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Romania

+ Introduction

Romania is a country located at the crossroadseonfr@l and Southeastern Europe, on the
Lower Danube, within and outside the Carpathiarh,abordering on the Black Sea. Romania
shares a border with Hungary and Serbia to the, Wdsaine and Moldova to the northeast and
east, and Bulgaria to the south.

The Kingdom of Romania emerged when the princiigslitof Moldavia and Wallachia were
united under Prince Alexander loan Cuzain 1859dependence from the Ottoman
Empire was declared on May 9, 1877, and was intiemmelly recognized the following year. At
the end of World War I, Transylvania, Bukovina @&eksarabia united with the Kingdom of
Romania. Greater Romania emerged into an era aofrggsion and prosperity that would
continue until World War Il. By the end of the Wanany north-eastern areas of Romania's
territories were occupied by the Soviet Union, aRdmania forcibly became a socialist
republic and a member of the Warsaw Pact.

With the fall of the lron Curtain and the 1989 RleNi@n, Romania began its transition
towards democracy and a capitalist market econdiftgr a decade of post-revolution economic
problems, extensive reforms fostered economic mgomaking Romania now an upper middle-
income country with high human development.

Romania joined NATO on March 29, 2004, the Europdaion on January 1, 2007 and is also a
member of the Latin Union, of the Francophonie, @®CE, the WTO, the BSEC and the United
Nations. Today, Romania is a unitary semi-presidenépublic, in which the executive branch

consists of the President and the Government.

The name of Romania, Roméania, comes from romawiarely ruman), "Romanian”, which in

turn is a derivative of the Latin romanus, mearictizen of Rome". The fact that Romanians
call themselves a derivative of romanus is firstntimmed in the 16th century by Italian
humanists travelling in Transylvania, Moldavia aidllachia.

« What does the Labour Market mean?

In the past, the most common definition of labouarket flexibility was the neo-liberal
definition. This entailed the ease of labour marikstitutions in enabling labour markets to
reach a continuous equilibrium determined by thergection of the demand and supply curve.



e The Crisis on the Labor Market in Romania

In the last 17 years the labor market in Romangmdudfered deep changes. We can found two
distinct stages regarding the evolutions on therabarket in Romania after 1989. The first

stage, which includes the period 1990 — 2003, iseé as a period of deep restructurations of
the Romanian economy. It is characterized as agef relatively high unemployment and the

undertaken actions were directed mainly at limitilng unemployment and its harmful effects on

the society. We consider that after 2005 the enmpéayt evolution heads towards a new crisis on
the labor market, but its cause is not a high udeynpent, but rather an offer dropping on the

labor market.

* The economic and social context

In the first years of transition, Romania has faeedunemployment boom, on the basis of the
structural changes in the national economy. By pghecess of restructuration, privatization,
closeout of the companies having mainly a statétalaphe structure of the employment force
has changed, i.e. employment in the state secterreduced as a result of the processes of
restructuration, privatization and closeout, wigitaployment in the private sector has increased.
As a result of the imbalances caused by passingddket economy, the massive personal
dismissals induced by the process of restructurairocloseout of the economical unit led to the
decreasing of the number of employees and to iserenumber of unemployed. It is necessary
that the social policy should start from the neadaf radical change in approaching this subject.
To create minimum conditions for citizens to beeata actually take part in the social life it is
necessary that the legislative guarantees shoukhbered urgently in parallel with continuous
increase of the individual responsibility level.eThocial model for achieving this must rely on
the equilibrium between competition,ooperation and solidarity, by diffietial

pay according to efficiency criteria and by balah@nd transparent distributions of incomes
earned in the society. In order to come out from ¢lconomic crisis in which lies, Romania
needs more work places on the basis of the saoahialsity. The main objective is to ensure the
protection and social welfare measures for certategories or groups of persons able to work,
by actions which will contribute to securing the rw@lace, to attain permanent and rising
incomes, as an essential premise for improvindititey conditions of the active persons in the
labor market.

* The labor force employment

After 1990, the market labor formation and functi@gnhas become one of the priorities of
transition and economic reform program. As a déeivaarket, the labor market has received and
gathered all shortcomings of the labor market fimmohg of other Romanian markets. The
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macroeconomic context for ensuring conditions @ize the criteria for joining the European
Union imposed that the labor market functioninghow itselfasa complex maturity
process of its legislativandinstitutional components. These ensui in
relative short period of time the increase of tmepyment rate of labor force at 70%. In
conditions of speeding up of the restructuratiod acrease of the insecurity at the work place, a
substantial number of social problems raised inlalher market. Labor force employment has
become one of the tensest areas of the transiRmmania faced a crisis of labor force
employment under conditions of economic ideckstablished in the decade 1990-2000. P r
ivatization and restructation the Romanian economy has siggmrifily
influenced the labor market, by determinig massitiemissals and appearance of the
unemployment phenomena. The involiwtns in theeconomy limted the
employment possibilities of the labor force; thentner of the active and employed population,
respectively the activity and employment rate, weuced, while the unemployment became
chronic.

e The crisis on the labor market in Romania

In the last period of time, the specialists, ciigeand mass-media are more often asking
themselves whether there is or not a crisis oratber market in Romania or whether on middle-
term we're heading towards a crisis in this fidgfdhere is a real crisis on the labor market im ou
country, we logically have to answer also what \&eento do on short and middle term to solve
this delicate and serious matter. According toisdtes, comparative with 1989, the indicators
show us that the number of employees in Romaniztrastantly dropped from 9 millions to 4.7
millions, which are now. The persons employed incadfure are about 2.2 millions and the
persons employed as authorized natural person, srsndb the family businesses, employers,
managers, administrators comes up to 1,1 milliorsgres. In these conditions the number of
employed persons in Romania is about 8 millions.aAnclusion, in 16 years the number of
persons employed in Romania dropped to 1 milliomgared to 1989. The diminishing number
of persons employed in Romania was caused especallthe basis of reduced number of
employees in Romania. In the time of strong ecocom@structuration, the number of
employees was  significantly reduced in Romdnien 9 millions to 4.7 millions. In
exchange, the employment has grown in areas tyfmaaklrket economy, which have developed
and continuously consolidated in the last 16 yedtsee unemployment in Romania hasn’t
increased accordingly as a result of the legalitkagial immigration. Following this, at present
over 2 millions Romanian citizens are working aldroa accordance with some unofficial
statistics. The migration phenomenon was accekratethe last 3-4 years before Romania
officially joined the EU. The migration phenomenioss had a series of positive effects, such as
reduction of unemployment, poverty and social peotd, especially in the rural environment
and at the level of the domains which were stroraffgcted by the economic restructuration in
the last years of transition. The fact that in 4 period of time the migration phenomenon has
7



increased led to a labor deficit in certain domasnsh as constructions, agriculture, tourism,
construction materials, mechanical processinghgigtand leather goods industry. Shoul d
themigration phenomenon continwe accentuate after January 01 st 2007 through
the increase of the number of those who chooseotlt W other EU countries, the labor force
deficit also accentuates and expands in othersfieéidaddition to those already mentioned. This
phenomenon shall lead to a real crisis on the R@anaabor market. The crisis on the labor
market shall limit Romania’s economical growth ®ducing the annual rhythm of economic
growth and shall seriously affect the achievemdntihe objective of Romania’s medium and
long term lasting development. Romania’s budgebatances are also endangered, with strong
negative effects especially on the budgets of $@eid health insurance pensions. It is known
budgets of social and health insurance pensiordiumwell on a ratio from 3 to 3,5 employees
per one beneficiary, and at present this ratiotally unfavorable, from 0,8 employees per one
beneficiary. The continuation of migration in theewious period over the critical level,
estimated by some calculations at still 0.5 mikigpersons, shall lead to a serious crisis of
systems of social and health insurance pensioissjdbpardized the capacity to pay the pensions
in Romania and to finance the health system aletred of its proper functioning.

In these conditions we consider that the respomsgoivernmental authorities must urgently
receive the alarm signal and that they take thessary measures in order to avoid the crisis on
the labor market and the extremely serious negatoresequences that may appear in other
domains as well. We will now try to present synitedty from our point of view the main
measures to be taken in order to avoid a crisihemabor market from Romania:

= Urgent measures in order to introduce on the latemket the economic and financial
leverages proper to a market economy which wouddl I® the growth of labor
incomes, diminish the phenomenon of labor forceratign and contribute to the
coming back of some Romanian citizens who are wgrldbroad. The specialists’
estimations show us the fact that when the mediages in Romania surpass the
limit of 50% of the medium wages in the EU courdyithe migration tendency will
decrease, and those working abroad will come had¢komania, after having bought
a lodging, longlasting house equipments and evéntaameans of transport with
their incomes;

» Measures for stimulating the Romanian capital stvents in high efficient branches
and domains which insure higher payment standareged;

» Stimulating the investments in the continuous g@seifonal training of employees.

