacy, policy-making foraos in a democratic society, in 
diroat support of IRS 2.1, 2.2 and 2. In addition, funds have 
gono toward the development of m indopondant modia, impacting IR 
1.1.1. Fund8 havo also boon diroctod at votar education, 
oloction monitoring, development of politiaal parties, and civic 
oduaation, in uupport of IRU 1.1.1, l.l.l,and 1. 

Yoauuring impact of citisen and IGO partiaipation in decision 
making from yoar to year is oftan moro qwlitativo than 
quantitative. For oxamplo, most IGOu have increased their 
aontact with media and public offiaialU8 baaod on an informal 
survey, and we havo observed that local government rules and 
rouponsibilitieu are more ofton utplainod through local and 
rogional modia, m d  losu by tho national modia. 

Regional aaaeusments by tho Democraay 13otwork Program are 
documenting that Romanian #GO8 in tho social moator arm moro 
advanaed in organisational dovolopment boaauso of two years of 
tochniaal training provided to 70 of thu. And tho Democracy 
Iotwork is building on tho training modulo8 toatod during that 
BIG0 utrongthoning project. Tho training aativity ha8 impacted 
IRZ.2, nuoly improved capacity of groups with policy concerns. 

Early UBAID asmistance in uupport of independent media was in the 
form of grant assistance to uolectod recipients (i.e. printing 
presu donations to selected nowspapers). Clearly, the need over 
t h o  wau to develop broad-based mapport for objective and' 



profeaaional media and journaliur. USAID phased out of the 
88rli.r grant-baaed assistanae in 1994. In the meantime, private 
aeator initiative ham provided new and independent media 
alternatives in the Romania market. 

The new USAID approaah just getting underway, through the 
88Profeasional Media Program," has a heavy busineas/management 
orientation. Thia is needed to help independent media entities 
develop the ruket strength they need to beaome and remain 
self-auffiaient, thereby bettor aaauring the diversity of 
inforution aouraea for the Rounian people. 

The Profeasional Media Progru inaludea aativities designed to 
work fror the "top downw and fror the "bottom up." "B~ttom-up~~ 
aativitiea aonaentrate on training, aonaultation, equipment and 
other support on partiaulu projeata by apeaifia media outlets or 
groups at the local level. "T~p-down~~ aativities are more 
general, designed to advanae the aommon media good by benefitting 
all or most of the entities within the industry. These include 
development of professional aaaoaiations and university 
journalin education. This program will have an impact on result 
IR 1.1.1, whiah playa a critiaal foundational role in the 
strategia framework. 

Another a r u  of interest for the misaion ia that private media 
programming supports deaoaratia m d  market-oriented values. In 
this area, our target regarding the peraent of the population 
that aonsiders itself favorably disposed towards change was 
achieved. Acaording to a reaent professional survey, 54 percent 
of the population felt thin way, surpassing our target of 50  
peraent. 

Election and Political Party Support 

The September 1992 elections in Romania were declared "free and 
fairPn in part due to the efforts of USAID and other contractors 
in poll monitoring, voter eduaation and electoral management 
assistance. This aativity hpaats results IR 1.1.1, 1.1, and 1. 

This year, eleation awareneaa and monitoring aontractors 
aontinued their technical aaaistmae programs as well as 
alearinghouse and information uahange activities. Other * 

program. addresaed the issue of 10-1 government public 
participation and aaaountability of elected officials. Voter 
eleation awareness &rives a d  other work in preparation next 
year8a eleation are und8~8y. 

The Parliament ham passed a new politiaal parties law, which will 
heavily influenae whether the politiaal proaesa in Romania 
develops as pluralistie. In addition, a new electoral law is also 
pending. Also, a new Looal Publia Administration law will prevent 
Prefeats regional repreaentativea of the national government) 



from dismissing eleated mayors without two aourt decision, as had 
happened pr8~iously. These law8 and their enforaement will 
impaat results IRs 1.1.2 and 1.1. 

eat- Aeaor~lishments in ?Y 97 and FY 98 

The Damoarray Yetwork will aontinue to promote IRs 2.2 and 2.1, 
nuely inareasing the uapaaity of groups with poliay aonaerns and 
inareasing the adoption of advooray roles by groups. A new 
group, the MQO Allimae for Childran and P=iLy, r direct result 
of U8AIDms aativities dealing with institutionalired children, is 
attampting to gain legal status m d  will b e o w  an aative 
advoorte for alternative models for dealing with unwanted 
ahildren. 

A UBAID-funded Romanian family planning #GO, BECB, will approve a 
plan for the number of family planning clinias that will be 
supported in tho absenam of USAID funding and a financial plan 
for inareased aost recovery. It is uspected that 8 of 12 clinics 
will bo able to reaover aosts under present projected schemes 
given their present performanae and will maintain their family 
planning servicem. SECs has beaome an important and vocal 
advoaate for family planning in Romania and will continue to 
impaat IRs 2.1, 2.2, and 2. 

Private seator media developmmt is one of Romaqia8s suacess 
stories. Although problems related to government interference in 
media still remain, thesm will decline over the. Media sector 
support will be pursued in 1996 and 1997 through the 
reaently-initiated Professional Media Program. These efforts are 
mxpeated to foaus on the business development prospects for the 
media sector, amphasising aommeraial viability. We believe this 
approaah to be the most effeative guarantee for future access by 
the Romanian people to a variety of independent souraes for news, 
information, and opinion. 

Bpeaifia outputs include bettor financial performance of private 
media aompanies reaeiving assistanae, greater reach into rural 
areas of independent programming and reduaed indireat aontrols 
over media through press laws, printing stoak supply wshortagesm 
and eleatronia broadcast liaensing restriationa. These outputs 
will aontribute significantly to IR 1.1.1. 

Elections m d  Political Parties 

With loaal eleations slated for June and Parliamentary/ 
Presidential elections scheduled for I?ovemb8r,1996, the Romania 
rimmion aatiaipates providing aleation-relatad assistanam during 



?Y 1996. By the end of FY 1996, tha R O M I I ~  Mission anticipates 
that support for the 1996 alaations will have further 
strengthened Roaania's mturing domoaratia proaess. Assuming 
muaaems in thim area, USAID's profile mhould bo reduced in 
subsequent fisaal yaars, 1997 and beyond. 
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UBAID/Romania Strategic Objective 2.3 

Yaro Bffoative, Reuponrivo, and Aaaountable Looal Bovernurnt 

3 ~ 8  8 legacrp of uyutuu adapted fror French modelm and exaggerated 
under aorrunimt rule, Romania today ham a rather centralised 
governrent appuatum that allowu little leeway for local 
government unit (mu) aontrol over u n y  deciuionu and service8 
that moat logiaally uhould bo undutaken at the nationmm city m d  
aounty levelm of government. Centrally appointed prefectm, for 
uuple, have had the power to ruove certain local officials 
fror office. 

