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Abstract

Research background: The economic impact of investing in new transport
capacity or improving existing ones is complex and often indirect. Loans for
infrastructure are often needed, but they cannot create sufficient conditions
for economic growth. Investments in transport infrastructure require public
funding. An assessment of their cost-effectiveness is needed to ensure a
reasonable and acceptable allocation. Relevant economic, environmental
and social effects must be taken into account. There is a growing concern in
the transport sector about decisions on the development of the transport
system and the effects of scale and externalities they produce. Planners and
decision-makers need to know more about the wider economic impact of
individual infrastructure projects and transport policies in general.

Purpose of the article: This paper aims to present the most important
theoretical and practical aspects of the importance of transport investment
worldwide, at European level and Romania. Investments in transport
infrastructure will not improve the economic vitality of a region unless it has
sufficient economic capacity and employment, land use and economic
development policies.

Methods: This article starts from the hypothesis of the influence of
globalization on the development of transport systems in general and applies
as a case study on Romania. The paper was based on the analysis of transport
legislation, as well as data sets for the period 2011-2019, to observe the
gradual development of all types of transport.

Findings & Value added: Following these researches, the link between
globalization and investments in transport systems was found by
emphasizing accessibility to new infrastructures, new horizons and
development plans for the main types of transport, which is a key element
in economic activity. The main results were disseminated throughout the
article and it adds value through the analysis created at global and regional
level (at European level) and the interpretation of statistical data related to
transport investments.
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1 Introduction

Transport connects people, businesses and resources (Bran et al., 2018). Transport demand
is the result of economic activities of companies, households and individuals (Abrell, 2009).
Changes in the transport system, in turn, have effects on economic development, which can
be defined by the company's strategic economic objectives and objectives in terms of, for
example, income, jobs, competitiveness, commercial activity, property values, affability, tax
revenues, equity (Burlacu, 2018). These objectives have local, regional and national
dimensions (Sarbu et al., 2021). Investment decisions are key decisions in any long-term
development strategy (Stoica et al., 2014). The main reason for using economic resources
today is to obtain economic benefits in the future (Bodislav et al., 2021). Decisions on
transport infrastructure are taken by public agencies and governments and are expected to
support the public good (Burlacu and Stoica, 2012).

Therefore, project evaluation is used to investigate and reason the consequences of
decisions to help decision makers make informed and rational choices (Brida, 2019).
Transport authorities in most countries have a long tradition of using the principles of
practical cost-benefit analysis (CBA) in evaluating transport projects (Radulescu et al, 2020).

The theoretical framework for such an analysis is broad and therefore there are
international, European (EU) and nationally harmonized guidelines for the evaluation of
transport projects (Bran et al., 2018). The CBA provides decision-making tools to analyze
the primary impact of transport project proposals (Profiroiu et al., 2020).

There is a growing awareness in the transport sector that decisions on transport system
development are associated with scale effects and externalities that produce more than
transport cost savings (Antras, 2017). There may be greater economic effects as a result of
funds invested in the region and reduced transport costs . These benefits may include, for
example, job creation, increased productivity and labor availability, changes in land and
property values. The concern in this regard is that without proper recognition of the wider
impact of the transport decision-making framework, decisions can lead to the undesirable
allocation of investment funds (Radulescu et al., 2019).

As investment in transport affects growth and well-being, it is important in decision-
making to have a broad view of the economic impact (Littman, 2019). The direct, indirect
and induced effects together ensure the total economic impact of transport investments (Litra
and Burlacu, 2014).

The direct economic impact of a transport investment includes investment and
maintenance costs, transport operators' operating costs and business travel and freight time
costs (Coulibaly, 2018). In addition, the costs of traffic accidents and pollution include
potentially relevant cost elements. The main economic impact of improving transport is the
reduction of time for freight drivers and business travelers.

