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Romania – mission report

Background 

1. In October 1997, the Romanian Ministry of Culture submitted a proposal to UNESCO via the Council of Europe in which it suggested conducting a review of the state of book production and distribution in Romania with a view to devising a new national policy on books and reading. 

2. The proposal was accepted by both organisations, and Council of Europe and UNESCO representatives held discussions with the Romanian authorities and with representatives of the private book sector at the Leipzig Book Fair (see SCHISCHLICK report, 27 March 1998). The Börsenverein des deutschen Buchhandels is also a partner in this activity. At the Fair it was decided that the UNESCO team would produce an initial diagnosis of the situation by summer 1998. Romania was the guest of honour at the Leipzig Fair and the President of Romania, His Excellency Professor Emile Constantinescu, talked about the project and encouraged the two international organisations to continue their work. It was also agreed that a progress report on the programme would be presented at a special meeting to be held on the occasion of the Frankfurt Book Fair in October 1998. 

General context 

3. The current population of Romania is 23 million and the area of the country is 237,500 km?. A high level of literacy and a long habit of reading make the Romanian people a major potential consumer of books, and it is easy to see that the culture of the written word is rooted in a strong cultural tradition. Romania’s forty-year experience of a planned economy in the orbit of the former Soviet Union and the long dictatorship in place until 1989, profoundly influenced the Romanian book production industry and market to an almost unnatural extent. 

4. Romania is presently moving towards a market economy. The current situation is affecting the production and consumption of books in two respects: 

a) the growth of audio-visual sources of information and recreation is providing formidable competition for books, particularly among young people and children (particularly as the price of books is often beyond the purchasing power of families). This is jeopardising the new generations’ capacity for critical analysis and leading to a different perception of information and the consumption of cultural goods; 

b) though the state is no longer the "official supplier" of books as it was under in the former regime (except for some school textbooks), book production and the book trade are not taking place in a “normal” market economy environment. They are subject to the whims of an economy in transition, characterised by a high tax burden which hampers the investment-profit-reinvestment cycle which is central to a market system. 
  

The present situation 

5. The rights of Romanian authors are protected by a sound legal framework. Romania is a party to the Bern Convention and has excellent copyright laws. Many authors and translators are members of the Romanian Writers’ Union. A “literary stamp” attached to each copy of a book published in Romania helps to fund the literary prizes awarded by the Union. Royalties are taxed at 20%. This tax rate also applies to sums in foreign currencies remitted abroad to acquire the rights to a foreign author’s work. 

Piracy and illegal duplication are not a significant problem. 

Publishers 

6. The culture of the written word, and hence the enormous potential demand, combined with the opening up towards a spirit of private initiative and sometimes the possibility of responding to invitations to tender for alternative school books, have led in recent years to the emergence of many new publishing houses. It is difficult to say exactly how many there are. According to the list of registrations with the Chamber of Commerce and the register of the three existing associations, there are about 2,800. However, 200 to 300 publishers are continuously engaged in publication. Among these, twenty or so have a strong infrastructure (editorial offices, production, marketing and sometimes distribution services) and well established catalogues. Seven publish over 50 titles per year, and two or three more than 100 titles per year. 

7. The current situation provides three examples illustrating the gradual transition from state publishing to private publishing: 

a) The state publishing house 

Though it is perfectly prepared to steer the production and distribution of books towards free enterprise and a market economy, the state also intends to fulfil its constitutional obligations as regards education and continue, for the time being, to provide free school textbooks from the first to the eighth grades, which are compulsory for all Romanian children. A state publishing house, “Educational and teaching publications”, produces about 13 million textbooks aimed not only at schools but also the ethnic minorities and the disabled. World Bank funding has contributed to the production launch of so-called "alternative" school textbooks partly financed by the private sector. 

b) Subsidised publishers 

The economic structure of the Ministry of Culture's former publishing houses has been altered. Including national and world literature, classics, poetry, philosophy, literary criticism and art books, these books are often of outstanding quality but are not aimed at the general public. State capital is still involved but it is also possible for the private sector to buy shares. The very nature of the works produced means that the Ministry of Culture has to provide publication grants which can amount to more than US$ 600,000 per year. However, these publishers are not expected to make big profits and are subject to the same tax system as the private sector. 

c) The private sector 

These are the types of publishers described in paragraph 6. 

