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In 1995 DG VI published a series of ten country 
reports and a summary report on the agricultural sit­
uation and prospects in the associated countries of 
Central and Eastern Europe (CECs). The reports pro­
vided an analysis of the transition agriculture and the 
agri-food sector in these countries were going through 
in the first half of the nineties and an assessment of 
the outlook for the main agricultural commodity mar­
kets till the year 2000. 

With three years more of information the current pub­
lications, which cover Bulgaria, the Czech Republic, 
Estonia, Hungary, Latvia, Lithuania, Poland, Roma­
nia, Slovakia and Slovenia, provide an update of the 
1995 reports and take the outlook horizon to 2003. 
The underlying working hypothesis for the reports is 
that the first CECs will join the Union and will start 
to be integrated into the Single Market and the Com­
mon Agricultural Policy after 2003. 
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Introduction 

The accession process was officially launched on 30 
March 1998 with the submission to the applicant 
countries of the Accession Partnerships, which for 
each country set out the principles, priorities, inter­
mediate objectives and conditions leading up to acces­
sion. A main priority is adoption of the "acquis", the 
body of Community legislation, including for agri­
culture the sensitive areas of veterinary and phy­
tosanitary legislation. 

As in 1995 the individual country reports have been 
prepared by the services of the Commission in close 
collaboration with national experts of the countries 
concerned and with the help of scientific advisers. 

The country reports and the summary report attempt 
to provide an objective analysis of the current situa­
tion in agriculture and the agri-food sector and an 
assessment of where the candidate countries can be 
expected to be in their agricultural development by 
the time of the next enlargement. 



The data used in the country reports are derived from 
a CEC dataset established by DG VI in cooperation 
with other services of the European Commission and 
with external experts. Data originate from various 
sources, mainly national statistics and economics 
institutes, FAO, OECD and the European Commission 
(DG II, EUROSTAT). 

For agriculture in general the FAO data were used, but 
for certain countries and/or for certain products, and 
in particular for the most recent years, the figures 
were adjusted or replaced by data from other sources, 
after discussion with country specialists. For the com­
modity supply balance sheets a simpler approach than 
the FAO's was used, taking into account trade in agri­
cultural commodities up to the first processing stage, 
but not further processed products. 

The main objective was to obtain a dataset which was 
as coherent as possible, offering a good comparabil­
ity of data. 

About the data ... 

Despite all efforts to create a coherent, reliable and 
up to date dataset, all figures presented in the coun­
try reports should be interpreted with care. Signifi­
cant changes in data collection and processing meth­
ods have sometimes led to major breaks in historical 
series as the countries concerned have moved from 
centrally planned to market economies. One general 
impression is that these problems may have led to an 
over-estimation ofthe decline in economic activity in 
general and of agricultural production in particular in 
the first years of transition, data from 1989 and before 
being somewhat inflated and data after 1989 under 
recording the increase in private sector activity. More 
recently, many CECs have undertaken serious efforts 
to start to harmonise data collection and processing 
methods with EU practices. 

With three more years of data and experience the orig­
inal 1995 dataset has been improved and further 
adapted to DG VI's analytical needs. 
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Executive summary 

General situation 

Following a violent upheaval (December 1989) 
against the Ceaucescu regime, a coalition of former 
officials formed a provisional government, then won 
the ensuing elections (May 1990). The first phase of 
transition was accompanied by political instability. 
After 4 years of decline, the Romanian economy start­
ed to grow again slowly in the years 1993 to 1996, 
but with an extremely high inflation rate. 

November 1996 elections brought to government a 

Land use 

Of Romania's total 23.8 million ha, 28% is covered 
by forest and more than 60% is used for agriculture. 
Of the agricultural area, one third is permanent pas­
ture and some 63% is arable, more than half of which 
is planted with cereals, mainly maize and wheat. 
Around a tenth is oilseeds. Vineyard renewal has not 
led to any increase in the permanent crop area (less 
than 4% ofUAA). 

centre-right coalition with the objective of speeding Farm structures 
up economic reform. 

In February 1997 a radical market oriented econom­
ic reform in particular liberalised foreign trade. The 
immediate effect was negative on '97 growth ( -6.6%) 
and inflation ( 150% ). Growth should resume in 1999 
and inflation should slow down. Foreign direct invest­
ment is still low, the trade balance and current account 
are negative, and deficits are not expected to be 
reduced within the next two years. 

Agriculture and the food industry 

Already of primary importance when Romania served 
as breadbasket to Western and Central Europe in the 
19th century, agriculture remains central to the 
Romanian economy. Romanian agriculture has under­
gone at least three dramatic changes over the last I 00 
years, nearly one per generation. Uniquely among the 
CECs, agriculture represents one fifth ofGDP and has 
grown in terms of employment (39.6% in 1997) 
during the '90s. As in most CECs, the share of live­
stock in agricultural output fell by 7% over the same 
period. 
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In 1989, nearly 90% of the UAA was occupied by 
State and Co-operative farms; independent farmers 
took up less than 12%, with small plots. Privatization 
and redistribution of agricultural land has involved 
5 million people, fragmenting land-ownership and 
causing the average farm size to fall to less than 2 ha 
of arable land and 3 ha in total. The structure of farm­
ing is, however, less fragmented than ownership. 
Besides independent farmers (58% of UAA) are 
found the non-privatized former State farms (12% of 
UAA), farmers association, with legal status, group­
ing individual owners (12% ofUAA with an average 
size of 451 ha) and family associations, with no legal 
status, cultivating the land of family members (8% of 
UAA with an average size of I 03 ha). The private sec­
tor now represents around 85% of the final agricul­
tural production. 

Production and utilization 

At over 20 mio t, 1997 was an excellent year for cere­
als, confirming Romania's return to being a net cere­
als exporter since 1995. The deterioration of produc­
tion conditions (agricultural structures and input 
supply) has led to a sharp increase in maize produc­
tion. Sugar also suffered from the economic disor-



ganisation which followed privatisation, while 
oilseeds production recovered in 1995, allowing a 
small positive net trade balance to be achieved in 
1996. Romania is a traditional wine producer and 
export opportunities (485,000 hi in 1996) boosted 
vineyards. 

Livestock developments have been quite divergent 
from those in the crop sector. After falling consider­
ably, the decline in herd sizes now seems to have 
slowed. Milk production has been recovering visibly 
since 1993 and production overshot 5 mio t in 1997. 
Cattle numbers continued to fall in 1997, even if pro­
duction increased again. Pig numbers were still falling 
in 1997 but poultry numbers have stabilised over the 
last three years, as has production. Total meat uti­
lization is 55 kg per capita (against 62 kg/head in 
1989), more than half being pigmeat. 

Trade 

Romania's trade balance is negative, as is the agri­
food trade balance, but its share in the global trade 
deficit decreased from 38% to 4% between 1993 and 
1996. The regional breakdown of agri-food trade 
flows shows that the most important market for 
Romanian exports is the EU with 55%. On the import 
side, the EU is the major trading partner (50%). Sur­
prisingly, the CECs are at present minor economic 
partners, but imports from the NIS are on the increase 
(16%). The structure ofagri-food trade is dominated 
by foodstuffs and beverages, which are mainly respon­
sible for the agri-food deficit, while the trade balance 
for animal products has been consistently positive 
since 199 3. The improvement in the agricultural trade 
balance is almost exclusively due to cereals, which 
returned to achieving a positive balance in 1995. 

Up- and downstream industry 

While the use of inputs has fallen drastically since 
1989, some recovery can be seen since 1994. Up till 
1997, upstream industry was organized around "inte­
grators" and "agromecs", the latter being companies 
supplying mechanisation services to farmers. The 
"integrators", which supplied farmers with fertilizers, 
pesticides, seeds and even credit, also occupied a 
monopolistic position in grain procurement. Almost 
all wheat was purchased by Romcereal. Their pres­
ence was seen as an obstacle to the development of 
competitive up- and downstream agricultural indus­
tries. 

The Romanian food industry was built 20-30 years 
ago, with major production plants in each county. 
There has been little investment in plant renewal or 
upgrading, and output is of a relatively poor quality. 

The privatization process is mainly affecting 
"agromecs" and small and medium food processing 
companies. In view of the lack of capital and legal 
uncertainties, it would be safe to say that economic 
and financial restructuring is just starting. 

Support policy 

Until early '97, a guaranteed minimum price system 
existed for products of"national importance", name­
ly wheat, milk, pigmeat and poultrymeat. To benefit 
from this system, farmers had to contract to sell their 
production to "integrators". 

Following World Bank recommendations, this sys­
tem was removed and prices for all agricultural prod­
ucts may now be considered fully liberalised. The 
government has introduced a system of input subsi­
dies based on vouchers distributed to farmers. These 
can be exchanged to pay for all kinds of inputs and 
mechanical work. A limited credit policy and support 
for less-favoured areas seem to be important too Is for 
specific sectors (e.g. cattle, pigmeat, sugarbeet, .. ). 
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GATT commihnents 

Uniquely among the CECs, Romania opted for the 
status of developing country and tabled its offer in 
constant Lei. Commitments regarding ceilings on 
domestic support therefore do not appear to represent 
a particular policy constraint. Concerning border pro­
tection, Romania was able to set very high binding 
ceilings for agricultural products. Tariffs applied since 
May 1997 have, however, been largely below the 
bound rates, the average weighted applied tariffbeing 
27%. 
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Ou~ook 

Romania is currently supporting the restructuring of 
its agricultural industry towards a market economy. 
Only small changes in land use are expected. Self-suf­
ficiency in cereals is expected to increase, consoli­
dating their net export position. In the livestock sec­
tor, poultry and pig numbers are expected to recover 
somewhat, production being boosted by an increas­
ing domestic demand and the availability of cereals 
on the domestic market. OveraJI agricultural self-suf­
ficiency will slightly increase and the agri-food trade 
balance will tum positive. 



1 . 
Introduction: general overview 

1. 1 Historical background 

Despite vigorous attempts at industrialisation under 
the Ceaucescu regime, Romania has retained a strong 
rural culture, with agriculture still central to its econ­
omy. 

Well-known historically as the bread-basket of the 
Ottoman Empire, it is perhaps less well known that, 
after gaining independence in 1878, Romania con­
tinued to export its surplus grain, to Western Europe. 
While subsistence farming was carried on by under­
nourished peasants across most of the land, 40% was 
taken up by larger farms (over 20 ha) which, while 
they represented only 2.5% of all Romania's farms, 
were responsible for the whole exportable surplus. 

The pattern of holdings behind today's land restitu­
tion emerged from a radical land reform in 1918, 
which was part of the Government's attempt to ensure 
the loyalty of the largely peasant army. A decree 
expropriated the land of foreigners, absentee owners 
and native owners of over 250 ha in grain-producing 
areas, with different limits applying in hill and moun­
tain regions. Exceptions were made for well-man­
aged farms. Five hectares were made available to the 
landless and to small-holders, in return for twenty 
annual payments to the State - although the areas 
eventually redistributed averaged only 2.8 ha. 

Redistribution, surveying, and issuing of new titles 
went slowly but a large share of Romania's agricul­
tural land finally changed hands. By 1941 over half 
the farms had less than 3 ha and only about 6-7 per­
cent more than 1 0 ha. The 1945 Land Reform was 
even more radical and eliminated nearly all prosper­
ous "Chiabur" farms. 

The extent to which regional differences have endured 
is striking. The earliest statistics available confirm 
the lower productivity of the plains areas of the Old 

Kingdom (Oltenia, Muntenia, and Moldova) com­
pared with the regions north and west of the Carpathi­
ans, documented in Farm Survey: Private Agriculture 
in Romania. The difference in productivity seems to 
have been connected with climate, topography and 
product mix, as well as cultural factors. Co-operatives 
and market structures were better developed in regions 
which formed part of the Hapsburg Empire, while the 
plains were a semi-frontier area even in the mid-19th 
century and more affected by large estates and con­
tract managers. Under communism, they continued 
to suffer from large-scale, extensive cultivation and 
the destruction of peasant culture. 

An important result of the 1918 Land Reform was to 
shift production away from wheat, which was main­
ly exported, to maize, which was domestically con­
sumed. The cause was dual: seed costs were lower for 
maize, but marketing channels had also been dis­
rupted by the Reform. Crop output fell and stayed 
below the 1909-13 average for most of the inter-war 
years, until the second half of the 1930s. It plummet­
ed again in 1950. 

As Romania was on the verge of famine in the late 
1940s, the increase in output during the '50s was sig­
nificant but relative. Output fell again in the '60s, 
during the collectivisation years, when the urban pop­
ulation was the poorest-supplied in Central and South­
eastern Europe. While output grew again in the 
1970s, by 1980 Romanians were obliged to spend a 
much higher proportion of their income on food than 
other countries in the region. Up unti11985 more than 
half the population still lived in rural areas, although 
by the mid- '70s the share engaged in agriculture had 
fallen to 28%. Ceausescu 's draconian foreign debt 
repayment measures made the situation much worse 
in the '80s, so that one of the first actions of the new 
government in 1990 was to greatly increase imports 
of agricultural and food products, to alleviate poor 
nutrition standards. The lifting of import restrictions, 
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together with a ban on food exports, was part of a 
significant change in trade policy. 

The Communist emphasis on industrialisation led to 
an acute drop in the agricultural labour force (in the 
1940s 75% of the labour force was still engaged in 
agriculture) but in 1995 agriculture still accounted for 
19.1% ofGDP (2.5% in EUR-12) and the agricultur­
al labour force had risen back up to 33.6% (5.3% in 
EUR-15). 

Romania's post-war pattern of industrialization was 
influenced by its historical base in oil and gas pro­
duction and oil refining. The socialist strategy empha­
sised heavy industry and within the Council for Mutu­
al Economic Assistance (CMEA) Romania assumed 
the role of major petrochemicals supplier, as well as 
oil drilling, mining and a range of other industrial 
equipment. 

Around the end of the 1960s, difficulties in main­
taining production obliged Romania to become a net 
importer of oil, helped by its relations with Iran and 
the Arab countries. Imports were paid for in machin­
ery and projects. But in the 1970s, the price it was get­
ting per ton for refinery products fell below the cost 
of imported raw materials. This was one of the rea­
sons Romania stopped servicing its dollar debt in 
1981. 

Romania was in constant conflict with the CMEA 
over its refusal to specialize in the supply of raw mate­
rials and foodstuffs, and was prompted to turn to the 
West for financial and technical assistance to build up 
its heavy industry. 

One legacy of this period is the characteristic high 
energy requirement of industry (e.g. fertiliser manu­
facture). It was also typical of this time to give 
approval for huge projects, without ensuring the avail­
ability of funds for their maintenance. 

This industrial policy was reinforced by a drive for 
current account surpluses in the 1980s. Agriculture 
was deprived of resources and investment. Production 
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dropped steadily after 1986, but Romania remained 
a net agri-food exporter throughout most of the 
decade. This was achieved by cutting food imports­
they fell from 800 mio ECU in 1986 to 450 mio ECU 
in 1988 and 600 mio in 1989 - and domestic con­
sumption suffering. 

