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The paper analyzes the development of the milk and dairy sector in the 
context of introducing and implementing the quota system in Romania: 
the demand and supply for each representative category of dairy 
products; prices – in correlation with quality; processing and 
commercialization, as well as new elements of product policy.  
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1. MILK PRODUCTION 

 
Milk production in on the second place in Romania’s agriculture 

after meat production; in the year 2007, it accounted for 21% of the animal 
production value and 8% of the agricultural output value. Milk is an 
extremely perishable product, which imposes the presence of a logistical 
system along the chain, able to bring the desired products to the consumer in 
the shortest time possible, under an adequate form and at a high quality.  

Compared to 2006, in late 2007, both the breeding stock and the 
total production declined by 78 thousand heads (4.5%) and by 3432 
thousand hl respectively. The main cause was the increase of feed prices, up 
to 30% by the end of 2007. In the regions affected by natural disasters from 
Muntenia, Moldova and part of Transylvania, the peasants had to sell their 
animals at a quarter of the normal market price. Thus, in many cases, the 
peasants had to sell a lactating cow for 500 RON, when normally its market 
price ranged from 2000 to 5000 RON. The most affected region was the 
south (counties Ialomiţa, Constanta, Dolj and Olt) where a large part of the 
producers with two or three cows preferred to sell their animal sat modest 
prices or in many cases to slaughter them.  

                                                
* Institute of Agricultural Economics Bucharest, Romanian Academy 



FACULTATEA DE MANAGEMENT AGRICOL 

In the period 2000-2007, the restructuring of dairy farms was slow 
and it is far from being completed. Thus, in the year 2007 milk production 
was obtained on 1.05 million holdings whose average size was 1.63 heads, a 
much lower size compared to their European average, and 72 % of the total 
dairy cow herds are found on very low-sized holdings (1-2 heads). The 
holdings with over 100 heads, which we consider commercial or potentially 
commercial farms, account for 2.23%; these have only 0.02% of the total 
dairy cow herds. On comparative basis, in the year 2005 there were 2.8 
million dairy farms in EU-27, out of which 2 million with 1 - 2 cows. Out of 
the 2 million small-sized farms, 1.6 million are found in Romania and 
Poland. By contrast with the small far size in Romania and Poland, the 
average farm in Great Britain was 80 heads in 2005, 85 heads in Denmark 
and over 100 heads in Cyprus. 

 
Graph 1: Structure of dairy farms - 2007 - %  
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Source: MARD 

 
Raw milk collection is the decisive factor for the profitability of milk 

processors. Both milk quality and quantity are affected by the high level of 
milk production fragmentation. Thus, about 76% of the milk production 
comes from the small-sized farms with 1-2 cow heads, accounting for 92% 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (2) 

of total dairy farms. The logistics of the milk collection process is still 
poorly developed, and the companies prefer to collect milk from a single 
source, on an area of 500 km. The scattered milk collection sources in the 
territory, even though the distances are low, increases the handling and 
transport costs and is not favourable to quality preservation. The bulk of raw 
milk collection (60%) is found in the counties Cluj, Braşov and Timiş, 
where the supply is more concentrated. 

 
Graph 2: Milk production structure by types of farms 
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Prices  
After the accession to the EU, many difficulties appeared related to 

the respect of milk quality standards required by the Community, which 
influence the prices. It is estimated that only 30-40% of the total milk 
quantity produce don the peasant holdings is conform with regard to the 
organic content. That is why urgent measures are needed for milk chain 
organization.  

Milk prices on the peasant market were higher than the procurement 
prices offered by processors in the period 2001-2007. The average 
procurement prices increased slowly (maximum 0.75 RON/liter in 2007); 
the price son the peasant market experienced great increase after 2004 (1.70 
RON/liter in 2007).  
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Graph 3: Milk cow prices evolution  
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Source: Romania’s Statistical Yearbooks 1990-2007, National Institute for Statistics 