Printing 

8. There is a thriving printing industry, though its strength lies in quantity rather than quality. An effort has been made in recent years to modernise the existing equipment which is often obsolete. It can hardly be claimed nowadays that printing costs are lower in Romania than in other countries, except for small print runs of 2,000 copies where printing costs can amount to 40% of the overall cost of publication. However, Romanian printers are still tied to a state monopoly on paper production. State-produced paper does not offer the range and quality control required for book printing and imported paper is taxed at 15% (customs duty) and again at 22% (VAT). The result is that the main Romanian publishers have their printing done abroad (in Germany, Italy, Hong Kong, etc.). 

Distribution 

9. As a party to the Florence Agreement, Romania does not tax book imports. Except in isolated cases, merchandise can clear customs within a day. By contrast, the internal distribution network has serious problems to overcome: the old distribution structure has not maintained its role in spite of the fact that it still owns 70% of the real property (stockists and bookshops), which is managed by organisations often lacking in motivation. New chains, mostly private, are emerging as a result. Both the firms which are attempting to specialise in distribution throughout the country and the major publishing houses which prefer to set up their own networks are faced with difficulties because of the high cost of postage and carriage by rail. 

In order to set up these networks it is often necessary for would-be distributors to buy their own lorries. There are approximately 1,000 sales outlets in the country, covered to varying extents by the various distribution networks. The absence of an overall system of trade information of the type “Books in print” is glaringly absent. The ISBN Office is housed in the National Library and operates normally, and it has been suggested that its database could be used as the basis for a publication containing this information. Books sales are taxed at 38% of the publisher's invoice to the bookshop. This tax takes no account of future unsold copies and must be paid in advance. It takes about a year to obtain any return on capital and inflation erodes the purchasing power of money in an unpredictable manner. For the time being there is no regular trade fair or exhibition to market books. Furthermore, for all the above reasons, exports are not an option for the time being. 

The main problems 

10. The adaptation of the Romanian publishing industry to a market economy, which began some years ago, is now faced with a number of obstacles. Some of these stem from the general situation in the country, for example the effect of inflation, which can alter costs in relation to the dollar quite rapidly and unpredictably, while others are inherent in the lack of experience of the private sector in areas such as staff training and particularly professional associations, which are not yet fully operational. Another problem, and by no means the least, is the attendant financial and fiscal legislation, which was doubtless designed as a framework for economic activity in general but is not geared to the atypical behaviour of a budding publishing enterprise. 

Finance 

11. In spite of the fact that the National Statistics Committee places publishing in the production category and that it is classed as such by the European Union, Romanian publishers are not recognised as falling into this category either for the purposes of bank loans or in respect of taxation. 

Under present conditions it is very difficult to attract investment into the publishing sector, as the bank often requires the applicant's own property as security. 

For this reason the main source of funding for private publishing and distribution is foreign capital which, with a favourable exchange rate, can be invested even at a loss for an initial period until such time as the operations make a profit. 

Taxation 

12. Existing legislation, in the form of Order No. 85 of December 1997 (a law issued by the executive pending ratification by parliament), does not envisage any special treatment for the publishing trades (intellectual creativity, publishing and distribution). New rules now being drawn up will enter into force in 1999; these will have the effect of reducing taxes on profits from a manufacturing activity or savings by 50%. For the time being, in the publishing chain, only printers are regarded as falling into the producer category because they manufacture and shape the product directly (no account is taken of the fact that the printer’s work is paid for immediately by the publisher, who assumes the financial risk of publication and therefore is the real producer). Some publishers have gained state recognition as producers following proceedings lasting two years. This has enabled them to take advantage of an income tax exemption, a measure currently in force which was designed to stimulate the production sector for a period of five years and will end in 1999. However, in general, publishers are deemed to form part of the service sector, which is subject to higher taxes, and book distribution, of course, is considered part of the commercial sector which has been given no incentives. 

13. Under present circumstances, therefore, taxation weighs heavily throughout the publishing process: 

a) Royalties (including transfers abroad) are taxed at 20%. 

b) Books are exempt from VAT, but this is not the equivalent of a zero VAT rate: the 22% VAT applied further up the chain for raw materials and successive services trickles down and increases the price of books. 

c) Income tax is levied on the publishing industry, which is deemed to fall within the “service” sector. 

d) Paper imported for books is taxed at a 15% customs tariff and 22% VAT (the fact that newspapers have obtained tax exemptions for paper imports reflects the inadequacy of domestic supplies in quality or quantity, because nationally produced paper is regarded as more suitable for newspapers than for books). 

e) Taxation on wages is remarkably heavy considering the need to stimulate job creation. The average monthly wage is around 800,000 lei (US$ 100). Employers have to pay more than 40% of this sum to the state. The following is an example of progressive taxation on earnings:
- wage: 2,580,000 lei (US$ 300). Amount payable to the state: 1,480,000 lei (i.e. 57%);
- wage: 3,000,000 lei (US$ 407). Amount payable to the state: 2,272,000 (i.e. 65%). 

f) As mentioned above, tax on distribution via bookshops is levied at 38%, payable on the invoice irrespective of actual sales of the product to the public. 

