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The purpose of the paper is to determine whether after joining European Union, Romanian
agriculture became more competitiveness on Unique Market. Romania need significant financial
help to solve various structural problems, one of the main problems being the low competitiveness
in attracting European funds. Taking all the aspects into consideration, this paper trying to
develop an objective analysis of the current state of Romanian agriculture competitiveness, by
means of pertinent data and statistics. Competitiveness increase, not only in agriculture, has
become a primordial framework of the economic development strategies of most world countries.
Agriculture can be an important asset for Romania, in the battle to become more competitive to
the European level. Romania should win the market share and increase its exports to the EU
market. According to European officials, Romania should find gaps on an already competitive
market or to become competitive on new markets.
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1. Introduction

The year 2007, when Romania joined the European Union, marked the beginning of a new era in
the agricultural and rural development economics of the country. Romania had to adjust rapidly to the
agricultural economics in order to join the European Union internal market and to adopt entirely the
Common Agricultural Policy.

The European model of agriculture is based on a competitive, market-oriented sector, which at
the same time meets the requirements of other public functions, such as protecting the environment,
providing more convenient residential estates to the people from the rural areas as well as the agriculture
integration in the environment and forestry.

The Common Agricultural Policy [Hera,2004]moves its focus from the direct subsidies in
agriculture to the integrated development of rural economy and to the environment protection.

Romanian rural economy mainly dominated by agriculture, is still insufficient integrated into the
market economy. The Romanian manufacturer should act in accordance with the existing economic reality
on the world and national level, to apply the technical and economic methods which should provide
stability and economic efficiency. The manufacturer has to produce in accordance with what is required
on the domestic and international market and to respond promptly to the consumer needs.

Due to its favorable geographical conditions, climate, fertile soils, besides the qualified work
force, the rural population’s dedication to land and animals, an appropriate institutional administrative
system, can turn Romania’s agriculture into an attractive and profitable domain.

Romania has an agricultural capacity of approximately 14,7 million hectares, of which only 10
million are used as arable land. A part of these hectares are not used. Agriculture summed up about 6% of
GDP in 2007, down from 12.6% in 2004. As of August 2009, approximately 3 million Romanians (close to
30% of the country's workforce) are employed in agriculture, compared to 4-5% in other Western
countries. Mechanization is comparatively poor, with one tractor available for every 54 hectares, while the
EU average is one tractor for every 13 hectares. Approximately 170,000 tractors exist in Romania, of
which about 80% are aging or obsolete.
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The main problems encountered by Romanian agriculturists are a lack of major investments in
agriculture, [Pop,2004] due to difficulty in accessing available funds, fragmentation and erosion of soil,
property-related lawsuits and obsolete technology.

2. General presentation of the Romanian agriculture

Agriculture is one of the most important branches of Romania’s economy, on national level.
Agriculture, forestry, fishery’s contribution to the Gross Domestic Product is about. 9.7%, while their
contribution in the GDP of other EU countries is approximately 1.7%. The decreasing of the agriculture
weigh in GDP was due to the entry into the normal track of the market economy and development of other
national economy branches, especially services, which reached a weigh of approx. 50% of GDP, industry
and construction which represented about 24% and 7.4% of GDP in 2006.

The ratio of the country’s arable land area to the number of people shows that each inhabitant
receives about 0.42 hectares of arable land, value which is higher than the values of many European
countries and almost twice the European average which is only 0.236 ha / capita.

One third of the country's employed population works in agriculture, which places Romania over the
average of 5.9% of EU’s 27 countries. All these considerations place Romania among the countries that
have a higher agricultural potential[Semper,2007].

The competitiveness improvement program of food products provides the financial support from
the state budget, up to 75% on investment expenses in quality but less than 50,000 Euro / project, to the
following projects of the processing units in food industry:

- implementation and certification of quality management systems and / or environmental
managementsystems;

- staffing and / or improvement of testing and calibration laboratories, as well as their
accreditation when required;

- Registration and protection of the Romanian marks’ external market, patents of invention,
designs and industrial models.

Table 1. Cereal, fruit and vegetable production: (thousands of tons)

[Production year|[2000|[2001/[2002/[2003/2004/2005|2006|2007|2008| 2009|2010 2011]
[Wheat 144347735]14421][2479]7812]7340]5526 |[3044 7181|5202 |[5587 ||[7192 |
[Potatoes 1346913997 40773947 ||4230 |[3738 4015 3712|3649 |4004 |[3258 | 4113 |
[Sunflower 1720 |[823 |[1002][1506][1557][1340][1526]|)546 |[1169][1098][1264]|[1864]
[Tomatoes |- ]les1 |j658 |j818 |jgos |[379 ||571 |[407 |[536 |[470 |[414 |560 |
|Apples |- |ls07 |l491 |j811 |j1097]j611 |)579 |[472 |[455 |[513 |[543 |[624 |

Source: [National Statistics Institute]

Regarding the Romanian farms, subsistence and semi-subsistence farms are commonplace in
Romania (99% of total holdings); market participation is rather limited, due mainly to transaction costs,
poor quality and non-pecuniary benefits of consuming own-produced food.

