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Abstract 
Poverty is nowadays on everyone’s mind: from the ordinary man who stands its 
direct consequences to policy-makers, decision-makers, public and private institu-
tions, non-governmental organizations. And yet, the phenomenon grows deeper 
and more complex. Poverty should be a temporary state, generated by a wide range 
of factors which prove ill-fated at one point in time, however this state tends to 
become permanent and, for some, it is a life style. For the following analysis, I ap-
plied the positive economics method which entails describing, stating and observ-
ing poverty, and as research methodology, I used induction-deduction and quantita-
tive analysis, on the basis of national statistical data. I have analyzed the individual 
and collective involvement of social economy and social protection in improving 
the living standards of those below the poverty line. 
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Social economy places the individual and his/her social problems at 

the heart of its concerns, in accordance with the principles of solidarity 
and mutual support. We start with the premise that a sustained pro-
motion and operation of social economy entities could lead to economic 
and social wellbeing for vulnerable groups of population, for those 
groups living below the poverty threshold in increasing number, espe-
cially during the crisis period. Why social economy? Because social eco-
nomy focuses on the economic and social development of a community 
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and its primary goal is to ensure collective wellbeing, and especially the 
wellbeing of those who have difficulties on the labor market due to 
unfortunate circumstances. 

Social economy is a real and sustainable market which produces 
economic goods and provides non commercial services to all those 
interested in its values, with a view to improve the living standards and 
develop economic activities that generate new jobs and income. The 
development of social economy entails a higher level of job creation for 
all groups who are vulnerable in relation to the labor market and, at the 
same time, it represents a way out of absolute poverty.  

Social economy does not represent a competition for the social 
protection system. On the contrary, its role is to fill the gaps in the sys-
tem and help certain categories of the population to cope more easily 
with social exclusion and marginalization. Both social economy and 
social policies are designed to address various social issues, such as 
poverty, unemployment, social marginalization and exclusion, de-
linquency, social risk, social violence, housing shortage, alienation, health 
problems, impediments to education, the struggles of families with 
children, etc. It is important for social economy and social protection to 
complement and support each other in order to reach a common goal 
which is none other than the wellbeing of all people.  

Wellbeing is about a decent living standard, both for the individual 
and the entire society. Wellbeing is a defining feature of the human 
condition and it indicates a system of needs connected to the economic 
and social circumstances in which a person finds itself in terms of 
ownership, consumption level, wealth, social and cultural hierarchy. If 
all these are not adequately correlated, then there is deprivation at all 
levels (personal, family, professional, educational, social level, etc.) 
which can generate dissatisfaction, distress, frustration, eventually all 
leading to poverty. 

Poverty is defined as being the state of one who lacks material and 

even cultural resources (Marshall, 2004, p. 611). Poverty is much more 
than lack of income, it is poor consumption, low employment, insuf-
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ficient or inferior food, bad health, limited access to education and 
culture, lack of housing, the impossibility of participating to an 
economic, social, and political life, as well as a limited participation in 
decision-making, insufficient capacity to change one’s own living 
standards, etc.  

„Poor are those individuals and families whose income or other 
resources, especially in terms of education and profession, living 
conditions and material means, are below the average level of the 
society they live in” (Zamfir, Vlăsceanu, 1993, p. 525). According to the 
European Council Declaration of 19 December 1984, „the poor shall be 
taken to mean persons, families and groups of persons whose resources 
(material, cultural and social) are so limited as to exclude them from the 
minimum acceptable way of life in the Member State in which they live”. 
John Galbraith (1997, p. 119) believes that no country can be entirely 
happy with its wealth as long as there are others disgustingly poor and 
points out that a nation’s poverty is a source of conflicts.  

In our country, poverty is perceived not merely as a state specific of a 
marginal category of population, but more as a state characterizing the 
majority, being associated with large social groups: the retired, the 
unemployed, families with children, youth whose parents can’t 
adequately provide for and even working families with one income or 
two low incomes, etc. 

The interest in studying poverty assessment options stems from the 
experts’ belief that poverty is not only a consequence, but also a 
positive factor of economic growth. An overestimation of poverty would 
lead to a resource allocation to a category of population not entitled to 
it, while an underestimation of poverty would result in an insufficient 
resource allocation and the exclusion of a certain part of the population 
from social protection. Here Michel Didier (1994:225) noticed that „it is 
infinitely easier to redistribute greatly than to redistribute well”. 

