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The aim of the present paper is to investigate the impact of financial 
allocations from national funds in the pre-accession period and in the 
first two years after the accession, through the evaluation of the effects of 
the measures of the state aid type upon the agricultural production 
growth, food self-sufficiency and agricultural inputs use. On the basis of 
these analyses and farmers’ opinions on the support that has been 
received, two scenarios were formulated with regard to the utilization of 
financial allocations in 2009. 
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1. INTRODUCTION 
 

In the pre-accession period, the Romanian agriculture received quite 
consistent support  through measures financed from national funds, totalling 
about 1.6 billion euros. According to OECD estimates, the support to 
agricultural producers increased in Romania, reaching 29% (%PSE) in 
2005. Out of this, 84% is provided by the market support measures and the 
payments for output support (payments per hectare or animal head). 98% of 
the total support received by farmers (TSE) comes from consumers (year 
2005). 

These funds supported measures that mainly targeted the increase of 
production that enters the agri-food chains, in certain products that are 
considered deficient, in which self-sufficiency was low. We mention here 
the measures supporting the production of meat, milk, vegetables, fruit, 
sugar beet, etc.  
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The results of the allocation of these funds had as effect the increase 
of meat production and self-sufficiency level, mainly in pork, the increase of 
input consumption and improvement of cropping technologies. However, 
we consider that these effects are quite modest and do not have behind them 
irreversible changes of the economic efficiency of the Romanian farms.  
 
 

2. SCENARIOS FOR THE BUDGET OF THE MINISTRY OF 
AGRICULTURE IN 2009 

 
The objective of this study  was to design certain scenarios referring 

to the measures that could be funded in the year 2009, from the national 
funds. The year 2009 will be the last year when Romania can finance 
specific/national measures in agriculture, used in the pre-accession period, 
from the state aid category, without notification to the European 
Commission. These amounts will add to the amounts received from the 
European Union, for support to market measures, payments per hectare, and 
funding the rural development measures. In addition to the measures from 
the state aid category, Romania can finance that top-up of maximum 30% of 
the level of the payment per hectare (SAPS scheme), which in the period 
2007/2008 was used for increasing the level of the payments per hectare and 
for providing direct payments to the bovine and sheep farms. 

The support received by agriculture, under the state aid form, has 
been quite significant in recent years, and hence giving up this type of 
support will adversely impact the farms that benefited from it. In this 
respect, there are certain sectors that will be seriously affected, and we 
mention here the pork and poultry sectors, that will not be able to receive 
subsidies per animal head delivered to slaughtering and any other type of 
market subsidies, except for exceptional cases.  

The state aid diminution will practically mean a quite consistent 
diminution of farmers’ incomes if we have in view the fact that in the year 
2006, the measures that were financed from the national budget accounted 
for about 8% of the Gross Value Added in agriculture. At the same time, the 
subsidies to the livestock sector from the top-up from the national funds, 
which is mainly devoted to direct payments for bovines and sheep, will also 
diminish in time, beginning with the year 2014, as the funding of direct 
payments from European funds increase.  
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  We designed two scenarios that attempt to describe and evaluate two 
opposite situations: 

- continuity scenario – that envisages to maintain the main measures 
that were funded from the state budget in the pre-accession period 

- accelerated harmonization with CAP scenario, which starts from the 
idea of partially giving up the measures that had been financed until 2009, 
under the form of market measures, and of introducing mainly decoupled 
measures and measures that can benefit from state aid, in conformity with 
the CAP provisions. 
 