The iumue is all the more critical because many of the problems 
that confront Romanian citisena uime and aan most appropriately 
be addreasad locally. It ham additional ramifiuations for the 
nationms evolving democracy in that the officials who today serve 
in crity and county governnrenta may well rise to national postu, 
where their future perspective8 on citisen participation, 
decentrali~ation and service delivery could well depend on the 
experience8 they accumulate now. 

In various respects, then, how Romanian democracy functions in 
the near and long terms-and therefore, U8AID/Romaniama success 
at its goal of mmmupport[ingJ the transition to transparent and 
acaountable governance and the empowerment of citisens through 
democratic politiaal procesaesw--hinges on accomplishing 
atratagio objective 2.3 of bringing about "more effective, 
responsive, and accountable 10~81 government.@@ Whether and to 
what extent thim SO-level uuacemn take8 place will in part depend 
on (such indicators as) improvements in local government ability 
to deliver necessary services and better manage local affairs. 

Another aspect of U S A I D / R O ~ ~ ~ ~ S  development hypothesis is that 
resultu~aahieved on both the SO a d  intermediate result levels 
will take place in a phased manner reflecting the ways in which 
improvements in local governanae likely will spread throughout 
Romania. Nora specifically, achieving results for U8AID-assisted 
LOU8 will occur first. Accordingly, measurement of results for 
these LGUu will take place firut. Subsequently, as lessons from 
the LOUS increasingly have been diuaaminated formally and 
informally to other LGUs, similar indicators (to those utilised 
for USAID-assisted LGUs) will be employed on a national level. 

XI. Causal Linkacres 



Tho two atroua of results that load to moro offoctive, 
rosponaivo and accountable 10~81 govarnmont pertain to the two 
u i n  functiona of LOUa. Thus, tho two principal intermediate 
roaulta 8ro aastrongthonad loor1 govammont dociaion-making 
capacity (IR 1) and 8aatrongthonod loor1 govornmont service 
dolivory orpacitpa (IR 2). 

Dociaion-making capacity corroaponds to tho policy decisions and 
priority-clotting undertaken by mloctod officials, advisory bodios 
m d  LGV staff. It flows from thoir uao of bettor information (IR 
1.1) and unrguont aystema (IR 1.2), as woll as their increased 
akilla (IR 1.3). 

Strongthonod aorvico delivory orpacity 81.0 benefits from 
inororsing tho akilla of local govornmont personnel. In 
addition, it hinges on tho cruaial factors of more revenue 
bocoming available to LOU. (IR 2.2), and on local governments 
having groator control over whatovor rovonuo in available, as 
woll as over local-level functions and human resources (IR 2.1). 

Both tho botter information and better management systems results 
will apring from improved mechanisms for gathering information. 
Thoso mechaniama pertain to citiron involvement (IR 1.1.2) and 
technical and profossional information (IR 1.1.3). The citisen 
involvement 81.0 contributes to bringing about awincreased, 
batter-informed citisens8 participation in political and economic 
decision-making through pluralint mechanismsw (80 2.1). It does 
ao by resulting in "increased opportunities to participate in 
decision-making mechanismaw (IR 1 of SO 2.1). 

IR 1.1.2 rolatos to two othor important intormodiate results. It 
ia a product of increased loor1 govornmont undoratanding of tho 
value of citiron participation (In 1.1.2.1), a new concept for 
u n y  local government officiala. IR 1.1.2 81.0 has a dynamic 
relationship with increased citiaon understanding of local 
government (IR 1.1.1), in that tho two results affect each other. 
IR 1.1.1 reflects the reality that Romanians need to develop a 
groator appreciation of what thoy can and cannot q e c t  
government to do in a democratic, market-oriented polity. 

Finally, increamed local govomment control (IR 2.1) flows from 
an improved logal/regulatory/policy framework (IR 2.1.1) that 
makes such control possible.. Such a framework in turn depends 
nubstantially on the increased ability of local governments and 
their officiala to represent thoir interest. at the national 
l v 1  1 2.1.1.1). P0~8ibl0 improved law. which should be 
conmidorod include an amended law on local self-government, a law 
on local financo, a housing law with a condominium cause, and a 
law of patrimony. 

ZII. critical A S S U ~ D ~ ~ O ~ S  



1. Momentum for deaentraliration aan overaome forces in tho 
national government that resist suah a development. 

2. Inareased management and governaaae aapacity at the 
loaal level will allow LOUS to more effeatively lobby for 
increased authorities. 

3. While a potential hindranam for deaentralisation, the 
party-list (as opposed to aonstituonay-based) system for 
aleating Parliament is not an abmolute obstaale. 
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Before the events of 1989, Rounia h8d one of the most 
aentralised governments in the Soviet bloc. Local government 
authority and orpacity for uking independent decisions or taking 
action had almost aompletely atrophied. To the extent that 
western European governmental models were adopted prior to World 
War If they were French models, and therefore relatively 
aentralised as well. 

Tbe responsibilities of local governments are limited and their 
ability to manage resources is even more strictly limited. 
Virtually all their revenues are transfers from the central 
government and they are permitted minimal discretion in their 
use. Activities which are legally subordinated to local 
authorities, such as public utilities ornnot truly be managed by 
them because they do not have the authority to change rates paid 
for services or to easily hire and fire the utilities8 
managunents. They do not make the decisions about improvements 
to the utilities8 facilities nor do they finance those 
improvements. In addition, municipalities lack adequate 
infrastructure to provide normal public services such as water, 
heat and electricity at a constant level, and existing backlogs 
for new services are high. 

With the support of the central government and the Federation of 
Municipalities, USIID has been, and is, working directly with 
local authorities to improve their capacity and capability to 
manage within their existing legal authority and within their 
existing resources. These activities have impacted IR 2, 
"strengthened local government suvice delivery capacity," and IR 
1, 88strengthened local government decision-making capacity." 

Aa part of a program implemented through housing sector contract 



reohanisma, USAID has completed financial management and public 
budgeting programs and/or computerisation programs for a total of 
four aities and a water utility managamant program for five 
citiea. Thia contributed to IR 2, "better management systems in 
p l a ~ e , ~  and IR 1, "strengthened 10-1 government decision-making 
orpacity," and inereasad the central government's confidence in 
the capacity of local government to manage itaelf and its budget 
axpmnditurea. 

Aa a reault of the aucceas of these prograaa and the demand for 
similar progrua in other aities, r speaifia Publia 
A4miniatration Progru was-Mgnmd, bid, urb ia undumvay in 
Romania aa of October, 1995. This Publia Adniniatration Progru 
will initially operate in five Romanian aitiea, later to be 
qanded to five more. The progru focuaea on basic public 
management, on aconomic development and on public participation. 

In addition to short term advisors supplied by tha consulting 
aontractor, a Regional Publia Administration Advisor with 
responsibilities for public adminiatration programs throughout 
the E8lk.n region ia assigned to USAID/Bucharest managing this 
progru and is providing direct public administration technical 
rasiatance aa wall. 

