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ABSTRACT: This article examines the evolution of minimum wage legislation in Romania 

and its economic and social effects within the European Union framework. Particular 

attention is given to the implementation of Directive (EU) 2022/2041 and recent reforms 

aimed at developing a more transparent and evidence-based minimum wage-setting system. 

Using Eurostat and OECD indicators, the study analyzes minimum wage adequacy, wage 

convergence, labour productivity, and in-work poverty. The findings reveal significant 

progress in minimum wage adequacy and convergence toward European standards. The 

minimum wage has improved its position relative to average and median earnings, 

strengthening income protection for low-paid workers and reducing wage inequality. At the 

same time, strong labour productivity growth suggests that wage increases have been 

supported by improvements in economic performance. The analysis also highlights positive 

social effects, reflected in lower in-work poverty among employees than the EU average. 

However, persistent poverty among self-employed and other vulnerable workers indicates 

continuing structural labour market challenges. The study concludes that minimum wage 

policy has become an important instrument for promoting social inclusion, improving living 

standards, and supporting economic convergence, while emphasizing the need to align 

future wage growth with productivity developments and broader labour market policies. 
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1. INTRODUCTION 

 

The minimum wage has become one of the most important instruments of social and 

labor market policy in contemporary economies. Traditionally designed to protect workers 

from excessively low pay, minimum wage policies are increasingly associated with 

broader socio-economic objectives, including poverty reduction, income redistribution, 

social cohesion, and inclusive economic growth (Eurofound, 2025; European Union, 2025; 

International Labour Organization, 2024). In the European Union (EU), the debate on 
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minimum wage adequacy has intensified in recent years, culminating in the adoption of 

Directive (EU) 2022/2041 on adequate minimum wages, which seeks to improve workers' 

living standards and promote upward social convergence across Member States. 

Romania represents a particularly interesting case in this context. Since its accession 

to the European Union in 2007, the country has experienced rapid economic growth and 

significant improvements in labor productivity (EU, 2026). Nevertheless, Romania 

continues to record some of the highest levels of in-work poverty, income inequality, and 

social exclusion in the EU (Georgescu and Herman, 2019; Herman, 2025). As a result, 

successive governments have increasingly relied on minimum wage policy as a mechanism 

for improving living standards and supporting income convergence with European 

economies. 

Against this background, the article examines the evolution of minimum wage 

legislation in Romania, its alignment with European regulations, and its implications for 

workers, employers, and the overall economy. Particular attention is given to recent 

legislative reforms, the adequacy of the Romanian minimum wage relative to European 

benchmarks, and the challenges of balancing social protection with economic 

competitiveness. 

 

2. A SHORT LITERATURE REVIEW 

 

The socio-economic consequences of minimum wage increases remain among the most 

debated subjects in labor economics. Traditional competitive labor market models suggest 

that higher minimum wages may reduce employment by increasing labor costs. However, 

a growing body of empirical evidence indicates that minimum wage increases can raise 

earnings, reduce wage inequality, and improve the income position of low-paid workers 

with limited adverse employment effects. 

Lopresti and Mumford (2016) provide important evidence on the distributional impact 

of minimum wage increases. Their findings show that substantial minimum wage increases 

benefit not only workers directly affected by the new wage floor but also employees 

earning slightly above it through spillover effects. Similarly, Oliveira (2023) demonstrates 

that minimum wage growth in Portugal contributed significantly to wage compression and 

inequality reduction, while Garcia-Louzao and Tarasonis (2023) find substantial income 

gains following minimum wage increases in Lithuania. Recent studies also show that the 

effects of minimum wage policies vary across sectors and labor market structures. 

Strawiński and Majchrowska (2025) find stronger wage effects in low-wage sectors than 

in high-wage sectors, suggesting that the impact of minimum wages depends on the 

concentration of low-paid workers. Regarding employment, evidence remains mixed. 

While Garcia-Louzao and Tarasonis (2023) report limited employment losses in Lithuania, 

Hijzen et al. (2026) identify negative hiring effects following Spain's substantial minimum 

wage increase in 2019. 

Recent studies have also examined firm-level responses. Using German data, 

Arabzadeh et al. (2024) show that higher minimum wages reduce wage dispersion within 

firms, particularly among financially constrained companies. At the same time, some firms 

respond by becoming more selective in their hiring practices. Furthermore, Hou et al. 

