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APPRECIATIONS REGARDING THE AGRICULTURE 
FINANCING LEVEL AND METHODS 

 
APRECIERI PRIVIND NIVELUL ŞI METODELE DE FINANŢARE 

A AGRICULTURII 
  

V. GOŞA ∗, ANDREA NAGY∗ 

 
The instruments and mechanisms of intervention and financial support 
applied in Romania in various transition steps had an administrative 
effect, without a strategy established in concordance with some 
documented analyses, fact that did not determine the concretization of the   
financial effort in an adequate evolution of the agriculture and rural area 
on the whole. Public funds for agricultural support, after the adherence to 
the EU, prove to be insufficient, so that the designing of our own system 
of agriculture financing, with the help of the bank credit, becomes a must. 

 
Key words: financing instruments and mechanisms, subsidies, 

budgetary allocations, direct payments  

 
During the period of transition to the market economy, the 

instruments and mechanisms of budgetary support of the Romanian 
agriculture were different from one period to another, their analysis 
revealing the lack of a coherent and constant legislative and institutional 
framework for the application of proper support mechanisms and of a 
rational administration of budgetary resources, and also serious deficits in 
the organization of the agricultural products market.  

Data collected from the budgetary execution performed by the 
Ministry of Agriculture and Rural Development reflect the financial effort 
made for agricultural support: 

 
 

Table 1 
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Financial support offered from the state budget during 1991-2006 
 

Years Million lei (RON) 
current prices  

Million equivalent 
ECU-EURO 

1991 1,65 187,9 
1992 16,39 409,7 
1993 35,75 404,2 
1994 68,18 346,6 
1995 134,45 511,3 
1996 217,86 564,0 
1997 303,27 374,8 
1998 359,33 359,7 
1999 370,29 227,2 

2000 731,13 366,4 
2001 935,78 366,5 
2002 950,22 304,0 
2003 1306,94 348,0 
2004 2033,40 501,7 
2005 1914,90 528,5 
2006 1886,10 535,1 

    Source: Annual accounts of budgetary execution made by MARD  
Processed data  
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Figure 1. Financial support offered from the state budget during 1991-2006 

 
The incoherence of the financial support system is obvious if we 

analyze more analytically the allocation mechanisms.  
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In the beginning, step 1991-1993, the main direction of 
governmental interventions was represented by consumers’ subsidizing with 
the help of consumption prices (72.4% of the total budgetary allocations), 
with the establishment of a commercial addition fixed by government, 
leading to remarkable distortions on the market. 

During the next period, step 1994-1996, the financial support was 
directed towards the agricultural producers. The consumers were subsidized 
indirectly through the instrumentality of processors and the sale prices were 
still fixed in an administrative way, controlled by the government; products 
were supervised to get to the consumer at the smallest prices possible, 
eliminating the private competition, in its early development stages. 

An advanced subsidy system was implemented step by step at input 
prices, and then the Law 83/1993 regulated allocations, subsidies to interests 
for production credits and investments, production bonuses and other 
compensations. 
 Step 1997-2000 generated a series of substantial changes by 
liberalizing prices of agricultural products, the regime of exchange rate, by 
reducing import customs fees, removing or reducing subsidies for some 
products, promoting foreign investments, privatization, restructuring or 
closeout of state enterprises with losses. The subsidies allocated through the 
„minimal guaranteed prices” for the four „basic” products (wheat, pork, 
chicken and milk) were eliminated and some support mechanisms for the 
private agricultural producers were implemented, at the recommendation of 
the program „Loan of Structural Improvement for the Agricultural Sector”, 
introducing the system of „agricultural coupons”. Actually, two objectives 
were supervised: 1) the financial support of the agricultural producers had to 
be performed transparently, on a non-inflationist way; 2) subsidies had to 
arrive to the agricultural producer as direct payments. 
 Step 2001-2003 is marked by a new change of the agricultural 
support mechanisms, materialized into a remarkable number of priority 
programs for the diminishing of gaps in some agricultural products (wheat, 
industrial plants, pork and chicken). A support redirectioning to the big 
agricultural holdings took place. The system practiced during this period 
was characterized by frequent changes, annual negotiations, arbitrary 
events, political connecting and much insecurity. Romania was still far from 
conforming to CAP. 
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 The efficacy of the agricultural support system during this period 
was much reduced because the completion of the fund necessities was not 
always preceded by objective studies and analyses, with the administrative 
provisions being predominant; the effective support payment was 
performed, usually, at the end of the year, and the support programs were 
not associated with the specific performance indices.  

