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The income taxation of agricultural activities in Romania generated 
many debates among the financiers and agriculture specialists. The need 
to apply fair fiscal rules for all operators in the Romanian economy 
represents the main argument in favor of issuing an agricultural income 
tax. On the other hand, the particularities of the Romanian agriculture, 
running its first stages of a development and improvement process, 
require the agricultural income taxation delay and to reconsider some 
aspects regarding the form in which the government intends to issue the 
agricultural income tax in 2009. 
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THE STATE OF THE ROMANIAN AGRICULTURE 
Romania has about 14 million hectares of agricultural land, a value 

that represents 60% of its total area. Therefore Romania is the second large 
agricultural producer after Poland among the states of Central and Eastern 
Europe. Nevertheless, only 8.5% of the Gross Domestic Product came from 
agriculture and forestry in 2005, and the rate decreased in 2006 to 8% (the 
National Bank of Romania: Globalization and European Integration. 
Romania’s case, Bucharest, 15th March, 2007). In spite of its sizable 
agricultural potential, Romania turned into a great importer in the field of 
food industry, because the Romanian agriculture has faced major 
deficiencies. For example, there are many subsistence farms with older 
employees, of medium education and low salaries. According to the 
National Institute of Statistics, 99.57% of the total 4,256,152 agricultural 
holdings were individual ones, meaning 4,237,889 agricultural holdings, in 
2005. Also the average agricultural area in use for each individual 
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agricultural holding was 2.15 hectares. Only 1,246,159 agricultural holdings 
of the total 4,256,152 Romanian agricultural holdings met the requirements 
of a European enterprise (ESU). The European size unit (ESU) enterprise is 
the generic name given to the size of an agricultural enterprise and may be 
determined by adding the products of the standard gross margins, calculated 
for each type of agricultural area and animal species, and the cultivated 
areas and/ or the livestock. ESU represents the economic potential of an 
agricultural holding. According to the European regulations, 1 ESU = 1200 
Euro. The share of those agricultural holdings that have at least one ESU 
reaches 29.3% in Romania, compared to 21.7% in Hungary, 62.4% in the 
Czech Republic, 78.9% in Slovenia, 43.7% in Poland and 50.8% in 
Lithuania.  

The Romanian agricultural holdings that have at least one ESU, use 
74.4% of the agricultural area, compared to Hungary (94.8%), the Czech 
Republic (99.0%), Slovenia (92.3%), Poland (89.0%), and Lithuania 
(83.7%). In other words, the subsistence agricultural holdings (of an 
economic size below one ESU) represent 71% of total agricultural holdings, 
but use about 25% of agricultural area. 3,444,757 (81.3%) individual 
agricultural holdings of the total 4,237,889 consume more than 50% of their 
own agricultural production. 

The agricultural activities in our country represent a significant 
income source for the rural active population, reaching about 40%. Though 
decreasing, agriculture labor rate in Romania is higher than in other member 
states of the European Union (20%). Unlike Romania, the agriculture sector 
of the more developed European countries shows an absolute and relative 
decrease.  

Yet Romania provides significant investment opportunities 
supported by the European Union Commune Agricultural Policies. The 
Romanian government planned the agricultural income tax, starting from 
this premise and the financial resource deficit the state budget faces with. 

 
THE LEGAL SYSTEM OF AGRICULTURAL INCOME TAXATION 

IN ROMANIA 
The taxation of agricultural activities in Romania was provided by 

the decree no. 7 from 19th July 2001, regarding the income taxation, ratified 
by the Law no. 493 from 11th July 2002, according to which the individuals 
that earn revenues out of flower or vegetable crop in greenhouses and 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. X (3) 

solaria, or bush, decorative plant and mushroom crops, or vineyard and tree 
nurseries and others alike owe 15% income tax of the net income, this being 
the final tax. The net income had to be determined according to the income 
standards agreed by the territorial public finance institutions of the Ministry 
of Public Finance, and approved by the territorial institutions of the Ministry 
of Agriculture, Food and Forestry, until 31st May of the fiscal year. The 
taxpayers had to submit the taxation statement to the fiscal authority the 
cultivated area belongs to, until the 30th June of the fiscal year. 
 However, by the end of 2002 the income standards for the above 
mentioned income taxes were not settled and the legal system of the 
agricultural income was amended by the Law no. 571 regarding the Fiscal 
Code, published in the Official Gazette, part I no. 927 from 23rd December 
2003. This law defined precisely the term of agricultural income, as the 
income resulted from the following activities: 
a) cultivating and valuating flowers and vegetable in purpose-built 
greenhouses and solaria and/ or using irrigation systems; 
b) cultivating and valuating bushes, decorative plants and mushrooms; 
c) cultivating vineyard and tree nurseries and other alike. 
The net income of an agricultural activity used to be settled according to the 
income standards determined, on their turn, per unit of measurement. The 
net income tax of agricultural activities was calculated by 15% share of the 
net income, determined by income standards, as well as by real system, case 
in which the tax was final. The taxpayer that ran one of the agricultural 
activities mentioned by law had to submit a yearly statement for the current 
year to the competent fiscal authority, until 30th June of the fiscal year. The 
payments in advance were to be regularized by the competent authority until 
31st May of the following year. 
The urgent decree no. 138 from 29th December 2004, published in the 
Official Gazette no. 1281 from 30th December 2004 in view of amending 
and completing the Law no. 571/ 2003 regarding the Fiscal Code, stated that 
the net income tax share of agricultural activities reached 16%. 
The Fiscal Code of 2007 did not change the income taxation of agricultural 
activities, even if the authorities announced to issue a tax on agricultural 
income. The income standards for the agricultural income of 2007 were: 