(2025) provide evidence that moderate minimum wage increases can stimulate 
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productivity and support employment growth when accompanied by improvements in 

labor productivity. 

For Romania, these international findings are particularly relevant. Popescu et al. 

(2025) emphasize the need for a transparent minimum wage-setting mechanism based on 

productivity, purchasing power, wage distribution, and social indicators, in line with 

Directive (EU) 2022/2041. 

Overall, the literature suggests that minimum wage policies can improve wage 

adequacy and reduce inequality, but their effectiveness depends on institutional 

arrangements, labor market conditions, productivity developments, and the magnitude of 

wage increases. 

 

3. LEGISLATIVE FRAMEWORK OF THE MINIMUM WAGE IN 

ROMANIA AND THE EUROPEAN UNION 

 

The statutory minimum wage has become an increasingly important instrument of 

social and labor market policy within the European Union. Beyond protecting workers 

from excessively low remuneration, it is now regarded as a key mechanism for combating 

in-work poverty, reducing income inequality, and promoting social cohesion. In Romania, 

the minimum wage is established by the Government following consultations with trade 

unions and employers' organizations, reflecting the principles of social dialogue and 

tripartite cooperation. 

A major development in the European regulatory framework was the adoption of 

Directive (EU) 2022/2041 on adequate minimum wages in the European Union. Rather 

than imposing a single European minimum wage, the Directive establishes common 

principles intended to ensure that statutory minimum wages in Member States are adequate 

and contribute to a decent standard of living. The Directive recommends that national 

authorities evaluate wage adequacy using a combination of economic and social criteria, 

including the general level of wages, wage growth, labor productivity, purchasing power, 

and living costs. As reference values, the Directive highlights thresholds such as 50% of 

the gross average wage and 60% of the gross median wage, which are widely used 

internationally to assess minimum wage adequacy. 

In Romania, concerns regarding the adequacy of minimum incomes emerged before 

the adoption of the European Directive. An important step in this direction was the 

enactment of Law No. 174/2020 on the Minimum consumption basket for a decent 

standard of living, which established the principle that social and wage policies should 

take into account the resources required to secure a decent living standard. The law 

recognizes the minimum consumption basket as a reference point for assessing income 

adequacy and social welfare. Nevertheless, empirical evidence (Robayo-Abril et al., 2024; 

Friedrich-Ebert-Stiftung, 2025) suggests that the statutory minimum wage has frequently 

remained below the income level required to cover the estimated costs of a decent standard 

of living, particularly for households with children. 

The process of aligning Romanian legislation with European standards accelerated 

following the adoption of Directive (EU) 2022/2041. A significant milestone was the 

adoption of Law No. 283/2024, which amended and supplemented several labor-related 

regulations and formally transposed the European Directive into national legislation. The 
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law introduced a more structured and transparent mechanism for setting the minimum 

wage, replacing previous practices that relied primarily on annual political negotiations. 

The new legislative framework requires that minimum wage adjustments be based on 

a set of objective socio-economic indicators. These include purchasing power, the 

evolution of consumer prices, the overall wage level in the economy, the rate of wage 

growth, labor productivity developments, and indicators reflecting income distribution and 

social disparities. By incorporating these criteria, the legislation seeks to ensure a closer 

connection between minimum wage policy and actual economic conditions. 

This reform was further operationalized through Government Decision No. 35/2025, 

which established the institutional mechanism for setting and updating the minimum wage. 

The Ministry of Labour, Family, Youth and Social Solidarity is responsible for monitoring 

wage adequacy and preparing annual assessments, while social partners participate in the 

process through the National Tripartite Council for Social Dialogue. As a result, minimum 

wage determination has become more predictable, transparent, and evidence-based. 

A notable innovation introduced by the reform is the use of an indicative adequacy 

benchmark linked to national earnings. The new methodology evaluates the minimum 

wage against a reference interval representing approximately 47% to 52% of the national 

median wage. This benchmark provides policymakers with a measurable framework for 

assessing whether the statutory minimum wage is sufficient to support an adequate 

standard of living while remaining compatible with labor market and business conditions. 