As a conclusion, Romania will urgently have to bkt on middle and long term the following,
in order to come out from the economic crisis anldbor market:



= Objectives of employment the labor force;
= Strategy of employment the labor force;

= Romania’s demographic strategy.

The objectives of the labor force employment policin Romania

The historic context of Romania’s actions with @&wito integration in the Community’s
structures are placed under the sign both of deapges in Romanian society after 1989, such
as: building of a democratic society and instaorabf a market economy and of changes on the
level of European Union by the need of structunéérin reforms, doubled by its unavoidable
extending over the European countries, which suliesto the same democratic values.

The declared purposes of the social policy of thebgean Community and of the member states
are promoting the employment of persons able tkwomproving the living and
working conditions andharmonizatmnthe frame conditions for more work and
development. In order to achieve this objective, Gommunity together with the member states
is applying a series of measures in all areas ditiggy such as adaptation of legal and
administrative regulations, the agreement betwd®n gocial orders and member states,
establishing the minimum standard of working caodg, promoting the exchange of
information, regulations for the purpose of imprayithe working environment, promoting the
financial or other type of employment and creatiegv work places and professional training.

The objectives of the employment policy and of idigor market of the European Union and its
members are based on the main social rights opéingons capable of working, established by
common consent, on the right to be treated withegesity as well as the right to the free
commodity and capital movement, on the matioegulations which act Mhii
the common social regulationsnorms and conventions as well as on the objective
of promoting and adapting the education system.

One of the basic principles of the social Europpalicy is the equal treatment of all persons
capable of working from the legal and social padtview, the forbidding of any form of
discrimination, the guarantee of the access tartieing and employing institutions as well as to
the specific measures and the guarantee of exggdisé trade union rights.

The restructuration of the labor market from Roraamithin the coordinates of the European
strategy, concerns the development and improvemwienew mechanisms which should drive
away the reminiscent shortcomings of the past.him ¢ame time, a correct evaluation and
adapting of these mechanisms is necessary, in danooe with the specific conditions of
Romanian economy. On one hand, they will have saanto the content of the labor market, in
order to ensure the fulfillment of its functionstvho syncope, and, on the other hand, they must
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ensure the flexibility of the labor market, its opess, respectively the passing from one sector
to another, within proportions and rhythms whiclowd diminish the economic and social costs
of transition.

» Employment strategy in Romania in order to come oufrom the labor market crisis

The evolution of employment in Romania is goingo® influenced by several factors. On the
one hand, the flow of foreign investments shallegate new working places. Small and medium
businesses also expect to have a positive influemcéhe increase of the employment level,
employment which is mainly localized under the aspé non-remunerated work. On the other
hand, continuing the restructuration and privatmaprocess shall induce economic growths on
the employment, generating new dismissals. Alsepite the relatively high economic growth,
the labor force market is still under pressure,myabecause of the age and profession structure
of unemployed people, which is not identical to deds in economy.

For these reasons the onbylution by whichemploymentin
Romanian may be positively influenced is to drawaugoherent employment strategy, with
precise objectives and integrated applicabilitywimich all actions of the state institutions have
as convergent point the increase of employmenigpéage.

The objectives of the employment strategy in Romanust be related to the economic revival
based on the economic macrostability and the derméelopment of basic economy sectors.

We consider that the objectives of the Strategh@employment field are the following:
1) increasing the employment level:

» adopting UE guidelines regarding employment;

» increasing the level of employment;

= repatriation (return) of the labor force of Romatfat is working abroad at present;

» increasing the level of salaries in Romania;

developing the enterprising spirit of employerd @ersons looking for a job;
» increasing mobility, flexibility, adaptability ahe labor force;
= guaranteeing equal opportunities.

2) measures of supporting the unemployed:

= applying insurance measures for unemployment;
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= moving the stress of protection policies of the mpyed from passive to active
measures.

3) increasing the budget of insurances for unemptyt and efficiently using it by increasing
the percentage of expenses for active measurée itotal of budgetary expenses.

One may achieve the objectives established inttagegy only by constituting a complete social
partnership, in which the social partners are imedlin drawing up policies, programs in the
field of employment and also involved in implemegtthem.

Within this context, social partners are systenadliicintegrated in the development and
implementation of the actions, according to publieate initiatives.

By social dialogue, partnerships make their presematiced at European level (transnational
cooperation concerning youth, education and trginpmograms), national level (tripartite
agreements), local level (at community level), abmpanies’ level (employers/trade
union/employees).

Partnerships are developed especially through eacinvolvement of local and regional
authorities of civil society organizations, whicthen services closer to the citizens and which are
better adapted to needs specific to communities.

Because at this stage Romania must adapt as &r adivity sectors are concerned in order to
achieve and to maintain competitiveness, the s@eghership becomes an efficient method to
ensure activity modernization and diversification.

We consider that the main actions needed to achirevebjectives are the following:

* Ensuring continuous economic growth, with a diregtact on the growth of the number
of working places, based on the development of dbetor of small and medium
businesses; a special emphasis shall be put orddfielopment potential of certain
activity fields, like services (tourism, informatidechnology, etc.), whose percentage
within the economy is still quite small.

* Fighting against working without legal forms anmitiating measures that lead to
reducing costs of working places, fact which sistilnulate the employers to comply
with the legislation within this field.

* ldentifying alternatives for employing dismissedrsons, fighting against long term
unemployment that represents a permanent preocongdat the following years, in the
context of continuation of the privatization prog@sd economic restructuration.

» Drawing up special programs addressed to groupeaple confronted with difficulties
of integration on the labormarket : young pegpdisabled persons, Rroma persons.

11



 Promoting measures destined to lead to the graooftithe participation rate by
prolonging the activity period for elder persgnbased on the |ate st demographic
evolutions, characterized by an aging proceskepbpulation.

» Attenuating discrepancies between supply and denwmndhe labor force market,
especially by adapting the initial and continuotaning systemto trends on
medium and long term of th e occigel world, in a society based on
knowledge and usage of new computer technologies.

* Romania’s demographic strategy

We consider that the strategy and objectives ofeimployment policy in Romania may be
achieved with favorable results only if we shalgemtly draft and implement the demographic
strategy of Romania, strategy that shall have as pigective the stopping of the demographic
decline of our country.

Demographic strategy shall establish the way inctvhactions must be carried out in Romania
on medium and long term in order to stimulate teendgraphic growth, which is considered a
priority in sustaining the durable development of country.

We consider that Romania’s demographic evolutipmegents a maximum priority for all of us,
and the drafting and implementation of the strategthin the field is determining for the
economic and social development in our country.
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Jiul Valley

The Phoenix of Romania

<+ Introduction

Jiu Valley is a region that has survived many histd events, endured a lot of difficulties but
has managed to overcome all the issues and tramsdioitself into a serene place surrounded by
gorgeous mountains.

The people here are friendly, hard working and witstrong conscience of their roots, always
managing to keep alive the undying spirit of tteicestors. Our traditions succeeded in showing
worldwide that the Romanian people are talentedatore, gifted and spiritual; they are also
eager to learn about the customs and traditionstledr countries, understand their habits but
during this learning process they have never leir thational traditional folklore influenced by
any of them.

When you hear the name “Jiu Valley”, the thingd ttame into your mind are the beautiful and

surreal landscapes, great food, simple yet gengoeaple and of course the mining industry

with all its positive and negative aspects. It &dchto explain in words the impact and the

changes on the labor market which this activity iwasight over this region from the late 1800s

until present. The people here have learnt to laveir standards but this has never stopped
them from enjoying life, making each holiday sp&aiaerishing what this region has to offer.