1.2 Political developments since 1989 

In the wake of the coup deposing Ceausescu, a 
National Salvation Front (NSF) was formed by a 
coalition of reformists and former officials, who con­
stituted a provisional government. The Front, with a 
message of stability, social benefits and gradual 
reform, secured 66% of the vote in the May 1990 
elections, defeating a disunited opposition. The NSF's 
candidate, Ion Iliescu, also won the presidential elec­
tion, with 85% of the votes. 

The political situation during the first years of the 
transition was unstable. In September 1991 the Prime 
Minister, Petre Roman, resigned and was replaced by 
Teodor Stolojan. 

Roman remained the Front's leader, but Iliescu found­
ed a new party, the Democratic National Salvation 
Front (DNSF)- now called the Party of Social Democ­
racy of Romania (PSDR) - which emerged from the 
September 1992 elections as the strongest party in the 
Parliament, with 28% of the votes. The Democratic 
Convention, a centre-right coalition with 20% of the 
votes, performed reasonably wen in many urban areas, 
but failed to make substantial inroads into the DNSF 
worker and peasant vote. Petre Roman's NSF (now the 
Democratic Party) took I 0%. Iliescu was later re­
elected with 48% in the first round and 61% in the 
second round of voting in the presidential election. 

A new government was finally formed in November 
1992 under Nicolae Vacariou, a former planner and 
not a PSDR member. The administration, made up of 
non-party technocrats as wen asPSDR members (and, 
after August 1994, of the Party ofRomanian Nation­
al Unity (PRNU) with 8% of the votes) also relied on 



(2) 

the parliamentary support of neo-communist and 
ultra-nationalist parties. 

Timid towards structural improvement, the govern­
ment also failed to pursue a sustainable public finance 
policy, which would have necessitated greater dereg­
ulation, privatisation and the withdrawal of subsidies. 
Taking advantage of the low external debt, it bor­
rowed heavily from a diversity of lenders and, when 
these became concerned about the slowness of 
reform, from international capital markets. 

Rapid growth in 1995 was followed by inflation, 
devaluation and industrial slowdown in 1996, mak­
ing a return to price and currency controls necessary. 
Reform measures put forward by the Vacariou admin­
istration under pressure from the IMF and the World 
Bank, in particular an ambitious mass privatisation 
programme for 4,000 companies, were ineffectively 
implemented. 

In November 1996, fresh elections brought to power 
a centre-right coalition headed by Mr Constantines­
cu, who was later elected President. Although the 
PSDR 's rural vote held up in 1996, its previously 
strong support in rural areas was weakened by the fail­
ure of farmers to benefit from a bumper harvest in 
1995, due to bad management by the Romcereal 
monopoly, and the inadequate support provided for 
crop failures the following year. 

The new coalition government is made up principal­
lyby: 

- the Democratic Convention (DC), whose main 
party is the National Peasant-Christian Democra­
tic Party (NP-CDP); 

- the Social Democratic Union (SDU), the most 
important component of which is Petre Roman's 
Democratic: Party (DP); 

- the Hungarian Democratic Union in Romania 
(HDUR), representing the ethnic Hungarian 
interest. 

The government's objective is to accelerate reform 
and establish the basis for long-term economic 
growth. 

In February 1997 Prime Minister Ciorbea, working 
in close cooperation with the IMF and the World 
Bank, announced a radical market-oriented reform 
which would involve the removal of most remaining 
price controls, a restrictive monetary and fiscal poli­
cy, and the liberalisation of the foreign exchange 
regime. 

Early membership of the EU and NATO were declared 
key policy objectives. However, Romania was exclud­
ed from the first round ofNATO enlargement and was 
not included in the first wave of applicant countries 
with which the EU would start accession negotiations. 

By the end of January 1998, Petre Roman's Democ­
ratic Party (DP) had withdrawn from the government, 
with the resignation of its five ministers. The politi­
cal crisis within the coalition eventually led to Cior­
bea also resigning, on 30 March, and being replaced 
by Radu Vasile. The DP has now rejoined the 
government. 

1.3 The Romanian economy 

After 4 years of decline, the Romanian economy reg­
istered growth in the years 1993 to 1996. Improve­
ments in agriculture and in processing industries 
linked to exports (clothes, furniture, metallurgy, tex­
tiles ... ) were mainly responsible. However, GDP in 
1996 was stil112% lower than in 1989 (Table 1). 

The 1997 reform package caused a negative GDP 
growth rate in real terms. The fall can be attributed 
mainly to a very sharp, double-figure drop in gross 
value added in the service sector (including con­
struction). Industrial gross value added declined by 

more than 8%, while agriculture grew by more than 
3% (Table 2). 
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It is likely that the decline in GDP will continue in 
1998, but growth should resume in 1999, provided 
that the reforms are accelerated. 

From 8.2% in 1992 the unemployment rate grew to 
9.5% in 1995, but fell to 6.3% at the end of 1996. 
At the end of 1997 it was back up to 8.1 %. In Decem­
ber 1995 more than half the total unemployed had 
been jobless for 12 months or more. Young people 
(under 30) represented 58% of the total; 55% of the 
total were women. 

The private sector's share in GDP has increased con­
tinuously since 1989, reaching 52% in 1996 and 58% 
in 1997. In 1996 GDP per capita was 1,237 ECU, or 
7% of the EU-15 average of 18,181 ECU. Expressed 
in PPS it was 24% of the EUR-15 average. 

Between 1990 and 1996 employment was cut by 
13.5% overall and in the same period employment in 
industry fell from 43% to nearly 30% of total employ­
ment. 
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Inflation continues to be a major cause for concern. 
The elimination of remaining subsidies in May 1993 
(including subsidies on electricity, but not some other 
energy prices, medicinal drugs, rents or public trans­
port), the introduction ofVAT, the continuing depre­
ciation of the Lei and large wage increases without a 
corresponding rise in productivity, provoked an accel-







eration that year. A lack of discipline within the State 
enterprises and remaining monopolies also served to 
fuel inflationary pressures. 

There was a substantial improvement in 1994, even 
though energy prices increased to world levels in the 
middle of the year. 1995 saw a further fall, to 32.3%, 
the result of a tight monetary policy, fiscal discipline 
and a limited depreciation of the currency. 

During 1996, three peaks occurred in the inflation 
rate: 

• May (5.3%), when the increase was mainly deter­
mined by the ending of consumer subsidies and 
was especially important for meat and meat prod­
ucts (16.5%), milk and dairy products (39.6%); 

• July (7 .5% ), due mainly to price increases in bread 
(46.3%), mill products (21.5%), fuel (31.9%), 
electricity, gas and central heating (39.4%), post 
and telecommunications (55.6%); 

• December (10.3%), due to the impact of season­
al factors and the devaluation of the national cur­
rency. There were price increases in: vegetables 
(23%), fresh fruits (22.3%), eggs (27.2%), citrus 
and other southern fruits (21.4%), alcoholic bev­
erages (38.7%), coffee and cacao (28.9%), sugar 
and sugar products (12.2%), footwear (15.6%), 
clothing (8.3%), domestic objects and furniture 
(10.9%). 

In 1997, the liberalisation of prices caused a dramat­
ic surge in inflation. Prices at the end of December 
were up by 151% on the previous year end. Food, fuel 
and services (railway transport, post and telecommu­
nications ... ) were mainly responsible. 

Forecasts point to inflation rates of 40-45% in 1998 
and 20% in 1999. 

In 1996 the public deficit (computed on a cash basis) 
was4.9% ofGDP. It was higher than in 1995 because 
State enterprises failed to pay fiscal and social secu­
rity obligations, and because of s~bsidises to State 
agriculture and energy-intensive industries. 

However, a large part of the expenditure was com­
mitted in 1996, to be paid by the new government after 
the elections. It is estimated that quasi-fiscal deficits 
(QFD) may add another 5 % to the cash deficit 
(OECD). Half of the QFD comes from subsidised 
credits directed by the government to the non-credit­
worthy agricultural State enterprises. These have lit­
tle prospect of being repaid. The other half is repre­
sented by the large losses incurred by the 
energy-intensive State enterprises and utilities, which 
at some point must be assumed by the budget. The 
total public sector deficit in 1996 can be estimated at 
10% ofGDP. 

Foreign debt is low in absolute terms but is rising fast. 
The medium and long term foreign debt grew from 
less than 1% ofGDP in 1990 to 15.2% in 1994 and 
23.6% in 1997. At the end of 1997, it had reached 
more than 8.2 billion dollars.Almost40% of this con­
sists of loans from the International Monetary Fund 
(IMF), the World Bank, the European Bank for 
Reconstruction and Development and the European 
Investment Bank. A similar amount is owed to inter­
national private banks and the rest is mainly debts in 
the context ofbilateral relations. The structure of the 
debt is: 58% public debt, 25% guaranteed public debt 
and 17% private commercial debt. Romania's short­
term net debt was 500 million dollars at the end of 
1997. 

Romania's legislative and institutional framework for 
direct investment was created by the Law on Foreign 
Investment (N° 35/1991 ). At 2.8 billion US$, the For­
eign Direct Investment (FDI) which benefited Roma­
nia in the period 1990-97 was much lower than in the 
other CEFTA countries. 52% of the capital came from 
the EU and was invested in 3 5% of the companies 
concerned by FDI. Registered companies with foreign 
capital number 53,183. 

At the end of 1997 the Government changed the for­
eign investment legislation, to reduce procedural 
bureaucracy and to adapt tax benefits to stimulate 
investment (Table 3). 
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How important has FDI been to the agri-food indus­
try? The table above shows that over the whole 6-year 
period about 2-3% of the total FDI was invested in 
agriculture (defined as primary production and 
mechanical services) and 14-15% in the food indus­
try. Considering that agriculture has a 20% and the 
food industry a 14% share in GDP, these figures are 
rather low. The slow pace of privatisation and dereg­
ulation in the agri-food sector were the chief factors 
that held back FDI. 

In agriculture, almost all FDI was registered in the 
mechanical services sub-sector. By July 1997, 14 
companies with foreign investment exceeding 0.5 mil­
lion US$ were registered in agriculture, and 7 of these 
were providers of mechanical services. Uncertainties 
surrounding the ownership of the land administered 
by the State crop-producing farms led to their with­
drawal from the privatisation process, and blocked 
FDI. The impetus given to the privatisation of the 
State livestock farms in 1997 is necessary to increase 
FDI in agriculture. 

By July 1997, 72 companies in the food industry were 
registered as having more than 0.5 million US$ sub­
scribed foreign capital. The major sub-branches that 
attracted FDI were breweries and soft drinks. 
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1.4.1 Trade policy and trade agreemenls 

During the 1980s a debt repayment policy was imple­
mented by severely cutting imports and promoting 
exports. The population suffered a serious fall in liv­
ing standards and agriculture was prevented from 
using imported inputs. By 1989, the external debt had 
been completely reimbursed but at the expense of 
investment and consumption. 

Romania signed an EU Association Agreement in 
February 1993,joined the Council ofEurope, received 
Most Favoured Nation (MFN) Status from the USA 
in October 1993 and was the first country to sign a 
Partnership for Peace Agreement with NATO in Jan­
uary 1994. 

In July 1997 Romania became a member of the Cen­
tral European Free Trade Agreement (CEFTA). 

1.4.2 Trade balance 

Total exports in 1996, expressed in ECU, amounted 
to 67% of the 1989 figure. Imports, on the other hand, 
were 8.5% higher than in 1989. The trade balance, 
which was positive in 1989, has been in deficit since 
then, amounting to 9.4% ofGDP in 1996. 



In 1990 and 1991 an embargo was imposed on food 
exports (Table 4). 

Since 1989, the following events have had an adverse 
effect on Romanian exports: 

the collapse of the CMEA markets in general, and 
of the fonner Soviet Union market in particular; 
the reunification of Germany. The German Demo­
cratic Republic (GDR) was a traditional market 
for Romanian exports; 

- the international embargo against Iraq, another 
traditional Romanian trade partner; 

- the tightening of UN trade and transit sanctions 
against Serbia, which had been a major trading 
partner of Romania; 

- low compliance with quality standards; 
- weakened demand on West European markets; 
- a decline in local production for export, caused 

by the overall problems of the economic transi­
tion; 

- the over-valuation of the Lei during the first years 
of transition. 

The main products exported in 1996 were textiles and 
textile products (21% ), metal goods (16% ), machines, 
electrical equipment, vehicles ( 14% ), chemical prod­
ucts, rubber and plastics (II%). 

Main imports in 1996 were mineral products (24%), 
machines, machinery and electrical equipment (21% ), 
textiles and textile products (12%), and chemical 
products (9% ). 

The value of the exports carried out by private agents 
in 1996 represented 51% of the total. Imports by pri­
vate agents amounted to 48% of the total value. 

Outward processing is very important to the clothing 
and textiles industries. 
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1.4.3 Trade by region 

Romania has trade relations with countries through­
out the world, but its main trading partners are in 
Europe. 

The EU was already important to Romania before 
1989, as a general and agricultural trading partner. In 
the 1980s, the EU took 20-30% of Romania's total 
exports, but accounted for only 10-20% of all Roman­
ian imports. After 1989, the EU became Romania's 
main trading partner (Table 5). 
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In 1996, the main destinations for Romanian exports 
were Germany ( 17.9% ), Italy (16.6%) and, far behind, 
France (5.5%), Turkey(S.O%), the Netherlands(4.2%) 
and China (3.0%). In the same year, Romanian 
imports came mainly from Gennany (17.1 %), Italy 
(15.6%), Russia (12.6%) and, far behind, France 
(5.0%), USA (3.8%) and Egypt (3.8%). 
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1.4.4 Trade with the EU and the EU 
Association Agreement 

The trade balance between Romania and the European 
Union is in the EU's favour, although Romania has 
benefited from the Generalised System of Prefer­
ences (GSP) in its relationship with the EU since 
197 5. A specific trade Agreement with the EU was 
signed on 1 February 1993; the Interim Agreement 
entered in force in May 1993 and the Association 
Agreement came into full effect in February 1995. 
Since that date, trade between Romania and the EU 
has been liberalised, with steel and agricultural prod­
ucts representing special cases. For agriculture the 
most important provisions are import quotas, with 
reduced levies and preferential tariff rates. 

In general, EU concessions were based on trade in the 
previous 3 years. In the case of Romania, the two 
sides agreed that 1990 and 1991 were not significant, 
in view of the embargo on food exports during those 
years, so 1987-1989 was taken as the basis. These 
years were not very representative of Romanian 
export capabilities, because trade was highly distort­
ed by internal policies (Table 6). 

%totll Net 
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29 -11 
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48 -388 
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The real impact of the Agreement must not be exag­
gerated. On the one hand, the preferential quotas given 
to Romania have not been fully taken up; on the other, 
the global process of liberalisation, the substantial 
over-valuation of the Lei and the limited availability 
of foreign currency have been more relevant than the 

step towards membership of an enlarged EU. This is 
a major political and economic goal. 

1.5 Privatisation 

In July 1990 the Romanian Parliament adopted Law 
15/1990, which provided for the transformation of all 
State-owned enterprises into either joint-stock or lim­
ited companies, called "commercial companies" 
(CC), or "regie autonome", which would remain under 
State control. 

