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BAIA MARE MINING AREA.
EFFECTS OF THE POLICY OF DISADVANTAGED AREAS

GABRIELA-ALINA MURE SAN ', RALUCA-MIHAELA ROGOJAN?

ABSTRACT - The policy of the disadvantaged areas was a coemasf the regional development
policy in Romania between 1998 and 2010. It aimedédlineate those areas that underwent serious
economic and social issues that were mainly geeeérhty industrial restructuring in order to take
specific measures to revive them. Baia Mare mimirga is one of the 38 disadvantaged areas that were
identified in Romania. The present article aimstophasize the results of such a policy within Baia
Mare mining area, the way in which the status cldvantaged area had effects on the economic
development of the city of Baia Mare and on theeptbcalities included. Therefore, the companied th
invested in the area once it was declared a “dmatdhged area” were analyzed, along with the new
jobs, the facilities for companies, the total vabfeinvestments and the way these influenced (in a
positive or negative manner) the decrease in tleenployment rate and the economic revival through
activities from new economic domains. The conclasis that a high number of companies had
investments during its existence as a disadvantaged, yet the effects they had on the economic
development are evident particularly in the city Bdia Mare. The poor quality of the transport
infrastructure and of the business infrastructasricts the economic potential of the other |dizi
that are part of the area, therefore they regidtfae investments.

Keywords: disadvantaged area, economic agents, investdifice, unemployment, investments,
economic revival

INTRODUCTION

The policy of the disadvantaged areas was a conmparfi¢he regional development policy in
Romania between 1998 and 2010. It aimed to debnéraise areas that underwent serious economic
and social problems that were mainly generatednbystrial restructuring in order to take specific
measures to revive them. Baia Mare mining areanis af the 38 disadvantaged areas that were
identified in Romania, being declared as such byagBament Resolution No. 203 issued on March 25,
1999. The Resolution stated that Baia Mare minirgpalocated in Maramuyecounty, included
Cicarlu, Tautii-Magherius, Baia Mare, Baia Sprie, dit, Cavnic andSisesti, totalizing 75,225 ha
(article 2). The mining area was declared a disaidped area for a period of 10 years (article 3).

The criteria under which Baia Mare mining area weslared a disadvantaged area were those
stated by Emergency Ordinance No. 24 of 1998 (d)(ehon disadvantaged areas, namely that these
areas are mining areas where there were redudtidasour force through collective layoffs, as the
industrial restructuring policy was put into praeti they lack communication means and their
infrastructure is poorly developed.

The status of a disadvantaged area implied givamgesfacilities to potential investors in such
areas in order to draw investments and, in pagicub generate new jobs aiming at an economic
revival, as all these disadvantaged areas werestndfiocused and had been greatly affected by
economic restructuring and unemployment.
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The present paper aims to emphasize the resuligatf a policy within Baia Mare mining
area, the way in which the status of disadvantaged had effects on the economic development of
the city of Baia Mare and the other localities thiad part of the area and assess whether the ilicy
the disadvantaged areas reached its main goal.

In order to better understand the economic andakbackground of Baia Mare mining area in
the moment in which it was declared a disadvantaged, it has to be mentioned that during 1965-
1990, the city of Baia Mare developed and extendeeconomy relying entirely on mining and non-
ferrous metallurgy, importing labour force from thentire Maramurg county and from the
neighbouring counties as well. In the 70s, othéustrial sub-branches also dominated, namely the
manufacture of building materials, the manufactofewood, the manufacture of textiles, the
manufacture of food products. Nevertheless, thjseddency determined a large number of layoffs
and a high unemployment rate once restructuringunegpme of the mines being closed after the ‘90s.
A major decrease in industrial activity was regmstein the case of metallurgy and manufacture of
mining equipment.

In order to emphasize the manner in which the nhurabemployees in industry was affected
by the restructuring process, we used data madéalleaby REMIN S.A. Baia Mare - National
Company of Valuable and Non-ferrous Metal Qrglich controlled the mines within Baia Mare area.
There is a continuous decrease in the number ofoyegs during 1991-2001, due to the massive
layoffs (Table 1, Figure 1)The phenomenon had a peak during 1996-1998, whemuamber of
employees decreased from 26,589 in 1996 to 20556997. In 1998, there were by 8,000 employees
less compared to the previous year, determiningranapid decrease in the economic activities withi
the mining areas. The decrease in the number ofogegs went over 50% during 1996-1998, while
in 2001, the company had by 66% less employeesitha®91.