Ongoing UBAID municipal infrastruotura projecta in three cities 
are dealing with customer service backlogs for services and also 
with management inprovenents and increased reliability of 
aerviaeo. These activities have helped reduce backlogs in 
requests for services such as watmr a d  heating. In Craiova, for 
urample, backlogs for cold water services have been reduced 35 
peroent from 1994 to 199S, sewage servic8 backlogs reduced 59 
peraent and heating backlogs reduaed 43 percent. These 
activities have positively impacta IRa 1.2, 1, 1.3, and 2. 
In the same three cities, the Water Regii (state corporations) 
were restructured to provide bmttu service, positively impacting 
IR 2. Aa a result, two of the oities were beneficiaries of EBRD 
municipal inframtructure loans. 

mated Acao~shrents in ?T 97 and ?T 98 

Btatiatical data regarding tax and revenue transfers to local 
governments will become available in mid-1996, allowing a more 
precise measurement of progr,ess. 

Paaaaga of the Water and Bnvironmental Lawa, both of which ahould 
include language on public rccesa to local environmental impact 
information, is expected to occur by December, 1996 as targeted. 
Paaargm of 8 Loo81 Government Binrmce Law to give local 
government more authority over its tax rmvenues is not likely to 
o c c ~ ,  even by the end of 1996, for political reasons. 
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Inar-d Use of Mod- coptrraaptive ~ethods, 
With m -hasis on Prirrk maator Dalivuy Systeu 

One of the most glaring soaial legaaies of 19iaolae Ceausesau's 
regime was the total ban on fuily planning in Romania. The 
results of this poliay were uttruely high rates of illegal 
abortion and a rate of matern81 mortality ten times higher than 
elsewhere in Europe. In addition, thousands of abandoned ahildren 
were plaaed in institutions baaause women were too frightened to 
attampt or aould not aaaept illegal abortion, the parents were 
too poor to support the child, or the mother was unable to cope 
with the soaial stigma of raising a ahild alone. 

The government's efforts to reform Romania's social and health 
systmma are progressing slowly, espeaially in developing an 
effeative and responsive public family planning system. 
Despite the legalisation of aontraaeption m d  abortion in 1990, 
m d  World Bank assistanae in developing a network of government 
family planning clinics, Romania's publia health and social 
systams inadequately addressed the family planning needs of 
Romanians. Only 14% of women in union in their reproductive years 
use any form of modern contraaeption while 4 5 1  use traditional 
methods aharaaterised by high failure rates. Ilrternal mortality 
is still the highest in Europe and abortions outnumber live 
births three to one. The major oruses of maternal death are 
unsafe abortions, hamorrhage and infection. Equally alarming is 
that after reaching a low of about 80,000 institutionalized 
ahildren in 1991, the number of ohildren now institutionalioed is 
estimated to be over 100,000. Lessons learned from USAID'S past 
experience in Romania suggest that these health m d  social 
problems aannot be ameliorated without addreosing a major root 
crruse: prevention of unintended pregnanay. And, further, U8AID8s 
experience to data strongly illustrates that the public sector 
will not at this point adequately deal with the issue due to lack 
of aommitment, resouraes, and aapaaity. The potential for 
private sector involvement in family planning, through non- 
governmmt organiaations, through private physicians, and through 
private pharmacies is enormous. 

Over the last five years, the major part of USAID'S social sector 



funding has been to provide omergonay assistmae to MOOS working 
to improvo the health and well-being of abandoned and 
in~titutio~li~ed ahildren. N8ny ahild welfare PVOs/NGOa have 
8uaaessfully demonstrated community-based and alternative 
serviaes. But them now approaahos to ahild welfare, even if 
implamented nationally, are not suffiaient to withstand a 
continued inaruse of newly abandoned ahildren into the system. 
USAID supported tho development of and continues to support seven 
fuily planning alinias through non-governmental organiaations. 
mile the fuily planning NWS have played a aritiaal role in 
modeling quality family planning sarviaos, they have only been 
able to reaah a amall peraentago of the population in need. 

A major aomponent of the miasionas future mtrategy is to use 
marketing and publia information oampdgns to ahange aonsumer 
attitudes towueds modern aontraaeption and to increase their 
awareness of and aonfidenae in the family planning services and 
produats available to them. A Romanian Reproduative Health 
Survey aonduated in 1993 identified that the potential demand and 
need for modarm aontraaeptives was significant. Nearly 40% of 
Romanian women of reproductive age and 55% of the women in union 
are at risk of unintended pregnancy because they are not using 
effeative aontraaeption. The survey identified a series of 
aonatraints to inareanad use of modern aontraaoptives, including: 
fear of side effecta; laak of information about modern methods; 
partner preferenae; laak of systmatic availability; and coat. 
For usample, almost two thirds of women who are using traditional 
methods (withdrawal and aalendar) believe that those methods are 
more, or equally, effective than using tho pill.or an IUD. In 
addition, 43% of women surveyed thought the pill to be unsafe and 
38% dib not now if it was safe or not. 

On tho supply side, USAID has ahosen a renewed focus on 
alternatives to government mystom8 beaause there continues to be 
laak of aapaaity and laak of politiaal will to support quality 
family planning aerviaes in tho publia sector. In addition, many 
physiaians are unconvinced that aontraception is safe and there 
is little inarntive for OB-GYNS to provide contraceptives sinae 
they derive a m8jor portion of their income from abortions. Of 
women who are using modern aontraaeption, over 60% obtain them at 
pharmacies (38%), private clinias (6%) or in the "black marketw 
(17%). Only 30% reaeived contraaeption from public sector 
sources. Therefore, USAIDas future strategy will focus on 
increasing tho use of modern aontracoptives through improving the 
quality a d  inareasing acaess to alternative family planning 
serviaes and produats, with a speaial emphamis on private 
pharmaaies (estimated to aonstitute 90% of all pharmacies). 

Demonatration of private sector delivery syste~~s aan be used as 
rodeln to influenao the adoption of private m d  public sector 
alternatives in the delivery of other health and social services 
in Romania. Tho World Bank and UNFPA will continue to.take the 



l u d  on offorta to hprovo tho publia aoator family planning 
aorviaoa and U8AID will aontributo to that offort primarily 
through poliay dovolopmont. 

(1) Consumers (women and thoir partnorm), one. provided with 
raaurrto inforution about tho bonofita of modern aontraaoption, 
and inaroaaod aaaoaa to quality aorviaoa, will u k o  an informed 
ahoiao to uao modom mothoda am m alternative to abortion or 
W d o l ~ 1 . n t  

(2) Tho private aoator in Rounia, at this tho, will aontinuo to 
bo.8 more offiaiont m d  offoativo altornativo to the publia 
aoator for dolivoring quality fuily planning services and 
produata. 

(3) Pharmaaista will continua to bo allowed to me11 modern 
aontraaeptivos without a physicianam prescription. 

(4 )  Inareaaod aompetition among private pharmacies could help to 
lower tho aoat (priaos) of modom aontraaoptivoa and provido m 
inaontivo to improve tho quality of aorviaoa. 