To carry out the privatisation programme, the Law 
stipulated the creation of two independent "Funds": 

• The State Ownership Fund (SOF), holding 70% 
ofthe total shares of more than 6,300 CCs.A pub­
lic institution under Parliamentary control, its 
original objective was to privatise between I 0-
15% of its portfolio each year, so that it could dis­
appear in about 7 years; 

• Five Private Ownership Funds (POF), holding 
30% of the shares of the CCs allocated to them. 
The shareholders of the POF are the 15.54 mil­
lion Romanian citizens, who each received a 
booklet with 5 Certificates of Ownership, one for 
each PO F. The distribution process was complet­
ed by the end of 1992. 

In addition, a National Agency for Privatisation 
(NAP) was created, to be the government body 
responsible for the co-ordination, guidance and con­
trol of the privatisation process. As privatisation has 
progressed, the NAP appears to have lost power, and 
the SOF has become the dominant agency. 

By March 1995 863 CCs had been sold, most of them 
purchased by management buy-outs or employee 
groups. "Small" privatised enterprises have on aver­
age 167 employees; by West European standards they 
would not be considered as "small enterprises". 

Agreement. Nevertheless, it is seen as an important In March 1995, the Romanian Chamber of Deputies 
passed a Mass Privatisation Programme (MPP) and 
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the country's first post-communist Bankruptcy Law. 
These formed part of a "package" of regulations 
required by the IMF in return for granting loans to 
Romania. 

The MPP was to sell off about 3,000 CCs, around half 
of those earmarked for privatisation. 60% of the 
shares (in exceptional cases, the figure could even 
reach 80%) would be offered free to citizens on the 
basis of individual options, in exchange for the old 
property voucher booklets. Each Romanian citizen 
aged 18 or over (as at the end of 1995) would receive, 
in the 60 days after the Law came into effect, a nom­
inative coupon. Citizens who had become sharehold­
ers previously, in CCs that had already been privatised, 
did not receive this document. 

The remaining 40% would be sold to Romanian or 
foreign companies and individuals through bids. If no 
applicants were registered, the shares that were left 
would remain the property of the State Ownership 
Fund. 

Critics of the Programme argued that it would result 
in too wide a dispersal of ownership. IMF and World 
Bank officials welcomed it, but said that it was too 
complicated and too difficult to implement. 

After Law 55/1995 came into effect, the privatisation 
process was accelerated, mainly through public auc­
tions, organised throughout the country. 

In the first part of 1997, privatisation of the com­
mercial companies whose main shareholder was the 
State was speeded up by changes in the legal frame­
work, and the renewed commitment of the govern­
ment. However, legal and political uncertainty in the 
second half of 1997 and in early 1998led to a marked 
slow-down in privatisation, drawing criticism from the 
international financial institutions. 

The framework allows for several methods to be used: 
public offers for selling or buying, buying of the 
shares by the employees of the company to be priva­
tised, purchase of the shares by associations of 

employees and managers, selling by direct negotia­
tion, emission of convertible bonds, conversion of 
debts into shares, leasing. 

The privatisation of pig and poultry farms and other 
commercial companies was accelerated by selling 
through auction or negotiation the shares and assets 
owned by the State Property Fund. Part of the land 
owned by these commercial companies will be 
restored to its former owners or their heirs. 

Sixteen commercial companies, active in different 
fields, and all making heavy losses, have been ear­
marked for privatisation and a process of reorganisa­
tion started. This will result either in their being pri­
vatised or closed down. 

Between the start ofthe privatisation process in Decem­
ber 1992 and the end of 1996, 2,842 companies were 
privatised, representing nearly 860 000 employees and 
a capital sold of nearly 4,150 billion Lei. Three-quar­
ters were "small" companies. 209 of the companies 
were agricultural, with 27 000 employees and a capital 
sold of 140 billion Lei (Tables 7 & 8). 
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It should be emphasised that the precise meaning of 
a "privatised" enterprise is unclear, because statistics 
tell nothing about ownership and management con­
figurations. Many, ifnotmost, ofthose listed as "pri­
vatised" remained under the control of the privatisa­
tion agencies, had various insider and bank holdings, 
and other devices which prevented the emergence of 
truly independent management and ownership. The 
existence of these informal arrangements, as well as 
the lack of transparency in the procedures for foreign 
investments, has deterred potential investment. Pri­
vatisation and foreign direct investment were also dis­
couraged by price regulation and intervention, dis­
bursement of credits and subsidies, and insecurity in 
the land laws and local regulations. 
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In 1996, transfers to agriculture from the public sec­
tor represented 4% of Romania's GDP. Of this total, 
about half were direct budget transfers (mainly explic­
it interest subsidies and premia). Quasi-fiscal trans­
fers, carried out primarily through directed credits 
issued by the NBR and channelled through Banca 
Agricola to state agricultural enterprises, amounted 
to a further 2% of GDP. The expansion of directed 
credit was a particularly negative development, which 
undermined monetary policy and contributed signif­
icantly to inflation. 

On the other hand, agriculture suffered the negative 
impact of an overvalued Lei and inflation. The over­
valued Lei reduced the availability of foreign 
exchange for importing necessary agricultural inputs 
and was an obstacle to agricultural exports. Inflation 
led to extremely high lending rates, which impeded 
seasonal and longer-term investment. 
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2.1.2 Structure of agricultural output 
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99.6 

100.1 
95.9 

1.8 
1.9 
1.7 

59.8 
40.2 

Gross Agricultural Output (GAO) was stable during 
the '90s, except for 1992, when there was a -13% 
fall. 

The share of crops in GAO increased from 54 % in 
1989 to 60 % in 1996, due to a substantial decline in 
the livestock population {Table 11). 









Under Law 169 of 1997, a family may not own more tion managers having better access than family farm-
than 200 ha of agricultural land. This doubles the ers to public information and administration. 
limit of 100 ha laid down by Law 18 of 1991. 

Law 54 of 1998, promulgated by the President and 
published in the Official Journal in March 19982

, 

allows agricultural land to be sold. A family may pur­
chase up to 200 ha, but aliens, legal and natural per­
sons are not allowed to buy land. Pre-emption rights 
apply for co-owners, neighbours and tenants, who 
must declare their right to the local town hall within 
45 days of the publication ofthe sale offer. The owner, 
however, has the right to sell the land for the best 
price, irrespective of pre-emption rights; 

Amendments to Law 16 of 1996 on land leasing,· 
embodied in the recently published Law 65 of 1998, 
aim to further improve leasing arrangements. The 
minimum length of contract is no longer stipulated, 
but the lessee is required to have a formal training in 
agriculture. Aliens, legal and natural persons are 
excluded from leasing land. The most controversial 
aspect of the draft Law, concerning sub-leasing, was 
rejected by Parliament. The Law also provides for the 
contract to be terminated in the event of death, or for 
it to be ceded to the lessee's successor, in the event of 
retirement. 

About 70% of farmers have a definitive "Titlu de 
Propietate". The rest still have only a "temporary prop­
erty certificate" which is generally not accepted as 
security. As many farmers are not eligible for loans 
because their assets are insufficient, the absence of a 
cadaster makes matters still worse. 

At present there is no policy explicitly directed at mit­
igating the effects of fragmentation. The only incen­
tives were provided under Law 18/1991, which gave 
priority to newly-created associations in the alloca­
tion ofthe assets owned by the former co-operatives. 
The priority apparently given to associations in the 
granting of subsidies was more the result of associa-

' The Law enters into force three months after publication in the OJ. 

In reality, the structure of production is less frag­
mented than the structure of ownership. As an active 
rental market exists, farmer associations (and to some 
extent family associations and commercial companies 
too) are larger than the maximum allowed by the 
legal limit on individual land ownership. 

The poor state oflocal roads, together with the dearth 
of a marketing infrastructure, give a de facto com­
petitive advantage to the former State farms and col­
lective farm units, most of which are better located 
than the new individual farms. However, problems of 
mismanagement or, allegedly, corruption have 
plagued commercial companies still owned by the 
State. 

2.4 Agricultural production and 
consumption 

Between 62% and 70% of Romania's arable area is 
planted to cereals, especially wheat and maize. Sta­
tistics to 1997/98 show that these crops have increased 
their share, to the detriment of industrial crops, dry 
pulses, potatoes and vegetables. 

Fodder crops and permanent pasture increased in 
importance in the first years of privatisation. Under 
the Land Reform Law, private farmers could lose their 
right to it if they failed to cultivate their land. The 
response of some farmers, in the first years of transi­
tion, was to place their new farms under crops which 
needed minimum cultivation and management 
(Table 15). 
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2.4.1 Arable Crops 

-Cereals 

Covering 6 mio ha or about 68% of the total arable 
land, cereals are by far the most important of Roma­
nia's crops. Between 40% and 60% of the cereals area 
is maize, wheat between 25% and 40% and the rest 
mainly barley. The area under maize increased by 
23% between 1990 and 1997, reaching more than 
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3 mio ha and 3.3 mio ha in 1998 (first estimates). 
Since 1995 barley areas seem to be decreasing slight­
ly, compared with their importance in the early '90s. 
Both feed and food maize plantings are of the low 
yield, traditional varieties which are attractive to farm­
ers because no seeds need to be purchased. Maize has 
the further advantage that it can be harvested manu­
ally, unlike wheat; it is also easier than wheat to store 
on-farm (Table 16). 













Romania is a net exporter of wine. Imports are main­
ly ofbulk wine coming from Argentina, while exports 
are primarily to Germany, the U.S.A. and the United 
Kingdom. 

Total grape production varies between 850,000 t and 
1,400,000 t per year (table 24). 

2.4.3 Livestock 

Since privatisation and the break-up of the co-opera­
tive sector, organised animal production is split 
between 3 types ofholding: 

- commercial companies with a preponderance of 
state capital, mainly industrial complexes for pig 
breeding, holding about 42% of the pig herd and 
37% of the poultry population. This type of hold­
ing will also be privatised as part of the reform 
process. 

- commercial companies with private capital, which 
have greatly reduced their livestock and at present 
own only a small percentage of the total herd. 

- millions of individual private households, which 
have few technical facilities for developing ani-

- for many important units (former co-operatives), 
the loss of part of their agricultural area follow­
ing land privatisation; 

- a decrease in pig and poultry stocks due to diffi­
culties in feedstuff supplies, mainly proteins and 
additives; 

- Jack of profitability in livestock production, linked 
to the rising price of energy and fuel, fodder and 
labour (Table 25). 

Privatisation has increased the demand for horses, 
mainly as a traction force for transport purposes, but 
also for carrying out agricultural work. 

Romania was traditionally an important exporter of 
Jive animals and of food products. Exports of animal 
products peaked between 1980 and 1987. The large 
volume of exports was not based on marketing the sur­
plus that remained after satisfying domestic demand, 
but was one of the means the old government used to 
repay external debts. A ban on food exports was put 
in place in 1990 to satisfy public demand. Since the 
ban was lifted, trade is slowly becoming more bal-
anced. 

mal breeding according to modern technologies, - Milk 
but at the end of 1997 owned 92% of the total cat-
tie herd, 59% of all pigs and 95% of the total Milk production is obtained from cows, buffalo cows, 
sheep and goat herds. Most are subsistence level sheep and goats. 
units that produce mainly for own consumption. 

In contrast to the crop sector, where areas remained 
relatively stable or increased, the livestock sector 
experienced a substantial fall in herd sizes, which 
now seems to have slowed down but not stopped. The 
principal reasons for the decline were: 

- the dissolution ofthe co-operatives and the unsuit­
ability (or destruction) of their buildings or instal­
lations; 

- the inefficiency of the remaining industrial com­
plexes; 

- the severe financial difficulties ofthe commercial 
companies; 
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Sheep and goat milk production is at nearly 5 million 
tonnes. Cow and buffalo cow milk has been increas­
ing for the last few years, despite the stability of the 
herd. This indicates a strong increase in the yield per 
cow. 

The table below shows the evolution of cow and buf­
falo cow milk production since 1990. Calves' milk 
consumption (about 0.825 million t.) is not included 
in the production figures (Table 26). 

Per capita milk disappearance has increased contin­
uously since 1990. A net trade import that reached a 
peak of 67 000 t in 1993, and which at its lowest was 
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-Poultry 

Poultry production and consumption are also lower 
now than in 1989. But as breeding is not difficult, pri­
vate ownership (72% of the total) has started to grow 
rapidly, compensating to some extent the decline in 
commercial company flocks: Per capita consumption 
and production reached a turning point in 1995. (See 
inAnnexl map on regional breakdown of total poul­
try meat production) (Table 29). 

- Sheep and goat meat 

Sheep and goat meat production, mainly in the pri­
vate sector (91% in 1994) was relatively stable up till 
1993. In 1994 an apparent decline in both production 
and consumption started. Production is mainly for 
own-consumption or sold at Easter, when market 
prices are relatively high (Table 30). 
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-Total meat 

In 1997 total meat production was 300 000 t lower 
than the 1989-1991 average. Since 1990 per capita 
consumption has gradually decreased by 25%, to 
54.5kglhead, far below the EU average (90 kg/head) 
and even Greece, which has the lowest per capita con­
sumption in the region (76.6 kg/head). Since 1989, 
Romania has remained nearly self-sufficient in meat 
(Table 31). 

2.4.4 Forests and wood 

According to 1992 figures, 28% ofRomania is wood­
ed. Of these 6.7 million ha, 60% are in the Carpathi­
an mountains and 30% in the foothills. The compo­
sition of the forests is varied, with 31% coniferous and 
69% broad-leaved trees. Their general condition is 
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bandry and the profitability of private forestry enter- 2.5 Agricultural Trade 
prises very precarious. 

The current Forestry Code has been in force since 
1962. Romania's Senate is debating a new one, which 
takes privately-owned forest areas into account. 
Responsibility for their management and protection 
will reside with their owners. In exchange the Nation­
al Forest Corporation, which manages the public 
forests (i.e. more than 95% of all wooded areas) will 
have the obligation to guard against illegal cutting, 
abusive clearing, theft, poaching and to protect them 
against fire and pollution. 

In recent times, Romania has been one of the world's 
leading exporters of wooden furniture and, despite the 
decline in wood production, since 1989 this has con­
tinued to be one ofRomania's most important exports. 

The liberalisation as from 1 January 1998 of the 
export regime. for wood, coupled with the liberalisa­
tion in November 1997 ofthe domestic price ofwood 
for cutting, is reported to have led to a two- to three­
fold increase in the price of the wood used by the fur­
niture industry. This, has provoked a protest campaign 
in the media by the interest groups affected. They 
claim that by triggering a 30% increase in the price 
of domestic furniture, it would become uncompetitive 
on the international market. Up till now the industry 
has exported 70% of its output, generating an annu­
al revenue of 500 million US$. 

36 c CEC Reports - Romania 

2.5.1 Agricultural Trade Balance 

Throughout the second half of the nineteenth centu­
ry and the inter-war years, grain exports dominated 
the Romanian economy. At the outbreak of the First 
World War, Romania was the world's fourth largest 
cereals exporter and the fifth largest exporter of 
wheat. The country's heavy dependence on grain 
exports made it particularly vulnerable when agri­
cultural trade collapsed during the Depression, when 
agricultuqtl protection subsequently increased intra­
ditional markets and intense competition arose from 
the United States, Canada and Australia. A radical 
land reform in 1918led to a major switch from wheat 
to maize. 

