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1. INTRODUCTION 

1.1. Historical data 
 
The name ‘Romania’ derives from the Latin adjective romanus and has been used officially 
to designate the territory of the present-day State of Romania only since the 19th century. 
Before then the principalities with a Romanian population were known as Wallachia and 
Moldavia. 
 
The borders of modern Romania encompass most of the ancient land of Dacia. Romania 
came into being when the principalities of Wallachia and Moldavia united on 24 January 
1859, becoming independent in 1877. The country expanded after World War I, when 
Transylvania, Bukovina and Bessarabia were incorporated. Some of Romania’s territory was 
subsequently ceded to the Soviet Union after the war and today falls within the Republic of 
Moldova and within Ukraine, which also acquired Serpent Island (Insula Şerpilor), the only 
island situated in the open sea off the western coast of the Black Sea. Following its defeat 
in World War II, Romania became a Communist nation in the orbit of the Soviet Union. 
 
In 1948 the monarchy was abolished and the People’s Republic of Romania was proclaimed. 
Disagreements with the Soviet Union during the 1960s, mainly over economic matters, led 
to an independent foreign policy and, in 1965, to the launch of the new constitution of the 
Socialist Republic of Romania. The dictatorship of President Nicolae Ceauşescu began in 
1965; it came to an end in 1989 following a popular uprising. Since then Romania has been 
a democratic country, its constitution modelled along western lines. 
 
Romania joined NATO on 29 March 2004, along with Bulgaria, Estonia, Latvia, Lithuania, 
Slovakia and Slovenia. The country became a member of the European Union on 1 January 
2007. 
 
Romania is subdivided into the regions of Dobrogea (in the south, bordering on the Black 
Sea), Moldavia (in the east, bordering on Moldova), Transylvania (in the north-west) and 
Wallachia (south of the Carpathian Mountains and north of the Danube). 
 
Fig. 1: Political map of Romania 

 
Source: www.mapsofworld.com 
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1.2.  Geography 
 
Romania is situated in south-eastern Europe, in the area known as Danubian Europe, 
adjacent to the Balkans. The country shares borders with Ukraine and the Republic of 
Moldova in the north-east, with Hungary and Serbia in the west, and with Bulgaria in the 
south. Romania also has 244 km of coastline on the Black Sea. Much of the Romanian 
border with Serbia and Bulgaria in the south and south-west is formed by the River 
Danube. One tributary of the Danube, the River Prut, forms the border with the Republic of 
Moldova in the north-east; the mouth of that river at the Black Sea also marks the border 
with Ukraine.  
 
The Carpathian Mountains dominate much of Romania, especially in the north-west, where 
they describe a horseshoe shape with peaks of up to 2 500 metres, the highest being 
Moldoveanu Peak at 2 544 metres. The area outside of the arc formed by the Carpathians 
opens out into plains through which the country’s largest rivers flow. These rivers have 
carved out the historical regions: Wallachia stretches to the south; in the south-east is 
Dobrogea, the coastal region on the Black Sea; in the east is the Moldavian Plain; the 
Pannonian Plain extends to the west, broadening out towards the Serbian border. Besides 
the Danube, Romania’s most important rivers are the Mureş, the Argeş, the Someş and the 
Siret. 
 
The main cities are Bucharest, Iaşi, Braşov and Timişoara. 
 
Fig.2: Physical map of Romania 
 

 
Source: www.mapsofworld.com 

1.3.  Demographics 
The population, 88% of which consists of ethnic Romanians, numbers some 23 million and 
has a density of 95.46 inhabitants per km2. The remainder is made up of minority ethnic 
groups including Nomads, Magyars, Ukrainians, Tatars, Jews, Croats, Russians, Bulgarians 
and Serbs. The urban population amounts to some 58% of the total. The country’s 
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demographic trend, in constant decline since the end of the 1980s, has been greatly 
affected by migration as well as by natural developments, both negative in recent years. 
 

Fig. 3: Demographic trend (1999 - 2010) 
 

 
Source: Our calculations based on Eurostat data 

 
The Romanian population, in decline for more than 30 years, has a negative natural growth 
rate (-0.4%) and high infant mortality. The urban population has increased steadily since 
1948 (roughly 58% of the total nowadays). 
 

Table 1: Rates of population change by natural and migration components - 
EU27 and Romania 

 

Rate of population change 
natural change net migration total change 

 2000 2007 2008 2000 2007 2008 2000 2007 2008
EU27 0.6 1 1.2 1.5 4.2 3.1 2.1 5.2 4.3

ROMANIA -0.9 -1.7 -1.5 -0.2 0 0.1 -1.1 -1.7 -1.4

Source: Eurostat 
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2. OVERVIEW OF THE ECONOMY  
 
According to the most recent data, Romania’s gross domestic product (GDP) shrank by 
around 7% in 2009, while estimates for 2010 predict a slight rise (+0.5%). The uncertainty 
is largely attributable to the global recession which has followed on from the most acute 
phase of the economic crisis and led to a substantial downturn in trade and manufacturing 
output. 
 