Threo intormodiato resulta war. idontifiod aa noaessary for the 
aahioverent of Romania Btratogia Objoativo 3.2, "Increased uso of 
Hodorn Contraaoptivo Yothoda, with m Emphasis on Private Seator 
Dolivory Syatomamn They u o  inareasod a0nsun.r demand, improved 
quality, and inareasod aaaoaa to altornativo family planning 
aerviaoa and products. Tho 80 will bo measured by the volume of 
aaloa of modorn aontraaoptivo produata and tho ahange in modern 
aontraaoptivo provalonao (uao) ratoa. Although aonsidered to be 
at a higher love1 of impaat, USAID will periodically traak trends 
in abortion and utornal mortality rates and numbers of newly 
inatitutionalirod ahildron. 

termediato result 1 ia aXnuruaod oonsuur demand for family 
planning (FP)," whiah rofora to aonaumers' intention to obtain 
aerviaea from publia and private delivery system. Increased 
aonsumer drrand, however, roquiros an incroaso in aonsumer 
aonfidenao in (IR 1.1) urd affordablo and transparent pricing 
of PP produats and aerviaoa (IR 1.2). In turn, increased 
aonfidonao will be aauaod by aonaumora having inaroased knowledgo 
about tho benefits of family planning (IR 1.1.1). This latter 
roault reform to tho need to diapol myths about aontraceptivo 
mothoda, provide aaaurato inforution about tho health risks of 
abortion aa aomparod to aontraaoption, and advertise where FP 
produata and aorviaoa aan bo obtainad. Tho mianion intends to 
utiliro a vuioty of aommuniaation ahannola a d  techniques in 
aahioving this roault, including aoaial marketing aampaigns. 



Intermediata result .l ia wImpro~od quality of f d l y  planning 
suviaes and pr~duatm,~ whiah rafara to the range of FP services 
m d  produata being offered at publia m d  private sites, as well 
am tha standards baing followad in the provision of serviaes. 
This rosult ia aaused by two other intenrediata results: 
inarmaad aompatonay of family planning providers (IR 2.1); and 
improved financial m d  managemant praatiaaa (IR 2.2). Increased 
aompatanay rofu8 to tha providaraa ability to aommuniaato 
mffoativoly with alianta about fuily plurning iaauaa and 
ehoiaos, as wall aa to having taahaiaal lurowladgo and skill. 
Improvad finmaial a d  mnaguant praatiaaa rafara to tho naad 
for providua to uaa buainaas rrnrg~~ant t a ~ h l l i ~ ~ a l ~  such 88: 
using finanaial, urkating and sales data for daciaion-making; 
aatabliahing inventory and supply ayatama with diatributora; 
davoloping aliont-aontared infonution and mtorials; soliaiting 
alient faedb.uk. In addition to aontributing to improved 
quality, 11 2.2 is 81.0 linked aausally to strengthened supplies 
and distribution ayatama (XR 3.1, under incraasod access) . 
utermediata result 3 ia wInor.useb raaesa to family planning 
mur~iaes and prod pot^,^ whiah rafars not only to the number of 
outlata and alinica providing aarvicaa and products, but also 
to the gaographia distribution of thoaa outlet8 and clinioa. 
Thraa additional rasult~ are shown am naaassary to achieve IR 3: 
supplies and distribution ayat-a strangthenad (IR 3.1); 
incentives in placa for FP providara (IR 3.2); and privato sector 
delivery meahanisms established (IR 3.3). Strengthened 
distribution ayatama refers to the need of private outlets to 
hava a staady supply of producta in order to guarantee a raliable 
sarviao to its austomars. IR 3.2, incentives, refers to the need 
of privato outlata to rake a auffiaient profit ao as to be 
intorastad in aontinuing tha proviaion of sarviaas/produats. IR 
3.3 refers to the naad to aatablish a variety of viable delivery 
reahanisma. Although initially U6AID will fouua on retail 
pharmacies am an important sourao of aontraaeptiva information 
and products, other mechanisms will be oxplorad, tasted and 
atrangthenad (such aa copupunitp-baaod programs, private group 
praatiaaa, kioska m d  raforral ayatu8,'atc.). USAID will also 
identify way8 tha fuily planning NGOa aan sarv. am a technical 
rosouraa and aatalyat in the axpansion of altarnative delivery 
aystu machanisu. 

Zgtermadiata Result 4 ia mPublia and private tp systems supported 
hy lrrgal/poliop/regulatory (IZR) fr~emrk.*~ It is shown at the 
bottom of tho raaulta framework with aausal linkages moving up to 
u a y  of the internediata raaulta supporting IRs 1,2 and 3. The 
legal/poliay/regulatory ohangea th8t will be supported and 
traaked in this framework will foaua on removing uonunercial 
barriers to privata saator proviaion of aarvicas and products. 
USAID will also work to assure that tha lagal a d  policy 
anvironment aupporta fuily planning in both tha private and 
publia saator (auuh as: including family planning services in the 



haalth inauranaa law; expanding the raaaptad rola of Oenaral 
Praatitionars (GPa) and nuraea in FP; astablishing national 
8tmdarda for aarviaa proviaion; inaluding voluntary 
atarilioation in new health law; eta.). Am shown in the graphia, 
supportive LPR framework will ba brought about by a mat of 

faatora: key professional group. (auah am pharmaaista, GPa and 
OB-a) supporting family planning (IR 4.1); graaa-root8 
organioationa akillad in advoaaay (IR 4.2); and the appliaation 
of intarrtiorl leverage (IR 4.3). 
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Reproduative health o u e  ham boaome ra important strategia 
objeative boaaume of yearn of inattontion to tho needs of women 
and the prohibition on fuily pluming momriaas. Despite the 
illegality of aontraception mb abortion, Romanian women did 
anything possible to have only two ahildren, many losing their 
livem or their health in the proaemm. After four years, the 
winintry of Health's family plrnning program in beginning to 
provide serviaen around the aountry and to provide family 
planning training to about 400 general praatitioners and 
obntetriaiann m d  gyneaologimta. 

Rounian #GO-aponaored family planning aliniam provide marviaem 
to approximately 35,000 women, through a network of 12 alinicn, 
meven of which are USAID-supported. In addition, the first 
aontraaeptive marketing and dintribution project site visit 
oacurred in #ovenbar, 1995 to initiate a new aativity. Plans aro 
underway to aonduct a Young Adult Reproduative Health Survey in 
1996 to measure progress in aontraaeptive prevalenae. 