Agricultural trade continued to have an important role 
after the Second World War. The main changes were 
an increase of trade with the Soviet Union and a reduc­
tion in the importance of cereals. 

The 1989 revolution caused a dramatic change in the 
agricultural trade balance. The government adopted 
export bans and export quotas for agricultural prod­
ucts and increased food imports to limit the decline 
in living standards, particularly of the urban popula­
tion. 

In I 996, agricultural trade accounted for 8% of 
Romania's total trade and4% of the total trade deficit 
(Table 33). 

The increase in exports between 1993 and I 996 was 
largely due to cereals, which leapt from 3.2 to 256 mio 
ECU. While exports of foodstuffs, beverages and 
tobacco also increased substantially so too did 
imports, which rose from 341 to 477 mio ECU. The 
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benefits). The farming population is not young: in 
2.6 Rural society in Romania two-thirds of the households the average age of the 

adults is over 50, and in one-third over 65. Production, 
Maps illustrating various aspects of the rural econo- demographic and employment patterns impact on the 
my are given in Annex I. income structure of the rural household. The income 

The death rate is much higher in rural than in urban 
areas ofRomania. The different age structure -15.4% 
of the rural population is over 65 compared with only 
8% in urban areas - is one reason, but labour condi­
tions, education levels and access to health care are 
also important factors. In 1993, almost 90% ofbeds 
were in urban hospitals and only 21.5% of Romania's 
doctors practised in rural areas (Table 36). 

The basis of the rural economy is agriculture and 
there is virtually no other economic activity. This lack 
of diversification is detrimental to the rural economy 
and to society as a whole and impairs the sound devel­
opment of the agricultural sector: there is a strong 
incentive for young and educated people to migrate 
from rural areas when the opportunity arises. 

Romanian rural households fall into two groups. The 
largest group works solely in agriculture: 70% are in 
this situation. The remaining 30% have agriculture as 
their main occupation, but at least one adult in the 
household has either a second job (in trade, transport 
or a craft) or is not active (usually receiving pension 
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represented by own-consumption makes up 55% of the 
total. Money income is mainly from the sale of agri­
cultural produce ( 40% ), the remainder from wages, 
entrepreneurial activities and social benefits. 

Rural-urban migration has been highly selective. The 
watershed has traditionally been entry into secondary 
education, as rural areas are also disadvantaged in this 
respect. Those who manage to pass secondary edu­
cation entrance exams typically move to and remain 
in urban areas. Staying in the village has often been 
the consequence of a failure to advance beyond pri­
mary education. 

Since 1991, however, there has been a moderate 
increase in the rate of migration from town to coun­
try, accompanied by a reduction in the flow the other 
way. There is a big difference, however, between the 
percentage rates of these migratory trends (Table 37). 

The current employment situation is forcing the agri­
cultural sector to assume the role of buffer, which is 
resulting in widespread and increasing (hidden) 
under-employment. The increase in the supply of rural 



(4) 

labour shows large regional variations, with peri­
urban areas being the most affected. As this is unlike­
ly to be a temporary phenomenon, it must be given 
due weight in the formulation of any strategy for the 
development of agriculture. 

Clearly, in the 5,000-7,000 villages earmarked to be 
phased out under Ceausescu's regime, all new invest­
ments (public and private) were prohibited and pub­
lic services reduced to virtually nothing. As a conse­
quence, these villages often suffered heavy 
depopulation, even though few were actually physi­
cally destroyed. 

The privatisation of agriculture and the overall tran­

sition of the economy towards a market economy is 
influencing rmal comnumities according to their char­
acteristics: 

- the peri-urban communities, which are the most 
affected by declining industrial incomes. Their 
permanent population is not increasing, but there 
is a rise in the population of weekend farmers 
returning from nearby cities to maintain inherit­
ed plots, and the newly unemployed, seeking an 
income base in private agriculture. 

- the formerly collectivised agricultural communi­
ties, whose participation in industrial wage labour 
is limited, and which have experienced a general 
rise in living standards and agriculture-based 
incomes. These communities are the most likely 
for the development of agricultural associations. 

- the non-collectivised hill communities, which 
have long been engaged in private production. 
Their distinct advantages include fewer tensions 
associated with land restitution, longer experi­
ence of small-scale agricultural production and 
more complete and widespread inventories of 
agricultural implements. 

T••l• 37: l•t••l•ler•tory flows 

Total Urban Urban Raral 
tonral toarban toariJu 

1992 100 24.5 13.7 39.2 
1993 100 25.4 14.6 35.0 
1994 100 18.4 25.6 30.5 
1995 100 20.8 26.1 25.1 

2.7 Agriculture and the Environment 

In Romania, environmental protection remains low on 
the political agenda. Pollution is severe but localised: 
in 1990 there were about 14 areas of severe local pol­
lution and environmental degradation. Typically, these 
are the areas in which major industry is located. In 
the North West, Baia Mare is the most notorious, with 
emissions and waste from copper and lead smelting. 
At Zlatna, the pollution is caused by aluminium 
smelters and at Ploiesti and Pitesti, by refining and 
petro-chemical complexes. 

-Air 

The principal pollutants are so2, particulate, NOX 
and carbon monoxide, with unacceptable emissions 
of such toxins as chlorine, lead, phenols, ammonia and 
benzene. 

In 1990, the principal emitters were: 

- Energy sources and power: 1.3 mio t S02 (85% 
of the total so2 emissions), 0.35 mio t NOX (40% 
of the total NOx emissions), 0.24 mio t particu­
late matter (36% of the total); 

- Steelworks: 67,000 t so2 (5%), 44,000 t NOX 
(5%), 75,000 t particulate matter (11 %), and 
464,000 t lead (93% ); 

- Manufacturing: 10,000 t so2 (1%), 44,000 t NOX 
(5%), 36,000tparticulate matter(5%)and 10,000 
t lead (2%); 

- Refineries and petro-chemicals: 69,000 t S02 

(5%), 9,000 t NOx (1 %), 12,000 tparticulate mat­
ter (2%), 21,000 lead (4%); 

- Cement, transport and others. 
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The environmental protection agencies, at the level of 
each county (judet), periodically measure the con­
centration in the air of polluted substances in 73 local­
ities. Concentrations over the maximum acceptable 
standards have been detected mainly in industrial 
areas. 

-Water 

Water pollution in Romania is a serious problem. 
Romanian rivers are being polluted by wastewater 
discharge estimated at about I 0 bio m3 per year. Of 
this quantity, only I 0% is adequately treated, 60% is 
partially treated and 30% is discharged without any 
treatment. The quality of inland waters and the Black 
Sea shore is under supervision along 21.400 km. 

Measurements carried out in 1995 showed that, 
according to Romanian quality standards\ more than 
halfthe rivers fell into category I, i.e. suitable for sup­
plying drinking water. 22% of waters, however, were 
found to require a high degree of treatment or were 
even unfit for most uses. 

Amongst the rivers, the Ialomita River was category 
IV for 52% of its length, the Olt 43% and the Siret 
31%. The Prahova and its tributaries had at least 37 
significant sources of pollution in its basin, mainly 
industrial waste, agricultural run-off, animal waste 
and municipal waste water. Extreme water pollution 
was generally found to be a local phenomenon, con­
centrated in stretches of river downstream from indus­
tries and larger municipalities. 

About46.8% of the population depends for its drink­
ing water on ground water, which is more and more 
threatened by pollution. In some areas, it is heavily 
polluted by nitrates, pesticides, heavy metals and other 
toxic substances. 

Almost 7 mio t of polluting substances are discharged 
into the country's rivers annually, representing an 

effective and potential risk to crops and causing soil 
pollution over large areas, since much of the 3.1 mio 
ha of irrigated land draws water from these rivers. 
It is known that for about 200,000 ha of this land, the 
quality of the water source was unsuitable. 

The problem of high nitrate concentrations is partic­
ularly serious in irrigated areas along the Danube 
River (Mehendinti, Dolj, Calarasi, Constanta, Tulcea) 
and in Botosani Judet. Extreme concentrations reach­
ing 1,500 mg/1 (maximum acceptable standard: 
45 mg/1} were detected in Cernica. The main sources 
of this nitrate pollution were agricultural run-off and 
livestock waste. 

The 1995 report gives an indication of the entirety of 
the environmental problems affecting rural and agri­
cultural areas: 

- frequent drought on 3.9 mio ha, 
- periodical excess of water in soil on 0.9 mio ha, 
- soil erosion due to water on 4.1 mio ha, 
- landslides on 0. 7 mio ha, 
- soil erosion due to wind on 0.4 mio ha, 
- salinization on 0.6 mio ha, 
- soil compaction due to inappropriate working on 

6.5 mio ha, 
- soil compaction due to natural causes on 2.1 mio 

ha, 
- crusting on 2.3 mio ha, 
- low and very low humus content on 5.3 mio ha, 
- serious acidity on 2.4 mio ha, 
- low and very low content of available phospho-

rus on 4.4 mio ha, 
- low and very low content of nitrogen on 3.3 mio 

ha, 
- chemical pollution due to different socio-eco­

nomic activities on 0.9 mio ha, 
- oil pollution and salt water on 0.05 mio ha. 

• Category 1: suitable for drinking water supply with minor treatment; category II: requiring some treatment and mainly used by industry; category III: requiring 
a high degree of treatment; category IV: unfit for human consumption and most uses. 
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- Natural areas 

Romania is rich in beautiful landscapes and biodi­
versity. Initial steps have been taken towards pre­
serving these, and protected areas now represent 4.8% 
t'fRomania's territory. These include: 

• three biosphere Reserves (of which the Danube 
Delta is by far the largest and best known) with 
an area of 591 200 ha 

• 12 National Parks: 396 800 ha 
• 44 Scientific Reserves: 95 900 ha 
• 382 Reserves for preserving nature 
• 135 natural monuments. 

Natural aquatic systems in Romania are endangered 
by a combination of pollution and over-fishing. 

2.8 Up- and downstream industries 

2.8.1 The "integrators" and •agromecs" 

Until September 1997, the input distribution system 
was similar to that which existed before 1989. To ben­
efit from subsidies, producers had to sign contracts 
with the "economic agents qualified by the State" 
("integrators") mainly Romcereal and Semrom. In 
1995, these bought about 82% of all domestically­
marketed wheat. In return, farmers had access to sub­
sidised credits for inputs and mechanisation services. 

Integrators collected information about demand and 
passed it on to the factories and supplying companies. 
The Ministry for Agriculture (MAF) participated 
actively in fixing maximum prices for inputs. Inte­
grators were also credit intermediaries and distribu­
tion agents. Their role as an additional source of cred­
it during emergency periods was positive. 

It was realised, however, that their presence was an 
obstacle to the development of an input distribution 
system in the private sector and that they strengthened 
the competitive advantage of commercial companies 
and former collective farms. 

In 1995/96, Romcereal was split into 44 commercial 
companies and one National Agency for Agricultur­
al Products (ANPA). This agency kept the role of 
Romcereal, with one third of the stocking capacity 
(3.5 mio t}, the remaining two-thirds (6.9 mio t) being 
given to the 44 companies. The World Bank urged the 
government to split the ANPA into 29 companies 
(called Comcereal), and this was done by May 1997. 
These companies are to be privatised by mid 1998. 
The World Bank advised that an inter-professional 
organisation be set up, composed of farmers, storage 
companies and users. 

Secondary integrators supplied inputs and services 
through their linkage with a primary integrator. 

Agromecs supply mechanisation services to farmers, 
mainly as sub-contractors to Romcereal and to Rom­
cereal's clients. They also used to act as distributors 
of seeds, fertilisers and fuel to farmers who request­
ed it. Some Agromecs also became dealers in tractors 
and farm machinery. Mechanisation seems to be the 
least affected of all production inputs, although the 
unit costs of machinery services and fuels have 
increased much more rapidly than all other input 
prices since 1989. 

Almost all Agromecs were put on the list of the State 
Ownership Fund (SOF) for privatisation. In February 
1995 only 86 had been privatised, in effect "sold" to 
managers and workers with highly subsidised cred­
its. These Agromecs are allowed to lease land. Most 
were split into smaller units in order to speed up the 
privatisation process. At the end of 1996 there were 
335 privately-owned and 1158 State-owned 
Agromecs. It is expected that they will all have been 
privati sed by mid-1998. 

In some regions, a private segment has recently 
emerged in the market, selling services (mostly 
involving small machinery) at discounts that can reach 
10 or 20% of the Agromecs' fees. In other regions, 
competition is avoided by a price agreement between 
the Agromecs and the commercial companies. 
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The seed trade was a State monopoly managed by two 
companies, Semrom and Unisem, which now have to 
be privatised. Foreign companies are already active 
in this market. 

2.8.2 Machinery 

Romania used to have a large domestic capacity for 
manufacturing nearly all its farm machinery, which 
it also exported. One large tractor plant at Brasov pro­
duces 95% of the nation's tractors. A factory in 
Bucharest produces all Romania's combine-har­
vesters. In addition to 2 other small tractor plants, 
there are 30 machinery enterprises and a number of 
small companies. Each specialises in manufacturing 
a narrow range of implements, machinery and live­
stock equipment. 

Present constraints on the agricultural machinery 
industry are causing problems related to the quantity 
and quality of the machines produced. 90 % of the 
tractors produced were 65 Horse Power or more, 
which made them unsuitable for the newly created 
small and medium farms, and domestically produced 
combine harvesters are said to require some 100% of 
their initial purchase price to be spent on spares and 
repairs within 3 years. 

Since the mid-1980s, the plants have suffered from a 
lack of investment in new machine tools and process­
es. This was due largely to continual government 
manipulation of selling prices, to a level below the 
cost of production. Problems were also heightened by 
a chronic lack of foreign exchange for the import of 

special steels, alloys and specialised components, sea­
sonal energy shortages, excessive vertical integration 
resulting in large inefficient factories, and large out­
standing debts. 

Between 1993 and 1997, sales of agricultural 
machines and tools fell from 45,000 to 15,000. 
In 1997, the number of machines which normally 
should have been acquired was about 20,000 tractors, 
150 combines, 2000 ploughs and 3000 sowing 
machines. The agricultural machines and tools now 
in use are old: out of the 162,000 tractors 87,500 are 
more than eight years old. 

2.8.3 Fertilisers 

Fertiliser consumption has declined dramatically 
since 1989. The main users of chemical fertilisers at 
that time were agricultural co-operatives ( 63%) and 
state farms (25%). Following the break-up of the agri­
cultural co-operatives, consumption fell by more than 
half. The private sector did not use chemical fertilis­
ers, due to their cost, but they represent the main users 
of organic fertilisers, with a market share of 80%, 
mainly for vegetable production (Table 38). 

Commercial companies and farmers associations, 
which normally have contracts with integrators, have 
been able to maintain a certain level of input con­
sumption. The average commercial company's fer­
tiliser use only fell to about 70% of historical levels, 
whereas total consumption in 1996 represented only 
38% of the 1989 figure. 