2 Methods

This article starts from the hypothesis of the influence of globalization on the development
of transport systems in general and applies as a case study on Romania. The paper was based
on the analysis of transport legislation, as well as data sets for the period 2011-2019, to
observe the gradual development of all types of transport.
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3 Results and discussion

3.1 The effects of transport investments on economic development

In addition to the direct and indirect effects of an investment in transport and the improved
functioning of the system, changes in the transport environment can lead to changes in
regional economic structures and exchanges of economic activities between regions in the
long run (Shantayanan, 2020).

The economic impact of a transport investment is largely based on the effects of the
investment on accessibility. Faster train connections and increased supply and quality of
transport services reduce the costs of personal mobility and freight transport. This makes
trade in goods and services more profitable and communication and interaction between
people easier. Improving accessibility allows businesses to strengthen their geographic
markets (if the size of the market area depends on accessibility). This can increase
competition in certain locations, but at the same time allow for deeper specialization, which
increases productivity.

Accessibility improvements can also make labor market areas larger, as job centers can
be contacted from greater distances within a reasonable time (Meersman, 2017) This tends
to increase employment and lead to an improvement in the balance between labor supply and
demand (Listiono, 2018). The more polarized and specialized labor markets are, the better it
is to develop labor market areas.

Significant improvements in accessibility can drive a strong growth momentum for a
region (Ferrell, 2020). This is possible especially if new connections are created or two or
more modes of transport (eg high-speed railways and motorways) are developed
simultaneously for a region with growth potential but with a previously underdeveloped
transport system (Bank World Cup 2009). In this case, accessibility improvements act as a
catalyst for economic growth, but in the long run, the larger size allows the region to create
congestion benefits for businesses and households, which can lead to further growth.

The benefits of localization are based on the large size of a particular sector in the region
(Graham, 2012). This makes it possible to exploit the benefits on a large scale in the input
and logistics markets and supports the creation and distribution of innovations in the region.
The benefits of urbanization are based on the size and great diversification of the entire urban
region (Kraemer, 2005). For companies, urbanization means more competition, wider
variations of goods, more opportunities for specialization and cooperation. For households,
urbanization means a wider range of consumption possibilities. For labor markets, the large
size of the urban region means better matching of labor supply and demand. An important
factor is the possibility to spread knowledge, innovations and technologies between sectors.

Figure 1 shows that the intensity of business communication between companies in
different regions depends both on the characteristics of the transmission system and on the
structure and specialization of the industry.

The density and efficiency of the transport system determine the accessibility of other
regions. On the other hand, the specialized industry based on the competitive advantages of
the regions influences the potential of business communication between companies from
different regions. In general, good accessibility of a region tends to attract companies with
large market areas and a great need for business communication in a large geographical area.
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Figure 1. The process for improving the market share of companies.
Source: after Kraemer K. L., 2005

The intensity of business communication between companies in different regions depends
both on the characteristics of the transport system and on the structure and specialization of
the industry (Tereshina, 2020). The density and efficiency of the transport system determine
the accessibility of other regions.

On the other hand, the industrial specialization based on the advantages of the
competitiveness of the regions influences the potential of business communication between
the companies from different regions. In general, the good accessibility of a region tends to
attract companies with large market areas and the need for business communication in a wide
geographical area.

3.2 Impact on land use and property value

In urban areas, investment in transport can affect land and property use in the long run. The
potential for change lies primarily in the vicinity of new or improved transport links, such as
railway stations (railway investments), road intersections (road investments) and airports
(airport investments) (Popescu et al., 2018), but the effects can also influence a wider area or
the entire urban region, if the investments act as a catalyst for a process based on
agglomeration effects (Varnavskii, 2020). Next, we focus on the potential land use effects of
railway investments that improve passenger transport.

Accessibility improvements caused by railway investments make locations near old or
new railway stations more attractive to businesses and households (Saidi, 2018).
Companies have improved access to the railways, especially in other regions, but also in the
same region . This makes contacts between the business environment and businesses easier
to improve the accessibility of communication for companies. It also improves the possibility
for companies to get a job due to faster and better road transport in a larger area. The increase
in passenger flows in the vicinity of the stations makes the location more attractive for retail
and other household services. Improving transport accessibility and changing jobs and
services can also make housing more attractive (Stoica et al., 2013).