D Bucharest's Biunificant Contributions; 

The U.S. Congress earmarked funds for Romania in order to 
establish a private seator family planning alinia system and as a 
aonaequence UBAID funded the SECa aliniam, whiah were the first 
such clinics ever in Romania. The BECs clinian now have a 
network throughout Romania m d  are working toward sustainability 
once UBAID funding ends. In addition to serving approximately 
35,000 women, only a few yearm after their initiation, BECs 
clinic staff have begun to have an impact on the Government of 
Romania. BECs alinio staff have trained government family 
planning mtaffm and have raised their aonaciousness regarding the 
key issuem in the family planning arena. In addition, UBAID 
funding has mupported sex eduaation claaaes for teenagers, who 
are aonsidered a population at high risk of unintended 
pregnancies. 

m e c t e d  A ~ C o m ~ l i ~ h m e n t ~  in FY 97 and FY 98; 

USAID/Romania will move away from direat mupport of family 
planing serviae delivery clinian to nupport to social marketing 



a d  broader poliay issues in orber to inorease the commitment 
uong the publi'a and private seator for promoting the use of 
rodern aontraaeptives. 

The aontraaeptive marketing and distribution project will 
continue for three to four years. The technical assistanae 
related to improved marketing pr8atia.s by partiaipating 
pharuaie8 should rmault in 8 25 peraent inareaam in 
aontraaeptive males m d  should inarease the role of pharmaaies in 
the proviaion of aontraaeptive8 to women. 

On the poliay front, USAID-funded rativitios should result in 
inaru8ed support for family planning marviaas uong ObjGyns who 
u a  ourrently on. of the major remister8 to inormamod family 
planning use, m d  uong governmmnt poliay makers. Onae Ob/-s 
8aaept the us8 of modern aontraaeptives, aaauratm information 
will get aonveyed to women a d  the use of modern aontraaeptives 
is 8xpeated to rise dramatiaally. Women in union want to 
aontraaept but they are told by their Objgyns that modern 
aontraaeptive8 are dangerous to their health, that abortion is an 
aaaeptable alternative, and that traditional approaahes to 
aontraaeption are as reliable a8 moderi ones, myths whiah are 
h8ving a negative hpaat on women and their reproductive health. 

As of Deaember, 1995, 63% of all pregnanaies ended in induced 
abortion; USAID's target is to reduae this number to 55% by 
Deaember, 1996. 
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The underlying ratioaale for seleating this bureau objective is 
to help alleviate the human suffering caused by the eaonomic 
development poliaies of the formor aomwuaist regime. Fourteen 
"hot spots," or severely polluted U08s8 were identified in 1992 
in Romania by a joint environmental strategy mission aomprised of 
representatives from the World Bank, IU, WHO, UBICPA and USAID. 
The population in these areas suffer signifiaant side effeats 
crrused by industrial pollution. For .rtample, high blood lead 
levels in ahildren result in lowered mental aapaaity, reduaed 
growth rates and higher prevalenae of musauloskeletal problems. 
In the general population there has been an increase in upper 
respiratory and other pulmonary diseases caused by air pollution, 
whiah negatively hpaat on worker productivity m d  place an added 
strain on an over-extended health orre system. 

Beaause the heaviest souraes of pollution in lomaniaas @@hot spota@ 
ueas are state-owned industries, UBAID is pursuing --in concert 
with other donors-- the more speaific strategia objective of 
"reduaed exposure to contaminants in severely polluted areas.@@ 
Based on the initial work aonducted in the Ampellum copper 
uelter plant in Slatna, UBAID is planning to address the problem 
of heavy metal aontamination at three more sites. EU Phare is 
working on pollution abatement in the Bacau region at several 
types of industrial sites (e.g., pulp and paper, refinery, 
petrooheria81 and chemiaal), The Government of Bwitaerland is 
addressing pollution problems at a chemical plant in the 
Timisoar8 region. 

In addition to working at industrial sites, UBAID will explore 
related environmental probluu at non-point 8ouraes8 such as 
battery recyaling. USAID-assisted activities under 80 1.5 
(energy restructuring), intermebiate result 1 (improved 
environmental performance) will also contribute to this strategic 
objeative. 

11. Causal U a a e a  

During the pilot work aonduated in Slatna, UBAID developed an 
integrated approach to pollution abatement whiah aombined 
industrial restructuring in the polluting plant with behavior 
modification among workers and aoordinated action within the 
aommunitp. This strategy identifies the need for three 



intermediate results for the accomplishment of the strategic 
objective. They are: reduced industrial omissions; improved 
occupational health and safety (Om) practices among workers; and 
increased community riak intervention. A fourth result related 
to the legal/regulatory fruework is shown am mapporting all 
three of these intermediate results. 

Intermediate result 1 is wInduatrial omissions reduced." Binae 
antiquated equipment, production and rrnrguent techniques are a 
-jar constraint to reducing industrial uissions, the framework 
shows @@new teahaologies, method. and praatiaes usedw (IR 1.1,1) 
as aausally liaked to wimproved operations in polluting plmtmw 
(11 1.1). Improved plant operations directly contributes to IR1 
as well as to "increased modern iadustrial capital investment in 
polluting industriesw (IR 1.2). IR 1.2 refers to the need to 
invest in more efficient, pollution abatement equipment in order 
to reduce industrial omissions and thus, it is also shown as 
contributing directly to IR1. IR 1.3 refer8 to the requirement 
to develop industry restructuring plans as a prelude to making 
their operations more efficient and hence more environmentally 
bonign. 

Intermediate result 2 is "Improved OH8 practices adopted by 
workermW. This result refers to desired behavior ahange in 
worker habits (e.g., washing uniforms at plant sites instead of 
at home). This result is caused mainly by actions taken by plant 
management: "OH8 facilitated by managementw (IR 2.1). In turn, 
IR 2.1 is supported by two other resultlr: "increased' enforcement 
of OH8 regulationsw by local authorities (IR 2.1.1) and wimproved 
OH8 regulations provide positive incentivesw (IR 2.1.2). Thi8 
latter result regarding positive incentives is also shown as 
directly aontributing to workers adopting OH8 (IR 2). 

Intermediate result 3 is mmIncreased community risk intervention." 
It refers to specific activities initiated by local organisations 
to help citisens guard against environmental health hazards or to 
clean-up a particular polluted area. This result is directly 
supported by IR 3.1: "increased local institutional capacity." 
Here aapacity is referring to the ability to identify and monitor 
pollutant pathways in the aommunity, malyse the impact of 
pollution on public health, and develop and coordinate 
appropriate responses to health hasuds. 

mmAppropriate laws, policiem A d  regulat ions (LPR) implamented by 
national ministriesw is shown as IR 4 at the bottom of the 
results framework with causal arrows pointing up generally to 
higher results. A variety of legal, policy and regulatory 
reforms are needed to achieve many of the intermediate results 
grouped under IRs 1,2#8nd 3 (e.g., market-baaed incentives for 
pollution abatement, adoption of European standards for 
permissible omission levels, encouraging public participation in 
problem-solving, etc.). 



Although not shown explicitly in the reaulta framework, the 
aausal relationshipa ahown aa supporting IR1 ahould also 
aontribute to the increased productivity m d  long-tern viability 
of aaaiated plants. It ia rammed that thia eaonomic benefit, 
when aombined with m improved legal/poliay/regulatory framework, 
will be auffiaient motivation for the akte-owned industries to 
be leas polluting. Thia aaaumption meup. realiatia ainae many of 
these induatriea are liated for privrtiration. The industrial 
reatmaturing required to reduae the uriaaiona of pellutanta 
ahould improve the future roonoria prospeata of these plants, the 
workers, m d  the surrounding aonunity. 