Step 2004-2006 is a step of new changes, due to the implementation 
of new payment mechanisms.  

In the first year, some direct schemes of payments from the state 
budget for big holdings were maintained, with the addition of the support 
for small farms of up to 5 ha. In the next year, 2005, value bonuses were 
offered for the purchase of seeds, chemical fertilizers, pesticides and gas oil,  
and the subsidy of the vegetal and animal goods production was promoted, 
too. The application of the cereal storage scheme, started in the preceding 
year, was continued, too. 

Starting with 2006, the payment scheme per surface unit has been 
applied for the crops that had quotas negotiated with the European Union 
(6.5% of the arable land), also the payment scheme per animal species and 
an investment program – „The Farmer”. 

Although some changes with regards to the compatibility between 
the national and European payments schemes occurred, we must specify that 
no one of the schemes applied during this period was concordant with the 
payment schemes stipulated in the European regulations. The difficult 
specific procedures of each payment scheme, without a common framework 
with unitary informatic applications, have generated bureaucratic 
procedures with an impressive number of documents and many institutions 
involved in this process. 

The entire period of changes started in 1990 and continued so far 
may be assessed as a mixture of contrary, hesitating, anomalous and 
bureaucratic methods, measures and attitudes, which actually determined a 
huge waste of resources from an insufficient budget for a real and durable 
development of agriculture and of the Romanian rural area. 

The perspectives of agricultural financing through the system of 
direct payments from European and national funds cannot bring us 
today too may hopes; on the contrary, in our viewpoint, they should wake us 
up to the absolutely alarming reality, determined by the current condition of 
the Romanian agriculture compared to the agriculture level in the other EU 
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member states, by the unique market requirements, by the problems 
generated by conditionality factors and by the level of the financial 
allocations for agriculture. 

A brief assessment of the potential of agriculture financial support 
from public sources (EU + national budget) leads us to the following 
situation: 

Table 2 
Estimated value of allocations for agriculture  

            - thousand € - 
 Specification 2007 2009 2011 2013 2016 

Direct payments arable –EU  292691 409768 585383 819535 1170765 
Direct payments arable – 
national budget  

351230 351230 351230 351230             0 

Total allocations arable  643921 760998 936613 1170765 1170765 
Direct payments meat – EU 90890 127245 181779 254491 363558 

Direct payments meat – 
national budget  

109067 
 

109067 
 

109067 
 

109067 
 

            0 

Total allocations meat  199957 236312 290846 363558 363558 
Direct payments milk – EU 19060 28326 40465 56651 80930 
Direct payments milk – 
national budget  

22873 24279 24279 24279 0 

Supplementary payments – 
EU 

12809 19035 27193 38070 54386 

Supplementary payments -  
national budget  

15371 16316 16316 16316 0 

Total allocations milk  70113 87956 108253 135316 135316 
Total direct payments  913991 1085266 1335712 1669639 1669639 
of which: - EU 415450 584374 834820 1168747 1669639 
               - national budget 498541 500892 500892 500892 0 
Total market measures – 
EU source  

249000 239000 244000 244000 244000 

General total  1162991 1324266 1579712 1913639 1913639 
of which: - EU 664450 823374 1078820 1412747 1913639 
               - national budget 498541 500892 500892 500892 0 
Source: own calculations  

 

The analysis of the Romanian agriculture performances (efficiencies 
per production unit, agricultural production value, added value or added 
value per person employed in agriculture) proves that we are positioned at 
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the level of 30-40% of the average EU-15 level, and the direct payments 
level is much reduced compared to other countries.  

To compare with some of the EU member states admitted in 2004, 
and also with the mean of the EU-15 member states, we present the direct 
payments per arable hectare in table 3. 

      Table 3      
Comparative situation of payments per surface from the EU budget 

and the national budget  
   - €/ha - 

Countries  Reference 
efficiency  

t/ha 

Year      
I 

Year 
II 

Year 
III 

Year 
IV 

Year 
V 

Year 
VI 

Year 
VII 

Czech 
Republic 

4,20 145,7 159,0 172,2 185,5 212,0 238,5 265,0 

Hungary  4,73 149,5 161,0 174,3 208,6 238,4 268,2 298,0 
Poland 3,00 104,0 113,4 122,9 132,3 151,2 170,1 189,0 
Slovakia 4,06 140,8 153,6 166,4 179,2 204,8 230,4 256,0 
EU-10 4,00 138,6 151,2 163,8 176,4 201,6 226,8 252,0 
EU-15 4,77 300,5 300,5 300,5 300,5 300,5 300,5 300,5 
EU-10/ 
EU-15, %            