 
 

Income category U.M. Income Yearly 
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standard tax 
Cultivating and valuating greenhouse 
flowers 

lei/ha 25,000             4,000 

Cultivating and valuating solarium flowers lei/ha 20,000 3,200 
Cultivating and valuating greenhouse 
vegetables 

lei/ha 21,000 3,360 

Cultivating and valuating solarium 
vegetables 

lei/ha 10,500 1,680 

Cultivating and valuating bushes lei/ha 3,700 592 
Cultivating and valuating decorative plants lei/ha 42,000 6,720 
Cultivating and valuating mushrooms lei/ha 180 29 
Cultivating vineyard nurseries lei/ha 18,400 2,944 
Cultivating tree nurseries lei/ha 11,000 1,760 
Other similar income lei/ha 5,200 832 

The agricultural income tax was calculated by applying the 16% 
share on the net income settled by the income standards; the tax was final 
and had to be paid to the fiscal authority within the taxpayer’s residence 
area, as follows: 50% until 1st September 2007 and 15% until 15th 
November 2007.  

Starting with 1st January 2008, the Romanian government intended 
to tax all monetary income resulted from the valuation of agricultural crops 
as natural products of the private or lease-hold agricultural areas, if these 
products were sold to specialized collecting enterprises, manufacturing 
enterprises, or other enterprises, to be used consequently. This income had 
to be taxed with 2%, according to the Law no. 343/ 2006 that amended and 
supplemented the Law no. 571/ 2006 in view of the Fiscal Code. The 
medium-term budget forecast implied new taxation shares for the following 
two years. Considering the damages of the extreme meteorological 
phenomena of 2007 on the agriculture, the Government decided to postpone 
the 2% income tax for the agricultural products sold to specialized centers 
until 2009.  

  
ARGUMENTS FOR AND AGAINST THE AGRICULTURAL 

INCOME TAX 
From a theoretical point of view, the agricultural income tax is a 

consequence of the fiscal policy principles of the present government, 
namely the neutrality and the fiscal performance principles. Thus they 
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intend to change the budget philosophy by including new fields that are not 
part of the present tax system, among which the rural economy, as well as to 
increase the income before taxation by including the agricultural income. 

The authorities’ main argument in favor of agricultural income tax is 
the principle according to which each income has to be taxed. The reality is 
different, however, and the present major difficulties the Romanian public 
finances faces with determined the governors to consider every possibility 
to supplement the budget income. The objective pressures on the public 
budget (co-financing the programs that receive money from the European 
Union, the pension system reform, the increased budget resources for 
education and health), and the considerable lower macroeconomic indicators 
(inflation skid, significant deterioration of the current account deficit, the 
rapid increase of the short-term external debt) generate the authorities’ great 
need of income. As the government will not resort to present income 
increase, it tries to identify fiscal measures that might increase the income 
before taxation.  

Analyzing the public income structure in Romania, one may notice 
that the agricultural income taxes contribute little to the budget, compared to 
other European countries, although 43% of the population earns income 
from agriculture. However, this income taxation will be quite difficult, 
because most family farms produce for their own consumption, and not for 
the market. In the strategic national plan of rural development for the period 
2007-2013, the Ministry of Agriculture describes the state of this economic 
sector as follows: excessive property fragmentation, predominant 
subsistence and semi-subsistence holdings, high rate of self consumption. 
This reality is reflected synthetically by the average monthly income of a 
family rural farm: 95 Euro/ person. This undeveloped state of the agriculture 
determined the state to grant financial aid to farming. So this is nonsense: 
grant aids, admitting that the producers could not make it without support on 
one hand, and tax them on the other. The farmers’ capitalization is 
necessary to introduce the agricultural income tax, but when the farms are in 
the middle of the organization and development process, and the income is 
not high enough to justify the taxation, this measure has to be postponed. 
The result is the necessary framework to respect another fiscal policy 
principle, according to which the tax system represents the lever through 
which the state stimulates the economic sectors to get out of crisis or to 
develop. 
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Another problem regarding the agricultural income tax (as the 
government announced in 2007) is how to put it into practice. Though the 
tax rate of 2% seems symbolic, when it is applied on income resulted from 
agricultural product sale, it may cause financial difficulties for the farmers 
with high expenses and low profit. On the other hand, the net income 
calculation in the real system would generate expenses that could not be 
justified by the productivity of this income. Also the taxpayers (most of 
them older them 50-60 years) would find extremely difficult to calculate the 
profit of agricultural product valuation, using the data of single-entry 
bookkeeping. 
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