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AGRARIAN ECONOMY AND RURAL DEVELOPMENT - REALITIES AND PERSPECTIVES FOR ROMANIA

CONTRIBUTION OF AGRICULTURE TO NATIONAL ECONOMIC
DEVELOPMENT

OANA CAMELIA IACOB', ANA-MARIA VOLINTIRU?, AUREL MARIN?

Abstract: At national economic level there is a fierce co mpetitivity, exp erienced more and more p erhaps due to the
crisis. Functionality of the economy has been a challenge that many have failed to honor, but at least led us to try to.
The chance to succeed was related to everyone's desire to ensure durability. This article is to demonstrate the need to
develop agricultural policies in rural areas, but measures to encourage private initiatives are also included in order to
satisfy ¢ ompletion of measures o n the farm and t o pr ovide al ternative e mployment oppor tunities f or t he r ural
population. I mprovement of t he pov erty status of t he popul ation e mployed i n agr iculture, de velopment of
entrepreneurial initiative and increasing economic competitiveness leads to a harmonious development.

Keywords: agricultural policy, productivity, rural development.

INTRODUCTION

Romanian e conomy a fter 1989 w ent through a prolonged p eriod of transition which has
had negative effects on all sectors. This transition period was a continuous process which attempted
to seek solutions to the country's economy to become functional, search that had different economic
and technical means, depending on the programs of political parties succeeded in power.

Based on pr ovisional data of 2010 G eneral A gricultural C ensus, of the 23.8 million ha
representing R omania's total a rea, ut ilized a gricultural areain farmsisabout 13.3 million ha
(55.9%), of which about 8.3 million ha is arable land. By use arable land covers about 62.5% of
agricultural land; cereals and oilseeds occupy about 80% of arable land (see table no. 1).

Table no. 1.
Land resources by use in Romania (thousands ha.)
Specification 2007 2008 2009 2.0 10. 2010
beginning end
Agricultural area, of which: 14.709,3 | 14.699,3 | 14.684,9 | 14.690,1 13.298,0
Arable 9.423,3 9.415,1 | 9.422,5 9.417,7 8.305,0
Pastures 3.330,0 3.330,0 | 3.313,8 3.3432 4.494.0
Meadow 1.531,4 1.532,4 | 1.528,0 1.521,1
Vineyards and vine nurseries 218,0 214,5 215,4 209,8
1
Orchards and tree nurseries 206,6 207,3 205,2 198,3 3170
Family gardens™** - - - - 182,0

Source: www.madr.ro

The ratio of arable 1 and and popul ation means that every citizen of R omania represents
about 0.41 he ctares of arable land, value superior to many European Union countries and almost
double of the EU27 average, which is 0,212 ha per capita. After accession, Romania shall ensure a
high degree of convergence of national agricultural policy measures with the community, with some
bilateral pe rmitted e xceptions a nd s ubsequent a pprovals. R omania op ted t o i ntroduce di rect
payments scheme per hectare and per animal (SAPS), introduced after accession and to be applied
in3to5 yearsinorderto preparethe required C ommunity d emands required for the gradual

'Ph. D. Student, Valahia University, Targoviste, Romania, ioanabaghi@yahoo.com
2Ph. D. Student, Valahia University, Targoviste, Romania, anavolintiru@gmail.com
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introduction of the single farm payment s cheme (SPS) w hich will later be generalized, since by
2013 a further CAP reform is expected.

The LEADER program aims to introduce a new approach to rural development planning,
bottom-up, integrated, which builds on i1 dentifying local needs and developing local development
strategies that combine one or more priority objectives: competitiveness and quality of life.

Payments for market support and rural development have been fully allocated in the first
year after accession, in the form of reimbursement of actual expenditure by the paying agencies (if
these expenditures are made).

Financial pa ckage c onsisting of allocations from t he E uropean U nion and t he N ational
State Budget, set for Romania, spread over a period of 10 years (Euro 1766 million) was allocated
in ascending percent since 2007 (25%) until 2016 (when the full amount may be spend) .

The latest official information reveal that the total budget allocations for Romania from the
EU budget for 2007-2009 totals approx. 30 billion, of which agriculture accounting for over 40 %
(about 12 million Euro)®.

These values will be supplemented with considerable additional amounts from the national
budget. Aid will continue by supporting measures initiated by the Farmer Program, which provides
funding m odalities a nd i nvestment i n f arms f or a bsorption of amounts and extension of the
SAPARD program in mass farm to form a viable commercial sector, as well as the foundations of
the future legal framework for creating Houses for Rural Credit.