PERFORMANCE DATk  BASELINE, TARGETS, AND ACTUAL RESULTS 
S.O. 3.3: Reduced exposure to contaminants in severely-polluted areas 

BASBUNB DATA 
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8-0. 3-3 Rodwod Bxposur8 to Con-- in B8varely Polluted 
Ar8a. 

Like other Bastern European aountries, Romania inherited a number 
of anvirolu.nt.1 "hot mpotsH that were the result of eaonomia 
development poliaies of the forur aomrunist regime. A total of 
14 speaifia areas identified by the World Bank rapresent the 
greatest health threat for the people living in those areas. 
USAID has targeted several of these in trying to reduae 
mnvironmental risks to the publia and improve the prospects for 
needed investment. Loaal aormunity resistanae to change is 
aommon, however, as the main aouunity polluter (smelter, coal 
mine, manufacturing plant) is usually the primary source of 
mmployment and a key resourae for the government. 

An indiaation of aontinuing resistaae to ahange i8 that 24 of 25 
university physicians, in a reaent ease study on lead 
intoxication in one of the USAID targeted sites, felt the data 
revealed a situation so serious that they aould not expose 
medical students to the severity of the situation (higher than 
normal blood lead levels among ahildren). 

Beaause of the far-reaching impact of uristing environmental 
risks to the publia, progress has been slow. The goverrentms 
defensiveness about existing problau, aombined with the 
bureaucratic delays faced when trying to address local 
environmental risks through national bodies, can be frustrating. 
A8 with social and health aare refom, trua institutionalised 
change regarding environmental health issues will only occur 
after a number of years. 

After much groundwork, USAID has been able to facilitate the 
ooordination of health risk reduation in pilot "hot spotw 
aommunities. For 8%ample8 regulatory authorities and individual 
representatives began working together in interdisciplinary 
working groups to improve worker health and safety in Blatnr, 
site of m outdated aopper smmlter responsible for heavy metal 
contamination m d  sulfur dioxide emissions. Air monitoring 
8quipmant was suacessfully installed in Blatna, to help reduce 
.mission6 from the wAmpellua" copper smelter, meeting our earlier 
1995 target. 



In addition, atatistias on thm blood lmad aurvmy for children in 
llatna warm rmloased to thm parant8 m d  the loaal medical 
aommuaity in 1995, as targeted. 

Through rolatmd USAID programs, worker aontuination in a large 
b8ttez-y plant or the outskirts of Buahrrmst was rmduaed 
drastiaally. Diaaharga of aontuirutmd wastm watmr from one of 
Rouniaaa largast oil refinary m d  pmtroahamiaal aomplenes was 
rmduaed aignifiaantly, areating a modal for thm mntiro industry. 
IR 1: Ona surm-fire method of raduaing utposuro to aontaminants 
ia to raduam industrial emissions. Work aontinums in 1996 to 
idantify putiaulate and 802 aonaantration in flu. gas to 
establish basalinm data, to rmasuro futura progress. 

IR 2: Another u m a  of aativity i8 to foaua on affeated workers, 
who often suffu thm moat direat upoauro to aontaminants. New 
worker praatiaes and safmty/protmation mquipment have been 
inatallad, whiah, if used propmrly aan aahiavm tha desired 
affeat. 

IR 3: The 10-1 aommunity is a180 an important actor in reducing 
expoam of thm citisenry. USAID projmata have already identified 
low oomt risk avoidanao and rmduation tmahniqums, such as paving 
duaty roads that othervisa rmprmamnt a rmspiratory risk to 
locala, and almaning up children play araaa (sandboxes) where 
aontaminants aan aacumulate. 

IR 4: At the national and municipal level, tha importance of 
adequate legislation is crucial, aa local efforts are limited 
without a largmr, anforceable logal frammwork. USAID aontractora 
hava bean working on drafting commmnta on environment-related 
legislation. 

eated Accom~lisbments D-a S Y  97 and FY 98 

Thm thram working groupsa activities will aontinue in Slatna, 
with a vimw towards transferring th8 akilla and axperienae gained 
to other localities, thereby areating an improved Romanian 
tmahnical aapaaity for future mfforta. 

Also, thm draft Action Plan for reduaing ahild blood lead levmls 
in %18tna8 based on data analysis m d  interpretation, will be 
produamd in the first half of 1996. Appropriatm aation will bm 
takmn in FY 96/97 to rmduae the laad utposurm of affeated 
ahildrmn and monitor the impact of the program. 
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mrovod Pisoal Poliaios and risoal Management Praatiaes 

USAID/Rounia M a  boon providing aasist8aao to bprovo fiaaal 
poliay and unageront practiaoa in Rounia sinao 1992. Tho 
fisaal poliaioa and programs of Rounia'a curlier aontrally 
plannod oaonomy roquirod suious roform. Sound fiaaal poliay and 
unrguont aontributo to overall uarooaonomia stability, which 
ia a goner81 aritiaal assumption affoating tho rchiovoment of 
UBAID/Romania'a Strategic Objoativoa 1.3, UDovolopment and growth 
of private ontorpriaoa," and 1.4, more aompotitivo and market 
rosponsivo privato financial aoator." Both chango in fiscal 
poliay itaolf and ahango in tho unrrguont systoma and tochniquos 
usad by govumont to u ~ g o  fiaaal funations arm required. 

Through sponsorship of oxport rdvisora for tho nini8tw of 
Finance and other branchea of tho govorment, USAID has providod 
critical technical assiatanao that ham aontributed to 
improvements in the fiscal policy framework and fiscal management 
syatems. (Noto that USAID advisors also provide informal 
training for aomo privato sector ontitioa such as bank staff.) 
USAID assistance has been aoncontratod in key areas of improved 
forecasting for management of tho budget (both revenues and 
doficita); dovolopment of govornmont socuritioa markets for 
improved management of tho dofiait; and improved revenue 
aolloation and tax programs. USAID'a aaaiatanco in this area, 
while critical, is not of a aaalo to form a full flodged 
atrategic objoctivo. Instoad, it forms a Spocial Initiative. 

Tho language of the Special Initiative has been slightly amended 
from tho EX1 Objoctivo 1.2, whiah ia UIncroased soundness of 
fiaaal policioa and fiaaal unagomont praaticos." It was argued 
that tho word Usoundness* ia vaguo, and that UImpro~edn is 
preferrod. Tho proposed wording of tho Special Initiative is: 
UImprovod fisaal policies a d  fisaal management practices". 

Some koy roaults roquirod to aahiovo tho Spocial Initiativa of 
improved fisaal policioa and fiscal management practices include: 

Result 1: Competitive participation in primary and secondary 
aocuritiea markota achieved - Thia rosult contributes to improved 
financing of tho public sector defiait, which is a dimension of 



the Special Initiative of improved fiscal management practices. 