The legislative reform also broadens the scope of minimum wage assessment by 

requiring regular evaluation of its socio-economic effects. Among the indicators 

considered are in-work poverty, poverty among minimum wage earners, income 

inequality, employment performance, labor costs, productivity dynamics, and business 

competitiveness. This approach reflects a shift toward evidence-based policymaking, 

recognizing that minimum wage adjustments have implications not only for workers' 

incomes but also for firms, labor market outcomes, and overall economic performance. 

The reform also strengthens collective bargaining and social dialogue, in line with the 

objectives of Directive (EU) 2022/2041. Greater involvement of employers' associations 

and trade unions is expected to improve wage coordination and support a fairer distribution 

of economic growth. 

From the employers' perspective, the new legislative framework brings both 

opportunities and challenges. The use of objective criteria reduces uncertainty and 

facilitates workforce and budget planning by providing greater predictability regarding 

future wage adjustments. At the same time, the gradual alignment of minimum wages with 

adequacy benchmarks may increase labor costs, particularly in labor-intensive sectors such 

as construction, manufacturing, retail trade, agriculture, and hospitality. Consequently, 

firms are encouraged to improve productivity through investments in workforce skills, 

digitalization, technological modernization, and organizational innovation. 

Thus, the recent reforms represent a significant modernization of Romania's minimum 

wage system. By combining objective wage-setting criteria, regular impact assessments, 

and stronger social dialogue mechanisms, the new framework aims to balance two 

fundamental objectives: improving living standards and reducing social inequalities while 

preserving business competitiveness and supporting sustainable economic growth. 

Through these reforms, Romania moves closer to the European model of wage governance 
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and strengthens its process of social and economic convergence within the European 

Union. 

 

4. MINIMUM WAGE ADEQUACY AND WAGE CONVERGENCE IN 

ROMANIA: EVIDENCE FROM EUROSTAT AND OECD INDICATORS 

 

The indicator “Monthly Minimum Wage as a Percentage of Average Monthly 

Earnings” provided by Eurostat measures the relationship between the statutory minimum 

wage and average earnings in industry, construction, and market services. Higher values 

indicate that the earnings of minimum wage workers are closer to the average wage level, 

reflecting a lower degree of wage inequality at the bottom of the income distribution. 

Romania recorded one of the most notable increases among EU Member States during 

the period 2008-2024. The ratio increased from 30.1% in 2008 to 44.4% in 2018 and 47.7% 

in 2024 (Figure 1), representing a rise of 17.6 percentage points. This evolution suggests 

that minimum wages grew faster than average earnings, strengthening the position of low-

paid workers and contributing to a reduction in wage disparities. 

 

 
Source: Based on Eurostat Database (2026)  

Figure 1. Monthly minimum wage as a percentage of average monthly earnings in EU 

countries, 2008-2024. 

 

From a comparative perspective, Romania's performance improved substantially. In 

2008, the country ranked among the lowest in the European Union, with a ratio well below 

that of France (47.3%), Portugal (44.6%), Malta (49.3%), and Belgium (43.5%). By 2024, 

Romania's value of 47.7% exceeded those recorded in Hungary (42.9%), Slovakia 

(42.8%), Czechia (41.0%), and Estonia (40.0%), while approaching the levels observed in 

France (48.4%) and Luxembourg (47.1%). Nevertheless, it remained below countries such 

as Portugal (54.6%), the Netherlands (52.9%), Poland (52.9%), and Slovenia (52.3%). 

The Romanian value is particularly relevant in the context of Directive (EU) 

2022/2041, which refers to reference thresholds of 50% of the average wage and 60% of 

the median wage when evaluating minimum wage adequacy. Although Romania has not 

yet reached the 50% benchmark relative to average earnings, the gap has narrowed 

considerably over time, indicating substantial progress toward European standards. 

The upward trend also reflects policy efforts aimed at improving living standards and 

reducing in-work poverty. However, the growing proximity between minimum and 
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average wages may increase labor costs for firms, particularly in labor-intensive sectors 

such as construction, manufacturing, retail trade, hospitality, and agriculture. 

Consequently, maintaining competitiveness will increasingly depend on productivity 

growth, technological upgrading, and workforce development. 

Overall, Romania's increase from 30.1% to 47.7% between 2008 and 2024 represents 

one of the strongest improvements in minimum wage adequacy within the European 

Union, highlighting the country's gradual convergence toward European wage and social 

protection standards. 