Table 31: Co•s••ptle• of fertilizers ( 1 OOOt, actiwe s1ltsta•ce) 

1989 1990 1991 1991 1993 1994 1995 1996 
Total Chemical 
Fertilizers 1159 1103 464 422 538 479 470 435 
Nitrogen 666 656 215 258 346 313 306 268 
Phosphates 329 313 145 133 165 149 149 153 
Potash 164 134 44 31 27 17 IS 14 
Manure 41603 24791 16910 15792 17125 16945 17423 
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Romania has a large fertiliser industry, built up main­
ly during the 1960s and 1970s to serve both domes­
tic and export markets.lt is characterised by old tech­
nology, high energy consumption and, in the case of 
sulphuric and nitric acid production, by serious pol­
lution levels. 

Total production capacity is over 10 mio t of product, 
but from 1985 to 1988 actual production averaged 
3.3 mio t per year of nutrient, equivalent to some 
8.2 mio t of product. Production fell to 2,8 mio t in 
1989 and 1,2 mio tin 1994 (equivalent to 3.0 mio t 
of product). 

By 1997, all the fertiliser companies had been priva­
tised. The industry, however, is monopolised by three 
companies, controlled by the Bucharest Columna 
Bank, which account for 88% of the total production. 

The use of organic fertilisers for improving soil fer­
tility has never been high. Livestock production was 
concentrated in big industrial complexes and the col­
lection, storage and utilisation of manure posed prob­
lems which could not be solved. And because of the 
way work was organized there was no pressure to find 
solutions. 

2.8.4 Plant protection products 

The decline in the use of fertilisers was paralleled by 
a fall in the use of pesticides and herbicides, with sim­
ilar sharp differences in consumption rates between 
farms. Pesticides are supplied to farmers by about 6 
major companies and several minor producers, from 
factories that produce and formulate non-proprietary 
chemicals, developed in foreign countries. Some basic 
products have been developed in Romania. 

Total consumption fell from 71 ,SOOt in 1989 to 
17 ,400t in 1996. This decrease affected all types of 
pesticides, but was most pronounced for insecticides 
(in 1996 nine times less were used than in 1989). The 
low application of pesticides has had a negative influ­
ence on the state of vegetation and, finally, on yields. 

For maize, sunflowers and soya, the main crops for 
which weed control is necessary, weeding was done 
mechanically or manually. For the other crops, main­
ly cereals, the limited use of pesticides affected the 
total quantity and the quality of output. 

Moreover, pesticide production decreased from 
33,000 tin 1989 to 15,000 tin 1996, leading to a need 
for imports. By 1997, almost all the pesticide com-

The drop in domestic demand forced producers to panies had been privatised and foreign companies 
look towards foreign markets, and in 1996 about half were active on the market. 
of the 1.1 mio t produced was exported. However, 
falling prices on the world market and a sharp increase 
in production costs and the price of raw materials also 2.8.5 Animal feed 
reduced the competitiveness of the Romanian chem-
icals industry on export markets. The animal feed industry is concentrated on 67large 

By the end of 1997, chemical fertiliser production by 
almost all of Romania's manufacturers had ground to 
a halt, as a result of these serious difficulties on the 
domestic and export markets. A lack of purchasing 
power and an acute shortage of finance were behind 
the drastic cut in production, together with the radi­
cal restructuring of many companies in the sector. 

commercial companies, State-owned feed mills locat­
ed near grain storage facilities and other processors. 
Total capacity for animal feed production is estimat­
ed at 6.4 mio t, while current demand is estimated to 
have fallen to less than 4 mio t. Feed quality is low, 
mainly due to the poor quality of grains and a short-
age of protein from local sources. 

The efficiency of livestock farms, and particularly 
pig and poultry farms, is very low: it is estimated that 
the conversion rate is about 7, compared to a bench-
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mark of only 3 (the conversion rate is the quantity of 
feed per unit of carcass weight produced). 

Some local private mills exist in the countryside, 
mainly former co-operative mills. 

2.8.6 Agri-food industry 

22% of all Romania's companies are engaged in the 
food industry. In 1996 the sector accounted for 5.8% 
of Romania's GDP and 8.8% of all exports. Includ­
ing beverages and tobacco, the food industry accounts 
for 17% of the total industrial output and 9% of all 
industrial employment. 

Investments in the agri-food industry, which increased 
by 139% between 1993 and 1996, account for 20% 
of all investment in industry. The sector is made up 
mainly of SMEs, and most of the companies were 
until recently still state-owned. Low productivity, 
over-capacity and a lack of adaptation to demand are 
its principal weaknesses. 

Romania's food industries were established 20-30 
years ago. Major production facilities were built in 
each county on the basis of political decisions rather 
than real need, with capacities based on theoretical 
input supply and output demand. They were originally 
equipped with technology that was already out of date 
and there has been little subsequent investment in 
plant renewal or upgrading. They are high in their 
demand for energy and labour and, by international 
standards, their products are of a relatively low qual­
ity. Due to their poor location relative to the supply 
of raw materials, some are currently over-supplied 
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while others are under-supplied. In these circum­
stances it is not surprising that the rate of waste is 
high. 

Until 1990, the food industry was centred on 365 
State enterprises. After 1990, through restructuring 
and a reorganisation of the sector, 431 commercial 
companies and an autonomous unit for tobacco pro­
cessing were established. 

Table 39 presents a brief profile of 4 important 
branches: meat, dairy, edible oils and sugar. 

The dairy industry clearly illustrates the legacy of 
centrally planned investment in the food industry. 
Dairies were set up in every county in Romania, with 
an average of just over I in each (although most have 
several plants and numerous collection centres). 

More than 3 meat-processing plants, on average, are 
to be found in each county. Sugar factories are locat­
ed in 24 counties and edible oil mills in 11. The oil 
mills averaged 370 employees per enterprise, followed 
by sugar with 351, dairies with 321 and meat plants 
with an average of 151 employees each. 

By the end of 1997, 350 out of 534 companies in the 
food industry had been privatised. Sugar and edible 
oil companies are already almost 1 00% privatised, as 
are mills and bakeries. 

When trade was liberalised after 1990 food imports 
rose steadily, while exports to the former USSR 
declined sharply; by 1995, imports were three times 
higher than exports. At present, food accounts for 
only 4% of total exports, but for 7% of all imports. 

'· __ o.tp•t* O.tpu* o.-...· Eta .... 
1"1 . 1992 1996 1992 
825 :519 600 19,951 

. 391 363 352 11,118 
236. 217 240 5,182 
326 . 300 228 12,629 



Only a small number of enterprises are engaged in flow of agricultural produce from the rural house-
exporting, most concentrate on the domestic market. hold, perhaps in return for financial help or extra 

labour at planting and harvest time. 
Higher prices and reduced incomes have led to a sharp 
drop in domestic consumption, while local industry 
has lost out to imports. Lack of finance, irregular sup­
plies, outdated equipment and poor packaging make 
Romanian companies less competitive on the home 
market. The sector suffers from over-capacity and 
many companies have serious over-manning prob­
lems. Major markets in the former USSR have been 
lost and most producers cannot meet the standards 
required by West European markets. There are over 
5000 joint ventures with foreign companies but, with 
investment totalling $ 400 million, most are small­
scale operations. 

2.8.7 Distribution 

Distribution channels for agricqltural products have 
yet to be developed. Wholesale markets are practically 
non-existent and retail activity still depends largely 
on the old system of State shops, although some new 
retail outlets are emerging. 

In Bucharest, a new fruit and vegetable wholesale 
market opened the first of its four halls in December 
1997. Set up with German funding and know-how, 
this market is seen as a step towards creating an effi­
cient fruit and vegetable sector, in conformity with EU 
standards. 

In many villages and urban areas, however, farmers 
sell their products directly, sometimes renting stalls 
from the municipality. 

The poor development of distribution channels is con­
firmed by the high level of own-consumption. For the 
average Romanian family, this represents 29% oftheir 
total consumption, a figure not limited to farming 
households. The land reform created 5 million land­
owners, 40% of whom live in urban areas. Many 
receive payment in kind for renting out their land. And 
family ties between town and country bring a steady 

Within farming households, own-consumption rises 
to 55% of all consumption, while in the average 
employee's household it amounts to 20%; for pen­
sioners, the figure is 38%. 

The absence of adequate infrastructure and of com­
mercial structures presents an obstacle to the devel­
opment of Romania's export potential. Thus, the very 
high cereals crop of 1997/98 was difficult to export. 
Exporters complained about the additional cost rep­
resented by the non-concentration of supply at pro­
ducer level. On this occasion the government reacted 
by introducing a special measure to support exports 
of 1 million tonnes of maize with a refund of about 
17 ECU/t. 

2.8.8 Agricultural credit 

Up to December 1989, the Romanian financial sys­
tem was geared exclusively to the implementation of 
the central plan. The flow of funds was controlled by 
the administration, and the government absorbed 
risks, leaving no real role for commercial banking 
functions. Banks consequently maintained little or no 
capital, and there was no government supervision of 
financial institutions. The four main institutions were 
the National Bank of Romania (NBR), the Romanian 
Bank for Foreign Trade, the Investment Bank and the 
Bank for Agriculture and the Food Industry (now 
Banca Agricola-BA). 

The reform ofthe Romanian banking system was ini­
tiated early in the process of transformation to a mar­
ket economy: entry to the banking system was liber­
alised early in 1990 and the NBR was granted a 
significant degree of independence from political 
interference and given a mandate to pursue price and 
exchange rate stability. 
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Until very recently, agriculture and the food industry 
were unable to attract the private banks and the BA 
remained dominant in agricultural credit (95% of the 
market in 1994). Banca Agricola has more than 350 
branches all over the country and is the biggest retail 
bank. It has been restructured recently at a high cost 
to the State budget and is going to be privatised. 

Other institutions include a network of co-operative 
banks that make small loans to farmers and villages, 
and are becoming more active in lending to agricul­
ture. Bancoop, a co-operative established by the con­
sumer and credit movements in 1990, is the largest of 

was lent to the banks at an interest rate of 60% with 
a margin for the bank of20%. The borrower's inter­
est rate was then 80%, while the commercial interest 
rate was 160%. The participating banks assumed the 
credit risk and there was no involvement of the 
National Bank. 

In autumn 1997 a revolving fund of 500 billion Lei 
was created to finance purchases of wheat. Partici­
pating banks receive credit from the fund at an inter­
est rate of 30% and millers and bakers pay an inter­
est rate of 40% to the banks. 

them. Bank Post has also increased its activity in rural 150 billion Lei were earmarked in the State budget to 
areas, both mobilising rural deposits and making subsidise wheat storage costs. 
loans. 

The International Bank for Reconstruction and Devel­
opment (IBRD) and the European Bank for Recon­
struction and Development (EBRD) have made loans 
available, through Banca Agricola, for private sector 
export oriented agricultural projects. 

In August 1994, a Rural Credit Guarantee Fund was 
established by the four main rural commercial banks 
and the Romanian government, to help meet the 
Romanian borrower's chronic lack of security for 
bank loans, rendered acute by the absence of a 
cadaster. 

In the past, subsidised credit was provided to agri­
culture through the BA in the form of refinancing 
credits to cover seasonal borrowing requirements. 
These credits were allocated to State-owned enter­
prises that indulged in widespread defaulting: non­
repayment of debts in agriculture amounted to 30% 
compared to 10% in industry. This discouraged the 
creation of alternative financing mechanisms for pri­
vate farmers and the agri-food industry. 

In February 1997 the government set up a Special 
Agricultural Fund of 550 billion Lei to finance agri­
cultural inputs at a low interest rate for the spring 
campaign. About 475 billion Lei were disbursed 
through seven banks (the BA had 50%). The money 
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A coupon scheme financed with 1400 billion Lei 
from the State budget for Agriculture was introduced 
for the 1997 autumn campaign (see §3.2.3). 



3. 
Agricultural and rural policies 

3. 1 Introduction 

After a delay of several months, the Chamber of Rep­
resentatives approved an ASAL agreement (Agricul­
tural Sector Adjustment Loan) with the World Bank 
in the summer of 1997. Under this, the Romanian 
government will receive 350 million US$ in three 
annual disbursements, to carry out structural reforms 
in agriculture. 

The delay was caused by the parliamentary opposi­
tion's refusal to accept the agreement. The former 
communist party, in particular, condemned it as anti­
national and harmful to the future of agriculture, 
claiming it would destroy the agricultural economy 
and particularly the livestock sector. In a bid to accel­
erate reform, several conditions are attached to the 
credit, including: 

- the liberalisation of food and agricultural prices 
(already implemented); 

- the liquidation or privatisation of unprofitable 
State companies; 

- a reduction in the number of subsidies; 
- the creation of a land market. 

3.2 Agricultural policy 

3.2.1 Market policy 

Under the Ceaucescu regime, State farms and PACs 
had to sell their whole output to State enterprises, the 
"integrators", at a low fixed price. During the first 
years of transition, the Romanian government sought 
to preserve a system which obliged farmers to sell 
their produce cheaply through the heavily-regulated 
State distribution network, as part of its strategy to 
maintain a social consensus and reduce inflationistic 
tensions. 

The pricing system has since undergone a gradual 
process of liberalisation. 

In early 1990 the formal State monopolies for buy­
ing agricultural commodities and supplying inputs 
were quickly abolished. Producer and consumer 
prices on local markets were liberalized, resulting in 
rapid real term increases. 

To protect consumers, price controls on essential food 
items were introduced later in 1990 within the State 
distribution network. In agreement with the Ministry 
of Finance, the Ministry of Agriculture and Food fixed 
guaranteed minimum prices for wheat, barley, maize, 
oats, rice, potatoes, sugarbeet, soyabeans, sunflowers, 
milk, eggs, pig- and poultry-meat, until October 1993. 

These prices only applied to purchases made by the 
integrators and to direct acquisitions by State proces­
sors and often included a subsidy paid from the State 
budget. When produce was acquired by an integrator 
(e.g. wheat by Romcereal) and resold to a State agri­
industry (e.g. State mills) the subsidy was deducted 
from the price charged to the processor. 

During the same period, price controls were also 
implemented right along the State agri-food industry 
chain for bread, milk, eggs, sunflower oil, sugar, pig­
and poultry-meat. Procurement, wholesale and retail 
prices (as well as profit margins) were managed by 
the administration. 

In November 1993, Law N° 83/1993 introduced a 
further step towards liberalization. The Government 
was limited to setting "guaranteed minimum prices" 
on 1 March each year for products "of national impor­
tance", at a level corresponding to 80% of the previ­
ous year's average world market price. The Law cov­
ered a wide range of arable products (grains, oil seeds, 
vegetables, sugarbeet, potatoes etc.) and milk, pig­
meat and poultrymeat. In 1995, however, only wheat, 
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milk, pigmeat and poultrymeat were seen as products The range of aids differs from one crop to another: 
"of national importance" and placed under the sys­
tem. The "guaranteed minimum price" was, in prac­
tice, the price offered to producers by official or offi­
cially-mandated State agencies. 

Controls over prices and margins continued to be 
applied along the different stages of the food chain 
(storage, processing, wholesale and retail). 

Combined with the restrictive system for allocating 
production subsidies, this resulted in a dual pricing 
system for the four products concerned. Prices for all 
other agricultural products on the Romanian market 
could be considered as liberalized. 