In a place of multiple nationalities, various cuéisl and people who live their lives to the fullest,
Jiu Valley is a region where past and presentdmlind no matter how awful or challenging
may the past have been, JVR has risen from itsashies just like the Phoenix bird...
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+ Presentation of the region

» Gateway to the Transylvanian Alps

Nestled among the chain of Carpathian Mountainsdbaer one-third of Romania, Jiu Valley is
the gateway to the Retezat National Park and o@lspathian destinations. It offers unique
opportunities to travelers, sports enthusiasts,progpective businesses. Whether your interest is
in Dacian or modern history, outdoor four-seasoweature and recreation sports in the
Transylvanian Alps, coal mining, or investmentstregion is the perfect place for you.

Jiu Valley is still relatively undiscovered. Becausf its geographical location and socio-
economic context, the forest and mountain regicagemot suffered from the environmental
degradation of so many popular resort areas anchtaims around Europe. Here one can still
discover new caves, hike in the back-country witrencountering hordes of noisy car-camping
tourists, be able to pioneer new routes up chailtengliff ascents, and witness Carpathian
animal treasures such as the elusive bear, chamitdshoar, and wolves.

Cities and towns

=  Aninoasa

= Banita
* Lupeni
= Petrila
= Petrgani
= Uricani
= Vulcan

The Parang Area is especially beautiful with lamgectowards the Retezat, Valcan and Sebes
Mountains, having a transversal crest with peak&03f3.6 m, Parangul Mic; 2460 m, Carja and
2518 m, Parangul Mare; the peak Bobea, 1850 m. Rimu peak is located at the Parang
Mountain feet (1168 m).
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+ CHAPTER 1

e Historical Overview

The JVR Region (JVR) represents a self-contained af 954,3 km2, (0,4 percent of total
surface of Romania), situated in the South-wegpam of the Romanian territory, with a total
population of about 147,420, living in six citiedninoasa, Lupeni, Petrila, Petrosani, Uricani
and Vulcan. The region is an economically distressed area iargenerally known as one
of the main Romanian mono-industrial mining arsayerely affected by poverty.

Scientists confirmed that the ancient locaogle — mentioned in historic documents
since 103-104, after Christ - were the mountaseierclined to preserve with severity their
own goods, families and heritages.The basic odmrpawas the sheep growing.
Mountaineers were interested in keeping all thely dnly for them and for their community, as
far as not allowing mixed marriages with individsiadloming from outside the valley. Also,
former mountaineers were cautious in accepting @ointrade with the outside. This ancient
behavior kept them away from commercial and, sulosetly, social mterplays. The former
mountaineers, named by the Italians mining egters as "momarlani* (the "un-weaned
people”, because the basic beverage in the vallag the milk and its various refined
products, obtained from the sheep), became a mynarithe JVR today.

The coal was discovered for the first time in JVRthe early 1830. The local people were
aware about the miraculous “burning black rocks” tbé mountains, used for domestic
purpose, in order to cook the meal or to warm theuses during the cold season. In
1782, the habitants burned up an entire coal hilaged inside the JVR, hoping to threat the
Turkish armies away. The hill burned in open ffiog over 14 years. After 1830, when
Austrian, German and Italian mining investors digred that the Valley has huge reserves of
hard coal, the population increased in number amdsacial structure changed. Historical
documents stated the common opinion in JVR was ttia people from the Valley — the
“Momarlani” - don't ever need others coming fromtside. In this respect, all individuals
which were brought in the valley in the early pdrid856-1865, or in most recent period
1970-1975 - because of increasing mining activitiewere named "venetici”, or "vinituri"
("foreigners”).This  denomination  contains  euphemistic coathart, to which the
"Momarlani" added some vexing denomination, definitne outside he valley people,
established inside: "Barabe" - coming frome thGerman "barauber" — thieves of
construction materials.

In 1840, many mining companies — private and stateed - started their activities. The very
first extracting activities — at the surface - wdocated in Vulcan, Petrosani, Petrila and
were owned by the German “Hoffmann Brothers” and &yRomanian investor, Carol
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Maderspach, from Brasov (inter-carpatian Romaniargd city). In 1848, it began the
industrial coal exploitation in JVR. In 1857, thiest ton of coal was extracted and in 1868,
from Petrila mine were extracted 843 tons of havdl,cusing the work of only 65 miners. In
1873, the Romania state gave in concession - fonéxt 50 years -, to the “Mining Society”
of Brasov, all the mining exploitations situated time JVR. In 1889 was created the
“Anonymus Mining and Coal Society”, in Uricani, oolled by the French Bank “Credit
Lyonnais” and by the German factories “Obersché¢mskokswerke”. In 1892, May, the
miners from Petrosani started to organizemgedves in political associations and legal
professional trade unions. The first general strd€ the miners in JVR was registered
between July, 17-30, 1892. The strike was endolsedver 1,500 miners. At that time,
every third miner was affected by the professi@taidents.

During the World Wars, about 7,800 miners were aalye established in JVR. Theork
condtions were extremely difficult: the miners used work on a daily work schedule
counting about 13 hours per day, with only one hiogak. In 1920, the miners’ mutinies
forced the authorities to conclude the first legalrking contract.The new working contract
stated: 8 hours per daily work, free Saturdays @madays, and for hard working underground
conditions — ex. high temperatures — the daily wads restricted to 6 hours. The miners’
revenues were the big salaries, preferential pricedvasic food, oil and bread, and special
facilities or benefits (in cash) for each fgmmember of an underground working miner.

During the communist period, the mining activitiepresented the only industrial interest i
JVR. The massive coal exploitation forced the cemditical authorities to bring in JVR a
huge number of people. There were three major ‘waves’ ofvrimand miners coming to
JVR: 1970’s, 1975’s, and 1976’s. Most of the “wimi” or “Barabe” were delinquents and/or
uneducated people, arrestadkept under permanent surveillance. Other fresh mirpegsonal
were individuals attracted by the big salaries dydthe facilities given by the Romanian
state.

In 1977, the JVR miners had the terrible couragstand up against the communist regime, in
order to ask better conditions of life and undeug work. They stopped the work for
several weeks —ni alam conditions - and asked for improved life and wodnditions.
They forced the former Romanian president, N. Cesms to come down in JVR and
obtained everything they wanted. Since théw, JVR the miners became a menacing and
powerful professional community, with an enormoudlitigal influence after the fall of
communist regime in Romania, in December 1989.

JVR’ miners have a long tradition in negotiatinglwthe Romanian authorities. After 1989,
their salaries were raised progressively and thetytgday the biggest salaries in Romania,
comparing the other professional communities. Sit@@0, in JVR appeared a new leader of
the miners, Miron Cozma. He was a charismatic aodepful leader, authoritarian and
unpredictable. His personal links with the poéti@uthorities made him a menacing leader,
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witch created the so called social phenomenon ef timineriade’. These were violent
miners’ marches to Bucharest, in 1990, 1991, ar@d,1%ho had as result a tremendous
international negative image emerging from RBoia.The consequences of these political
events included: the fall of the Government in plaa 1991 and the suspension of the
negotiations for the European Union accession. eghgr, the Miron Cozma’s “mineriade”
was installing in Romania the general politicattaislity, as recently as in 1999.

CHAPTER 2
+ Livability

Livability in Jiu Valley can be described in ternsf human resources, migration
phenomena, income poverty, and subjective wellgpeinits population. The purpose of the
first chapter is to present the state of the Jidleyahuman resources by age structure,
employment, and stock of human capital.

The economic and social life of Jiu Valley popudatiis mainly related to mining and
migration. On long term trends, migratory movemerdiected fluctuations in the key
economic activity of the Valley. An increase in thember of mining jobs and in the relative
levels of salary brought in-migrants into the ¥gll while layoffs resulted in
unemployment and eventually populatideaaeases by out- migration.

* Migration

Permanent in-migration into Jiu Valley

Over the past 10 years, the Jiu Valley populatienlided by about 15,000 people. The
decline is related to a trend of out-migration, daethe decline of salaried employment
in the mining sector of about 20,000 between 19#P2002.

At the same time, in-migration continued in Jiu gl spite, so that about 14% of Jiu
Valley existing in-migrants are of fairly recenttea The majority of fresh incomers were
from Moldova and other counties of Transylvaniaengding a deep economic crisis.
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Lifetime intraregional migrants (among localitiektbe Valley) account for about 7% out
of the total Jiu Valley population, and represebow 17% out of the total migrants in
the region. In the period after 1991, and espgcelter 1997, intraregional migration
accelerated.

Out of the total population of the Jiu \égil of about 148 thousand. inhabitants,
43% are in-migrants. As the major interest of thiwk is of economic nature, one will
consider migration figures mainly for the segmeinpapulation that is of 15 years old and
older. For this segment, the share of in-migramtsgher, of 52%.