Result 2: T u  poliay and tax aolleation functions separated - 
This result aontributes to improved revenue aollection/tax 
s y s t ~ ,  whiah are a aomponent of improved fisaal management 
praatiaes at the Speaial Initiative level. 

Rcsult 3: ~udgkt traaking model introduaed - This result 
aontributes to improved forearsting praatiaes, which are m 
element of improved fiseal manrgaent prratiaes at the Special 
Initiativa level. 

Increased training is required to aahieve a11 three of these 
results. Training lies at an operational or aativity level, and 
should be traaked through aativity output. or outaomes. 

An important aritiaal assumption is that tho politiaal will of 
the executive and legislative branahes of the Romanian Government 
will exist to approve remaining neaessary fiscal legislative and 
polioy reform and to implement key improved fisarl praatiaes. 
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USAID/Romania Bpeaial Initiative 4.1 

Improved Hoalth Yuuguent 

I. t o n a l  

Health reform is being piloted and evaluated in eight aountiea, a 
hoalth insuranae law has boon introduaed, and thera is a draft 
hoalth seator reform Strate~m Major barriors to reform efforts 
identified by the world Bank, SU aonsulturts, 8ad govarnwnt 
officials inalude the lack of unaguant training and lack of 
oxpmrienae in impluenting a new health dolivory system. A 
health management training partnership projeat will build upon 
UBAID progru aativitiea initiated to date (targets of 
opportunities and on a World Bank management training program. 
In addition, quality asauranae systems m d  performanae and 
aosting models will be introduaed m d  devolopod to duonstrate 
praatiorl unaguent methods. Impluenting improved hoalth 
unaguent praatiaes is aross-matting with two other strategia 
objoatives, SO 2.3, Wore effeative, respon8iv8, and acaountable 
loaal governm~nt,~ a d  80 3.2, wInareaaed use of alternative 
fuily planning systems." 

The health management training progru will strengthen capacity 
of loaal health administrators who are implementing health 
reform. Health management training staff have been trained in 
fuily planning logistias managuont and family planning system 
aan be used for ease studies. Performanao m d  aosting models 
(Diagnostic related groups or @@DRGsw) can be used by local health 
administrators to improve budgetary input and support resourae 
alloaation requests based on output (vs. input) measures. 
Quality assurance system (aaareditation aan be used in the 
proaesm of developing aompetitive m d  transparent hospital 
aontracting proaodures. 



USAID/Romania Special Initiative 4.2 

Cross-Cutting Training 

USAID/Rounia has been funding cross-autting training in support 
of a11 its strategic objeatives justified by the rationale that 
improving the skills and 8bilities of Rounians working in each 
of the target sectors is aritiaal to the achievement of virtually 
all of the results listed. 

Training through the PIBT training project has already had a 
significant impact upon a number of strategic objectives. 
Training of 35 business rmrgers and entrepreneurs, for example, 
has resulted in an o v u  10% on average inarease in their 
respective firm.' sales as well as an increase in the number of 
employees in their firms. Training of physicians in the area of 
family planning has had a dramatic impact on the support for 
modern contraceptive methods. Nany other successful results have 
impaated a number of sectors. 
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PART 111. 

STATUS OF 11A#AGEMEMT CONTRACT 

1. Special Nanagmment Isauer: #/A 

2. 22 CFR 216 Environmental Analyrir I88uen: #/A 

3. Yew partnership Initiativ.8 Summary 
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ROMANIA COUNTRY PLANNING BUDGET N 95- FY 98: 
r Y W O P C l U ~ r U l l l U W O  

CllOCOICD COUNTRY BY STRATEGIC OBJECTIVE 
(in dok. thousands) 

SO 1.3 Dewlopnnnt and Growth of Private Enterprises 

SO 1.4 A ~ o r a  Competitive and Market-Rosponsive Private Financial Sector 

SO 1 .S A Mom EconomicallySustainable and Environmentally Sound Energy Sector 

SO 2.1 Incmased btter-Informed Citizens' Participation in Political and Economic Decision-Making Through Plu~ 

SO 2.3 More Effective, Responsive and Accountable Local Government 
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ROMANIA COUNTRY PLANNING BUDGET N 95- N 98: 
MnoperuTmwLYEM~n 

~ C O C m m Y I I W < D Q W N m Y m T W ( C ~  
(in dds. thouwnds) 

1 ~ 9 5  FYW FY07 FYBUHI FYBULo 
PrOjOct NO. USM t53M P I M  S l 2 . M  



A STRENGTHENING DEMOCRATIC INSTITUTIONS 

1. PoMkd P m e u  and Oovrmmnce 

ROMANIA COUNTRY PLANNING BUDGET FY 95- FY 98: 
wnomwmwrurrwwm 

MOrOIODCOUNmYIIW<#IIIVNBY- 
(in dols. thwunds) 

1 ~ 9 5  FYB6 FYQ7 FY98HI FY08l.o 
Pt'Ojbd NO. USM SUM S M b i  S224M 

8. ECONOMIC RESTRUCTURING 

1. M ~ ~ ~ O o n o m i c  Support 

2. Privstizsbion n d  AssMance to Enterprises 
C r p l b l ~ D . v d o p n n t h R M i n ( b n ~ .  7228 6000 3500 1000 700 
Enterprise R 

3. Improving i h  Bwines6 Climate 
C r m p J W b n P d i o y . L . m L ~  

250 100 250 250 0 



ROMANIA COUNTRY PLANNING BUDGET FY 95- FY 98: 
rYnoraAinotwwajtwwn 

mocoIODcwNTRvHtAKDaWlJ~~moJEcT 
(m ddrr. thowcmds) 

FYPS FY06 M97 FY98Hi F Y W b  
Pmbd NO. SUM U M  SUM SS2.M 

8.Ipnldtkih 

5. Human Rmowcem 

7. AgrWtud Sector Pro 

8. Energy Efficiency 

C. IMPROVlNG THE QUALITY OF LIFE 

2. Employment m d  the Social Safety Net 



ROMANIA COUNTRY PLANNING BUDGET N 95- N 98: 
wn-ncmummm 

C l l O C O I E D c o u N m Y ~ B Y m o J C l l O J E C T  
(in dols. thou8ands) 

IYM MS8 FY97 FY98HI FYO(ILo 
Prokct No. SfSM SUM SmM SSXm 

9hdatRkrntkmlmqhDirMk#a, 1100 500 900 900 900 
PopuldknPdicy 400 0 200 200 200 
' Tugding *' 

5. Environment 

Envkrmrmbllnitirthrr 
*wa#~-ar 800 0 500 500 500 
-mul.gmnl 0 0 0 0 0 

REC 0 0 0 0 0 
*llm 511 225 400 400 400 

Mlt. Ed-. ud l'rqod Support 
'Mustbn 0 200 200 200 200 
*Roj.c( Suppat 64 550 517 500 500 