Table 1 The number of employees within REMIN S.A. Baia Mariang 1991-2001

Year 1991 | 1992| 1993 1994 1995 1996 1997 1998 19990002 2001

Number of
employees | 32539| 29326 29440 27686 27365 26589 20565 1276028211405 1106

Source Compania Ngonalz a Metalelor Prgioasesi Neferoase REMIN S.A. Baia Mare [REMIN S.A. Baia
Mare - National Company of Valuable and Non-ferrddetal Ores]

35000

30000+

25000+

Number of employees

11069

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Years

Figure 1. The evolution of the number of employees within REBLIA. Baia Mare during 1991-2001
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BAIA MARE DISADVANTAGED AREA. INDICATORS

Once the area was declared “disadvantaged area& tihere 395 investor certificates issued
for economic agents before July 1, 2003. This weesajf the conditions required to be exempted from
the income tax according to Law No. 507 of 2004tfar passing of the Government Ordinance No.
94 of 2004 on regulating some financial measurés. dhanges in the disadvantaged areas legislation
were represented by a decrease in the number ibfiéscthe investors were to receive, followeddy
decrease in the interest the economic agents halgtam an investor certificate.

The analysis carried out for Baia Mare disadvardayea took into account several indicators
that were instrumental in determining the effedte policy of disadvantaged areas had on the
economic development of this area. The followinglicgators were consideredhe number of
economic agentthat had investor certificateh)e number of new jolibat were to cover the labour
force in the areahe value of investmentandthe facilitiesgiven to the investors. The analysis was
twofold: on the one hand, there was an analysesach indicator for the localities that are parthef
disadvantaged area, on the other hand, there wasalgsis on the business object (on economic
branches and sub-branches). In this respect, theitias from the Statistical Classification of
Economic Activities in Romania NACE® 2005 was considered as it was operational when the
companies were registered. The typology of the @mgs with an investor certificate was done at
first based on the sections from NACE, which wessoaiated in the analysis with the main economic
domains (Manufacturing, Trade, etc.). Then, Mantuiidcg (section D, NACE 2005) was considered
in its sub-branches. For certain cases, sucbther service activitiesan association of the NACE
sections was done because of the small numbewoabetc agents from some of the NACE sectfons

The number of economic agents

Out of the total 0895 economic agents that invested in Baia Mare disadvantaged area, only
369 kept their status and the facilities given, otiger 26 being in one of the situations that dtl n
allow them to benefit by the investor certificatedall the related facilities, or had an uncerttatus.
They were companies that did not comply with thaitigations towards the North-West Region
Development Agency — Maramgrbranch, having their investor certificate withdrawr they did not
carry out economic activities in order to develapestments in the area. Others did have economic
activities but outside the disadvantaged area,irorpther cases, they suspended their activity
temporarily, being proposed for having their ineestertificate withdrawn, or they were companies
that experienced insolvency. All these cases weteonsidered in the present analysis.

Out of the 369 companies that were doing businesgés Baia Mare disadvantaged area,
342 had their registered office in the city of BMare, 16 in the town of Baia Sprie, 5 in the tosin
Tautii-M aghefius, 3 in the commune of @ut, 1 in the commune of Cicéd, 1 in the commune of
Sisesti, and 1 in the town of Cavnic (Figure 2).

% NACE is the acronym for “Nomenclature statistiqdes activités économiques dans la Communauté
européenne”, that is Statistical Classificatiofcobnomic Activities in the European Community.

4 Other service activities includes the following BB sections: Real estate activities, Rental andirga
activities, Business support activities (real estttivities, information service activities, acoting activities,
advertising, architectural and engineering ac#gitiphotographic activities etc.), Education, Otbaltective,
social, and personal service activities (wasteectithn, treatment and disposal activities; recosatcultural and
sports activities).
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B Baia-Mare [ Baia Sprie &4 Tautii-M aghetius Baiut Cavnic [ Cicartiu Sisesti

Figure 2. Economic agents and the localities of registratiathin Baia Mare disadvantaged area

As it can be noticed, the greater part of the corgsathat invested in the area, namely 92.6%,
is grouped in the city of Baia Mare, as the conteas favourable for this: there was a suitable eiark
and business infrastructure. Out of all the otlumalities in the area, only Baia Sprie analfii
Maghetius registered more than 1%, namely 4.3% in Baia-Spnd 1.3% in Futii M aghetius;
shares that are very low as compared to the 9@4aia Mare.