In-migration into the Jiu Valley in the period aft&991 is, very likely, a phenomenon
related mainly to marriage behavior. The migrantsmf that category are mainly
housewives and unemployed living in blocks of flatisrespective of employment offer,
the influx of migrants related to marriage and agpanying the active people will
continue.

e Economic standard

I ncome poverty and dependency

Based on estimates of income levels and sourcesstiare in households’ total income of
wages and agricultural products produced and coadum the households are significantly
lower in te Jiul Valley as compared to total urban areas levelse $hare of social
protection and in-kind benefits (cost-free aliscounted services) provided by
businesses, and particularly the National Camgpof Hard Coal, (CNH) are instead
significantly higher.

Structure of the household total income

Jiu Valley (2003)  Urban National (1998)

Cash incomes 78.8% 85.3%
of which: 57.3%
e Wages, bonuses 37.2%

e Self-employment activities, properties and sales of 0.6%
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commodities others than agricultural 18.8%

products 1.30%
e Sales of agricultural products, animals, poultry  0.4% 14.6%
e Social protection benefits 36.6% 1.1%
of which: 3.1%
0 Social insurance pensions 22.9% 14.7%

Data source: Jiu Valley household survey (JVHS), Jiu Valley Association, May 2003. Urban national data come from

NIS and UNICEF “Social Trends”, Bucharest 2001.

The structure of households income is coaststwith the occupational structure of the
JVR population age 15 and above: significantly éarghares of inactive (particularly
housewives) and unemployed people, combined wittsignificantly lower share of
employed people. Compared with nation wide urbaeerages, housewives are three times
as numerous and the unemployed almost twice asemws, while workers represent one-
half of total JVR employment, compared to one-cerartn other Romanian cities.
Professionals, associate professionals, servic&kemdrand emioyers are instead overly
under-represented. This makes of the Jiu Valley an area ofrking-class concentration.

Occupational structure of the population 15 years and above by city

Total Urban

Aninoas Jiu National
Inactive
population: 47.4 55.0 52.7 55.0 52.1 63.3 52.0 a5
12.7
Pupil/students 11.3 12.3 10.6 14.7 12.1 9.5 11.7 5.2
23.1
Housewives 10.5 14.0 17.2 19.3 16.2 22.4 14.6
Pensioners 23.6 27.2 229 18.7 22.2 29.9 23.9
4.0*
Disabled/ unable
to work 2.0 1.5 2.0 2.7 1.5 1.4 1.8 5.7
Active
) 49.2%**
population: 52.6 45.0 47.3 45.0 47.9 36.7 48.0
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Total 100 100 100 100 100 100 100 100

Valid N 1307 905 698 300 844 147 4201

Data source: Jiu Valley household survey, Jiu Valley Association, May 2003.Urban national data come from NIS
“AMIGO year 2001”, Bucharest 2002, page 17, authors’ computation.

. Life and place satisfaction

Assessment by component localities

Satisfaction with the area of residence is a batemef potential migration. The highest
degree of satisfaction with the residence arearisPetrosani people and the lowest one for
those in Petrila and Uricani. Infrastructure is @y Kfactor in explaining the variation of
satisfaction on the residence area. Quality of tbasing seems to be the most important
factor: if the person has a good perception onghality of her/his dwelling it follows a
high probability of having also a good perceptidntioe whole residence area. Personal
house and the nearby road seem to be the infrasteuéactors of direct ipact on the
residential perception. Having a good house negoed road gives high probability of
positive perception of the area having access tigpgervices in short distances is a also a
significant factor for the residential satisfaatio But the livability as defined by residential
satisfaction does not derive mechanically from theality of the surrounding physical
infrastructure and accessibility to pubservice. | t is also the result of the capital structure of
the household. Persons that are richer in netwapital and in money tend to be more
satisfied. Other purely demographic factors @éso a role: women are more inclined than
men to be satisfied with the residence and pergsofarger families are also more positive
about their area of residence. Education, ethniaitd marital status do not seem to be
relevant.

Having an asphalted road close to the house istarfthat increases the probability of better
perception of the area environment: 60% of theqgrexshat live close to an asphalted road are
satisfied with their ward compared to only 48% sshie case of those having dwellings close
to a clay or gravel road. A variation of more tR2806 points between the very dissatisfied
people of Vulcan and Lupeni people living close bad roads compared to the high

satisfaction%age of people from Petrosani and dasa that live close to good roads.
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. Main problems

Public concern in the Jiu Valley is dominated hydfng a job (as high as 40% of total
interviewees in Lupeni). The second concern igteel to bad roads: (highest complaints in
Aninoasa), followed by access to the public gagesys(major concern in Petrila and
Uricani). The fourth issue mentioned by is pollati@specially in Vulcan).

Week public institutions marked by corruptidack of expertise, poor commitment t
meeting public needs are also considered to beriauseproblem in the Valley, with
people in Petrosani and Vulcan among the mosteaat mentioning the issue.

Another topic mentioned as problematic is the latkdwelling (in Petrila and Uricani
especially), health services (Uricani) and the qadlity of the potable water (Lupeni).

”What do you think is the main problem to be solved into your city?” (%)

c
= % s =z =z 2 %
w n = s < <ot g
o (@] o = O > —_
s g & 32 &8 £ %
i o > o Z 'g
Lack of jobs 40.1* 26.5 23.4 21.5 18.2 16.5 26.8
Bad roads 14.7 17.0 15.9 17.6 4.5 35.4* 16.5
Lack of gas 6.1 14.6 22.5* 10.5 20.0* 10.1 13.6
Unclean environment 9.6 13.0 11.3 14.9* 5.5 11.4 11.8
Poor institutions, mal-
functioning,
Income, life cost 4.8 2.7 3.1 4.1 0.9 3.8 3.4
Lack of dwellings 2.1 1.4 6.9* 1.7 9.1* 1.3 3.1
Health services 1.1 1.3 0.3 2.8 14.5%* 2.1
Water-bad quality or lack of 1.3* 0.2 0.3 0.8 0.9 0.6
Other 8.8 5.8 8.4 8.0 7.3 5.1 7.4
No problem 0.3 0.5 0.6 1.1 0.9 1.3 0.7
NA 8.0 7.8 5.3 6.3 12.7* 10.1 7.5
100 100 100 100 100 100 100

Data source: Jid va ey Yousenola survey, Tia va |ey Kssoaaflon, Y ay Z0Us5. ™
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CHAPTER 3

+ Hard Coal Industry

The economic growth of the Jiu Valley Region (JV#Bpends to a great extenh the
competitiveness and prospects of the hard coal indugtyhough the relative share of
value-added generated by this industry to the totah@oy of the JVR has progressively
declined from levels higher than 60 percent in 199@kldout 35 percent in 2002, about one
third of the families living in the region still depend ditgobn the income of at least one
of their members that are employees of the Hard Coalp@oyn(CNH). The dependency of
the JVR’s economy on mining activities is further increlalsg the spill-over effects, with
suppliers and some clients of the mining company alsdddcin the valley.

The Romanian hard coal industry is characteribgda low intensity of competition,
as measured in terms of strength of five dasimpetitive forces: internal rivalry; threat
of entry; threat of substitution; bargaining power of bayand bargaining power of
suppliers.

The threat of new entry into the domestic hard coal imgustlow as there are no new
discoveries of hard coal deposits or profitable exploitatioh the abandoned perimeters.
The importers of hard coal represent the only credthkeat. This threat may become
serious if the price of imported hard coal were tblalow the price of domestic coal, as a
result of the fierce price competition in world marketse TRomanian government plays an
important role in this respect, through subsidies policigailations and ownership rights.

Mining activity has a major impact on the JVR environmeaffecting directly or
indirectly the soil, the water, and the air:

" Soil pollution is due to underground mining, open pits angaregion plant
associated activities, and consists of: waste dumps arfacs of 2589 ha, holes of
20 to 80 m with degraded slopes on an area of abouha%vhere the mining
activities stopped, and soil subsidence to a depth oftd.55 m and the serious
instability of areas of more than 20 ha which render ldoed unsuitable for
construction or agriculture;

" Water pollution is generated by mine waters dischafged underground and
industrial water from the coal preparation procesthe quantity of mine water
discharged directly into the Jiu River varies et 1.6 rﬁlt/year and 6.8

m3/t/year, with solid suspension reaching 15,000 mg/l. Ghantity of industrial
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water, washing anflotation varies between 0,85 to 1,453/nper tones of processed
coal per year. The combined result is a high contenenf fine clay material in the
water, humus, and acids (3 to 5 g/l). Suspension vaeéseen 30 — 100 g/l and
are slightly acid (pH 6,0 — 7,5). The effects of thidlyiimn are fully visible
downstream the Jiu River. The dams and lakes of th#gropgwer plants built
along the river (Rogojelu, Turceni and Isalnita) are Kid#d with residuum after
only a few years of operation. The hydropower plan¥Vlafdeni, in particular, can
operate only 2 hours/day, due to the solid flow of XJykec.