A redistribution process is subject to losses, what is commonly 
known as the leaky bucket experiment (Okun, 1975). Didier (1994, p. 
240) identified five sources of losses: the administrative costs; the 
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reduced work incentives for the rich; fraud; the perverse effects, 
according to which enterprises overestimate the social costs of labor 
force and create fewer jobs; the threshold effects, according to which by 
redistributing to the lowest level of the social pyramid, the next closest 
level becomes the poorest, which requires a new redistribution, so that 
in the end higher and higher amounts are redistributed, without 
actually eradicating poverty. 

After 1989, a wide range of poverty assessment methodologies were 
used in Romania. In 2001, the Romanian Government Anti-Poverty and 
Social Inclusion Commission (CASPIS) was established. The CASPIS 
experts worked together on formulating a poverty assessment metho-
dology based on the expertise of the most relevant institutions in the 
field - the World Bank, the National Institute of Statistics (NIS), the 
University of Bucharest, the Institute for Quality of Life Research, the 
Romanian Academy - and decided that every year this methodology 
would be used to calculate the poverty rate, but starting 2007, poverty 
indicators were calculated by the Ministry of Labor, Family and Social 
Protection (MoLFSP).  

After a period of continued regress in living standards (1990-2000), 
the poverty rate registered a rising trend, same for the relative poverty 
rate and the extreme poverty rate[1] per total population. Starting 2000, 
as economic growth resumed, poverty rates per total population took a 
constant and significantly declining course. The poverty rate trends 
increased from 4% in 1989 to 20% in 1993, reaching a record 35,9% of 
the country’s population in 2000, followed by a decline caused by 
economic growth, reaching 5,7% at the end of 2008, to rise again in 
2009 to 7,4% as a result of the global crisis.  

 
 
 
 
 

                                                
[1] Please refer to CASPIS for definitions. 
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Figure 1. Economic growth rate and poverty 

 rate in Romania during 1998-2010 (%) 
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Source: NIS, CASPIS, 2007, MoLFSP 2008-2010 
 
Economic growth and poverty dynamics are in inverse proportion, 

but an increased economic growth does not imply a reduced poverty. 
The poverty decline curve is increasingly slower because the con-
nection between the GDP growth and poverty decrease is not automa-
tic, the equation having several unknowns (the psychological variable, 
the cultural one, the religious one, etc.). A negative phenomenon is the 
fact that the Romanian society has grown accustomed to poverty and no 
longer reacts to adverse situations, such as: austerity budgets, trivial 
salaries, costly inferior merchandise, poor social, health, educational, 
and cultural services, inadequate housing conditions, etc. 

Why do people die of hunger when our planet holds an abundance 

which could easily feed the entire world? The true nature of poverty is 
not lack of food, but lack of responsibility, conscience and love. Each 
individual depends on his/her own conscience and we must all bring 
our contribution. How can we do that? Education is a key factor in 
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shaping conscience, it is much more important to teach a man to fish 
than to give him a fish, for this way he will be able to feed himself for a 
lifetime.  

Poverty is a multidimensional phenomenon because it can be 
approached from multiple angles, starting from its possible causes. The 
causes can be objective: a country’s level of economic, social, political and 

cultural development, the economic and social policies, the regulatory 

framework, the institutional framework, etc., which don’t directly 
depend on the individual. Or they can be subjective, causes that depend 
on the individual and his/her family, such as certain difficulties that 
place the individual or the family in the category of poor people: 
unemployment, poor education, insufficient vocational training, area of 
residence (urban or rural), low and very low income, large number of 
children, reduced intellectual ability, disabilities and sickness, social 
impairment, stigma, discrimination, old age, high costs of leisure time, 
excessive consumption needs, extreme costs associated with basic 
needs etc. 

If only one of the above causes occurs, say if a man loses his job and 
joins the unemployment ranks, this does not automatically mean we 
can consider him poor, but if that adds to other causes (he is the sole 
income provider, has more than 2 children in school, has low education 
and vocational training, has no other income sources, lives in a 
disadvantaged area, is in poor health, etc.) then that man and his family 
will most certainly be regarded as part of the poor population. 