These accessibility improvements influence the level of rental firms that are willing to
pay in the immediate vicinity of improved accessibility (Vincze, 2008).
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This leads to higher rents and prices of old and new commercial space. It is further
capitalized on the value of the land in the area. These price changes also create pressure to
change land use in two ways. First, increasing the value of land leads to a demand for
increased density in the area. Second, the industrial structure in the area tends to change. Old
activities, such as manufacturing and storage, tend to move to new locations, while they are
being replaced by industries with improved accessibility, such as business services, retail and
other household services. .

The increased level of land value and the change in the distribution of land value create
pressure for planning. An increase in land efficiency is created (larger buildings and less
vacant space). In addition, the area where the construction is profitable becomes larger.

However, planning rules restrict the implementation of land use changes. There may be
political reasons to limit construction efficiency and access to new land use in the area
(Rohacs, 2020). Long-term changes in land use as a consequence of a transport investment
are at least partially realized, at the cost of other locations in the region (Singh, 2021). When
the demand for land use in one location increases, it normally decreases, at least marginally,
in other locations, respectively. However, it is not a zero-sum game if land use in the region
becomes more efficient, increasing the productivity of companies that benefit from changes
in land use.

3.3 Analysis of transport investments in Romania

The transport network in Romania is quite varied, our country being from this point of view
at an acceptable level compared to other countries. The transports are urban inside the
localities but also interurban (Pencea, 2009).

According to official statistics on long-distance and international traffic, in 2019 a total
number of 414,525,000 passengers were registered, of which approximately 77% traveled by
road, the rest choosing the train as a means of transport.

In the coming years, based on increased globalization and funds received, major
investments in transport infrastructure are expected through the modernization of national
roads and local interest, but also in the construction of highways.

It also aims to modernize the railways and increase the average speed, which is currently
at a low level compared to other European countries, but also the construction of new
railways, such as Valcele-Rdmnicu Vélcea located on the IV transport corridor European.
Other measures to be taken for the modernization of the Romanian infrastructure are the
construction of new airports (Ghimbav-Brasov, Galati-Braila, etc.) and the increase of the
existing ones. In the field of naval transport, the increase of the traffic on the Danube will be
pursued.
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Romania has railway connections with all neighboring countries. If for Hungary, Serbia
and Bulgaria the crossing of the border does not pose any problem, in the case of Ukraine
and the Republic of Moldova the gauge change is made from 1435 mm to 1524 mm. The
only line that crosses a border and is electrified is between Curtici and Leucushaz.

As of 31.12.2019, public roads totaled 83,386 km, of which 17,552 km (20.1%) national
roads, 36,221 km (42.8%) county roads and 31,613 km (37.1%), communal roads. However,
the investments made do not guarantee drivers a carefree trip, because half of these rebuilt
areas are deficient and have exceeded their service life. Romania ranks 120th in terms of road
quality, in a top made by the World Economic Forum (GEF).
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Figure 2. Electrified railways infrastructure.
Source: INSSE Data

In August 2019, in Romania there were 600 km of express roads, but their main problem is
the bottleneck that occurs near cities, in the absence of two-lane bypasses. Among the
existing express roads are the routes Bucharest-Giurgiu, Bucharest-Ploiesti West-Comarnic
Beltway, Constanta-Mangalia, Brasov-Codlea, Cluj-Turda, Bucharest-Urziceni-Buzau-
Focsani-Bac@u-Roman-Iasi and Craiova-Filiasi.

In 2018, the air traffic reached, in value, approximately 700 million euros and 10.1 million
passengers, for the 17 airports in Romania.

Romanian river transport is still at a very low level (below a percentage) but with high
growth potential due to navigable rivers and the Danube river.