= Air pollution is due to both solid suspension in the air gérdrddy CNH and the
coal combustion at the thermal power plants. Wiitlds difficult to evaluate
the impact of CNH alone, the primary air pollutants are the gases, S@ NOx,
CO and CQ@ as well as the solid suspensions. Due to the geogedphic
configuration of the JVR, the limited circulatiori the air flows results in a
microclimate characterized by a tendency towards aghesg stratification and
stagnation for long periods. The surveys in the JN@Rcate a rate of deposited

dust between 19.9 and 71.7 ma/month, exceeding the admitted standards of 17

mg/m3/month. The highest concentrations were formed in théstorage areas.

CHAPTER 4

+ Information and Communication Technology

Information and Communication Technology (ICT) astructure and services are
assuming a key role in social and economic developmdiite evaluation of the level of
development of this sector in the Jiu Valley Region (J¥®&)Id bring new perspectives and
solutions for the region’s development.

The average penetration rate of the fix telephony inJMB was 13.5 percenby the end
of 2002, against an average penetration rate at natienal of 19 percent. This low level
is not caused by the limited supply capacity, but rablyethe low demand for such services.
In fact, during the last decade Romtelecom replaced lithghmne public switches in the
area with higher apacity digital equipment.

The only exception in the region is Petrosani, where thetpsion rate is above the national
average rate. However, this comparison may lead te falaclusions, as the national levels
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include rural areas as well.

e Internet

Internet penetration at the level of householdthen JVR is similar to the national averages
of about 5 percent. Although the average penetratate is 5.4 percent in the JVR, there
are large access discrepancies among the difféoamts. The highesinternet penetration
level is in Lupeni of 6.9 percent, while no household &ecess to Internet in Aninoasa.

Internet penetration is limited in the JVR, both in the cddgoaseholds as well as of firms
due to the high access costs, the limited number of cergpand computer literacy in the
JVR. The main reason remains the high cost due to Rewrata pricing policy. The
increasing number of computers and the availabilityowline public services could lead
though to a higher demand for internet access thaturn, can help develop a more
competitive market.

. Electronic commerce

The most important example of B2B in the JVR is thwe of the national e-
procurement system “e-licitatii” _(http://www.d€itatii.ro). CNH (http://www.cnh.rp is
one of the most active participants, not only for the JWiIR, at the national level too. Even
though it may be difficult to state that the new system had teafinancial savings,
improvement of the quality of the offerings and lessbfgms for the company are clear
achievements. The company would like to have the opptyttm extend the system for
procurements of services (i.e. transportation sernic€ee potential bidders within the JVR
were trained on how to use the e-licitatii system by ldwl Chamber of Commerce in
August 2002. Also, the company seems to be veognoin providing information and
informal training to any new potential provider.
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. ICT culture and the demand for ICT services

The JVR is a geographically isolated area. Paradby, this situation is alsovell reflected
in the ICT culture of the population and its approach iggrthis sector:

New technologies are not accessible, especially for yqeople. Only about 26 percent of
the schools in JVR are connected to Internet (11 sclootlef a total of 42).

The general level of computer literacy and comfeith ICT is low. Computer culture
that would make young people in the work force comiidetaising IT has not been
developed yet. Since there are no specific efforts to makguters more accessible to
students and generally to young people, this situatiootigoing to be improved.

Most of the public services continue to use the manualepgtoes, where the usage of the
IT systems is very rare. Even if some organizatigmsblic or private) made efforts to

purchase new equipment, the old manual procedures ri@veeen reengineered and the
effects of the usage of computers are very discraith Bublic and private sectors use the
computer for simple functions such as word procgsshmasic accounting, or other office
applications. Almost none of the visited or surveyedsufpublic or private) have local

networks, use an automated inventory-managementeraysemployed computer-aided

design, or made other sophisticated use of the IT.

Information and Communication Technology is unded both in the private and public
sector in the JVR. Impediments to development incltlee lack of demand for ICT
services and professionals, undeveloped important timelsis banking systems and poor
connectivity.

Opportunities for ICT development include small nicfiens selling services such as
software development, and larger firms selling datdryeror operating call centers.
However, in the JVR the sector is still in its infancy amdesal challenges have to be
overcome before it can deliver good quality serviEkesse include the increased usage of
IT as a business tool within the public and private seadevelopment of skilled IT
professionals; establishing an environment in which sesvic the IT sector can develop, and
improving the infrastructure by adding data network infrastrre.

ICT can play a double role in the region’s negnic and social development. First,
e-Development can help streamline public administrateord facilitate the interaction
between the public sector and citizens and firms. SEctidT may offer potential for
economic growth in the region, leveraging technologyptomote entrepreneurship and
growth.
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CHAPTER 5

+ Labour Market Analysis

The following assessment is looking at the fungtignof the labor market from three main
dimensions: (1) the overall performance measuredutfh standard static indicators; (2)
the dynamics of paid job creation; (3) the rolelabor market institutions in the overall
performance.

The main conclusion is that the JVR (Jiul Valleygi®) has a particularly tight and
segmented labor market, with weak and volatile mieation. This originates in the
shortcomings of both demand and supply, with they iew job creation and lack of
entrepreneurship prevailing other potential causes.

A. The labor force participation and structure

1.3. The labor market in the JVR is vernght, with lower activity and
employment rates than at the national (urbiwel. The dependency rate (2.21
unemployed and inactive people for 1 employed peras compared with 1.4 at the urban
level Romania) is overwhelming.

14 The younger echelons of the population (15/24rs of age) in the JVR have

higher participation rates in front of average upkmypment rates, hence with a fairly low

level of idleness. This is a signal that anlabor market where jobs for professionals
are scarce and wages for skilled workers among the highest, the incentives for
school drop-out is high and might hinder the futoféhe region.

1.5. The skilled workers with no more than higheml education have better
chances to get a job in the area, compared toubelb urban areas in Romania. They also
have among the highest wages, within or outside€_tdel.

1.6. The average wage in the region is not sicgifily different from the
national average (even outside CNH), but its pp#dion is supports the hypothesis of a
severely segmented labor market. CNH employmensures a much higher wage,
followed by gender (male), marital status (marrjeplpsition as manager and education.
Activity in a private company and appartenancevarious professions as non-skilled,
services worker or clerical worker are influenciregatively the wage growth.

1.7. As compared with overall Romania — urban gré@e JVR appears as a close
homogeneous region with availability of retaty lower-skilled workers and relatively
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higheraverage wages. The need for redistribution (e Government or family) dilutes
revenues and increases poverty levels.

B. The paid job creation and destruction — the chacteristics of reallocation

1.8. Traditionally, the entire economic adyviin the JVR area gravitates
around the mining activity. Suppliers of the mimiunits are present in the region, as well
as basic services catering to the needs of thel Ipopulation, but no other highly

developed activity offering outstanding alternasite mining, in terms of both revenues and
job stability. In 1997-98, a comprehensive trieguring program substantially reduced
employment in mining activities, not compensated rbgl opportunities for labor market

participation of the laid-off workers.

1.9. In the strongly mono-industrial and tigkly closed economic
environment of the JVR, the decline in mining atig caused an aggregate supply
shock, with high transitional unemployment andaavaehg down of new jobs creation.

1.10. The associated drop in overall revenuashdu depressed activities in
services addressing local market and lead to dindein paid employment in these
activities too. The demand-lead decline in emplegtnfurther damages the labor market
situation. From the labor market point of viewe ttegion is captive to a low-revenues/ no-
jobs trap.

1.11. The analysis of the evolution of paid jokeation and destruction points

towards a weak job creation located mainly in tkhdelasectors, with products addressing
other markets and taking advantage of the locaaghabor. The region seems suitable for
productive and outsourcing activities in sectortensively using unskilled or lower- skilled

labor. The private sector is the only net creatbjobs. The public sector still holds the

highest share, only due to the presence of CNH.