At the beginning of March 1997, the Ministry of Agri­
culture moved towards the elimination of all price 
and margin controls at all levels of the marketing 
chain for pigs/pigmeat, poultry/poultrymeat, 
milk/dairy products, and wheat/flour/bread. Law N° 
21/1996 on competition enabled Government Deci­
sion N° 133 of 21 April 1997, which abrogated the 
minimum guaranteed prices. Thus, prices for all agri­
cultural products may now be considered complete­
ly liberalized. 

3.2.2 Production subsidies 

Direct production subsidies used to represent the 
largest part of the agricultural budget. In practice, 
normally only farmers selling to State agencies, and 
thus at lower prices than on the open market, bene­
fited from them. Farmers selling on the free market 
had a limited access to production subsidies. 

Arable crops 

Production subsidies on arable crops are now mainly 
in the form either of directly-supplied inputs (fertil­
izers, pesticides) or inputs supplied at subsidized 
prices (certified seeds), in return for which the pro­
ducer is committed to supplying all or part ofhis out­
put to a State agency. 
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- Wheat producers benefit from the whole range of 
subsidies, including marketing loans at the time 
of sowing, provided they commit themselves to 
supplying their production to a State agency. 

- Com producers benefit from the same treatment, 
except for marketing loans. 

- Other arable crop producers have access only to 
some of the input subsidies. 

Conditions for production subsidies not linked with 
some commitment to supply the State agencies are not 
really clear; where the availability of inputs is limit­
ed (e.g. certified seeds) it seems that private farmers 
do not always have access to them. 

Animal production 

Dairy, beef and poultry producers could choose to sell 
their produce on the free market, or to supply State 
agencies at the procurement price set by Law 83/1993 
(abrogated in March 1997). In the latter case, they 
received a direct payment equal to nearly one third of 
the selling price. 

In response to the sharp fall in livestock in the early 
'90s, Law 8311993 introduced direct aids for breed­
ing and keeping cattle, which seem to have stopped 
the decline. 

For other products, direct aids are limited and seem 
to be restricted to the purchase of selected animals 
from State breeding farms. 

3.2.3 Non-specific aids 

These aids represent only a small part of the agricul­
ture budget. The most widespread seem to be aids for 
public irrigation systems, soil improvement and the 
fight against soil erosion. The Government is now 
preparing a legal framework to reorganize these types 
of intervention into: 



- a law on seed obtention 
- a law on interest rate subsidies for agriculture 
- a law to set up a Rural Development Agency. 

In 1997, in the wave of agricultural policy reshaping, 
a non-specific input subsidy scheme was launched, at 
a cost estimated at less than 180 mio ECU. Coupons, 
with a face value of about 16 ECU, were distributed 
to all private farmers on the basis of one coupon per 
hectare owned, with a minimum limit of 0.5 ha and a 
maximum of 6 ha. They could be used to pay for all 
kinds of inputs and mechanical work within a given 
period of time, or they could be traded. While it cer-
tainly involves some administrative costs, the scheme 
represents a concrete measure to help introduce farm-
ers to the logic of a market economy. The coupon 
scheme is being continued in 1998. 

3.2.4 Price development 

Given the aim of Romania's price support policy, i.e. 
to simultaneously protect producers and consumers, 
and its progressive dismantling, it is interesting to 
look at the development of prices in Romania at pro­
ducer and consumer level during the '90s. This is of 
particular importance in view of the elevated weight 
of food expenditure relative to household incomes5

• 

Table 40 presents the evolution of main product prices 
as a percentage of EU prices. This exercise raises 
some methodological questions and is rather delicate, 
due to the high rate of inflation in Romania, the non­
comparability of products and price survey problems. 
InLaddition, the minimum guaranteed price system 
may not be considered as having an influence com­
parable to the EU support price system. In fact, the 
institutional prices set by the CAP are supposed to 
reflect the desirable market price, and therefore have 
a leading influence on production. In Romania, the 
"guaranteed minimum prices" were derived from the 
free world market and set at sufficiently attractive 
levels to ensure supplies to the State integrators. The 

rise in MGP in nominal terms results from inflation 
in Romania and world grain prices. 

T1ltle 40: % ef EU Prttl1cer Prices 

Maill Preduets 1993 1994 1995 1996 
Commoa Wheat 87% ne~ 59'~ 85% 
Barley . 74% 62-~ 51% 
Maiz 91% 74% 4.,.~ 

Sugar beet· 6&'-' 49'~ 

TOmatoes 63% 71% 
Apples 43% Sl% 
Cherries· 16% 240.4 
Beef(c.w.) 41% 4~~ ne~ 

Pigs'(c.w.) . 119'~ 109'~ 113% 93% 
Poultry {C.w.) 6S% 74'" 86% 74% 
CcRfs•miJk 16-" 820.4 sse" 95% 

Cereals 

Romanian grain prices have largely closed the gap 
with EU intervention prices. With the 1994/95 cam­
paign Romania returned to being a net exporter and 
prices on the domestic free market - nearly 10% of 
the internal market - benefited from steady world 
prices. To maintain the State agencies' oligopoly, the 
government was forced to raise the MGP for wheat, 
to keep it in line with the free market price. Thus, the 
1996 drought obliged the Romanian Government 
to set a farm price for the 1996/97 campaign 
(116 ECU/t). In the medium term, confirmation of 
Romania's net exporting position can be expected. 
Following the liberalization of cereals prices, Roman­
ian prices will be driven by world price evolution, and 
only in the event of a poor harvest will they perhaps 
be set at levels above world prices. 

In conclusion, the convergence of Romanian and EU 
prices is mainly the result ofEU and world prices. If 
world prices decline, no tool is available to avoid a 
divergent evolution (Graph 3). 

5 In 1997 food represented 58.4% of household expenditure, and 77.3% for the poorest quintile ofthe population. 
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3.3 Trade policy 

3.3.1 General framework 

Important trade liberalisation measures and a reduc­
tion in import duties were implemented by the new 
government in May 1997, following the advice of the 
World Bank. The new framework entailed the aboli­
tion of exemptions or temporary reductions in import 
duties, the withdrawal of any import or export licence 
system, and the suppression of export bans and quo­
tas, with the exception of those which form part of 
international agreements signed by Romania. 

The reduction in import duties already applied led to 
a weighted average duty of27%, with a maximum of 
60% for some products, including wheat and milk. 
Further reductions are to be applied gradually, lead­
ing to a weighted average duty of 22% and a maxi­
mum of 40%, except for some sensitive products 
whose maximum limit will be 45%. 

On 1 December 1997, the Romanian government 
removed all tariffs on imports of pig-meat for a peri­
od of 60 days, in an attempt to halt the increase in pig­
meat prices. The normal tariff now stands at 30% of 
the value for imports from CEFTA countries and at 
60% for imports from other countries. 

Prior to complete liberalisation, trade policy was dom­
inated by special temporary measures of an adminis­
trative nature, consisting mainly of temporary reduc­
tions in customs duties and limitations or bans on 
exports. The purpose of these measures was to bal­
ance supply and demand on the internal market at the 
lowest possible price. Export restrictions were adopt­
ed with the aim of protecting domestic producers, in 
an attempt to achieve greater self-sufficiency through 
import substitution. 

Export restrictions were imposed on wheat, maize, 

imports of several important agricultural commodi­
ties and inputs were managed by a few large traders, 
linked to the integrators. 

In 1994 Romania signed a protocol on trade and co­
operation in agriculture with Moldova. This includes 
a list of products benefiting from lower tariffs, and 
the possible quantities involved. 

3.3.2 Border protection and the GATT 
agreement 

Uniquely among the Central European countries, 
Romania opted for the status of developing country. 
This means in particular that: 

- the implementation period is I 0 years, from 1995 
to 2004. 

- Romania is not required to include in its total 
Aggregate Measure of Support (AMS) calcula­
tion, domestic support not exceeding 10 % of the 
total value of a basic product. According to the 
supporting tables Romania submitted, it had only 
green and/or support measures falling under the 
I 0% de minimis rule during the reference period 
( 1986-88). Therefore, Romanian agricultural sup­
port did not enter into the calculation ofthe AMS. 

Important changes took place in Romanian trade pol­
icy after 1989. The State monopoly was formally abol­
ished in February 1990, and significant steps were 
taken towards a more open trade regime. In particu­
lar import controls were removed and a tariff sched­
ule introduced which provided a moderate level of 
protection. The trade-weighted average tariff for agri­
cultural products was established at 10% for 1991 
and 1992. The use of non-tariff barriers diminished 
after 1993 and these were dismantled in 1995, fol­
lowing the Uruguay Round Agreement. 

sunflower seeds and molasses, for which administra- Its status of "developing country" enabled Romania 
tive authorisation was needed. There were no quotas to benefit from a "special and differential treatment" 
for imports or licences for imports or exports, but which allowed it to set very high ceilings on binding 
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Import tariff quotas apply to few products. In addi­
tion to those in table 43, they are: seed potatoes, 
chocolate, some pasta, ice-cream, beer, vermouth, 
undenatured ethyl alcohol and cigarettes. 

Fiall quota 
2004 

Q•aatity tariff rate 
·19,000 llS 

900 100 
2,600 110 

Preferential access is given in a number of cases: 

- through the Association Agreement, the EU ben­
efits from specific conditions; 

- through the CEFTA agreement, other CECs ben­
efit from preferential treatment; 

- through a protocol on trade and co-operation, 
Moldava benefits from a free regime for some 
agricultural products. 

t.W. 44~ lxport co••lt .. .ts 

1995 
ProdHts ·' O.tJay* Vol1me 
. (mioLei) <•t> (IIlio Lei) 

t.Rats ;, 634.80 332.1 
Oilseed~· 1.27 3.2 
\Tegetable oil 248.10 97.9 
Sugar 541.10 172.9 
Butter '168.30 16.9 
Cheese 29.00 13 
Meat 499.90 161.2 
POuhry 214.70 32.6 
Uve.unats 116.10 19.6 
Eggs 0.26 1.39 
Wme 64.70 9.25 
Fruits 140.30 155.6 
Vegetables 171.50 130.4 
Total 2,830.03 
• Coldtmt Lei 1986-88 
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Export regime 

Exports will benefit from support, which will be pro­
gressively reduced over I 0 years to 76% in budget 
terms and 84% in subsidized volume terms, of the 
averages for the period 1986-1990. It should be 
emphasised that Romania presented its GATT com­
mitments in "constant Lei 1986-88". The overall bud­
get for export subsidies will fall from 2.8 bio Lei in 
1995 to 2.2 bio Lei in 2004. Export commitments in 
budget outlay and volume can be summarized as fol­
lows (Table 44): 

These commitments do not appear to raise real prob­
lems for Romanian cereals exports. In fact, domestic 
grain prices are below world market levels and pre­
sent export subsidies seem to be more a support aimed 
at overcoming shortcomings in market organization 
and infrastructure. Export subsidies currently amount 
to 281 mio Lei (in 86-88 constant Lei). 

3.3.3 The EU Association Agreement 

The main use made of the agricultural provisions of 
the Agreement has been in two sectors, wine and 
sheep (live animals). Dairy products have also bene-

2000 200. 
Oatlay* Vela me Oday* Vol•• 

(OOOt) (mioLei) (OOOt) 
595.80 318.6 494.40 283.5 

1.19 . 3.09 1.00 2.15 
232.80 93.9 193.20 83.6 
507.80 165.9 421.40 147.6 
158.80 16.2 131.00 14.5 
27.20 12.5 22.60 11.1 

469.20 154.6 389.30 137.6 
201.50 31.3 167.20 27.8 
109.00 18.8 90.40 16.7 

0.24 1.31 0.21 1.18 
60.70 8.87 50.40 7.9 

131.70 149.3 109.20 132.8 
161.00 125.1 133.50 111.3 

2,203.81 



(5) 

fited somewhat from the opportunities offered. Fuller 
use of the Agreement has been inhibited by two par­
ticular factors: the effect on exports of the agricultural 
restructuring process (e.g. fruit and vegetable sector), 
and non-compliance with EU required quality stan­
dards (e.g. very few slaughterhouses or dairies have 
received EU approval). 

3.3.4 CEFTA 

The Central European Free Trade Agreement was 
signed in December 1992 and replaced the "Visegrad 
Agreement" ofFebruary 1991 between Poland, Hun­
gary and the former Czechoslovakia. It came into 
force in March 1993 between four countries (after 
Czechoslovakia split into the Czech and Slovak 
Republics). 

In November 1995 Slovenia became a member, with 
a transition period lasting until the end of 1999. 

Romania joined in July 1997 with a transition period 
until the end of 1998. Bulgaria has applied for mem­
bership and will probably join in 1998. Negotiations 
have also started with several other countries: Latvia, 
Lithuania, FYROM (Former Yugoslav Republic of 
Macedonia) and Croatia. However, under CEFTA 
rules, only candidates that have anAssociationAgree­
ment with the EU and are members of the WTO are 
eligible for membership. 

CEFTA encompasses trade in all merchandise. For 

eventually be achieved. However, the original dead­
line of 1998 was postponed and, at the CEFTA sum­
mit meeting in Warsaw in December 1997, changes 
were finally agreed on the regrouping of products 
into different categories with differing degrees oflib­
eralisation: 

A listing: duty free and quota free commodities as 
from 1.4.1998 (breeding animals, horses, rabbits, 
durum wheat and oilseeds); 

A 1 listing: duty free and quota free commodities as 
from 1.1.2000 (from 1.4.1998 until 1.1.2000 still 
within quotas: sheep and goats, live and meat); 

B listing: common preferential tariffs (poultry meat 
28%, wheat 15%, barley 18%, flour 15%, pastry 20%, 
some fruit and vegetables 5 to 10%); 

B 1 listing: common preferential tariffs still within 
quotas till 1.1.2000 (cattle, pigs, poultry 10 to 15%, 

carcass beef and pig meat 25%, beef and pig meat cuts 
20%, milk powder 3 7%, all canned meat 15-18%, 
hops 5%); 

C and D listings with bilateral preferences between 
CEFTA members. 

Sugar and certain dairy products remained outside the 
listing. 

industrial products all barriers will be abolished by 3.4 Veterinary and phyto-sanitary 
the end of2000. The initial agreement for agricultur- policy 
al and food products introduced a system of prefer­
ential quotas. Preferences were given on a bilateral 
basis for selected commodities, on which tariffs had 
to be decreased by 10% annually, until a 50% prefer­
ence was reached. It was later decided to introduce 
the 50% tariff reduction at once, and in some cases 
an even higher reduction (of70 %). 

In December 1995 agreement was reached on the fur­
ther gradual liberalisation of agri-food trade until, 
after more negotiations, complete liberalisation would 

3.4.1 Veterinary policy 

Approximation of Romania's veterinary legislation 
to the EU's mainly concerns: 

- trade in live animals, semen, ova and embryos, 
- trade in animal products, 
- control measures, 
- marketing of animal products, 
- measures covering more than one sector, 
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- imports from third countries of live animals and 
animal products, 

- control and protection system, 
- breeding stock and pure-bred animals, 
- animal welfare7 

The National Sanitary Veterinary Agency (NSVA)­
a body of the Ministry of Agriculture and Food - is 
working on implementing the acquis. However, it 
seems that much work has to be done, particularly to 
regroup the EU veterinary acquis to enable its mean­
ingful integration into the Romanian national acquis. 