Staff training 

14. It is clear that some publishing and distribution firms are managed by highly capable professionals, driven by a great will to succeed and with the imagination needed to steer their businesses past the obstacles they are currently encountering. However, these captains of industry are unable to find the skilled staff they seek on the labour market. Training, skills development and retraining are often provided by companies themselves. Generally speaking, there is an ongoing shortage of competent editors, specialists in publications marketing, people with the relevant design skills, copy editors, layout artists and DTP operators (desk-top publishing). The same goes for the distribution sector. It is even said that genuine specialist booksellers are gradually being replaced by "book merchants". And this shortage of professional training in publishing is not limited to the most operational levels. The more the industry expands, the more Romanian professionals at all levels will come up against their western European counterparts and their methods of publishing, manufacturing and distributing. These contacts will require high-level training in business management, focusing on finance as well as on the production and distribution side. 

The bases of a new book policy in Romania 

15. The problems outlined above are the most obvious ones. However, there are others linked to the overall economic situation, which is still precarious seen from the point of view of the day-to-day running of businesses. The implementation of a new policy to promote the book trade could only be considered if it were possible to combine the three following ingredients: political commitment at the highest government level, acceptance of private publishing as a “sector”, and the adoption of specific legislation on books. 
  

Political commitment at the highest government level 

16. In the absence of a specific strategy taking account of the dual identity of books and reading, both as a manifestation of one’s own culture and as an economic asset, it is natural that measures designed for the production sector as a whole, though not of course directly “anti-book”, will cause problems for publishing, which is an industry quite unlike any other, requiring specific legislation. 

Political decisions concerning the publishing sector must take account of two fundamental aspects which require the attention of the highest state authorities, namely the cultural importance of books and the economic role played by the publishing industry. 

The cultural importance of books 

17. Though it may not always be apparent, much of the general trend towards globalisation of the economy concerns the culture industries (publishing, cinema, music and the audio-visual media). The major change brought about by the Uruguay Round of the GATT negotiations was to extend the powers of the World Trade Organisation (WTO) to cover the intellectual property aspects of international trade. At the same time, the Internet has opened up the door to veritable information highways for the consumption of information and other cultural goods. What this means is that all sorts of obstacles to the free circulation of cultural goods are being removed by legal or technological means. This is a situation for which every country in the world should be preparing, not in order to stem this powerful - indeed irresistible – tide, but in order avoid being passively swept away by it. At the same time as receiving ideas, images, sounds - in short, cultural expressions - from elsewhere, they must also have to be able to enrich this global exchange with the products of their own culture, because globalisation must not mean the standardisation of cultural behaviour. For a country like Romania, the culture of the written word, which is deeply entrenched and alive, forms the basis of other forms of cultural expression. Quite apart from the irreplaceable part that reading plays in shaping a child’s spirit of critical analysis, the sources of an ancient cultural identity are part and parcel of the written heritage. The boom in the audio-visual media, which have such advantages for some aspects of education, must not mean that reading and books are abandoned as tools for training, information and recreation. 

The economic role of the publishing industry 

18. Even leaving aside the culturally strategic nature of books, which might in itself justify special treatment, an intelligent policy to promote the publishing industry can have a considerable impact on the country’s economy, as it already has in many other states. The conditions are right in Romania for the publishing industry to flourish. This is because of the long cultural tradition, the numerous publishers now emerging and, with regard just to the printing industry, the geographical location of Romania which could make it a ready alternative source of graphic services for neighbouring countries provided it reaches the required level of quality and competitiveness. This is a sector with enormous versatility from the point of view of job creation, because not only can it accommodate large companies, but it also has room for small and medium-sized firms and even individuals working on computers at home. It involves a long chain of activities ranging from literary and artistic creation, through various services, to the production process. 