Romanian waterways are used more for the export or import of goods than for the
transport of goods within the country.

The freight transport market is dominated by road transport, which covered 79.3% in
2019, followed by rail transport - 21.9%, river - 6.8%, by pipeline - 2.9%, sea - 0.2% and air
- 0.01%. Road freight transport is the busiest branch of this market, with 12,000 operators
with a total of 105,500 employees.
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4 Discussion and Conclusion

It has been shown that there may be a tool that is relatively simple to use, but provides results
that are based on comprehensive CGE modeling. This can be seen as a promising start for a
wider use of advanced economic impact modeling in the transport sector.

However, the results of this project are only applicable to fairly large railway investments,
and the results are calculated and presented on a spatial resource, which is quite crude.
Further efforts are needed to define similar instruments for investment in roads and other
forms of transport improvement and to delimit the spatial resolution of instruments.

The objectives are to develop concepts and mechanisms for broader economic impacts of
investment in transport and to develop a tool for assessing these impacts. This report on the
economic impact of transport investments is the first result of the project.

Investments in transport capital reduce transport and production costs, thus contributing
to long-term economic growth and productivity. Investment costs as such have several
immediate economic effects during the construction phase. The ways in which new or
improved transport capacities influence the economic system are complex and often indirect.

Improving transport infrastructure will not improve the economic vitality of a region
unless there are other positive factors. The characteristics of the affected economy as well as
land use and other policies must be receptive and supportive of investment and its impact.

The transport sector has a long tradition of using the principles of practical cost-benefit

analysis in the evaluation of transport projects that analyze the primary impact of transport
project proposals. However, there is a growing need to learn more about the wider economic
impact of individual infrastructure projects and transport policies in general. To date, the only
general and widespread guideline for assessing higher economic impacts is that such impacts
may exist, but they should not be added to the basic cost-benefit calculation to avoid double
counting.

It has been shown that there may be a tool that is relatively simple to use, but provides
results that are based on comprehensive CGE modeling. This can be considered a promising
start for the use of advanced economic impact modeling in the transport sector.

The standard evaluation of transport projects (CBA) is the basic tool for estimating the
direct economic impact of a transport investment. This is necessary, but not enough to
estimate the wider economic impact. There is a growing need to learn more about the wider
economic impact of individual infrastructure projects and transport policies in general.

There are several analytical techniques for estimating these impacts of economic
development, ranging from simple case studies and surveys to modeling complex economic
simulation. However, it is impossible to name a single analytical tool that is equally useful
for all information needs in planning and decision making.

The opportunity to develop an intermodal transport strategy in Romania is justified by
the following considerations:

« fits into the context of policies to reduce the impact of transport on the environment
and to substantiate a sustainable development strategy, striking a balance between
economic growth and environmental protection,

* intermodal transport is considered a safe alternative for the future, as it best meets
both the acute requirements for the decongestion of national roads and the growing
requirements of transport beneficiaries in terms of range and quality of services,

» there is no distortion of competition between the main players on the freight transport
market in Romania that would prejudice the public interest, the same rules being
applied non-discriminatory to all transport operators,

* intermodal transport has the capacity to contribute to the relaunch of freight traffic
in Romania and to reduce the effects of the economic crisis,

*  Also, the realization and implementation of the intermodal transport strategy in

*  Romania has a special importance from the following perspectives:
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* Increasing Romania's attractiveness for international trade activities by ensuring
facilities for the intermodal exchange of goods that would attract both the "assembly
package" and the "CEE package",

*  Supporting the development of logistical and efficient transport "green corridors",

«  Efficient use of existing infrastructure for freight transport by attracting freight flows
from the road sector to the railway and naval sectors,

* Improving economic cooperation at regional, national and international level by
creating distribution and freight exchange poles between long-distance and local /
regional transport systems,

*  Solving the problems related to the high transport costs of the economic operators
and improving the access of the Romanian goods on the regional, national and
international markets,

*  Creating new jobs at local and regional level.
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