1.12. The profile of the main employers reflecke tspecialization of the area:
mining, water management and distribution of therrenergy, industrial construction,
machinery and equipment for mining and constructiooad transportation and related
activities on one hand, and some activities in wpaetessing and clothing on the other.

C. Labor market institutions

1.13. The functioning of the Ilabor marketstitutions interferes with the
characteristics of the market. The very tightolamarket creates the premises for the often
violation of the basic rights of the labor outsittee mining sector, given the very weak
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enforcement ofhe labor regulation.

1.14. The segmentation of the labor market is mirronedhle development of the
unions’ movement. The mining sector is stronghjonized, with still significant insider-
type behavior, while in the rest of the companies, thens’ presence and role is very weak.

However, the existing unions are aware of theednto accumulate
membership and support from the new private sector,thaddevelopment of a regional
unions’ movement independent of the mining sector iklhigossible.

1.15. The ALPM (Local Agency for Market Policy) poéisi and the specific
poverty reduction instruments applied in the JVR, havpositive input at least for two
reasons. First, these might be one among \bey few possibilities for local
entrepreneurs to capitalize at minimum possibden@emic risk. Second,these
instruments might represent some of the only few stimolupb creation

1.16. The question arises on the longer-term impacthefcurrent design. On the
short term, even a volatile job creation positively impactshe poverty. The impact on the
economic structure and on the durable developmettieofegion is nevertheless much more
ambiguous.

1.17. Since the incentives for job creation are morglyeavailable than other

means of capitalization, this might encourage the emneprs to seek labor intensive
activities. We believe that in poorer regions like the JVRene the employment agency has
an important role and weight in total job creation, thgpleyment schemes should be more
balanced towards the quality of jobs created, aibuld be plugged to the
competitivity enhancing strategies of the region, rathan tto the job creation for its own

sake. However, local agencies would need moribfee instruments and fewer

regulatory constraints.

1.18. This role can be played by public-privatetrpenships in other initiatives such
as the “Mine Closure and Social Mitigation” project, aiited by the Romanian
government and the World Bank. Some components optbgct are currently put into
place, but several shortcomings need to be solvedeafpositive impact is felt.

D. Conclusions andecommendations

1.19. The overall institutional setting as well as thikaber of the labor market in
the JVR is reflecting and accommodating the region’s nagfunctionality, the lack of
stable job creation. From the enterprises in the survepercent of the respondents had no
vacancy for a technician and professional over thetlastyears, and 65 percent had no
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vacancy for a production workerFrom the sub-sample of the economic agents that hired
over the last two years, 80 percent filled-in the wagafor technicians and professional
and 72 percent for a worker in less than 15 days. €kgeption is the IT sector where the
average duration of filling a job for a professional isdiys. At the same time, despite
the efforts of governmental agencies and suceessgorted in creation of new jobs, the
total turnover can not be controlled, and the numbethefunemployed remained fairly
stable (number of unemployed: March 2002, as per catesias 11,656; May 2003, as per
survey data: 11,950).

1.20. The policy recommendations resulting from this yamal fall into four
categories. First, there is a need to strengttien institutional capacity of local
authorities in elaborating comprehensive developmengranss based on longer term
strategies, and search for funding. To this end, paatioip to competitive biddings and
effective involvement of the local stakeholders into theb@ration and implementation of
these programs will be paramount.

1.21. Better enforcement of the labor market reguiatianight increase the
benefit of the workers from the participation to the frabmarket. To this end, the
authorities need to better strike a balance between eging economic activity and
insuring the fair distribution of profits and welfare.

1.22. Second, the surveys results and the integyienith both institutional
partners and with the unemployed show that population find it difficult to
acknowledge, evaluate and fully support all the possdsl available on the market to
alleviate the poverty, both inside or outside thborlamarket. Again, a need for
integration is clear, and the local authorities need togtinen institutional capacities for such
purpose. The construction of a ‘sole-office’ for sollancy offered to population in need,
might be an option.

1.23. Third, the role of the local training centers newdd¥e enhanced, possibly
through the implementation of more flexible trainisghemes, a reduction of the
bureaucracy in the local agencies, and increased bvigyi@f information.

1.24. Fourth, enhancing the local entrepreneurshipgrpms that are oriented
towards education for entrepreneurship, businesssutancy, and dissemination of
information are to be prioritized in order to enhanck pgreation within the region.
Another possibility could be to organize training coursés \graduation prizes in start- up
grants, possibly within the Lonea Business Center.
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CHAPTER 6
* Education

Education institutions in JVR

> Aninoasa

The two primary/elementary schools are locatethénorthern section

Elementary | of the city and one is located in Iscroni. In #aéso schools there are

schools o
700 students and 38 teachers teaching in 16 clas3égre are also

sport classes in each of the two schools and askogkat the school
from Aninoasa

Primary/elementary school - Sf. Varvara Aninoasa

Two of the City's nursery schools are located inndasa and one is

Kindergartens located in Iscroni. All the 3 kindergartens havéZBteaching staff and
a number of 130 children.

Kindergarten Aninoasa, Libertatii Street, nr. 87

» Lupeni

Three Elementary Schools No. 1

primary/elementary | Elementary Schools No. 2

schools
Elementary Schools No. 3

Uppersecondary Two upper secondary schools (high school - grades1? and

school technical and vocational school which include appceship
classes, vocational education classes, tedhnitgh schoo
classes and foremen classes)

High schools Theoretic High school of Lupeni (Lit@eoretic)

Technological School Cluster Lupeni (Grupul Scdtatustrial

Miner)
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Nursery

Schools/Kindergarte
ns

Kindergarten no

Kindergarten no

.1
.2
Kindergarten no. 3
Kindergarten no. 4

.5

Kindergarten no

Kindergerten no. 6

> Petrila

Primary and
Secondary Schools

Primare si Generale)

Lower | Scoala generala nr.1

(Scoli| Scoala generala nr.2
Scoala generala nr.3
Scoala generala nr.4

Scoala generala nr.5

TVET schools

Industrial School cluster for machimesnufacturing

(Grupul scolar industrial constructii de masini )

Kindergartens (Gradinite) Gradinita Nr 1

Gradinita Nr 2

> Petrosani

University of | Faculty of Mines

Petrosani Faculty of Sciences

Faculty of Machines and Electromechanical Equipment

High schools| Theoretical High school (Liceul Teoretic)

and TVET | Computer science High school (Liceul de Inform3gtica

schools School

Cluster for Economics, Administration, areh&es (Grupul
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Post "Carol Davila" postschool for nurses (Scod&tastliceala "Carol
secondry Davila")
Primary and| Scoala nr. 2
lower Scoala "Dalja Mare"
secondary o o
schools Scoala Slatinioara: str.Slatinioara
Scoala  "I.G.DUCA"
Scoala Maleia Scoala
Pestera Bolii
Scoala nr. 4 Daranesti
Nursery Gradinita nr.1
Schools/Kind | Gradinita nr. 2
ergartens o -
Gradinita Scolii nr. 2
» Uricani
Lower Secondary Schools (ScaoliScoala Generala Nr. 1
Generale) Scoala Generala Nr. 2

Kindergartens (Gradinite)

Gradinita in cadrul SicHli. 2

State Placement center (Centru de
plasament de stat)
Private Placement center (Centru de
plasament privat)
» Vulcan
Primary/elementary schools General School Nr.1c&ul
General School, Nr. 2 Vulcan
General School nr. 3 Vulcan
General School nr. 4 Vulcan
General School nr. 5 Vulcan
General School nr. 6 Vulcan
One TVET school cluster Technological School Clust&Mihai
Viteau"
Kindergartens: six
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CHAPTER 7

+ Overview of the region and need for reform

The JVR represents a geographically self-contasre@ of approximate 1,000 I%mwith a
total populatiorof 147,735 and an urban area formed by a clustsixdities. The JVR is an
economically and socially distressed area, which lsn almost entirely dependent on
hard coal mining for its historic growth and economiability. The economy and the living
conditions of its inhabitants have been severely affelbjedeforms undertaken in Romania
after 1990, transforming the population from one of tiobest within the country into a
below-average one. Restructuring of the coal minirdustry further aggravated the
economic dislocation caused by the country’s ongoingsitian to a market economy. The
Jiu Valley floor and its mining settlements are charadr by degraded and high density
housing; craterlike industrial landscapes and rock pilesgdown pit workings; aged and
ugly industrial structures, mostly abandoned; corrodiohtpand machinery; voluminous
metal scrap; and highly polluted river and water courses

e  “Mineriade”
chronology

= January, 28, 1990 — Anti-governmental manifestationPietrosani. Street fights
between the minersd the left-wing Government supporters;

= January, 29, 1990 — The first “mineriada”: about B @@iners are marching from JVR
to Bucharest, in order to “defend” the Governmeriiding;

» February, 18, 1990 - The miners are destroypagis of the Romanian
Government building;

» February, 19, 1990 — The second “mineriada”. ovantd 000 miners are coming
to Bucharest,n order to sustain the governmental forces, in their fight with thvil
society groups, formed by students and anti-commaunjgborters.