How can we help such a person? Help can come from the state in the 
form of social protection services, from nongovernmental organizations 
in the form of social economy enterprises, and from family and relatives 
based on their economic and financial means. The state can intervene 
via the social protection system as follows: it grants an unemployment 
benefit representing 75% of the national gross minimum wage avai-
lable at the time of the unemployment, plus 3 to 10% of the average 
gross income during the last 12 months depending on the length of the 
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contribution to the unemployment fund[1]; if the person has 3 children 
with ages between 2 and 9 years, the state provides 42 Lei/month for 
each child and, if the situation is critical, the state can also provide other 
social welfare benefits or social transfers in kind. Say we have a family 
of 2 adults and 3 children, if we add all the sources of income, the family 
will benefit from an amount of around 900 Lei (375 Lei representing 
75% x 500 Lei plus 300 Lei which is the 10% of the average gross 
income during the last 12 months plus 126 Lei which is 42 Lei x 3 
children and plus 100 Lei which is a social welfare allowance = 900 Lei), 
and if we divide the total income per family member we get an income 
per person of 180 Lei which puts the family below the extreme poverty 
level registered in 2008, when the relative poverty threshold was 
established at 459,33 Lei and the extreme poverty threshold at 254,5 
Lei (MoLFSP, 2009). 

The above scenario served to show that the state, through its social 
protection system and standard programs and projects, can provide an 
individual and family with an income that enables them a far from 
decent living, it is barely sufficient to stay alive. Thus, according to a 
study made by the Civil Society Development Foundation (FDSC, 2010), 
Romania does not spend much on social protection, next to Estonia and 
Latvia, namely 12,8% of the GDP for 2008, as opposed to the EU 
average of 25,2%. Social protection services are allocated 0,26% of the 
budget, the rest being set aside for various social welfare benefits (50% 
for children in families or placement; 9,97% for people with disabilities; 
21,57% for heating aid; 7,76% for family support).  

In 2009, Romania had 6,094.1 thousand households that benefited 
from at least one form of social protection, which is 82,4% of the total 
national households, while at the individual level, it came to more than 
85,8% of the total population (according to the Family Budget Survey of 
21,484.3 thousand people.) Had it not been for pensions, the extreme 
poverty rate would have reached 28,6%, and 9,2% in the absence of 
social welfare benefits. Without social transfers (in cash or in kind), 
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there would have been 7,92 million poor people, with a poverty rate of 
36,8%, so we can argue that social transfers played a key role in 
poverty alleviation. The MoLFSP granted social welfare benefits of 7,9 
billion Lei, which is roughly 1,6% of the GDP for 2009 (please refer to 
Figure 2). 

 
Figure 2. The distribution of amounts allocated from  

the MoLFSP budget to those eligible for social benefits in 2009 
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Source: MoLFSP, Directorate for Social Inclusion Programs, A study of how the provision of main 

social transfers influenced poverty in 2009, article available online at www.mmuncii.ro, pg. 26. 

 
The fact that Romania spends three times more on passive measures 

than on active measures, the gap between the available human and 
material resources and the services that need tailoring to meet the 
beneficiaries’ demands, the dispersed system of social services at 
central level which doesn’t allow for a provision of integrated services, 
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the lack of expertise, the inefficient management of available funds, the 
lack of continuity in the long-term provision of resources, etc. are only a 
few of the faults of social protection.  

In 2009, Romania registered the highest poverty risk rate in the EU - 
22,4% (versus the EU average of 16,3%), 32,2% of the Romanians 
suffered from extreme poverty (versus the EU average of 8,1%), and 
44,2% of the household budget was spent on food (versus the EU 
average of 16,8%) (Creţu, 2012). All these led to a rise in the poverty 
rate of 2009, from 5,7% to 7,4%, and 1,59 million poor people of whom 
351,000 were children under 14 (UNICEF, 2009). 

During 2009-2010 (Eurostat, 2012), Romania was EU’s absolute 
champion at poverty and social exclusion among children (48,7% aged 
0-17 years) and working persons (40% of employees were affected by 
poverty), an increase compared to 2008 (33% of the children and 17% 
of employees). In addition to the poverty rate, there are many other 
indicators contributing to wellbeing or poverty: the healthcare system, 
the education index, the life expectancy, the Human Development Index 
(HDI), the average income per capita etc. Here we can show that the 
percentage allocated for the healthcare system was around 3,8% - 
which places us below the EU average of 7-8% and even below the 
average registered by African countries - 5,9%; life expectancy is 72,7 
years, a 5-year difference from the EU average of 77,5 years; the infant 
mortality rate is 10 infant deaths per 1,000 live births, twice as much as 
the European average, while the HDI is 0,8 which places us, starting 
2004, among the countries with a high human development (OECD, 
2010). 