A SMWNGTHENINC DEMOCRATIC INSTITUTIONS 5907 1100 3733 2900 2900 

B. ECONOMIC RESTRUCWRING 

C IMPROVING THE QUALITY OF LIFE 

D. MISCELLANEOUS 

TOTAL SAUDA-APPROPRIATED ASSISTANCE 



PART I V m  

RE8OURCE8 REQUEST 

1.b BUDGET TABLE By 8.0. and projeat (8.8 Attaahed Tales) 

USAID/Rormia will aontinue to provide the largest 
peraentage of its FX 97 and 98 OYB to the .re8 of Eaonomia 
Restruaturing. This area ruuins the priority of the Mission. 
The requested level of funding is neaessary in order to aomplete 
follow-on work initiated by tho $15 million arpital markets 
projeot, an aativity designed to establish from ground oero an 
over-the aounter trading systu in Romania whiah will provide the 
required market in order to trade shares of 3900 companies 
aurrently being privatioed. FY 97 funding is critiaal to provide 
the support neaesoary to assure the suaaess of this project. A 
signifiaant peraentage of the OYB will be provided to the 
Romanian-&ariaan Enterprise Fund, for whiah there is a $50 
million a0mi+pentm Signifiaant funding is required under 8.0. 
1.3 in order to aomplete funding aommitmento to aontraators and 
grantees who are providing firm-level assistmae to unerging 
private enterprises. 

U8AID/Romania8s family planning strategia objeative (8.0. 
3.2) will require in influx of new funds for FY 97 in order to 
initiate required aativities to target at-risk women as well as 
to further develop the private seator approaah to providing 
family planaing. 

Requested funding lev818 for the demoaraay objeatives are 
the minimum neaessary in order to aaaomplish signifiaant results 
in these areas and they aould not be reduaed without having to 
drop demoaraay am m objeative. 

1.d. ANA&Y818 OF IMPACT OF REDUCED BUDGET LEVEL FOR FY 98 ON 
PROORAM: 

80 1.3 Private Enternrise 

Met Loss: (700) 
go 1.4 Financial Sector 

180-0014 (Capital markets) 1000 700 



180-0026.05 (CoPuPerae) 
180-0026.17 (Bankruptay) - 

180-0030.01 (Ind. Contraat.) 

SO 2.3 Loaal @ o v . e n t  

1a0-0034 (Houming Seator) 

Bo 3.3 Reduaed mosura (Enmt) 

1000 500 

Met Loss: (500) 

Net toss: (1300) 
go 4.1 sImr and cross-Cuttinq 

180-0027.01 (Treasury) 1500 800 
180-0249.03 (R4 Data) 500 400 

Met loss: (800) 

The above table shows alearly the nagative impaat that r 20 
peraent reduotion in the proposed 1998 budget would have. The 
most damaging out8 inalude the halving of the HEnvironmental 
Aation plan Supportw (-8) 8(rti~it~# whiah will prevent the 
installation of muah-naeded pollution abatement teahnology and 
worker proteation at key environmental "hot spotsw throughout 
Romania. Past work has demonmtrated the positive effeats of the 
EAP aativity on health aad quality of life for those working in 
faatories and residents nearby. These outs would have puticnrlar 
*at ainae, a8 of FY 97, the W S  projeat will absorb 
uwironmental health teahniaal assistanao now provided through 
Global/EHP 

In addition, work on restruoturing Romaniam8 outmded, and 
inefficient energy seator, including downstream oil refining, 
distribution a d  marketing, along with the power meator, also in 
need of restructuring, will be aonstrained signifiaantly. 
Romaniams energy seator is perhaps the moat important area to 
addreas when looking for any meaningful long-term eaonomia 
restructuring at a maaro level and a net loss of $1.5 million 
would be 8 wasted opportunity to have an impact at the national 
level. 

Other areas signifiaantly aonstrained by further budget cuts 



under tha "low saenario would ba any follow-on work in aapital 
markets, assistmom for privata antrepranaurs in agriaultura, ona 
of tho most dynuia 8reaa of tha eaonomy, and tha housing sector, 
whan the aountry suffers from a savara shortaga of living spaaae. 

Hot iaaludad sinaa final guidmaa has mot yet bean 
issued 

3. FIELD SUPPORT BY GLOBAL BUREAU 

rn shown on Tabla 1x1, whiah follows, UBAID/Romania will ba 
ralying upon Global Bureau projaats 8nd support to-impluant our 
fuily planning stratagy whiah aomprisas stratagia objaativa 3.2. 
Global Bur.ru OYB transfers hava already initiated work unbar tha 
PROFIT and Poliay projeats and involvoment in those projeats will 
aontinua. u8AID will also want to utilira r ~lobal projaat 
raahaniu to undertake projaat aativities to targat women at risk 
of unintended pragnanaiea. 



Annex 3 

GLOBAL FIELD SUPPORT 

GRAND TOTAL ....................................................................................... , 





SO 1.3. Development and Growth of Privato enterprises 

core T-: 

Raymond Morton 
Dan Anghol 
Randal Thompson 

Yolimma Brinkerhoff 
Riahard Rouaaeau 
Frank Wertonm 

RECoMMBMDED TEAn LXADER: Raymond Morton 

EXTENDED TEAM: 

Rounirn - Amoriaan Enterprise Pund/Obie Moore 
Land 081akos/Torry Cornelison 
Poaao Corpa/Diroator 
ATA/Kato Aorr 
CDC/Robert Webstor 
W~U/~onters for Business Enaollonao/Brott Rogers 
ACDI/Voea/Jame8 Homo 
AM/CEELI 

WE - IBRD/Joseph W e n  
British Know How Pund/Jaak YoIver 
tnm~/~ohn Allen 

Ropresentativo from the Minimtry of Industry 
Representative from tho bfational Agenay for Privatiration 8MB 
Off icr. 



SO: lad. A Nore Competitive and Yukot Rosponsiv8 Privato 
?inanair1 Soator 

Core Teu: 

nisaion: Raymond Norton 
D8n Anghol 
Randal Thompson 
Soan W8l.h 

Sarah Ackeraon 
Jim Oroasman 

Reaommendod T a u  Loader: 8 . m  Walsh 

Sxtonded Team: 

Contraators: 

WOCCU - Ron Dosroahors 
Capital Harlots T o u  Laadors/F.lU,BAE, Intrados 
Keith Korchak/Troasury Qovmt 8oauritios Adviser 

UB - IBRD/Joaoph Owon 
Canadians - CIDA 
British Know How Fund 

Romanians 

Roproaontativo from Miniatry of Finanam, soloat banks, 



80 1.5.: A Nora Eaonomiaally 8uskinabla and mvironmentally 
Sound Energy Oeator 

Core  mu: 

Ni..ion: 
Riahrrd Bough, AIDREP 
Oianinr ~onaea, Projoat ~ssistant for Energy 
Williu AVeq 

Ira Birnbrum, E#I/EEWD/BI, Projeat 8peaialiut 
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