When Romania joins the EU, Border Inspection Posts 
(BIPs) will be retained only on the land borders with 
Moldova, Ukraine and Serbia, at the ports on or to the 
Black Sea and at the international airports. At present, 
the posts do not have the necessary infrastructure to 
carry out the physical inspection of consignments. 
The control of imports and transit is managed through 
a licence system by the NSVA. There is no comput­
erised communication network. 

The animal health situation concerning outbreaks of 
OlE-List A diseases is satisfactory. However, vacci­
nation of domestic pigs is practised. 

Surveillance and contingency plans have to be elab­
orated for the OlE-List A diseases. The application of 
EU animal welfare standards for the keeping of pigs, 
calves, laying hens and laboratory animals, as well as 
for the transport and slaughter of animals, is still pend­
ing the full implementation of corresponding nation­
al legislation. 

Romania's food industry in processed animal prod­
ucts is making slow progress towards meeting the EU 
standards and requirements laid down by various 
directives. Investment is necessary to modernise the 
agri-food industry; at present, only 8 meat plants 
(poultry and game) and 19 dairy plants are approved 
under EU veterinary standards. 

3.4.2 Phyto·sanitary policy 

Approximation of Romania's phyto-sanitary legisla­
tion to the EU's is now underway. It concerns mainly: 

- seeds and propagation material, 
- plants and plant products, 
- animal nutrition, 
- plant protection products, 
- pesticide residues, 
- community plant variety rights, 
- organic farming. 

Harmonization has been largely achieved for pesticide 
residues, only partially for animal nutrition and not 
at all for plant protection products and organic farm­
ing. 

Legislation on seed and propagation materials is on 
its way. Equivalence has been recognized for many 
varieties, but certification services will have to be 
strengthened. 

Legislation on plant protection products has already 
been implemented. For pesticide residues, the plant 
health regime and plant variety rights, some of the 
necessary legislation has been prepared but remains 
to be adopted and implemented. 

Particularly important with regard to the inspection 
and control arrangements for protecting the EU exter­
nal border are the implementation and enforcement 
of health requirements to EU standards. A special 
effort will have to be made by the Romanian author­
ities (with the support of Phare and EU experts) in 
upgrading the main border crossings, which will even­
tually become EU external borders. 

For more details White Paper, Preparation of the Associated countries of Central and Eastern Europe for integration into the Internal Market of the Union, 
Chapter 5 "Veterinary, plant health and animal nutrition legislation", Commission of the European Communities, COM(95) 163 final/2, May 1995. 
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3.5 Structural policy 

Most of the structural effort is oriented towards the 
land restructuring process (land privatisation, State 
enterprise privatisation and restructuring). Neverthe­
less, various structural measures have been set up and 
developed to support farm investment and the mod­
ernisation of holdings. Some fiscal measures have 
also been adopted in favour of agriculture. 

3.5.1 The land market 

The law prior to I997 set an upper limit of I 0 ha on 
the amount of land an individual farmer could own, 
and I 00 ha on the size of holding or amount of land 
that any one family could lease. Recipients of 
returned land could not sell it for three years and non­
returned land (i.e. owned by collective members who 
did not surrender land in the initial collectivisation) 
could not be sold for ten years. Selling (only at local 
level) or leasing of land had to be approved by the 
local commission and was subject to a series of rights 
of first refusal: co-owners, neighbouring owners, and 
the Rural Development Agency. Exchanges of land 
where one of the parties was a legal person required 
approval by the MAF or the Ministry of the Environ­
ment. 

In November I997 Law I69/I997 modified the Land 
Law (18/199I ). Former land owners who had received 
a maximum of I 0 ha could now ask for the return of 
the rest ofthe land they had owned, up to a maximum 
of 50 ha (for forest Ianda maximum of30 ha).A new 
Law will regulate the restitution of the land for which 
a demand is lodged. However, this Law will encounter 
strong opposition, as most opposition parties and even 
the Democratic Party (until the end of January 1998 
a member of the ruling coalition) do not want a fresh 
land privatisation process. 

An important element of the Law passed in Novem­
ber I997 is the lifting of restrictions until then 
imposed on the sale of land. 

Parliamentary approval is still pending for a modifi­
cation of the Law on Land Leasing (16/1994) pro­
posed in an emergency procedure, which would lib­
eralise leasing contracts. 

The process of privatising the former State agricul­
tural companies has not yet started, because of delays 
in passing the laws regulating the land's legal status. 

All owners of arable land are required to maintain it 
under cultivation, subject to fines, and land can be 
expropriated after 2 years of non-cultivation. Many 
small-holders (mainly urban dwellers or elderly peo­
ple) choose to lease their land. Lessees are commer­
cial companies (ex-State farms), private agromecs 
and farmers associations but also individual farmers 
and family associations. Leasing arrangements range 
from all the work being done by the lessee, a system 
especially popular with urban owners, to the provi­
sion of certain services, those provided by farm 
machinery being the most common. Most contracts 
stipulate payment by share of output rather than cash. 
These arrangements give small farm owners access 
to the services and capital they need, as well as to the 
possibility of risk-sharing, while at the same time 
they are not committed to selling their crops to inte­
grators. 

The Romanian government is seeking to mitigate the 
effects of fragmentation by pressuri·ng farmers to 
remain in or join some form of association, through 
a combination of incentives and penalties - such as 
access to the various State subsidies for credit, inputs 
and machinery services. The government is current­
ly drafting a law to encourage the constitution of west­
em-type co-operatives. 

The land market lacks the institutional back-up of a 
land registration service. In fact, the creation of a 
cadaster covering the whole country is seen as a pre­
condition for the development of an active land mar­
ket and the government is working on this, with the 
help of international institutions. 
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3.5.2 Horizontal structural measures in 
favour of agricultural adiustment 

With the objective of relaunching investment in agri­
culture, the set of policy measures adopted indirect­
ly support this aim by providing training, information 
and knowledge. General measures target support for 
extension and market intelligence services and the 
setting up of commodity producers associations. 
Investment and modernisation support are presently 
limited to mountainous areas. 

it has also played a positive social role. Food securi­
ty improved and the reliance of a greater number of 
people on agriculture contributed to keeping social 
tensions low. 

Nevertheless, rural incomes are lower than urban 
incomes and the rural population is suffering from 
insufficient and inadequate infrastructure ( commu­
nication networks, water supply) and services ( edu­
cation, health). 

Even if at present there is no clear divide between 
Within the agri-food industry, support is oriented to regional and rural policy, and if priority during the 
easing the transformation and restructuring of the for- first years of transition was given to restructuring 
mer State agricultural enterprises. Efforts are there- agriculture and the land issue, a first attempt is now 
fore mainly concentrated on the privatisation and being made by Minister for Agriculture Gavrilescu: 
financial restructuring of industrial complexes, Rom- a General Directorate for Rural Development has been 
cereal and the 44 provincial Comcereal companies. set up within the Agriculture Ministry. Favouring a 
In this context there are special tax provisions for harmonised approach to public interventions in favour 
State companies privatised through the MBO scheme of rural areas, the Directorate is aiming to draw up 
(50% reduction) and for food-processing industries and implement development programmes for their 
importing machinery (exemption from border tax). multi-sectoral development. Particular attention is 

being paid to the provision of health and educational 
services, infrastructure for the inhabitants of rural 

3.6 Rural development policy 

3.6.1 A general issue 

Agriculture is central to Romania's rural economy 
and there is no specific body responsible for pro­
moting rural development. However, the need for 
infrastructure and services in rural areas is leading to 
an increased interest in rural policy. The dramatic 

areas, capital and credit resources. 

Two classic measures for rural development have 
already been adopted concerning, first, support for 
small and medium enterprises and entrepreneurial 
skills and second, support for rural tourism infra­
structure and services. 

changes in the rural economy since 1989 have meant 3.6.2 Specific rural policies as accompanying 
that policy-makers are now confronted with calls for measures 
a policy which embraces the economic, social and 
environmental aspects of rural development. Another major element of the rural development pol­

icy it is intended to pursue relates to less favoured 
Romania perhaps presents a specific case compared areas. 
with the other CECs, as agriculture's part in employ-
ment and GDP has increased since the transition. This Similar to the EU Less-Favoured Areas scheme, the 
is mostly the result of farm restructuring, based on the Ministry of Agriculture has started implementing a 
redistribution ofland. And if redistribution has led to policy for areas which suffer from natural handicaps 
a high fragmentation ofland ownership, with the neg- but present a high nature value, in particular moun-
ative effects mentioned on agricultural productivity, tain areas and wet lands. Two emblematic pro-
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grammes, aimed at supporting sustainable develop­
ment, have already started, one in the region of the 
Apuseni mountains, the other in the Danube Delta. 
Impetus should be given to the mountain policy by 
the Directorate for Disadvantaged Areas of the Agri­
culture Ministry. 

3.7 Environmental policy related to 
agriculture 

Agri-environmental and nature protection policies are 
minor concerns and have a low political priority. Very 
little legislation has been adopted and budget expen­
diture targeted to environmental questions seems very 
low. 

• Nevertheless, two types of measure can be iden­
tified. Territorial measures like the Danube Delta 
or the Apuseni mountains programmes have an 
explicitly environmental dimension. The aim is 
possibly to extend this model later to other moun­
tainous areas and high nature value regions. 

• Different horizontal measures are in place for 
restoring or maintaining soil quality. Other actions 
that could be cited include: 
-afforestation of degraded land or planting soil 

protection hedgerows, 
- soil conservation, 
- improvement of irrigation facilities, 
- agricultural methods compatible with the envi-

ronment. 

Some fiscal measures exist in favour of the environ­
ment (50% tax reduction on environmental invest­
ment) but the effectiveness ofthese measures is at pre­
sent questionable. 
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4. 
Mid term outlook 

The aim of this part is to give the balance sheets of 4.2 Agricultural policy scenario 
the most important Romanian agricultural products, 
including area, yield, production, domestic utilisation 
and trade up to the year 2003. 

This exercise, by its very nature, is subject to many 
kinds of uncertainties: evolution ofGDP, income dis­
tribution, consumer preferences, internal and world 
prices, structural evolution of agriculture, etc. A long 
list of factors influencing the variables that are going 
to be forecast could be drawn up, and every one of 
those factors would pose specific problems of mea­
surement at present and of prediction for the future. 

Bearing this in mind, the approach chosen is based 
rather on qualitative analysis and expert judgement. 
Therefore, the results presented here have to be inter­
preted carefully; they should be viewed as signs of a 
trend rather than as concrete values. 

4.1 Overall economy 

It is assumed that the political situation will be stable 
for the whole period up to 2003 and that the orienta­
tion along the lines ofliberalisation, privatisation and 

It is assumed that agricultural policy will follow the 
lines of the document "Strategy of Romanian agri­
cultural development for the short- and medium-term" 
elaborated for the Ministry of Agriculture and Food 
by a group of experts in 1997. 

This document sets out the objectives that agricultural 
policy must pursue, and proposes instruments to 
achieve them. Both objectives and instruments have 
to be compatible with Romania's stated aim ofbecom­
ing a member of the European Union, and therefore 
with the CAP. In this context, integration into the EU 
cannot be conceived without guaranteeing the com­
petitiveness of Romanian agriculture. 

4.2.1 Obiectives 

The strategic objective for the short- and medium­
term is to increase the competitiveness of economic 
agents on both the internal and external markets. Mar­
ket mechanisms are the foundation for creating the 
competitive environment. 

macroeconomic stability will be pursued. This should Support policies should be aimed at the following 
lead to positive growth rates in GDP after the adjust- more specific sub-objectives: 
ment period of 1997 and probably 1998. 

Internationally, it is assumed that the neighbouring 
countries will consolidate their reforms and experi­
ence sustained growth in their economies. For the rest 
of the world, the promising outlook forecast by the 
main forecasting institutes is retained here. In partic­
ular, this outlook implies increasing opportunities on 
world agricultural markets for exporting countries. 
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- creating and gradually increasing the number of 
competitive economic agents; 

- ensuring food safety through the performance of 
the agri-food sector; 

- creating and imposing a quality standards system 
in line with EU countries; 

- creating and developing competitive markets for 
agricultural and agri-industrial products and for 
production factors; 

- increasing and diversifying exports of agricultur­
al products; 



- increasing farmers' incomes in order to bring their 
level close to those of other social classes and to 
ensure a decent living standard. 

Other objectives of a more horizontal character are: 

- regional development, especially for the disad-

tures, etc.) and consolidation of the profession­
al organisations of farmers; 

- creation of information infrastructures accessi­
ble to different levels of decision-making; 

- liberalisation of trade, reduction of import taxes 
and increased export promotion. 

vantaged areas; • Reform of the policy providing financial support 
- fostering deficit activities; to farmers: 
- support of branch development for each food 

product; • Active policy of structural adjustment, through the 
- rejuvenating and fostering manpower in agricul- privatisation/liquidation of the former State-

ture. owned agricultural enterprises and facilitating the 
concentration of capital in private agricultural 
units, with the central objective of supporting the 

4.2.2 Institutions development of competitive family farms and 
their associations. 

The role of the institutions has to be adapted in order 
to achieve these objectives. A key element is the 
cadastral system which has to clarify, at national level, 
the ownership and the quality of all the land areas. 
Further functions of agricultural institutions should 
be: 

- to provide goods, services and public information 
to economic agents; 

- to draw up, develop and monitor agricultural 
strategy and policies; 

- to prepare projects for agri-food quality standards 
(in accordance with Codex Alimentarius, FAO 
and OMS standards); 

- to draw up lasting rural development policies. 

4.2.3 Instruments 

• Reform of economic incentives 
- stabilisation through public intervention within 

the limits of budgetary resources; 
- creation and development of specific markets, 

especially the land market and sectors where 
there are monopolies with State participation; 

-development of private or joint partnership 
structures (rural co-operation, associative struc-

4.3 Commodity proiections 

4.3.1 Land use 

The expected distribution ofland use results from the 
combined effect of physical constraints and the gen­
eral assumptions already explained (the pace of 
restructuring Romanian agriculture). Therefore, only 
small changes are expected. Amongst arable crops, 
increasing specialization will lead to a reduction in 
some marginal types of production in favour of cere­
als and oilseeds (Table 45). 