Even though the activity of the companies seenistquite diverse, in fact there is a certain
concentration in specific economic fields. Thus,renthan a half of the registered economic agents
(218, that is 59.1% out of the total) activatedvianufacturing followed by the ones i€onstruction,
represented by 47 economic agents, namely 12.7%fdie total, and ilrade represented by 31
economic agents, totalizing 8.4%. In the opposgitere isMining and quarryingwhich is already
experiencing a downturn, only 2 economic agentiwatirtg in this sector (0.5%). Moreover, the less
“sought” economic fields wer&ourism Human Health Careand Agriculture — Fishing each
accounting low shares of less than 2% out of tted tmmpanies in the area (Table 2, Figure 3).

Table 2.Number of economic agents on their business object

o 1%
£ = n .g
< = ko] @ =
> 0 > c g = g
p= = = © c = 3}
> © @® c =1 ©
=] c > o c O o
© © o ) c i) = ®© 8
®© et o =] @ =
o o = S = © o = S
S < O (&] c O )
IS = @ = = ) c = n
3] =] o = = ) @ Fo | g= s
c o = = 17} 5 = c © © ) =
o = c c c > — S 'O o S
3] ) = < o c 5] s |38 = o
w < = = O = = F® Io O =
Number of
economic agents 5 2 218 47 31 6 ZT i) 26 369

74



BAIA MARE MINING AREA. EFFECTS OF THE POLICY OF DISDVANTAGED AREAS
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Figure 3. The share of registered economic agents on acfieity

Due to the large number of companies that inveistestonomic activities that are specific to
various sub-branches of Manufacturing, and becafigee varied activities that are part of this sect
the analysis was extended in order to analyseubhdésnches of Manufacturing in more detail. Thus,
the more in-depth analysis revealed that the nmagor of the companies (46, namely 21.1%) carried
out activities in theManufacture of textiledollowed by those companies with activitiedMetallurgy
(34, namely 15.6%) anthe Manufacture of food producf30, namely 13.8%) (Figure 4). The other
sub-branches account for less than 10% as redadwimber of economic agents that invested in the
respective activity field.

B Manufacture of food products

= Manufacture of textiles

[1 Manufacture of footwear

(9 Manufacture of wood and
wood products
Manufacture of chemicals and
__ chemical products
Manufacture of building
materials
Manufacture of basic metals

Manufacture of furniture

Other activities

Figure 4. The number of registered economic agents on subehies of Manufacturing
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We find the analysis of the number of economic &geansidering all economic sectors even
more interesting. According to Table 2 and Figurendst of the companies with investor certificate
activated inConstruction then in some sub-branches of Manufacturing, nartired Manufacture of
textiles and Metallurgy, while the Manufacture of food productsomes immediately aftefrade,
which follows Metallurgy. Thus, a certain orientati of economic activities towards activity fields
found in booming development after 1990 can becedti(Construction, Trade), as well as in some
industrial branches that were traditional in thesaisuch as Metallurgy or the Manufacture of tetil

One of the major aims of the policy for disadvaeth@reas was to attract investors to invest
in the area and to set up new jobs in order to atighe decrease in the unemployment rate, on the
one side, and to economically revive these araggrg behind from an economic and social point of
view. Consequently, two other indicators were cdexsd relevant for the present analysis: the
number of newly created jobs and the value of itmeats in the disadvantaged area.

The number of newly created jobs

According to the available data, there w&?d68 new jobs in Baia Mare disadvantaged area,
yet unevenly distributed both at the level of liied and at the economic sectors and sub-branches.
Strongly correlated with the distribution of theoaomic agents, the most numerous jobs were created
in the city of Baia Mare (11,256, representing 98Pthe total), emphasizing once more the attraction
potential of the city in comparison with the otls@naller urban localities or the rural localitiestioé
area (Table 3, Figure 5). The town of Baia-Spreeithsecond in this hierarchy, but at a great dista
with 619 newly created jobs (5% out of the totamtner), followed by the town ofalitii-M aghetiug
and the commune of Cicéd, with 57 new jobs each, less than 1%. The listinaes with the town
of Cavnic town (36 jobs) and the communeSiyesti (only 6 new jobs created during the functioning
of the disadvantaged area).