These considerations should be submitted to the state authorities, at the very highest level, because without their political commitment there is no point in constantly hunting for partial solutions which can only be effective if they form part of an overall, soundly structured programme implemented at the instigation of the highest state authorities.
  

Increased acceptance of the private sector 

19. Faced with a state keen to define and apply a national book policy, the private sector should form itself into a responsible and organised negotiating partner. It is understood that if the state provides the publishing industry with a favourable financial and fiscal framework, it will do so on condition that the private sector meets the social requirements it has the right to expect from it in terms of improved public access to books. 

In the context of a new Romanian book policy, it seems vital for publishers’ and distributors’ associations to adopt professional methods and become more active so that they can identify more clearly the problems encountered by their associates, which are sometimes settled within the confines of the industry and sometimes handed over to the state. 

20. By means of activities organised through professional associations, the industry must be able to examine and identify solutions to certain common problems, such as setting up a national system of information on publications like “Books in print”, the ISBN database or another system, or establishing co-operation to meet certain urgent training needs. An association which keeps day-to-day track of its associates’ work will be in a position to alert the relevant authorities to shortcomings in the application of laws relating to the industry. It is important to note that dialogue – which is currently non-existent – between the industry’s various protagonists (authors, publishers, printers, distributors, booksellers and librarians) forms an essential part of the harmonisation of the industry as such, while bearing in mind that individual professional interests differ and sometimes even conflict. The same goes for the intermittent but sustained dialogue that ought to be established between the industry and the various state bodies concerned with books - educational and cultural establishments, the tax and customs authorities, the post office and transport organisations, etc. Moreover, some of the proposed legislation concerning books envisages a National Book Council, which would be the right means of ensuring that dialogue continues between the state sector and the private book industry. 

Specific legislation on books 

21. The formulation and implementation of a national book policy entails countless activities to promote publishing and the free circulation of books. Numerous state bodies will be involved in its application, in connection both with cultural policies and with the aspects of economic control over book production and the book trade. The only means of protecting this policy from successive state reforms is to adopt a specific law which is often referred to as the “Book Law”. This body of legislation would set out national policy with regard to the supply of and the demand for books, and would establish certain publishing standards, for example the use of ISBN, compulsory legal deposit of copies, etc. At the same time this law could reflect certain rights relating to publishers’ intellectual property (in the event that these rights are not contained in the general legislation on intellectual property). One of the main aims of this framework law is to set up a National Book Council which would provide a regular channel of communication between publishing professionals and state bodies concerned with the cultural and economic aspects of the book industry. 


Conclusion 

22. At the request of Romania, a joint activity involving UNESCO, the Council of Europe and the Börsenverein des deutschen Buchhandels has been set up to advise the authorities on the framing of a new policy on books and reading. The present report is the result of an initial fact-finding visit made by Mr Alvaro Garzón, the Head of the Books and Culture Industries Section at UNESCO. So as to flesh out the details of the situation described in this document and refine the analysis, it is planned to hold a seminar in September 1998 at which information will be exchanged between book professionals and the Romanian cultural and economic authorities. This exchange will help us to establish the main lines of a preliminary draft law on books in Romania. A progress report on this process will be given by the Romanian Minister of Culture at a special meeting to be held on the occasion of the Frankfurt Book Fair in October 1998. 
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Romania – Report on the seminar held from 

21 to 25 September 1998

Background 

1. Following the request made to UNESCO and the Council of Europe, an initial diagnosis of the book situation in Romania was made during UNESCO’s first fact-finding mission to Bucharest from 29 June to 3 July 1998. 

2. The content of the diagnosis is the result of a large number of contacts made during the mission with Romanian authors, publishers, printers, bookshops, and libraries. In addition, Romanian government bodies in not only the educational and cultural but also economic sphere, as well as tax officials, were informed and consulted about the possibility of devising and implementing a national policy on books and reading. 

Second mission 

3. UNESCO officials undertook a second mission to Romania in the week from 21 to 25 September 1998 to refine aspects of the initial assessment, incorporate any further details, and draw initial conclusions to serve as the basis for an action plan. 

4. As part of this exercise to refine the results of the first mission, the Written Culture Department of the Romanian Ministry of Culture organised two successive seminars. One, attended by representatives of private publishing houses, was intended as a discussion forum that would enable participants to work together to produce an “inventory” of the private publishing industry, focusing on its most immediate needs. 