= May, 20, 1990 — Mr. lon lliescu is re-elected as Predjdeith 85,1percent votes. June,
13, 1990 — The police forces started a rapid antewiantervention to spread out the
anti-communist manifestation in downtown Bucharest (Piataveysitatii). The fight
between the protestors and the Police forces provokamaly mamages. The public
television aired live transmissions from Bucharest, showfreydamages caused by
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the street fights. On the public TV channel, Roiaa president lon lliescu called
for the miners to support him in “defending the demacy and reinstalling the
order in the country”.

= June, 14-15, 1990 - The third “mineriada”: thousared miners are coming in
Bucharest, in two trains. The Romanian Presidskéd them publicly to “clean” the
Piata Universitatii. The University building is \estated, also the headquarters of the
historical political parties and the newrooms ok timain print media outlets.
Bucharest city was under terror.

= September, 23 — 27, 1990 — The fourth “mineriadde Cozma’s miners asked again
for a raise in their salaries. They devastatedoBahi city and went to Bucharest.
They took under control the Romanian Parliamentding and tried to get also the
public television and the presidential headquartei$he prime-minister Petre Roman
was forced to resign.

January, 1999 - The fifth “mineriada™ CoZsnaminers tried again to reach
Bucharest, but President Emil Constantinescu detldlemergency situation” in
Romania and called the army to stop the minergcim#édward the Capital. The
military tanks stopped the march of the minersimBsminister Radu Vasile was forced
to negotiate with Cozma, at the Cozia Monastertyated at only 200 km away
from Bucharest. He convincedo@na b take back his miners to the JVR. During the
following night, special forces arrested Miron Cazmwhile he was trying to escape
Romania. He was judged in 1999 and put to prisothie next 18 years.

. Declining
Competitiveness

The overall competitiveness of the Jiu Valley Regis lower than of the rest of Romania,
and it continuesto decline on all four competitiveness assessment cagsgogconomic

structure; resources; territorial endowment, and inigital milieu. Jiu Valley is a region
where weaknesses have overwhelmingly taken over teagshs and opportunities, where
the threats are serious and the community is losing &ogdlexibility for adjustment.
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« The Hard Coal Mining Industry

For decades, the main driver of the economy ofithé/alley Region was the hard coal mining
industry, still accounting for more than half of total labor wages &or one third of the
value-added creation. With 75 to 80 percent of totgbleyee wages dependent upon the
evolution of the coal extraction sector, the labor miafkecame inflexible and unable to
generate job opportunities. Moreover, given the initrabno-industrial structure, the
business environment in the JVR is underdevelogearacterized by immature behavior
of economic agents, an underdeveloped business infragguand culture, and scarcity of
management and financial resources.

Economic Composition

The JVR has long operated under a mono-indusstalcture, with the hard coal
mining industry as the driving force behind the majorityeconomic activity. Although this
industry has been in a severe state of decline in rgeams, the region continues to exhibit a
high dependency towards mining activities, with onedtlaf families in the region relying
on mining as a source of income. There remains admaak spill-over effect as the firm is
located in the same region as its suppliers and seslezats. These issues have impeded the
region’s ability to adjust or to establish a new systemcohomic development.

Annual Growth Rate (1998 constanprices)

Industry 4.01~13.24 -17.59 ~-9.19 -29.53 ~-31.06

\ \ ROMANIA -1.5 4.6 7.9

‘Overall Economy JVR
‘ ‘ ROMANIA -0.4 2.7 5.5

In spite of the recovery registered by the economy addsinial sector after the year 2000,
the JVR has registered poor economic resultdtsagocal industry underwent a major
process of restructuring. The high level of speciabratn hard coal extraction, combined
with the absence of other economic drivers, (such assinds with potential horizontal

impact), was responsible for this contrast in perforrman€his is compounded by the fact
that the share of the service sector in the JVR econenmuch lower than the national
average.
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Financial Market

Financial resources are scarce in the Jilleyalrrespective of ownershignner-Valley
resources are quasi-nonexistent. Local investorsrasl and generally recently established,
and the local administration fails to collect its required raeeand does not receive direct
support from the central authorities. The main manafdimancial resources in the Valley
remains the NHCC, which utilizes subsidies in order totrobrthe redistribution process
among inhabitants.

Labour Market

The labor market is segmented and not flexible, adtarized by: high dependency rate and
very low occupation rate; high level of wages as caegavith the national standards; high
share of non-wage forms of labor payment; and higke & unemployment, especially

among the younger population. These characteristicsctedhd maintain in the same time
the main dysfunction of the labor market, namely the tdctable jobs.

Unemployment

The collapse in mining activities and corresponding dropeuenue have had a significant
impact on the region’s overall employment level. This lhe®n reflected in services
activities that support local markets which have been dgvedepressed and are
experiencing declining levels of employment. From a magwerspective, the Jiu Valley is
encapsulated in a low-revenue / no-jobs cycle.

Human Resources

The quality and quantity of the Jiu Valley Region humasoueces have deteriorated during
the last years. Most demographic trends are negatdexlining rate of the population;
declining rate of the participation; increasing demncy rate; declining health status,
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increasing mortality rate, declining fertilitytesand increasing infant mortality.

Population Decline

The Jiu Valley Region represents a geographically selfaroed area of about 1,032 &m
with a total population of about 147,735 inhabitants. TWR & formed by a cluster of
six cities. In decreasing order of their popalat they are: Petrosani, Lupeni, Vulcan,
Petrila, Uricani and Aninoasa.

Almost all towns of JVR are characterized by central aeripheral areas (except for
Lupeni) determined by their population demograpliiaeracteristics. The central areas,
known as human “colonies,” were populated in wavesnduthe last century by the in-

migrants attracted by the flourishing mining industry. ipheral areas are

inhabited predominantly by a population of traditionf@rmers called “momarlani.”

Seven out of such 13 peripheral areas are sgargll settlements with no more than 300
inhabitants.

The main demographic trend that has emerged is @ gigpulation decline. The number
of inhabitants decreased by 9.3 percent during the debativeen the two most recent
censuses, (1992 and 2002). This is a significantjdr rate of decline than observed in
other urban areas in Romania and compares with anahtaverage of 7.7 percent. The
higher decline is more relevant in JVR than for otheanrareas since the JVR cannot utilize
neighboring rural areas for survival strategies dupegods of economic decline.

The pattern of population decline is unevenly distridudenong the cities of the JVR. The
reduction in the number of inhabitants peaked in theddii area (16 percent), while the
lowest decline was recorded in Lupeni (4.5 percenthe sharpest declines were recorded
in smaller settlements, characterized by a higher deasitmomarlani.” The demographic
decline was not significant for the central areas wittigh concentration of in-migrants. The
decline of the population is caused mainly by out-migratiddased on the two censuses
done in 1992 and 2002, around 32,000 persons outtadjthe region.
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Health Status

The health status of the population in the JVRwae8 as in the whole county of Hunedoara,
shows asteep deteriorating trend since the early 1990s as # wésithe economic decline.
Within the Hunedoara county, JVR ranks among the angtis the most risky and unsafe
work conditions. The number of work accidents in Hurm@docounty, over the last decade,
represented about one quarter of the total work acciden®&omania. Most of these work
accidents were registered in the mining industry of J\Alditionally, although declining in
the last years, the share of hospitalized days peompénsthe total population for the region
remains one of the highest Romania.