The impact of the crisis on individual sectors of the economy appears to be asymmetrical, 
although there are some common features: a drastic fall in demand, increased borrowing 
and volatility in the exchange rate of the national currency. Among the hardest-hit sectors 
are the automobile, manufacturing, transport and metalworking industries. 
 
The biggest contributor to the country’s GDP is the service sector (50.3%), followed by 
industry (21.9%), construction (11%) and agriculture (5.9%). 
 
It is currently somewhat difficult to predict the inflation trend and fluctuations in the value 
of the national currency, which in 2008 alone underwent a devaluation of 10.8%.  
 
Almost all analyses predict that demand will fall sharply: the reduced availability of credit, 
partly owing to the limited liquidity on global financial markets, can to some extent be 
ascribed to the persistently high level of both the discount rate (10%) and the compulsory 
minimum reserves that the banks must hold with the National Bank of Romania. 
 
Another not insignificant factor is the country’s sizeable budget deficit. Among the reasons 
why the deficit is so high, no doubt, are the continual increases in pensions over recent 
years, the preservation of modest rates of taxation and low taxes in the banking and 
financial sector. 
 
What will prove particularly significant in this context is Romania’s capacity to absorb funds 
coming from the European Union, which have so far been little-used: after its accession to 
the EU on 1 January 2007, Romania absorbed funds equivalent to 0.75% of GDP compared 
with the 2% initially planned, while in 2008 barely a quarter of the funds made available by 
Brussels were utilised. 
 
In July 2009 the European Council approved the Commission’s proposal to initiate an 
excessive deficit procedure against Romania, given that its public deficit was more than 3% 
of GDP in 2008; thus it has recommended that the level be brought below 3% by 2011. 
The Council decision originally set a deadline of 7 January 2010, but the extraordinary 
circumstances produced by the recession led to the granting of a one-year postponement. 
Meanwhile, Romania has introduced what the EU regards as major cuts in public 
expenditure and taken measures designed to reduce expenditure and increase government 
revenue. 
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3. AGRICULTURE  

3.1.  General overview  
 
Agriculture is a very important sector for the Romanian economy, involving 3 931 350 
holdings (2007) and a surface area of 9 498 million hectares (or ca. 1/5 of the country’s 
total land area). The agricultural labour force consists of some 965 500 annual work units 
(AWU), the equivalent of 965 500 people employed full-time. The farm sector accounts for 
approximately 28.7% of the country’s total number of workers (compared with an EU27 
average of 5.7%) and contributes around 6% of Romania’s GDP. 
 
Romania’s main agricultural outputs are wheat, potatoes, wine and animal husbandry 
products. It is worth noting the high share of value attributable to animal husbandry, in 
particular the production of milk and pigmeat, which altogether represents more than 45% 
of the value generated by the agricultural sector. 
 

Fig. 4: Output components by value (average 2005 - 2009)  
 

 
Source: Eurostat (2009) 

 

3.2.  Trends in recent years  
Changes in land use and numbers of holdings in recent years appear to indicate the 
beginnings of a restructuring process in the national farm sector, which is notable for its 
small average size of holdings and its huge numbers of farms classified as small or very 
small: these represent some 78% of the total. Despite an overall reduction of 
approximately 7.5% in the number of holdings, a very substantial proportion of them are 
still small and very small farms. Even though average farm sizes have remained virtually 
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unchanged in recent years, it is worth pointing out that there has been an increase in the 
average size of the most economically successful holdings: up from 8.4 ha in 2005 to 
11.0 ha in 2007. 
 
There has nevertheless been a sharp decrease in the contribution of the labour force, even 
though it still represents a significant share of total employment: labour input fell by more 
than 25% between 2005 and 2008 alone. It is interesting to note the considerable share of 
non-salaried labour, which is indicative of a broad overlap between farm ownership and 
labour input. 
 
Fig. 5: Salaried and non-salaried agricultural labour input in AWU 
 

 
    

Source: Eurostat (2010) 
 
It is also interesting to note the proportion of female employment, which stands at 45.9% 
compared with an EU average of 39%. This proportion is not reflected in the managerial 
structure, given that under 20% of holdings are run by women. 
 
Within this overall picture, animal husbandry has contracted markedly both in terms of 
livestock numbers and in organisational terms. Indeed, between 2005 and 2007 the 
number of livestock units (LSU) fell by more than 15% without there being any appreciable 
growth in average farm sizes. 
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Fig. 6:  Distribution of the number of livestock units by size class 
 
LSUs 

 
Size class (LSU) 

 
Source: Farm Structure in Romania - Eurostat (2007) 

 
As far as production costs are concerned, a calculation of input costs reveals that 
feedingstuffs, energy and fertilisers account for the largest proportion. 
 