Table 3. The number of newly created jobs in the localitiEthe Baia Mare disadvantaged area

: Baia Baia , Tautii - o, Al _
Locality Mare Sprie Cavnic Magherius Baiut | Cicarlau | Sisesti Total

Number of

new jobs 11,256 619 36 57 57 37 6 12,068

57
1 57
=]
1125 T ] 813
619
6

E Baia-Mare [ Baia Sprie EA Tautii - M aghetius Baiut B cavnic Ll Cicarbu B Sisesti

Figure 5. Representation of the newly created jobs on thepooent localities of the
Baia Mare disadvantagearea
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As it results from the analysis of Table 4 and Fég@, the distribution of the newly created
jobs on main economic sectors is relatively simtlarthe distribution of small and medium-sized
enterprises (SMEs) that benefited by the investstificate; namely, the greatest number of jobs
(9,613) was created Manufacturing It is the sector where most of the SMEs activatepunting for
almost 80% of the total newly created jobs. Itaboiwed byConstruction with only 7.6% (913 jobs)
andOther service activitie§5%), which includes a variety of activities sua$h Real estate activities,
Rental and leasing activities, Business suppoivibes, Education, Other collective, social, and
personal service activities, according to NACEalinthe other economic sectors, few new jobs were
created, representing, in each case, less tharf 8% total.

Table 4.The number of newly created jobs on main econoetitssand branches
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Figure 6. Representation of newly created jaimssmain economic sectors and branches

A relative symmetry is to be found within Manufattyg, wherethe Manufacturing of textiles
registers the highest number of newly created @817, namely 31% out of the total of newly
created jobs in the manufacturing sector), followgdhe Manufacturing of furnituréwith 1,621 new
employees; 17%), bietallurgy (1,162 new jobs; 12%) anithe Manufacturing of food products
(1,053 new jobs; 11%) (Table 5). All the other swbnches account for less than 10% each. Even
though the number of active companies is higheMetallurgy and in the Manufacture of food
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products as compared to the Manufacture of fur@i(@4 and 30, respectively, as compared to 17), the
last sub-branch had economic agents with a higherber of employees, some of the companies
actually outran the SMEs category.

Table 5.Number of newly created jobs on Manufacturing stdnibhes
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Extending the analysis to all economic activitieae conclusion arises, namely that even
though most economic agents were carrying outitieBvin Construction, the highest number of new
jobs were created, the first four places of thednehy belong to the four activities mentioned with
Manufacturing, namelthe Manufacturing of textiles, the Manufacturingwiniture, Metallurgy and
the Manufacture of food product3hey were followed by onstructionandOther service activities
More than 500 new jobs for the population in theadvantaged area were created in each of these
economic branches or sectors (Figure 7). In th@sipp the lowest number of newly created jobs was
registered irthe Manufacture of machinery and equipm@&®), as well as illuman health and social
work activities(26) andMining and quarryingonly 16 new jobs).
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Figure 7. Main economic branches and sub-branchith more than 500 newly created jobs
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I nvestments

The economic agents that received investor ceatéi, carried out activities in the
disadvantged area and benefited by facilities from the statadeinvestments of approximately
335,012,355 RON under the form of land purchases, constructionboildings and industrial
warehouses, equipment, machines and tools purchaségd for their activities in the area. However,
the major part of investments (95.75%) was coneégdrin the city of Baia Mare, the other localities
benefiting by extremely low investments. Exceptthg town of Baia Sprie, where they represent
3.5% of the total, the other localities had lessth% of the total value of investments.

Depending on the activity of the companies thatested in the area, 86% out of the
investments were iManufacturing followed by Other service activitieg4.6%) andConstruction
(2.9%) (Figure 8).

B Manufacturing
Construction
Trade

[ Tourism

Other service activities

[0 Other activity fields

Figure 8. Value of investment{86) on main economic sectors

Tourismcan also be mentioned, with a share of 2.1% othefotal investments, afddade
with 2.0%. In all the other sectors and branchaar(3port, Agriculture, Mining and quarrying, and
Human health and social work activities), investtaewere the smallest, being under 5,000,000 RON,
that is less than a 1% for each. A more in-deptilyars of the investments in Manufacturing reveals
different situation compared to the distribution exfonomic agents or the newly created jobs. For
example, even though there were only 17 compamigting inthe Manufacture of furniturehis is
the industrial branch in which most of investmentsre made, totalizing 43.3% out of the total
investments within Manufacturing. It was followeg the Manufacture of textile§l1.6%), the
Manufacture of building material€l0.8%) andMetallurgy (10.2%). All the other branches benefited
by more modest investments, less than 10% each.

In a hierarchy of all sectors and sub-branches w@dhalysis, the fist ranks belong to
Manufacture of furniturd37% out of all the investments in the disadvaetbgrea)the Manufacture
of textiles(10%), the Manufacture of building materia(®%) andMetallurgy (8%) first. These are
followed by the Manufacture of chemicals and cheamigroducts and the Manufacture of food

® RON — The new Romanian currency “leu”.
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products (therefore other sub-branches of Manufagfy and only afterwards b@pther service
activities(4.6%) andConstruction(2.9%) (Figure 9).
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Figure 9. Value of investmen{®ON) on economic branches and sub-branches.