5. The purpose of the second seminar was to establish a dialogue between participants at the first seminar and representatives of various government bodies (ministries of education, culture and finance, tax, transport and post office officials, etc), providing an opportunity for them to exchange information and reach an agreement on the principal components of a national book policy which would cater for the needs of the private publishing industry, government cultural policies, and the economic constraints imposed by the present tax situation in Romania. 

Private sector seminar 

6. Fifteen of the most representative publishers in Romania took part in the discussions at the first seminar. (See appended list of participants.) Generally speaking, the views expressed confirmed the initial diagnosis. Participants then identified the priorities to be taken into account when developing a national book policy (ie setting up of a National Book Council, adoption of a Book Law containing tax incentives, and the development of training activities at all levels in book production and distribution). 

7. Much of the seminar was spent analysing a number of recent developments. For example, under a bill to amend the Finance Law, tabled only a few days previously, books would be subject to 22% VAT and there was a suggestion that imported books would be taxed at 6%. A delegation of publishers together with representatives of writers and the print press (ZES) had been received the day before by senior government officials who, after long and difficult negotiations, had agreed to zero-rate books for VAT. In spite of this willingness on the part of the authorities, publishers had been made to realise how vulnerable their industry was to fiscal measures in the absence of a book law protecting them from general economic measures. 

8. Concerning the proposed tax on imported books, participants were informed that since 1970 Romania had been party to the Florence Agreement, under which the government undertook to eliminate all customs restrictions on book imports. 

9. The above merely confirmed the need to identify, very clearly, the main lines of a national book policy and for this policy to be governed by a special book law. 

The private/public sector seminar 

10. UNESCO had spent the days leading up to the seminar informing and consulting with top-level government bodies in Romania. In addition to officials from the Culture Ministry department in charge of cultural policies and written culture, which was responsible for overseeing the mission, three advisers to the Romanian President were also consulted and informed about the two seminars. (See appendix.) 

11. During the second seminar, private publishers had an opportunity to meet representatives from the government bodies directly concerned with book issues (ministries of education, culture and finance, tax, transport and post office authorities, etc). (See appended list.) 

12. During a very fruitful discussion, participants sought ways of balancing the undeniably urgent tax needs of the Romanian economy with the need to protect certain culture industries, and above all publishing, on account of their ability to convey values specific to Romanian culture at a time when global communications threatened to standardise cultural consumption and jeopardise Romania’s active contribution to the world's store of information and culture. 

13. After considering a number of qualitative aspects of the educational and cultural role of books, Finance Ministry representatives advised participants on the procedural aspects that would have to be taken into account when the time came to propose a draft book law. Representatives from both sectors, public and private, expressed their wish to pursue the dialogue in the future, particularly during the legislative process to adopt the book law. 

14. Regarding the conclusions drawn at the seminar concerning the structure of a national policy on books and reading, the participants recognised that the two main partners involved were the private sector, on the one hand, and the state sector, on the other hand. Their respective responsibilities in the short term could be summed up as follows: 
  

	Private sector 
	Public sector 

	- Organise corporate representation: restructure associations of publishers and booksellers. 
	- Develop a cultural policy on reading 

	- Set up a “Books in print” system of commercial information on publications 
	- Eliminate direct and indirect taxes on book production and distribution 

	- Make systematic use of the ISBN database 
	- Grant publishers “producer” status so that they have access to funding and incentives 

	- Pay the statutory copyright 
	- Apply the Florence Agreement by not levying customs duties on book imports 


15. The technical assistance provided by UNESCO and the Council of Europe was recognised as a factor promoting co-ordination and dialogue, both within the private sector and between the private sector and the relevant government agencies. 

16. In order to create the necessary conditions for ongoing dialogue, a National Book Council must be set up with representatives from both sectors. 

17. Establishment of the National Book Council and provisions regarding preferential tax measures and the removal of barriers to free trade must be governed by a single legal document or “Book Law”. The Ministry of Culture will be introducing draft legislation very shortly. 

General conclusions 

18. a. The main aspects of the diagnosis of the publishing industry in Romania made during the first mission were confirmed at a seminar attended by representatives from the private sector. 

19. b. A dialogue was established between the private publishing industry and representatives of public bodies in the educational, cultural, economic, and fiscal spheres. The result of this dialogue was an agreement on the main lines of a national policy on books. 

20. c. A consensus was reached on the need for a book law providing tax incentives to boost book production and distribution and establishing a National Book Council. The Ministry of Culture will shortly be tabling a bill to that end. 
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