83,8 46,1 50,3 54,5 58,7 67,1 75,5 83,8 

Romania 2,65 91,8 100,2 108,5 116,9 133,6 150,3 167,0 

RO/EU-10, 
% 

66,2 66,2 66,2 66,2 66,2 66,2 66,2 66,2 

RO/EU-15, 
% 

55,6 30,5 33,3 36,1 38,9 44,5 50,0 55,6 

Source: European Institute from Romania, Impact studies III, Study no. 6 and own estimations for Romania   
Note: - for EU-10 year I corresponds with the calendar year 2004, and for Romania with 2007; for EU-10 year VII 
corresponds with the calendar year 2010, and for Romania with 2013; 
          - EU-10:  the package of 10 countries entered in  2004 
 

The difference between the possible subsidizing level of Romanian 
agriculture and the subsidizing level of the other EU member states is 
evident. The direct payments per arable hectare in Romania will be only 
66.2% from the average annual value of the budgetary allocations in EU-10, 
representing 167 €/ha in Romania compared to the mean of 252 €/ha in EU-
10. The difference is much bigger compared to the farmers from EU-15 who 
receive a mean of 300.5 euros per hectare. With other words, direct 
payments for Romanian vegetable farms will be only 55.6% compared to 
EU-15. 
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The considerations above do not change the essence of the financial 
reports between Romania and EU, which prove clearly that our country will 
be a net beneficiary of common funds in the direct payment category; at 
holding level, the sum of 167 €/ha arable (at a currency of 3.5 RON/€ it 
means 584.5 RON/ha) overtakes the current level of agricultural support. 
Moreover, beside the direct payments per arable surfaces, in the case of mix 
holdings (animal breeding and crops), the sums received can be bigger 
because the direct payments evaluated in concordance with the data 
negotiated for the animal breeding sector are offered as payment per surface, 
too.    
 Beside the non-reimbursable financial sources, an important position 
in the agricultural financing process should be occupied by the bank credit.  

Considering the agriculture’s participation to the formation of GDP 
and its importance within the national economy structure, the financing of 
the agri-food sector through crediting systems is insignificant. 
 Compared to our country, Hungary, although it has an agricultural 
area of only 5866 thousand ha (2.5 times smaller), directs 1.7 times more 
credits to agriculture. Compared to the advanced EU member states, France 
or Germany, the level of bank credits offered to agricultural financing is 
much superior to Romania, namely 62 times bigger in France and 48 times 
in Germany. The comparative situation is presented in table 4. 

Table 4 
The crediting level of Romanian agriculture compared to other 

European countries (August 2006) 
 

Bank credits offered to agriculture  
Countries  

mil. € % of total credits 
RO:EU 

countries  
France 42100 2,4 1:62 
Germany 32500 2,6 1:48 
Hungary  1167 6,8 1:1,7 
Romania 677 2,5 1:1 

     Source: Data processed according to National Bank reports from these countries     
      www.banque-france.fr; www.bundesbank.de; www.mnb.hu; www.bnr.ro 
  

 In terms of agricultural credit percentage within the total non-
governmental bank credits, in Romania this indicator is about equal with the 
one in France or Germany, but much below the agricultural credit 
percentage recorded in Hungary.  
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Table 5 
Bank credits offered to agriculture in some European countries in 

August 2006 (€/ha) 
 

 
Countries  

Agricultural 
area  

(thousand 
ha) 

Total bank 
credits for 

agriculture (mil. 
€) 

Bank credits 
per ha 
(€/ha) 

RO:EU 
countries  

France  29.690 42100 1418 1:31 
Germany 17.008 32500 1911 1:42 
Hungary  5.866 1167 199 1:14 
Romania 14.717 677 46 1:1 

 Source: own calculations  
  

Compared to Romania, Hungarian agriculture is 14-times more 
provided with financial resources from bank credits, 31-times more credits 
per agricultural hectare are offered in France and 42-times more in 
Germany.  

Under the conditions specified, the lack of our own agriculture 
financing system, like Farm credit in the USA or Co-operative 
agricultural credit, Robobank or Raiffeisen-type, specific to Western-
European advanced countries, maintains a condition of precariousness in the 
competitivity of this sector of activity. 
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