Due to the excessive number of subsistence and semi-subsistence households, which can
only be financed selectively in the future, it is necessary to accelerate the formation of producer
groups to focus on the allocation of small areas to invest in modernization’.

Economic fluctuations in Romania

The agricultural sector used to occupy a relatively high percentage during the transition to
a market economy. The contribution of agriculture, after a decade of transition (1990-2000) to total
gross value added declined from 23% in 1990 to 12.1% in 2000. Amid a major expansion of the
services s ector and revival of industrial pr oduction, t he ¢ ontribution of a griculture to GDP has
declined ¢ ontinuously. Int he years of s ustained e conomic gr owth ( 2000-2008), R omanian
agriculture reached a maximum weight of about 14% of GVA in 2004; this year was considered an
exceptional c rop year. B etween 2000 -2009, i n R omania t he popul ation e mployed in a griculture
decreased by 41.1 %, similar to that of other EU countries, which have a relatively high share of
agriculture in G DP. D ecreasing w orkforce i nput 1 ed t o r educed utilized a gricultural area. T hus,
annual f luctuations i n agricultural pr oductivity were r ecorded duet o ¢ hanges o fa gricultural
production instability strongly influenced by climatic conditions. Calculated as gross value added
(GVA) per annual work unit (AWU), productivity in agriculture, compared to the EU27 average is
significantly low er ( see table no. 2). Year 200 0 was ch aracterized by a de cline i n agricultural
production, agricultural productivity in Romania being 25.2% in the EU-27 and in 2009; the best
year was 43.2% . Such os cillations are also observed in ot her ¢ ountries ( Slovakia, Greece). One
significant problem is our position towards the EU, even during favorable agricultural productivity
years, at a level below 50 % of the EU-27 average.

* Marcutd, L., Marcutd, A., Tindeche, C., Analysis of R omanian G DP dur ing c risis, 20th I nternational E conomic
Conference - IECS 2013, ,,Post Crisis Economy: Challenges and opportunities”, Sibiu, Romania , mai, 2013

5 Zahiu, L. Agricultura Uniunii Europene sub impactul Politicii Agricole Comune, Editura Economica, Bucuresti, 2006,
p.155
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Table no. 2
Position of agriculture in some of the EU countries
Share of agriculture Share of Agricultural GVA
(including hunting employment in | Dynamics of per person
and fishing) agriculture in employment employed in
industry in total total employed | in agriculture | agriculture (EU-27
GVA population =100%)
2000 2009 2009 2009/2000 2000 2009
UE-27 2.4 1.6 5 -24.9 100 100
Share of agriculture
in GVA> 3%
Romania 12,1 7,0 23,4 -41.1 25,2 43,2
Bulgaria 13,6 5,6 10,7 -48.1 51,9 59,4
Slovakia 4,5 3,9 3,8 -42.5 109,9 256,1
Poland 5,0 3,6 14,0 -11.3 47,3 51,6
Lituania 6,3 3,4 10,4 -21.1 60,3 55,5
Latvia 4,6 3,3 9,4 -38.2 35,1 53,5
Hungary 5,4 33 11,0 -34.8 56,5 60,6
Greece 6,6 32 12,0 -2.6 132,8 79,4

Source: www.insse.ro

Romanian economy performance was influenced, from the supply perspective, by four key
factors®: existence of an important s ector of ¢ hronically i nefficient ve ntures, unde rutilization or
complete de mise o f ma ny ma nufacturing capabilities, undercapitalization of a 1arge part o f the
viable economy segment, high taxation.” These factors also apply to the agriculture and causes low
efficiency of production. V ariability of weathering a fter 2000 1 ed to a change in the a gricultural
production under the low level of modernization of the sector (lack of irrigation, flood protection
system failure). These changes are most prominent at the GVA of agriculture to GDP growth (see
Fig. No. 1).

Indices of total GDP, GVA from agriculture (including hunting and forestry) and agricultural production
(volume indices) from 1991 to 2010
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* Preliminary autumn forecast, the National Weather, 6 Sept.2010
Source: www.insse.ro, time series and other NIS

® Dobrescu, E., Albu, L., Dezvoltare duarabild in Romdnia. Modele si scenarii pe termen mediu si lung, Editura Expert,
Bucuresti, 2005, p.280

7Gheorghiu, A., G heorghiu, A., S panulescu, 1., Target market r isk e valuation, Proceedings o f't he I nternational
Conference on Econophysics, New E conomics & Complexity - ENEC-2009, Editura Victor, Bucuresti, 2009, [ SSN
2065-2550, p.113
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There is a low supply of crop products on the domestic market, where the biggest gap is in
fruits and vegetables supply. In 2009, due to the crisis that reduced the consumption of vegetables
and canned vegetables to 50% of the total, 40% in 2008 and 42.5% in 2004. A fter 1990, the small
subsistence f arming s ector r esisted t hanks t o t he s tructure of t he ol d r ural hous eholds. Large
companies hol d an important r ole in the dom estic ma rket a nd increase of fa rms he y. These
companies may | ead t o a dvantages in t he pr oduction of pigs, 1ivestock, grain and oi Iseeds, e tc.
Peasant households are not excluded from the market, producing mainly for own consumption; they
do not meet the acquis in terms of marketing.