1~1t~ ·~s~~ ta• ••• pra~tcta.· cooo u) 
1996 :zooo 

Anblelaad 9,339 9,332 
ofwbidl cc:re8ls 5,834 6,013 

oil seeds 1012 991 
· Other crops 2,493 2,328 

Ptnuaent crops 560 525 

Permanent pastwns 4890 4890 

TOTAL 14,789 14,747 
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Annex 1: 
Regional maps 

Regional GDP per capita (1995) 

Share of agriculture in regional GDP ( 1994) 

%of unemployment at regional level (1995) 

Agricultural employment as% of total employment at regional level (1994) 

Population density per km2 (1994) 

Rural population at regional level (1996) 

Regional breakdown of total cereals area (1995) 

Regional breakdown of total oilseed area (1995) 

Regional breakdown of total vineyard area (1995) 

Regional breakdown of total orchard area ( 1995) 

Regional breakdown of total vegetable area ( 1995) 

Regional breakdown of total cattle (1995) 

Regional breakdown of total pig population ( 1995) 

Regional breakdown of total poultry meat production (1995) 
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6.2 Glossary & abbreviations 

ANPA National Agency for Agricultural Products 

BA Banca Agricola 

CECs Central European Countries 

CAPs Agricultural Production Co-operatives 

CEFTA Central European Free Trade Agreement 

CMEA Council for Mutual Economic Assistance 

cw carcass weight 

EBRD European Bank for Reconstruction and 
Development 

EU European Union 

FDI Foreign Direct Investment 

IMF International Monetary Fund 

GAO Gross Agricultural Output 

GATT General Agreement on Tariffs and Trade 

GDP Gross Domestic Product 

LFA Less Favoured Area 

MAF Ministry of Agriculture and Food 

MBO Management Buy Out 

MFN Most Favoured Nation 

NBR National Bank of Romania 

NIS Newly Independent States (of the former 
Soviet Union) 

13 

OECD Organisation for Economic Co-operation 
and Development 

o.w. of which 

POF Private Ownership Fund 

ppp Purchasing Power Parity 

QFD Quasi fiscal deficit 

SMEs Small and Medium sized Enterprises 

SOF State Ownership Fund 

TAIEX Technical Assistance and Information 
Exchange Office 

UAA Utilised Agricultural Area 

WTO World Trade Organisation 



Annex 3: Geography, 
demography and administration 

Geography 

Romania is situated in the south-eastern part of 
Europe, between 43°30 and 48°15'N and 20°15' and 
29°4l'E. The total area of the country is 238,391 
square kilometres, about the same as the United King­
dom and a little over 7% of the EUR-12 area. 

Its landscape is varied, with a mountainous arch con­
taining the Eastern and Southern Carpathians, an 
extra- and intra-Carpathian hilly zone, with the Tran­
sylvanian plateau and large pasture areas in the South­
ern, Western and Eastern parts of the country. Hills 
and plateau cover about 3 7% ofthe country's total area 
and the mountains and plains about 30% each. 

The climate is temperate continental with cold win­
ters and dry summers. Annual average temperatures 
range between 8°C and ll.5°C, with large seasonal 
variations (between -38°5 and+ 45°C). Annual aver­
age rainfall is: 

- 350-400 mm on the Black Sea shore, 
- 400-600 mm on the Danube Plain, 
- 500-700 mm on the Western Plain, 
- 00-800 mm in the hilly regions and 
- 800-1,000 mm in the mountains. 

The soil moisture deficit is relatively high, especial­
ly in the south, south-east and Moldavia. The dry peri­
od usually starts in mid-July and lasts until early or 
mid-September. 

General infrastructure 

Romania's transport and communications infrastruc­
ture is inadequate and outdated, and represents a major 
handicap to development. 

Railways: The rail network at the end of 1995 had 
11,376 km: 10,889 km normal and 427 km narrow 
railways; 7,923 km were single track and 2,966 km 
double track and only 3,866 km were electrified. 
Rolling stock at the end of 1995 comprised 4,370 
locomotives, of which 1,060 were electric and 2,357 
diesel. There were 141,867 goods vans and 6,666 
wagons for passenger trains. Maintenance and 
replacement of old equipment needs urgent action: 
more than 25% of the locomotives in use have exceed­
ed their expected service life. 

Projects to upgrade track and improve border customs 
clearance are being implemented with EU assistance, 
as part of a longer-term project to improve rail con­
nections between Frankfurt and the Black Sea port of 
Constanta. 

Waterways total 1 ,690 km, of which the Danube has 
1,075 km, the Danube-Black Sea canal (opened to 
traffic in 1984) 68 km and the PoartaAlba-Navodari 
canal 23 km. Romania has 3 seaports, 6 sea-river 
ports and 26 river ports. The Black Sea coastline is 
234 km long. 

Air transport: there are 5 international and 12 domes­
tic airports. 

Roads: Romania has one of the most limited road net­
works in Europe, with only 11 J km of motorways. Of 
the 72,859 km of roads at the end of 1995, 17,608 
were "modernised" and 20,397 km were lightly 
asphalted. Ofthe 14,683 km of national roads, includ­
ing highways and European motorways, 13,283 km 
were "modernised". 

4,325 km of the 58,176 km of country and commu­
nal roads were "modernised" and 19,210 km were 
lightly asphalted. About 60% of the country's bridges 
are technically inadequate. 
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(9) 

In Romania there are 260 towns: 

- 151 towns (58%) have less than 20,000 inhabi-
tants each; 

- 84 (32%) have between 20,000 and 100,000; 
- 17 (7%) have between 100,000 and 300,000 and 
- 7 towns (3%) have between 300,000 and400,000. 
- Bucharest, the capital, has 2 million inhabitants. 

Administration is carried out by the local councils 
(county, town, city or village council). The executive 
at county level is the "prefectura". Its leader (the "pre­
fect") is appointed by the government and plays an 
important role, in particular in relation to land reform. 
At town and village level, the executive is the local 
council, which is an elected body. However, each Min­
istry has its own executive and guiding bodies at local 
level. 

At county level, the Ministry of Agriculture is repre­
sented by the General Division of Agriculture and 
Food and the Veterinary and Hygiene Control Offices. 

The rural population in 1996 represented 45% of the 
total, distributed in 2,586 communes or 13,000 vil­
lages. 
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Annex 4: 
Phare Assistance to agriculture 

1992: "Support to the privatization process of agriculture and agri-food industry": 32.3 MECU 

Important program that end up during during spring 1997 and made of 9 sub-programmes: 

Guarantee Fund for rural credit 
+technical assistance for training bank employees 
Land reform TA, training, equipment 

(Agricultural crop forecasting by satellite: TA and equipment) 
Private sector development of markets & market information systems 
Privatisation of agri-industies 

Support services to private farmers (extension, mountain farming) 

Business Consultancy services for farmers/agri-business 
Restructuring/privatisation of state services and sectoral businesses 
Programme management/reserve 

1993: "Land reform and land information system": 5 MECU 

surveyor materials for surveyor and cartography computerization 

Technical assistance and training 

1995: "Agriculture and rural development": 10 MECU 

9MECU 
I MECU 

3.1 MECU 
4.1 MECU 

2MECU 

2.6MECU 

3MECU 
4.5 MECU 
2.8 MECU 

3.7 MECU 
1.3 MECU 

This programme has been strongly re-orientated at spring '97 according to the new guidelines of the Minister 

of Agriculture. Among others could be mentioned: 

Agriculture extension services: 

Pilot farms for demonstration: 
Flood assistance: 
EU alignement and policy reform 

1997: "harmonisation of agri-food standards": 3.9 MECU 

This last programme is presently starting and has two components: 
support to Agriculture Ministry 

technical assistance to agri-food enterprises 
2MECU 

1998: Priorities 

The following priorities have been identified for the '98 PHARE programme: 
veterinary and phytosanitary alignment (including border post improvements) 
preparation/ implementation of alignment strategies in other sectors. 
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Annex 5: The veterinary sector 
in Romania 

In a functional analysis of the veterinary sector at 2. The State Veterinary Sector 
least five sub-sectors are to be distinguished. 

2.1 The central veterinary authority of Romania 
is the National Sanitary Veterinary Agency 

1. Veterinary Education and (NSVA), which is part ofthe Ministry of Agri-
Training Sector culture and Food. At central level the agency 

has 3 divisions and directs 41 veterinary 
1.1 Four state veterinary medicine faculties in health divisions at divisional level, 425 vet-

Bucharest, Timisoara, Iasi and Cluj intake erinary inspection offices at district level, 16 
about 350 veterinary students per year. Vet- state veterinary clinics and 2959 veterinary 
erinary training and qualification lasts six offices at community level. In general terms, 
years (12 semesters). The number of gradu- the veterinary services are responsible for ani-
ates annually represent (0 .0015% of the mal health and welfare and public health, 
Romanian population, certainly sufficient to including border controls. 
cover the future needs of the veterinary pro-
fession in Romania. Plans to open two more, 2.2 Veterinary legislation is in the process ofhar-
privately operated, veterinary faculties should monisation. A systematic analysis of the 
therefore be reviewed. Romanian veterinary acquis compared with 

the veterinary measures listed in the EU White 
1.2 No veterinary faculty in Romania has as yet Paper has been carried out. On the basis of 

undergone an evaluation procedure with this analysis, difficulties and problems in the 
regard to the application of EU training existing Romanian acquis were identified. A 
schemes and teaching programmes. legislative calendar was drawn up and con-

elusions reached on priorities, strategies and 
1.3 Possibilities for postgraduate training are technical assistance. However, it seems that 

either by postgraduate studies at the faculties much work has to be done, in particularly to 
or by carrying out veterinary activities at the group the EU veterinary acquis to aid in its 
state veterinary laboratories or within the state easy and meaningful integration into the 
veterinary service for 2 more years following Romanian national acquis. 
graduation. There are also 3 to 6 month cours-
es for state veterinary officials. TAIEX sem- 2.3 As mentioned above, the NSVA is the com-
inars and workshops as well as various Phare petent central veterinary authority for draft-
projects (e.g. Tempus, funded by Phare) sup- ing, executing and enforcing legislation. The 
plement continuous professional development NSVA is headed by a sub secretary of State. 
at present and these activities should contin- The central laboratories, such as the Labora-
ue, particularly on the implementation and tory for Veterinary Diagnosis, the Laborato-
application of the EU veterinary acquis. ry for Food and Field Control and the Control 

Laboratory for Veterinary Diagnosis, all of 
them in Bucharest, also come under the 
NSVA's command. 
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2.4 At district level there are also 41 diagnostic 
laboratories, in particular concerned with ani­
mal health questions, and 41 food control lab-

ANIMO, SHIFT and INFORVET as soon as 
possible. 

oratories; 32 of which have the same address. 2.5 The animal health situation concerning out-
In addition, there are 6 laboratories for the breaks of OlE-List A diseases is satisfactory. 
control of residues. Before a decision is made 
on upgrading and expenditure in this context, 
a detailed analysis and full laboratory 
appraisal could help decide on the future exis­
tence of each of the laboratories. In total 22 
Border Inspection Posts with 35 checkpoints 
are operated under the NVSA- District Vet­
erinary Offices. Only some BIPs will remain 
following the accession of Romania and the 
neighbouring Associated Countries to the EU. 
These veterinary BIPs should be established 
on the land borders with Moldova, Ukraine 
and Serbia, at the ports on or to the Black Sea 
and at the international airports, if consign­
ments of veterinary concern are introduced 
through these points of entry. Pending the 
outcome of the BIP appraisals, the estimated 
number of posts will probably not exceed 12 
to 15. 

The posts do not at present have the necessary 
infrastructure to carry out the physical inspec­
tion of consignments. This component of the 
veterinary checks is therefore carried out at 

However, vaccination of demestic pigs against 
Classical Swine Fever(CSF) is practised. Fur­
thermore, it seems that CSF is present in the 
wild boar population. In the cattle population, 
Bovine Tuberculosis is still a problem, where­
as Bovine Brucellosis was eradicated in 1969. 
Enzootic Bovine Leucosis is currently the sub­
ject of a general action and testing pro­
gramme. Other national control programmes 
exist specifically for Foot and Mouth disease 
(FMD), Swine Fever and Sheep and Goat Pox, 
Equine Infectious Anaemia, Anthrax and 
Rabies. Newcastle disease is controlled by 
vaccination. Surveillance and contingency 
plans have still to be elaborated for the OlE­
List A diseases. 

2.6 The application of EU animal welfare stan­
dards for the keeping of pigs, calves, laying 
hens and laboratory animals, as well as for the 
transport and slaughter of animals in Roma­
nia, is still pending the full implementation of 
corresponding national legislation. 

destination inside the country or at quarantine 2. 7 In the area of public veterinary health, Roma-
stations in the case of imports of livestock. 
The control of imports and transit consign­
ments of veterinary concern into or through 
Romania is managed through a licence system 
by the NVSA. 

Altogether, the State Veterinary Service now 
employs 3500 veterinarians (state veterinary 
officials) while about 3700 private vets pro­
vide public services on behalf of the State. 

A computerised communication network 
within the State Veterinary Service does not 
exist at present. However, the NVSA is inter­
ested in insta11ing EU systems such asADNS, 
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nia's main aim is to concentrate on drafting 
and adopting new national legislation, which 
wi11 take over EU rules; This is the case not 
only for meat, but for all other products of 
animal origin destined for human consump­
tion. Also in this context, CPIHACCP con­
cepts and zoonosis control plans will have to 
be developed. On the other hand, the Roman­
ian residue monitoring and control plan has 
been worked out and approved by the EU. 



3. The Private Veterinary Sector s. The Processing Industry under 
Veterinary Legislation 

3.1 As mentioned above, most private vets also 
carry out official duties. It bas been stated that 5.1 The annual production of milk (4 to 5 mio t), 
at present veterinarians in Romania have no meat (1.1 mio t) and fish (59.000 t) have now 
difficulties finding employment. To carry out stabilised fo11owing several years of dec1ine 
private veterinary activities, authorisation arid after independence. 
a licence is needed. The licence is issued by 
the district administration, fol1owed by an 5.2 However, the privatisation of the former state 
authorisation delivered by the state adminis- operated enterprises is slow and foreign 
tration. investments seem to be low. This results in 

outdated industries, which will require sub-
3.2 As a veterinary chamber does not exist, the stantial investment for modernisation and 

Veterinary Association of Romania is the pro- upgrading to reach the EU hygiene and tech-
fessional body which has now applied for nical standards as laid down by the relevant 
observer membership of the Federation ofVet- directives on meat, milk, fish, eggs and aU 
erinarians of Europe (FVE). other products of animal origin or for use on 

animals. At present, only 8 meat enterprises 
3.3 A new law on private veterinary activities is (poultry and game) and 19 dairy plants have 

due to enter into force, facilitating further been approved as fulfilling EU standards. 
progress in the privatisation of the veterinary 
profession. The outcome of this should be 5.3 With regard to their own obligations towards 
monitored quite closely because it could also quality and product safety, the industries will 
have an effect on consumer protection and have to apply CP/HACCP concepts as well as 
animal health and welfare. good manufacturing/good laboratory prac-

tices where appropriate. 

4. Livestock Sector 
6. Conclusion 

4.1 At present, there is no general national animal 
identification or herd registration scheme. Without any doubt, agriculture is very important for 
However, when animals are moved within the Romania's development and its becoming a member 
country or for export, they need a veterinary of the EU. The veterinary sector is heavily involved 
movement certificate and are identified. in this process. However, a comprehensive legisla-

tive framework sti11 needs to be established, before 
The domestic herd comprises about 3.4 mio application and enforcement can have a positive effect 
bovines, 8.3 mio pigs, 10.3 mio sheep/goats, on the present situation. This has itself been influ-
80 mio poultry and 810.000 equines. enced and impeded in recent years by instability of 

output and production, despite more recent improve-
4.2 A national animal health trust fund does not ments. Massive upgrading and funding of the infra-

exist at present; support for the creation of structure of both industry and administration (for 
one is definitely sought by Romania. application and enforcement purposes) are required, 

otherwise the free movement of agricultural goods can 
neither be achieved nor maintained. 
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