Hunedoara county and JVR recorded rates of moybidgher than the national average in the
case of heart/circulatory diseases, tumors (oftelated to professional diseases) and
accidents. Consequently, the life expectancy is situdieldw the average in Romania,
generally by 1-2 years, depending on the gender eadof birth.
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Employment Opportunities in Europe

The University of Petrosani

The University of Petrg@ani is an academic education institution whoserbeggs date back in
1948, when, as a result of the publication of Decne. 175/1948 for education reform in
Official Gazette no. 177/ August 3, 1948, and & thinister’'s of Public Education Decision
regarding the organization of higher education,lisbbd in Official Gazette no. 249/ October
26, 1948, the following education institutions wdoeinded: the Institute of Geology and
Mining Technique Bucharest, consisting of two féesl (Geology; Mining Technique); the
Institute of Ferrous Ores Tiguara,; the Institute of Non — ferrous Brad; and@oal Institute —
Faculty of Mining and Processing of Coal Depositd Petrgani with a duration of academic
studies of 4 years. In 1952 the two Institutesimijoara — descendant of the Faculty of Mining
and Metallurgy of the Polytechnic School Tgméra — and in Brad cease their activity, their
students being transferred to the Mining InstituteBucharest, resulting from the merger
between the Institute of Geology and Mining Techmeidducharest and the Institutes of Ores in
Timisoara and Brad.

The foundation of the Coal Institute at P& in 1948 represents an important moment in the
social, economic and cultural life of the Jiu Vgllgoroving, from a historical perspective,
beneficial both for our area and for the general@ion of Romanian economy, with particular
emphasis on the field of mining. The higher edwratestablishment at Pegemi has not
appeared on an arid ground.

There was already a tradition of higher mining ediony in Romania, beginning with the decree
of king Alexandru loan Cuza in October 1, 1864 rdg®y the foundation, in Bucharest, of the
School of Bridges and Highways, Mines and Architeet and, later on, the decree of king
Carol I in October 30, 1867 for the setting upBuncharest, of the School of Bridges, Highways
and Mines, with a duration of academic studies igé fyears and two departments: the
Department of Bridges and Highways; the Departneériflines. The School is organized on
modern principles beginning with 1881; it didn'tegfically train mining engineers, but a
number of the graduates of the School of Bridge$ ldighways — beginning with 1888 the
National School of Bridges and Highways — acknowgtstiafter 1890 as third rank engineers,
worked in mining units in the country.

Mining higher education enters a new stage intkenivar period. Thus, on June 10, 1920, King
Ferdinand signs the Decree — Law no. 2521, by wiliticapproved , the setting up and
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organization of Polytechnical Schools in Romanig”,technical higher education institutions,
culturally assimilated with universities. Their g@athe training of engineers and depend on the
Ministry of Public Affairs”. The first such schoalas the Polytechnical School of Bucharest, set
up by the transformation of the National School Bfidges and Highways, with four
specializations, among which that of ,Mining and tMkirgy”; the royal Decree no. 4822/
November 11, 1920, stipulated, in accordance vghRecree — Law no. 2521/ June 10, 1920,
the setting up, beginning with November 15, 192®o&ytechnical School of Timoara with
two departments: a. Electromechanics; b. Mining kedallurgy. By the Law of November 4,
1938, regarding the change of the laws regardigbdniand special education, the departments
Mining and Metallurgy of the two Politechnical Scit® turn into Faculties of Mining and
Metallurgy, where, besides the fundamental subjécigosed to all the faculties, special
subjects are also taught. Mining higher educatidhfunction with this structure until 1948.

On the other hand, the Jiu Valley was one of theifeustrial, highly urban areas in Romania,
thus displaying the conditions for hosting suchirmstitution. It was also a strong industrial
center with top specialists, which provided a déaframework for applied education.

The Coal Institute in Petgani opened up on la December 7, 1948 with 135 stada the first
year of study (entrance exam), as well as the skand the third (transferred from the Faculties
of Mines of the Polytechnic Schools in Tgoara and Bucharest). The Institute had one
department: “The mining and processing of coal dag9 its dean being Prof. Vasile Poboran,
assisted by 28 academic staff, of which only 8 hellire in the Institute. In academic year
1949-1950 a new department is set up: “Mining eteoechanics”, and in academic year 1951-
1952 the department of “Mining survey". In acadeygar 1949-1950 the Coal Institute yields
its first class of graduates, consisting of 35 deimg engineers.

With the reorganization of higher mining educatinrl952, the Coal Institute changes into the
“Mining Institute  Petrgani”, its activity developing in two departments:

Mining Operations, with specializations:
a. Mining Operations;
b. Mining Survey;

c.Processing of useful minerals; Mining Electronastbs.

The diversification of fields and specializatiorfieea 1990 brought about major changes within
the higher school in Peyani and, consequently, technical education consiralengside with

the emergence specializations in the field of eoonomathematics socio — humanistic,
computer processing, and public administration.sTwill also determine a change of name,
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which reflects both a management, and a contemigeha

Thus, by the Order of the Minister of Education 4894/1991 the Mining Institute in Pegemi

— consisting of two faculties: the Faculty of MiginEngineering and the Faculty of
Electromechanical Machines and Installations, &edAcademic Technical and Administration
College in Petrgani, founded in 1990 — changes its name into thechhical University of
Petrgani”.

Beginning with 1995, by H.G. no. 568/1995 the TecAhUniversity of Petrgani becomes the
University of Petrgani, consisting of three faculties: the FacultyMifhing Engineering, the
Faculty of Electromechanical Machines and Instalfet, the Faculty of Sciences and the
Academic Technical and Administration College.

At present, as by Law no. 288/2004, short term drnigiducation such as the one developing
within the Academic College was gradually removéd, University of Petr@ani consists of
three faculties.

The Faculties within the University of Petrgani

1. The Faculty of Mining Engineering 1948
2. The Faculty of Mechanical and Electrical Enginegrl®57
3. The Faculty of Sciences 1993

The mission of the University of Pegami is education and research within the European
context.

The University of Petrani takes on a fundamental role in the creationtesasuring of cultural
and civilization values, the promotion of sciemtifiesearch, the participation of Romanian
culture and civilization to the world circulatior material and spiritual values, the assertion of
our national cultural identity and the developmehthe Romanian society within a free and
democratic state.

The mission of the University of Pegami is education and research within the European
context.

The University of Petr@ani takes on a fundamental role in the creationteeaburing of cultural
and civilization values, the promotion of sciemtifiesearch, the participation of Romanian
culture and civilization to the world circulatior material and spiritual values, the assertion of
our national cultural identity and the developmehthe Romanian society within a free and
democratic state.
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Since its foundation in 1948, and especially aft@%7, the University of Petsani has had the
mission to train graduate specialists for all tieéds of activity specific for the mining industry,
as well as for activities with mining characteratier industrial branches, or in other branches
such as: mining machines and installations, tedgichl equipment, energetics and process
automation. Besides the training of the staff neagsespecially for the Romanian mining, the
higher education institution in Pegami specialized staff for the above mentioned §elar
about 20 countries in Asia, Africa, South Amerisarth America and Europe.

It should be pointed out that, the training of 088f000 graduates, mainly in the technical field,
but also in the field of economy, mathematics, aodo — humanistic studies in the history of
over 60 years of the University of Pagaai, required a strong material basis: teachinditias
consisting of course and seminar rooms, as wedkawatories; the library, having over 304,000
volumes: reference, technical, fiction books angirnals; a workshop for practical training; a
sports complex, consisting of a gym, a stadiumifalb and tennis grounds; students hostels,
cafeteria, guest rooms, the Academic Staff Housactigal training facilities in the Parang
Mountains and at Campu lui Neag.

Highly skilled academic staff has been formed atdame time, which provided part of the staff
that, after 1990, started new technical, economigthematical, socio — humanistic, and data
processing specializations, which constitute asgmethe Faculty of Sciences.

The new social, economic and political context raibecember 1989 allowed a constructive
approach regarding the expanding of fields and iajpeations within the University of
Petrgani. As a result, the educational offer expandedryewear, so that, at present, the
University provides, in graduate studies, 26 acadgograms de (specializations), of which
17 are validated, within 22 fields of study.

At the same time, the offer of graduate and pagiaduate studies has constantly diversified, so
that in academic year 2008-2009 there are 27 adageograms (specializations), in 17 fields.

Further training by doctoral studies representsthivel advanced academic training cycle. The
University of Petrgani is validated as an organizer of doctoral studied ensures, through the
Doctoral and Continual Training Center, doctoraldgs in the field of Engineering, with the

following specializations:

1.Mines, oil and gases;
2.Industrial Engineering;
3.Electrical Engineering;

4.Systems Engineering.
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