The local and central government authorities are a key factor in 
eradicating individual and collective poverty due to the economic 
means they possess, but a significant role in intensifying the efforts to 
increase living standards is played by social economy. Through its 
entities (foundations, associations, cooperative societies), social 
economy plays a part in providing goods and services to vulnerable 
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groups of population, enabling them to lead a decent life and to face 
those economic and social challenges that come with rough times.  

In this respect, nongovernmental organizations in Romania together 
with various international organizations have initiated programs and 
projects meant to address the biggest challenge faced by humanity and 
especially by disadvantaged families. 

In February 2012, Bacău Community Support Foundation launched 
the project called A chance to education for children in rural areas, 

implemented in the Eastern part of Bacău district and planned to be 
replicated in the poor rural areas of Vaslui and Iași districts, and which 
develops and fosters those abilities needed to lead an independent, 
normal and competitive life, education being critical to exiting poverty. 
In October 2009, the Romanian Federation of Development NGOs 
(FOND) launched a project called Be a global citizen! Take a stand 

against extreme poverty, intended to raise young people’s awareness 
regarding the battle against extreme poverty by using the interactive 
and dynamic methods of non-formal education. The Global Call to 
Action Against Poverty (GCAP) advocates for poverty eradication, and 
every year on October 17, on the International Day for the Eradication 
of Poverty, it mobilizes the youth to action with the slogan Stand up 

against poverty!  
Save the Children Romania in partnership with GlaxoSmithKline 

(GSK) and with support from the Ministry of Health launched the 
project called Every child matters, aimed at reducing the under-5 
mortality rate, and recently GSK entered a partnership with three 
international NGOs to cover the medical healthcare deficit in the poorly 
developed countries most affected by poverty (GSK, 2011). The 
Romanian Social Development Fund (FRDS) is a public interest 
organization established to alleviate poverty and reduce social 
exclusion by providing support to and encouraging the local initiatives 
of disadvantaged communities.  

The share of NGO service providers is dropping. In 2006, NGOs 
represented 73,8% of the accredited providers, while in 2010 there 
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were only 48,7% left. NGOs provide 25% of the alternative protection 
services in Romania and they use their own funds to monthly cover 
41% of the beneficiaries receiving health care and home care services 
and more than 58% of the elderly population. The causes behind the 
reduced number of organizations and services provided include: the 
external funding sources decreased and public funding sources are 
modest; structural funding is not a viable alternative as most activities 
are not eligible for POSDRU (Development of Human Resources 
Sectorial Operational Programme) funding; so far there is no law on 
social economy; etc. (FDSC, 2010).  

Social economy and public authorities address poverty eradication 
through social transfers in cash or in kind intended to improve the 
living standards of the poor individual or family. But this is only a short-
term support, in the long run people tend to focus their mind on 
deprivation, thinking their life cannot change for the better; no one can 
help them if they themselves don’t think or wish to change their life and 
condition. For part of the poor population, living on welfare is a 
beneficial situation, because it is easier to get used to a vice than it is to 

honest work, they get so used to their helplessness that sometimes they 
are actually fine with their status of people who receive alimony. If you 
feed a hungry man, you do a good deed, but the next day that man will 
be hungry again so you will have to feed him again, without realizing 
that you are in fact doing him more harm than good. Why? Because you 
encourage his idleness and you reduce his sense of responsibility and 
human conscience. How can we change the mentality of these people who 

come to enjoy their status of poor people? Through awareness raising, 
through education and self-education, through love and solidarity. We 
mustn’t wait for someone else to come and tell us what to do, we each 
should realize it is through our own efforts that we’ll overcome our 
needy condition, a feeling which is much stronger and more motivating 
than that generated by receiving aid without having to do anything in 
return. In this sense, those who receive social welfare from the state or 
from NGOs, but who are able to work, should provide community 
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service hours in return for all the benefits they receive: this way we 
encourage them to learn to work for what society provides them. 

The effects of social economy and social protection on poverty are 
clearly positive ones, but we shouldn’t wait for the state or other 
organizations to help us endlessly, their resources are growing thinner 
and thinner. Still, what can be done? We believe that the only solution to 
overcome the crisis is related to economic growth, sustainable 
development, economic and social progress, but only if all these are 
deeply connected with solidarity, mutual aid, responsibility, dedication 
and love. An increased living standard and a reduced poverty can be 
sustained through economic growth only in a particular socio-cultural 
context whose values are in absolute harmony with the genuinely 
human needs: fulfillment, love, understanding, concord, mutual 
support, solidarity and peace. 
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