 
Table 2: Total and relative value of agricultural inputs (2008) 

 
  2007 2008 2009 e 2008/2007 2009e/2008 
INPUT Million EUR Variation (%) 
Seeds & planting stock 722.3 927.7 826.3 28.4 -10.9
Energy  956.2 1 392.4 1 080.3 45.6 -22.4
Fertilisers  313.4 673.2 584.5 114.8 -13.2
Plant protection 158.2 245.9 223.1 55.4 -9.2
Veterinary expenses 202.1 299.3 237.1 48.1 -20.8
Feedingstuffs 3 561.9 3 538.4 2 429.6 -0.7 -31.3
Maintenance costs 638.3 783.3 755.6 22.7 -3.5
Agricultural services 205.3 194.4 163.2 -5.3 -16.1
Other goods & services 1 218.4 1 696.1 1 481.1 39.2 -12.7

Total intermediate 
consumption 8 057.5 9 824.6 7 844.9 21.9 -20.1
Fixed capital 
consumption 2 259.3 1 995.4 1 720.8 -11.7 -13.8

Source: Eurostat (2010) - values at current basic prices 

 

3.3. Public expenditure and the agricultural system during the 
recession 

The changes in the input costs index have been accompanied by an equally pronounced 
variation in farmers’ incomes. In particular, compared with a Europe-wide drop of around 
11.5% in incomes between 2008 and 2009, the loss of income suffered by Romanian 
farmers exceeded 18%. If the trend in agricultural incomes is compared with that in wages 
and salaries, it becomes clear that the gap between these two income categories has been 
widening constantly since 2005, to the detriment of the farm sector.  
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Fig. 7:  Development in agricultural incomes and comparison with wages and salaries 
 

 
■ indicator Romanian agricultural incomes  ■ indicator agricultural incomes EU27 

♦ indicator wages and salaries Romania  ♦ indicator wages and salaries EU27  

Source: European Commission, DG Agriculture & Rural Development (2010)  
 
 
Under these circumstances, measures taken by the State play a major role in supporting 
the sector, both with regard to underpinning the structural reorganisation of Romania’s 
agricultural system and in terms of providing income support. 
 
The table below shows the allocation of public expenditure for the two years 2007 – 2008, 
in relation to the earmarking of resources for the new Member States within the 2007 – 
2013 financial framework. 
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Table 3:  2007 – 2013 financial framework 
Agricultural expenditure for the two years 2007 - 2008 

Measures 2007 2008 
  €1 000  
Decoupled direct aids 0.0 412 709.7 
Other direct aids 0.0 582.9 
Direct payments 0.0 422 292.6 
Cereals 0.0 10.2 
Rice 0.0 0.0 
Refunds on non-Annex I products 0.0 0.0 
Food programmes 0.0 22 993.4 
Sugar  0.0 6 884.3 
Olive oil 0.0 0.0 
Textile plants 0.0 2.4 
Fruit and vegetables 0.0 8.3 
Wine sector 6 893.7 35 050.2 
Promotion  0.0 0.0 
Other plant products/measures 0.0 0.0 
Milk and milk products 0.0 391.2 
Beef and veal 0.0 0.0 
Sheepmeat and goatmeat 0.0 0.0 
Pigmeat, eggs, poultry and other 0.0 335.6 
Sugar Restructuring Fund 0.0 0.0 
Market measures 6 893.7 51 907.0 
Rural development 0.0 1 146 687.7 
Total 6 893.7 1 620 887.3 

Source: European Commission, DG Agriculture & Rural Development (2010) 
 
As concerns the allocation of expenditure between the various macro areas of intervention, 
the proportion earmarked for direct payments still appears minimal compared with the 
other items of expenditure. 
 

Fig. 8: Allocation of public expenditure (2007 - 2008) 
 

 
 
It should also be pointed out, with respect to the overall financial situation, that Romania 
currently has one of the lowest levels of direct payments per hectare in Europe: these 
amount on average to €120/hectare, compared with an EU average of roughly twice that 
figure. 
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Fig. 9: Europe – average payments per hectare (2008) 
 

 
Source: EP - Policy Department B (2009) - Elements of the post-2013 CAP 

 
Given the decline observed in Romanian farmers’ incomes, their dependence on the level of 
direct payments has grown; this increases the importance attached to the future 
configuration of the direct payments mechanism. 
 
Various studies have demonstrated that if, in future, payments were to be dissociated from 
the historical basis and distributed exclusively on the basis of surface area, the allocation of 
resources would change significantly. Considering the resources currently devoted to direct 
payments, one of the major beneficiaries in such a scenario would be Romania itself, with 
an increase of some €120/ha. 
 
Finally, as regards the organisation of rural development policies, the allocation of the 
available funds to the various intervention axes can be found in the National Rural 
Development Plan and is shown below. 
 
Tab. 4: Organisation and allocation of the rural development budget 

 
Intervention 
axes 

Total public 
expenditure 

European funds as a 
proportion of total 
expenditure 

European contribution  

Axis 1 3 967 311 581  80.00% 3 173 849 264
Axis 2 2 293 413 375  82.00% 1 880 598 967
Axis 3 2 473 739 880  80.00% 1 978 991 904
LEADER 235 074 871  80.00% 188 059 896
Technical 
assistance 376 119 793  80.00% 300 895 834
Direct payment 
top-ups 625 136 100 80.00% 500 108 880
Total  9 970 795 600  80.46%  8 022 504 745

 Source: European Commission, DG Agriculture & Rural Development (2009)  
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