 

2.1. Continuity scenario 
The scenario starts from the idea of preserving, in general, the 

priorities of the years 2007/2008, in conformity with the opinion of most 
farmers interviewed during the case study. At the same time, we considered 
that such an approach is quite beneficial, due to the vulnerability of certain 
sectors of the Romanian agriculture as well as to the higher level of the 
payments per hectare received by the farmers from neighbour EU countries, 
such as Hungary and Poland, whose products have a competitive advantage 
compared to the similar Romanian products. Furthermore, such a continuity 
scenario is mostly plausible, as it represents, until a certain moment, the 
equilibrium between the budgetary availabilities and the expectations of the 
main sectors/groups in agriculture, these measures being largely negotiated 
with the professional associations, trade unions, stakeholders, etc. The use 
of such a scenario for the substantiation of the budget for 2009 has both 
advantages and disadvantages. The main advantage is the fact that the 
Romanian state, to the extent it has the necessary financial means, can help 
certain vulnerable sectors of Romanian agriculture. The main disadvantage 
is that after the year 2009, only certain measures that are considered 
compatible will receive state aid, or only de minimis aids will be provided. 
The remaining support will be represented by finance from CAP and of 
course, the top-up plus co-financing for the rural development measures. As 
farmer support measures in the year 2009 we propose the following: 

2.1.1. Support to livestock farmers: for the genetic quality 
improvement of livestock herds, in all species; for the initiation of a national 
program (for insemination) in the meat bovines, so that to create the 
premises; for bovine farms specialization in meat production (small and 
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medium-sized farms) or milk production (medium and large-sized farms); 
continuation of the price support scheme for the animals delivered to 
slaughtering units, mainly in the pig and poultry species; topping up the 
direct payments from national funds for the bovine and sheep farms (Farm 
Registry). 

Because in recent years, an increase of population’s consumption 
coverage from domestic resources was noticed, mainly in pork. That is why 
we consider it beneficial to maintain these measures for one year more, at 
the level of those from the year 2008, mainly for the pork and poultry meat 
production consolidation, as this is the last year when these can be received; 
 

2.1.2. Subsidy for production deliveries on invoice basis, for 
potatoes, vegetables, fruit, mushrooms, etc. This subsidy has been provided 
so far only for the production delivered to processors. The subsidy provided 
only for the products that reached the processing units are less favourable 
for the sector.  
 

2.1.3. Providing diesel oil subsidy, the value of which should take 
into consideration the real consumption per hectare by each crop (e.g. in 
potato farming, vegetable farming, viticulture, fruit-tree farming), or excise 
tax diminution in diesel oil. The farmers received a price subsidy for diesel 
oil amounting to 1 RON/liter, for which the technological consumption for 
the field crops was used as reference. In the sectors such as fruit-tree 
farming, potato growing, viticulture, the diesel oil consumption per hectare 
can be even higher, also depending upon the number of photo-sanitary 
treatments that are applied each year.  

 
2.1.4. Measures for increasing production commercialization 

through encouraging investments for the producers’ groups by co-financing 
certain investments in warehouses for cereals, washing, sorting and 
packaging equipment for potatoes, vegetables and fruit production, cold 
storage facilities for fruit and vegetables, cold transport means, etc.  

 
2.1.5. Medium/long plan for land consolidation through: -

increasing the value of the present life annuity; -implementation of 
measures for early retirement and setting-up of young farmers; -fiscalization 
of incomes and properties in agriculture. Because the amounts provided 
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under the Life Annuity program program are very low, and they become 
uninteresting at the moment when the payments per hectare are provided 
from EU funds, we propose a twofold increase of the of life annuity in 2009. 

 
2.1.6. Measures for risk management in agriculture, generated 

by climate changes. Part of the farmers’ losses generated by the extreme 
weather conditions (either excessive rainfall and flooding, or drought), were 
covered by the state budget, through the compensations for natural disasters. 
For risk management in agriculture, a special fund should be created, mainly 
financed from the state budget (e.g. 70%) and by the insurance firms that 
conclude insurance policies in agriculture (e.g. 30%). And this because there 
is the perception that the insurance firms are unwilling to assume the risk, 
although by MARD normative acts, the farmers are obliged to conclude 
insurance policies (in order to receive the payments per hectare, for 
example). 

 
  2.1.7. The decentralization of the national land reclamation 
system, so that the irrigation facilities come under the administration of 
local authorities/at county level or at zonal level; at the same time, the 
irrigation systems created by farmers at local level should have the same 
treatment from the part of the state (to receive the irrigation water subsidy) 
as those from the national system.  
 