Irrigable area in Romania represents 9% of total arable land, while the irrigated area is much
smaller at 1%; flood irrigation, which is water-intensive, is predominant in Romania (57% of the total).

3. Romanian agriculture position in Europe

Although declining in the last 20 years, agriculture in Romania still has a much higher share in
GDP compared to some countries in the region, especially Poland and Hungary.

Romania considers the CAP implementation important due to its effect on the business
environment of the agricultural and food sector and upon the administrative system. We consider
necessary to ensure the continuity and predictability of the European agriculture as well as its financing to
enable Romanian producers to meet the CAP requirements and cope with the competition.

In accordance with the CAP principles and the European rural areas development it is necessary
to ensure for Romania the following aspects: adequate income for farmers, the specificity of rural areas,
employment in rural areas, avoidance of rural areas depopulation, maintaining local traditions specificity,
strengthening the CAP objectives on food security.
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Figure 1. High profile of agriculture within GDP
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Despite its high visibility, agriculture provided little support to overall economic growth in the
last 10 years; high dependence on weather conditions drastically limited its contribution to GDP
formation in Romania.

Figure 2. Contribution of agriculture to GDP - yearly average 2001-2010
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Romania ranks fifth in the EU27 by total arable land area; in 2010, Romania was among the
world’s top 10 corn producers with more than 9mn tons - weather conditions were favorable.

Figure 3. Arable land
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If productivity in Romania were similar to that in France, maize production would stand at
around 20mn tons and the wheat crop at about 15mn tons.
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Figure 4. Arable land per 1000 inhabitants
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In the context of globalization and of European Union’s continuous expansion, Romania advocates
for the continuation of the European model of agriculture, able to produce sufficient, diversified, and good
quality food products, at cost-effective prices for most consumers[Popescu,2005]. Nevertheless our
position is at the same time in favor of increasing the European agriculture competitiveness.

4. Romania’s competitiveness in drawing on European funds

Agricultural expenses are financed by two funds that are included in the EU’s general budget,
namely the European Agricultural Guarantee Fund (EAGF), which finances direct payments to farmers and
regulatory measures of agricultural markets, such as interventions and export refunds, while the
European Agricultural Fund for Rural Development (EAFRD) finances rural development programs of the
Member States. These two funds were created according to the Regulation of the Committee on 2005
regarding the common agricultural policy financing, which set a unique legal framework for financing the
expenses according to CAP.

According to the basic rules regarding the CAP’s financial management, the Commission is
responsible for managing the EAGF and EAFRD. However, the Commission does not normally make
payments directly to the beneficiaries. According to the principle of joint management, this task is
delegated to the Member States acting in turn through the 85 national agencies and regional payments.
Before these payment agencies can request funds from the EU budget, they must be accredited on the
basis of certain criteria established by the Commission.

However, these payment agencies are not liable for the payments to the beneficiaries. Previously
they should make sure, acting individually or through delegated bodies, that applications for funding are
eligible. Several checks that are to be performed are listed in CAP’s various sectorial regulations and they
are different from one sector to another.

Costs incurred by payment agencies are then reimbursed to the Member States by the
Commission monthly in case of EAGF and quarterly in case of EAFRD. However, such reimbursements are
subject to subsequent correction which the Commission may make in the checking accounts procedures.

For the rural development sector, Romania received financial support for 2007-2013
programming period, from the European Agricultural Fund for Rural Development (EAFRD), amounting to
8.02 billion Euros.

Over 991 million euros are available for the agricultural holdings modernization due to grants
that can be accessed beginning with this year.

Despite the fact that the applicants have submitted enough projects until 2013 to cover twice the
available amounts, due to the complicated procedures, bureaucracy, lack of information and
communication, unqualified advice agencies only 241 projects have been approved, out of which only 190
received the finance signature.

For 2007 - 2009 the maximum amount of public financing was 1,000,000, EUR. The maximum
eligible amounts of a project not exceed 2,000,000 Euro.