Employment in agriculture declined between 2000-2009, measured in annual work units;
however, this e quivalence doe s not r epresent r eality i n ¢ mployment i n a griculture. T he 1 arge
number of people in agriculture is evident if considering working population in agriculture holdings
in E uropean e conomic size uni t. In 2007, a q uarter of Romanian population carried work in
uneconomic size holdings. Reduction of employment in agriculture is interrupted in 2009 b ecause
of the crisis, so we face the same situation in 1990 where agriculture is an occupational damper. In
the first three quarters of 2010, data from the INS releaved a decreasing number of employees as
well as the une mployment r ate. In the S outh-West O Itenia, M untenia S outh and N ortheast, t he
employment rate tends t o increase s lightly , while in Bucharest 1 abor force is absorbed by the
service s ector. A gricultural production has not been outstanding as a result of what happened in
2000-2008 b y r eduction in a gricultural e mployment a nd t hen its increase by seasonal 1 abor in
response to crisis events.®

Meeting the food needs of the population depends not only upon food availability but also
on the existence of solvent demand of the population (see table no. 3).

Table no. 3.
Average annual consumption of main food of plant origin, per capita
Specification MU 2006 2007 2008 | 2009

Cereals and cereal products:

- in grain equivalent kg 2079 | 2069 | 204.0 | 200.8

- in flour equivalent kg 1573 | 156.0 | 154.1 | 151.7
Potatoes kg 97.4 96.1 99.5 93.1
Vegetables and vegetable products (equivalent
fresh vegetables), legumes and watermelons kg 181.7 | 164.1 176.0 | 168.2
Fruit and fruit products (fresh fruit equivalent) kg 83.2 67.8 62.9 62.3
Sugar and sugar products (refined sugar
equivalent) kg 29.0 24.9 23.2 25.8
Vegetable fat (gross weight) kg 15.4 13.8 14.6 16.0

Sursa: www.insse.ro

After Romania joined the EU, CAP mechanisms apply in agriculture, providing a mixture
of s tructural adjustment policies required t o comply with Community requirements, t aking i nto
account national peculiarities. But Romanian agriculture was far from the EU's objectives in terms
of cost competitiveness and development of services in rural areas.

CAP is based on two pillars: Pillar 1,1 ncluding market m easures aimed ats eeking
population food security and food safety, supply-demand adjustment, growth and income stability
for fa rmers, and Pillar 2 , w hich i ncludes m easures for restructuring a nd m odernization of
agriculture a nd agro-food s ector i n ¢ onnection with t he e conomic d evelopment of rural areas,
sustainable m anagement of natural resources, e conomic and social cohesion and welfare of rural
inhabitants. T he process of globalization and trade | iberalization trend that r equire i nternational
competitiveness of agriculture to face tough competition in international markets, the energy crisis ,

¥ Dachin, A., Contributii ale agriculturii la fluctuatiile economice in Romdnia. Economie teoretici si aplicatd, Volumul
XVIII (2011), No. 1(554), pp. 154-165
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which has worsened and global climate change affecting agriculture’ . The European Union has
established uniform strategic line s f or a Il M ember S tates ta king into account s tructural and
economic di fferences between the old M ember States (EU-15) and the new M ember S tates (EU
10+Romania and Bulgaria) undergoing a transition in the way to full integration into EU structures.
In R omania, direct s upport from the C ommunity allocated to farmersis based on "Single A rea
Payment Scheme" (SAPS), designed to move gradually towards "Single Farm P ayment S cheme"
(SPS) introduced in the EU-15 since 2005-2006. "Complementary national direct payments " (top-
up mechanism)is a lso a pplied within SAPS, providing supportt o supplement a gricultural
production by targeting the local market consolidation requirements by up to 30 % of the amount
allocated by the Community. M oving from S APS to SPS is appropriate for R omania in terms of
rapid f ormation of a br oad s ector of m edium f arms a nd s mall f armers a ssociation t o pr event
excessive ¢ oncentration of pr oduction i n 1 arge e nterprises, a bandonment of r ural a reas foran
increase of external workpower drain. New CAP reform, which applies after 2013, will change the
current m echanisms b y t argeting expenditure towards r ural d evelopment, a iming t hereby at
increasing i nvestment i n alternative eco nomic a ctivities. S upporting agriculture will r ely o n
financing investment projects that lead to accountability applicants for EU and national funds.