OECD data provide additional evidence regarding the adequacy of Romania's 

minimum wage by expressing it as a percentage of both the average wage and the median 

wage of full-time employees (Figure 2). These indicators are particularly useful because 

they correspond to the benchmarks commonly used by international organizations and 

European institutions. 

 

 
Source: Based on OECD Statistics Database (2026) 

Figure 2. Minimum relative to average wages of full-time workers, Romania, 2015-

2025.  

 

The ratio of the minimum wage to the average wage increased from 40.1% in 2015 to 

44.2% in 2025, despite some fluctuations during the period. This trend indicates a gradual 

improvement in the earnings position of low-wage workers. Nevertheless, Romania 

remains below the indicative benchmark of 50% of the average wage, suggesting that there 

is still room for further progress in terms of wage adequacy. 

A more favorable picture emerges when the minimum wage is compared with the 

median wage. The ratio increased from 54.9% in 2015 to 60.5% in 2025, surpassing the 

60% threshold recommended by the European Commission and the OECD. This 

development suggests that recent minimum wage policies have significantly improved the 

relative position of workers at the lower end of the wage distribution and contributed to 

reducing wage inequality. 

Taken together, the OECD indicators point to substantial progress in minimum wage 

adequacy over the last decade. While the minimum wage remains below the recommended 

level relative to average earnings, it has reached the benchmark relative to median 

earnings. These developments indicate improved income protection for low-paid workers 

and continued convergence with European wage standards, while highlighting the need to 

balance further wage increases with productivity growth and business competitiveness. 
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Additional evidence from Eurostat shows that Romania has experienced one of the 

fastest increases in minimum wages in the European Union over the last two decades. The 

statutory minimum wage rose from €139 in 2008 to €795 in 2026, representing almost a 

sixfold increase (Figure 3). Despite this progress, Romania remains among the countries 

with the lowest nominal minimum wages in the EU, ranking above only Bulgaria (€620) 

and Latvia (€780), while remaining far behind countries such as Germany (€2,343), Ireland 

(€2,391), and Luxembourg (€2,704). 

 

 
Source: Based on Eurostat Database (2026)  

Figure 3. Monthly minimum wages, in euro and Purchasing Power Standard (PPS), 

in 2008 and 2026 

 

A more favorable picture emerges when wages are adjusted for differences in price 

levels using Purchasing Power Standards (PPS). Romania's minimum wage increased from 

224 PPS in 2008 to 1,279 PPS in 2026, reflecting a substantial improvement in real 

purchasing power. In PPS terms, Romania performs better than several EU countries, 

including Bulgaria (1,039 PPS), Slovakia (1,080 PPS), Hungary (1,111 PPS), Portugal 

(1,234 PPS), and Cyprus (1,173 PPS). Moreover, Romania is approaching the levels 

recorded in Croatia (1,377 PPS), Lithuania (1,413 PPS), and Slovenia (1,417 PPS). 

Taken together, the data indicate significant progress in Romania's wage convergence 

process. Although the country continues to lag behind Western European economies in 

nominal wage terms, the gap is considerably smaller when living costs are taken into 

account. The 2026 figures suggest that Romania has made substantial advances in 

improving the purchasing power of minimum wage earners and moving closer to European 

standards of wage adequacy and social protection. 

The evolution of real labour productivity per hour worked provides important evidence 

regarding the sustainability of minimum wage growth in Romania during the period 2008-

2025. Measured as an index where 2015=100, Romania's labour productivity increased 

from 85.1 in 2008 to 133.8 in 2025, representing a growth of approximately 57.2% (Figure 

4). By comparison, the EU-27 average increased from 93.2 to 107.0 over the same period, 

equivalent to a growth of only 14.8%. Although Romania started from a lower productivity 

level than the EU average, the country recorded a much faster pace of productivity growth, 

indicating a gradual process of real economic convergence. 
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Source: Based on Eurostat Database (2026)  

Figure 4. Real labour productivity per hour worked (Index, 2015=100) in EU-27 and 

Romania, 2008-2025 

 

The data reveal three distinct phases. First, between 2008 and 2010, productivity 

declined as a consequence of the global financial crisis, reaching a low of 82.7 in 2010. 

Second, during the period 2011-2019, productivity grew steadily from 88.0 to 119.0, 

reflecting economic recovery, investment, technological modernization, and improved 

labour efficiency. Third, productivity continued to increase after the COVID-19 crisis, 

reaching 133.8 in 2025 despite a temporary slowdown in 2024. 