Facilities

The status of investor in Baia Mare disadvantagesh affered the beneficiary several
facilities, namely the exemption from paying the customsdaxel the VAT for imports of machines,
equipments, tools, transportation means and otyarediable assetsd raw materials useful for their
investments in the area; exemption from VAT for thachines, equipments, tools, transportation
means and other depreciable assmse in Romania that were to be used for theirstments in the
area; exemption from the payment of the income &emption from the payment of the taxes
charged for land-use changefor the removal of land from land-use classtiwa of some lands. The
companies that invested in the area were grantewbynimom a special fund at Government’s disposal
that was to fund special programmes approved bye@wwent Resolution. However, starting from
2002, once the Romanian legislation was harmonidtdthe European one, there was a decrease in
the facilities offered to the investors in the digantaged areas, which led to a decrease in theegit
to invest in the area. The only facility that rened was the exemption from the payment of income
tax due for new investments, during the existerfcth® disadvantaged area. It affected only those
investors, legal persons, that had obtained theirmpnent investor certificate in Baia Mare
disadvantaged area before July 1, 2003. The pres®iysis took into consideration only this last
facility, the exemption from the payment of theane tax, granted for investments in the period
2003-2006. Thus, state support totalized more 626000,000 RON, out of which, as expected, the
greater part (almost 90%) was taken by Manufaajunnainlythe Manufacture of furnitur¢40%),
then Metallurgy (14%) andthe Manufacture of textile§12%). The other sectors received small
amountsConstructionandOther service activitiereceived approximately 3%, while the other sectors
received less than 2%.
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CONCLUSIONS

The policy of disadvantaged areas was implememeBaia Mare mining area, with direct
effects on the economic revival of this area. Taeilities given by the Government to those that
invested in this area were a pull factor for a gmamber of investors (369 economic agents) that
activated in approximately 20 economic branchessardbranches, which led to a diversification of
the economic activities. Approximately 12,000 nesbg were created, yet an insufficient number
considering the massive layoffs in the mining sebtsr (almost 14,000 persons were dismissed
between 1997 and 1999). As there were new econdmmanches offering jobs, professional
reorientation programs were needed, considerindgittehat most part of the unemployed individuals
had worked in mining before.

Even if a certain economic revival took place asasequence of the investments made by
the economic agents, a more in-depth analysis ieaarouping of these investments in several
localities, particularly in Baia Mare, and in cémteconomic branches. Thus, as regards the nunfiber o
companies with an investor certificate, the newlgated jobs and the value of investments, their
massive concentration can be noticed in the cit@aih Mare (more than 90%). The poor quality of
the transport and the business infrastructure, et ag the lack of the market demand limited the
economic potential of the other localities that peet of the disadvantaged area. Modern industries,
less dependent on natural resources, had feweonrede establish their business in remote places
such as Cavnic oraut.

Most of the economic agents, most of the new jobanmhfor the population in the area and
most of the investments, along with most importiatlities given to investors, are registered in
Manufacturing andConstruction, Other service activities andTrade, the last ones at great distance in
the list. Even though Manufacturing offers a greatiety of sub-brancheshe Manufacture of
textiles, Metallurgy andthe Manufacture of food products register high values taking into account
the number of economic agents, the newly createsl fmd even investments. TRkanufacture of
furniture registered the highest value of investments aaititfas and offered a significant number of
jobs, even though it had fewer economic agentshwedo Cumulating all the economic activities, the
most important remain, in the case of tlevly created johsnvestmentsandfacilities, the four sub-
branches of the manufacturing industilahufacture of textiles, Manufacture of furniture,
Metallurgy and Manufacture of food products), followed by Construction and Other service
activities. Considering activity object as the main criteti@e greatest number of economic agents
activated in Construction, yet with few jobs (e22 companies out of the 47 had less than 10
employees) and registered a medium level of investsn The least sought sectors wiliaing and
quarrying, Human health and social work activiteesd Agriculture and fishingTourismwas not an
attraction either, even though the area has stgmifitourist potential. The conclusion is that ¢heas
a particular orientation of SMEs either towardgaexcfound in booming development in the transition
economy, such as Construction and Trade, or towattidties that were traditional in the area, such
as Manufacture of textiles, Manufacture of food duats, Metallurgy, or even Manufacture of
furniture.
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