 

2.2. Accelerated harmonization with CAP scenario 
 
The hypotheses of this scenario are based upon the fact that the 

transition period 2007-2009, when the Romanian state still had the 
possibility to finance certain measures existing in the pre-accession period 
from national budgetary funds, was aimed to ensure a gradual and less 
painful transition to CAP financial discipline. In other words, in this period 
an adaptation of farmers to the CAP measures should take place, together 
with the diminution of the national support provided in the pre-accession 
period, mainly by financing the distorting market measures (price subsidies, 
input subsidies, etc.). 

In consistency with this principle, under this scenario we propose a 
diminution of the funds allocated to market measures that have already 
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proved their efficiency in the pre-accession period; in addition, we propose 
a series of decoupled measures, in concordance with the the new CAP 
regulations on the state aid in agriculture.  

Among the market measures that we propose to be continued in the 
year 2009, yet with support diminution (by half, for example), we list the 
following categories: 
 

2.2.1. Support to livestock farmers, through the following types of 
measures: -maintaining the price support to the animals delivered to 
slaughtering units only in the pig and poultry species, yet with a lower 
value; -support to the improvement of genetic quality in livestock herds, in 
all species; -support to the initiation of a National Insemination Program in 
meat bovines, so that to create the premises for bovine farms specialization 
in meat production (small and medium-sized farms) or milk production 
(medium and large-sized farms); -for the support to bovine and sheep 
species and the recovery of income losses determined by the price subsidy 
withdrawal for the slaughtered animals, we propose the devotion of larger 
amounts to the livestock sector from the national top-up, as the value of 
payments per hectare from European funds (SAPS scheme) will increase in 
2009 compared to 2008. 
 

Among the measures proposed here, only the price subsidy for the 
pigs and poultry delivered to slaughtering units is part of the category of 
support that has to be withdrawn after 2009 and hence we proposed the 
diminution of this type of support.  

The measure referring to the improvement of the genetic quality of 
livestock herds and that referring to the national program for inseminations 
in meat bovines can be included in the category of compatible measures, 
which can be financed as state aid according to the present regulations. 
 

2.2.2. The measures that are proposed next are decoupled measures, 
namely: 

- De minimis payments to agricultural holdings; this support should 
not be used for aids that distort the domestic or foreign markets. This 
support should be very well targeted to a certain category of farms that have 
to be supported.  
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- Support to investments targeting the storage, marketing and 
quality management of agricultural products, through measures as: - 
financing the building up of grain warehouses according to European 
standards, which should be used in intervention situations; - funding the 
investments in the marketing and storage of vegetables, fruit and potatoes; - 
funding the investments in slaughterhouses and meat processing capacities 
at European standards; - funding the investments in milk cooling facilities, 
milking equipment; - encouraging the investments made by producers’ 
groups, but only on co-financing basis, in order to create collective 
responsibilities for these organizational forms; - establishment of a market 
information system for farmers    

- Medium/long term plan for land consolidation through: increasing 
the value of the present life annuity; implementation of measures referring 
to early retirement and setting up young farmers; fiscalization of incomes 
and properties from agriculture.  

- Measures for risk management in agriculture, generated by 
climate changes. 

- Increasing the efficiency of the national land reclamation system, 
through decentralization and re-organization eventually. 
    - Support for disease (epizooties) control in animals and integrated 
pest and disease control in crops. 
 
 

 
3. CONCLUSION 

 
After CAP adoption, there is a higher previsibility of the agricultural 

policy and payments to farmers. Yet, in this case, too, great delays are found 
in providing these payments due to the deficiencies in the operation of the 
Agency of Payments and Interventions in Agriculture. At the same time, the 
withdrawal of market support measures that have been financed so far (year 
2009) as state aid will have negative effects upon the farm incomes and the 
profitability of certain products will suffer (we refer here to pork, poultry 
meat and milk in particular). 

That is why we consider that from the two scenarios for the budget 
of the Ministry of Agriculture proposed in our study, the former (continuity) 
scenario would be more beneficial for farms, as it still provide a certain 
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respite for certain deficient Romanian products before they have to face the 
competition rigours on the single market. 
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