For 2010 - 2013, the maximum value of public financing was 800,000 EURO, and the grant weigh
was up to 40%. The maximum eligible amount of a project will not exceed 2,000,000 Euro.
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The maximum amount of public financing can worked out at 1,200,000 Euros, with a grant weigh
of maximum 40% for projects that include investments for production and use of renewable energy. The
maximum eligible amount of such a project was 3,000,000 Euro.

The programs initiated after 1 January 2007 should bring 35 billion euros to Romania during
2007-2013 community budget period. They are structural and cohesion funds - totaling some 19 billion
funds for rural development, agriculture and fisheries - working out at around 14 billion euros, and
several smaller programs for the so-called Schengen facility or transition facility for the money left.
Moreover, Romania received in 2007, 2008 and is expected to receive in 2009 from the community budget
funds through programs that began before Romania’s access to the famous PHARE, ISPA and SAPARD.

If a member country does not spend the money from the Structural Funds mentioned in the
Community budget within a year, the money can be spent in the coming years. The projects accomplished
due to European money can be carried out in several steps which may take 2 or 3 years. Therefore, a
project approved in 2008 receives the money until 2011.

The programs initiated after 1 January 2007 should bring Romania 35 billion euros in 2007-2013
Community budget. There are structural and cohesion funds - totaling some 19 billion fund for rural
development, agriculture and fisheries - working out at around 14 billion euros, and several smaller
programs for the so-called Schengen facility or transition facility for the rest of the money. Moreover,
Romania has received from the Community budget funds through programs begun before joining the EU
in 2007, 2008, 2009 the famous PHARE, ISPA and SAPARD.

The seven Sectorial Operational Programes, which share the money from the Structural Funds
have registered substantial delays and the way projects have to follow is full of various hindrances.

The total amount of Structural and Cohesion Funds granted to Romania (2007-2013) is 19.668
billion Euros, out of which 12.661 billion will be allocated through the European Structural Funds to
accomplish the Convergence objective, 6.552 billion euro are allocated through the Cohesion Fund, and
0.455 billion will be allocated to the "European Territorial Cooperation” objective, as shown in the
following table:

Table 2. Total amount of Structural and Cohesion Funds granted to Romania

Transport Human
Competitive- P . . Technical Resource | Administra-
OoP Infrastruc- | Environment | Regional . . .
ness ture Assistance | Develop- | tive Capacity
ment
% 13,3 % 23,8% 23,5% 19,4 % 0,9% 18,1 % 1,1%

Source: [www finantare.ro]

For 2014-2020, Romania is facing the risk of decreasing the funds allocated by EU.

Romania could attain the average level recorded by the European Union two years ago, in more
than 12 years. This aspect will be accomplished only if the nearly 20 billion euro of the European funds
are fully assimilated, according to the National Strategy for Sustainable Development of Romania (NSDS).

Conclusions
Despite Romania’s great agricultural potential, the agricultural products processing capacity is
low because of the outdated technologies. The high fragmentation of the cultivated land in small parts is
another obstacle for agricultural development. The low economical potential of small farms and their
inefficient management determined the underdevelopment of the agricultural products processing sector.
Romania must quickly adapt the agricultural economy and rural development for a better integration on
the Unique Market, using the European funds.
What is happening in Romania?
= Agriculture in Romania still has a much higher share in GDP compared to peer CEE or Eurozone
countries (around 7% of GDP in Romania, 4% in Poland and Hungary, 2% in France)
= Agriculture provided little support to economic growth in the last 10 years, due to extremely high
dependence on weather conditions and the poor equipment base of the local holdings
» Romania ranks fifth in the EU27 by total arable land area; in 2010, Romania was among the world’s
top 10 corn producers with more than 9mn tons - weather conditions were favorable
*  Productivity in agriculture should converge towards Eurozone standards, Romania must double its
agricultural output, triple its exports of food products and feed up 4 countries like Romania
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= Subsistence farms are commonplace in Romania, the land ownership is atomized; the main
weaknesses of subsistence and semi-subsistence farms remains the limited investment capacity and
poor orientation to consumer markets

= The absorption of EU funds remains an opportunity mainly for large players, while subsistence farms
have the alternative of merging their land plots into large agricultural holdings to be able to access EU
funds, government support schemes, banking products and other opportunities of the market
economy.

Regarding European funds, there are some key aspects that could have a positive effect on the
absorption rate: increase transparency of the entire process, the decrease of bureaucracy, improved
financial motivation of the staff involved in the management of EU funds, better coordination between
national and European institutions.

To survive in international competition, Romania should gain a market share and increase
exports to the EU market. According to European officials, Romania should find gaps on an already
competitive market or to become competitive on new markets.

Agriculture is very important for the regional economy, and Romania should find his own way in
the European Union agriculture.
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