These developments are particularly significant when analysed alongside the strong 

growth of Romania's statutory minimum wage. The substantial improvement in labour 

productivity suggests that a considerable part of wage growth was supported by increases 

in workers' productive capacity and economic performance. As a result, Romania's 

progress in minimum wage adequacy was not driven solely by administrative wage 

adjustments but was accompanied by real productivity gains. Nevertheless, the rapid 

increase in the minimum wage relative to average earnings indicates that wage growth 

outpaced productivity in certain years, contributing to higher labour costs for employers. 

Therefore, future minimum wage increases should continue to be linked to productivity 

developments in order to maintain competitiveness while supporting income convergence 

and social inclusion. 

In summary, the evidence indicates that between 2008 and 2025 Romania achieved 

both strong productivity growth and substantial improvements in minimum wage 

adequacy, supporting a process of economic and social convergence with the European 

Union. 

Further support for the effectiveness of minimum wage increases is provided by 

Eurostat's in-work at-risk-of-poverty rate indicator (Figure 5).  
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Source: Based on Eurostat Database (2026)  

Figure 5. In-work at-risk-of-poverty rate in Romania and EU-27 countries, 2010-

2025: employees vs employed persons 

 

Between 2010 and 2025, the share of employees at risk of poverty in Romania 

remained relatively low, fluctuating between 4.2% and 5.9% and declining to 4.3% in 

2025, consistently below the EU average of 6.5%. This pattern suggests that increases in 

the statutory minimum wage, together with broader wage growth, contributed to protecting 

employees from poverty and improving income adequacy among wage earners. At the 

same time, the in-work poverty rate for all employed persons remained substantially 

higher, although it declined from around 18-19% in the early 2010s to 10.8% in 2025. The 

large gap between employees and all employed persons reflects the significant role of self-

employment, subsistence agriculture, and other forms of vulnerable employment in 

Romania, groups that are less directly affected by minimum wage legislation. Therefore, 

while the evidence indicates that minimum wage growth has contributed to reducing 

poverty among employees, addressing overall in-work poverty requires complementary 

measures targeting self-employed and low-productivity workers. These findings reinforce 

the conclusion that Romania's progress in minimum wage adequacy has translated into 

tangible social benefits, while also highlighting the remaining structural challenges in the 

labour market. 

 

5. CONCLUSIONS AND IMPLICATIONS 

 

The analysis shows that Romania has made significant progress in minimum wage 

adequacy and wage convergence with European standards. Between 2008 and 2024, the 

minimum wage increased substantially relative to average earnings, while in 2025 it 

exceeded the 60% benchmark relative to median earnings. These developments improved 

the position of low-paid workers and contributed to reducing wage inequality. 

The findings also indicate that minimum wage increases were associated with positive 

social outcomes. The in-work at-risk-of-poverty rate among employees remained below 

the EU average and declined to 4.3% in 2025, suggesting that minimum wage growth 

contributed to improving income adequacy and protecting employees from poverty. 

However, the much higher poverty rates among all employed persons highlight persistent 

vulnerabilities among self-employed workers and those engaged in low-productivity 

agricultural activities. 
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The recent transposition of Directive (EU) 2022/2041 through Law No. 283/2024 and 

Government Decision No. 35/2025 represents an important step toward a more transparent 

and evidence-based minimum wage-setting system. The use of objective criteria such as 

purchasing power, productivity, wage growth, and income distribution strengthens the 

predictability and credibility of wage policy. 

Several policy implications emerge from the analysis. First, future minimum wage 

adjustments should continue to be linked to productivity, inflation, and living standards in 

order to balance social protection with economic competitiveness. Second, progress 

toward the benchmark of 50% of average earnings should be gradual and supported by 

productivity growth. Third, reducing overall in-work poverty requires complementary 

policies targeting self-employed workers, vulnerable rural populations, and informal 

employment. Finally, investments in education, skills development, innovation, and 

digitalization are essential to support sustainable wage growth and maintain business 

competitiveness. 

Romania's experience demonstrates that minimum wage policy can be an effective 

instrument for improving living standards, reducing wage inequality, and supporting social 

convergence within the European Union, provided that wage growth remains consistent 

with long-term productivity and economic development. 
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