Projects w ill follow objectivesr elatingt o com plex econom ici nterests of r ural
communities, aiming a t bui lding f acilities f or processing a nd f orms of a ssociation f or j oint
marketing of agricultural products.

Switching t o the allocation of pa yments per farm s hould be an incentive for e conomic
development rather than social support for farmers who do not produce for the market. Application
of CAP requirements in Romania is done by the Ministry of A griculture and Rural Development,
together with its regional s tructures, w hile management of funds to support a griculture is done
through the A gency for Payments and Intervention in A griculture (APIA) and the Paying A gency
for Rural Development and Fisheries (APDRP). APIA makes direct payments for market measures
and state aid from the European Agricultural Guarantee Fund (EAGF) as well as from the European
Agricultural Fund for Rural D evelopment ( EAFRD) budget, a nd a dditional a mounts from t he
national budge t are added t o t hese funds. E AFRD m akes payments f or pr ojects a nd financial
support unde rt he National R ural D evelopment P lan (RDP)a ndt he P lan for F isheries an d
Aquaculture ( PNPA), a pproved b y t he E uropean C ommission f or 200 7-2013. E AFRD f unding
aimed at both e conomic de velopment and e nvironmental protection m easures. There are al ot of
agricultural policy measures applied in Romania in 2007: the single area payment scheme, national
complementary payments per hectare and per animal, various forms of support for market measures
- intervention. T he a pplication of di rectp ayments s cheme in Romania ( SAPS)a ndt he
complementary n ational di rect p ayments ( PNDC) fol lows the accomplishment of s ustainable,
competitive m arket dr iven farming. A llocation of di rect p aymentsi s s ubjectto compliance
requirements o f good agricultural a nd e nvironmental pr actices, complementary to s ome actions
supported by Pillar 2 on the environment. Combination of market mechanisms to direct payments
and rural development measures aim at the development of the rural economy.

Romania i s e ntrusted with t he s um of 101 694 000 E  uros f or E uropean E conomic
Recovery P lan, w hich c omplements the budget allocated by the European A gricultural Fund for
Rural Development (EAFRD) to support investments in energy, climate change, modernization of
the dairy sector, water resources management, renewable energy and biodiversity.

? Burghelea, C., Craciun, L., Molanescu, A., G., Goals of the national agricultural policy, International conference,
Fifth ed ition, E cological p erformance in a co mpetitive ec onomy, B ucharest, P roceedings Supplement of “Quality-
Access to Success” Journal, ISSN 1582-2559, Vol. 14, S1, March 2013, p.315
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CONCLUSIONS

In 2007-2013 the amount allocated from the EU budget for agriculture, rural development
and fisheries is over 13.5 bi llion Euros, of which 39.29% for the single area payment, 1.77% for
market m easures, 57.29% for rural de velopment and 1.65% for the fisheries sector'®. Of the 7.5
billion allocated by the EU to Romania in 2013 for rural development, 45% are provided to finance
competitiveness of a griculture a nd f orestry. Measures unde r A xis 2 f unded t hrough A PIA,
supporting disadvantaged areas or agro-environment payments have a much higher level of access
to t he m easures out lined a bove. B etween 200 7-2013, unde r A xis 2 financial r esources w ere
allocated for measures for the sustainable use of agricultural land.

Measures included within RDP A xis 3 aim at at tracting ex isting r esources as na tural
resources on which businesses can emerge and de velop in rural ar eas, but m easures ar e al so
included aim to encourage environmental initiatives to comply with measures of the farm and to
provide a lternative e mployment oppo rtunities for t he rural popul ation. This a xis w as de veloped
primarily t o he lp i mprovement of t he pove rty of't he popul ation e mployed i n a griculture,
development of entrepreneurial initiative and increase e conomic competitiveness in rural areas, as
well as infrastructure de velopment. LEADER program is an important component of the National
Rural D evelopment P rogramme ( Axis 4) , w hereas a ims t o ¢ reate t he de sign a nd ¢ onduct of
strategies and s ustainable r ural de velopment projects. Romania is impl ementing the LEADER
program in the timeframe between 2007-2013. In preparation for implementation of the program,
120 sub regions were shortlisted from 37 districts, their representatives being trained for constructor
of partnerships, local development strategy, territorial action plan etc.
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