  
2. MILK INDUSTRY 

 
The concentration and structural change tendency was more and 

more obvious at the moment when Romania joined the European Union.  A 
great part of the milk processors in Romania completed their modernization 
process and are now conform to the EU legislation, and other units ceased 
their activity. According to the data supplied by the National Sanitary-
Veterinary and Food Safety Authority, in the year 2008, out of total 264 
dairy factories, 35 units authorized for Intra-Community trade, 42 units are 
conform to the Community structural requirements, authorized to receive 
and process conform and non-conform milk on non-separated lines, 2 units 
are in conformity with the Community requirements, authorized to receive 
and process conform and non-conform milk on separate lines and 185 units 
are still in the transition period until 31.12.2009 when they will have to be 
conform to the EU standards or cease their activity. In the period 2001 – 
2006, milk production increased from 1168 thousand hl in 2001 to 1800 
thousand hl in 2006 (35%); milk powder production experienced a 
decreasing or stagnating trend, the fresh dairy production increased 2.8 
times in the same period, while cheese production increased from 36 
thousand tons in 2001 to 60 thousand tons in 2006. 
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The number of multinational companies present on the Romanian 
market is not great, compared to other industries, yet their market share is 
quite significant. The dairy market, estimated by the experts in the industry 
at about 900 billion euro, in the year 2006, is shared by 4 great players: 
Friesland (branch of Friesland Coberco Dairy Foods from Netherlands, 
under partnership with Napolact), Danone, Dorna Lactate (a Romanian- 
Swiss partnership) and Hochland. 

 
3.   TRADE WITH MILK AND DAIRY PRODUCTS 

 
The fresh milk market offers three main types of products: ultra-

pasteurized milk (UHT); pasteurized milk, which together with UHT 
milk account for about 10% of the fresh milk quantity sold in Romania; 
milk that is not industrially processed, incurring risks for consumers’ 
health but traditionally preferred by Romanian consumers, still 
accounting for 90% (a huge share) of the milk sold in Romania.  

The most important channel from the point of view of the milk 
flow in the year 2007 was represented by the sales on the peasant market 
and by self-consumption, about 67% of total milk production.  

The balance of trade in milk and dairy products was permanently 
negative in the period 2003-2007, the highest deficit being experienced 
in the year 2007, i.e. 2190 thousand hl. 

 

Graph 4: Balance of trade in milk 
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Source: Romania’s Statistical Yearbooks 2004-2008, National Institute for Statistics 
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The balance of trade had positive values only in cheese in the 

period 2001- 2007. The milk and dairy imports after accession came 
from Germany, 31% of total imported dairy products in 2007 and 33% in 
the first 8 months of 2008, followed by Hungary, with 21% in 2007 and 
16% in 2008, Poland with 16% in 2007 and 14% respectively in 2008. 
 

4. FULFILMENT OF MILK QUOTAS IN THE FIRST 
IMPLEMENTATION YEAR 

 
EU enlargement by 17 new Member States determined the 

appearance of 103 million new consumers on the Single Market and milk 
quota increase by 24.5 million tons compared to the quota stipulated with 
the 2003 reform, so that at present the milk quota for EU-27 totals 142 
million tons. 

With the accession to the European Union, the support policy in the 
milk sector in Romania was to implement a support scheme similar to that 
in use in EU, by providing decoupled payments per animal head, while 
maintaining the national support scheme for the improvement of the 
breeding stock and of the quality of animal products. In 2007, the quota 
system was implemented, together with the complementary national direct 
payments and providing milk premia for the conform milk delivered to the 
processing units.  

CAP Reform has in view the milk quota elimination beginning with 
the year 2015. For the preparation of the sector and shock attenuation, the 
Council approved the European Commission proposal to increase milk 
quota at European level by 2%; this increase was applied to each EU 
Member State. Thus, the milk quota for Romania in the market year 1 April 
2008 – 31 March 2009 is 3.11 million tons. This supplementing was 
expected by farmers as investments have been planned in new production 
capacities. As regards the market year 2007-2008, the Agency of Payments 
and Intervention for Agriculture (APIA) considers that the producers did not 
exceed the quantities allocated by the European Union at national level, and 
in this situation Romania will not have to pay the amount due for exceeding 
the allocated quota. The non-fulfilment of milk quota, both delivery quota 
and direct sales quota, is due to the conditions of the agricultural year (the 
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drought in 2007), to the inadequate farm structure and to the insufficient 
necessary funds for investments and for milk quality increase.  

According to the provisional results published by the European 
Commission after the first year of quota system implementation, 242 303 
active buyers reported a milk quantity for processing of 937 689 tons, 
representing 71.4% of milk delivery quota; 436 911 producers reported 
direct sales of milk and dairy products in milk equivalent of 1421 thousand 
tons, representing 82.1% of total direct sales quota allocated for the year 
2007/2008. The non-fulfilment of quota per total country is quite high, 
mainly for the delivery quota, almost 30% and about 18% in the direct sales 
quota. The highest percentage of quota non-fulfilment (71%) is found in the 
category of small farmers with allocated quotas under 3000 kg and 3000-
5000 kg, hence the producers with 1-2 cows on the average, with maximum 
3-4 animals/holding. The large commercial farms (over 100000 kg) even 
exceeded the quotas by 9%, while the quota fulfilment percentage of the 
farms with quotas from 50000 to 100000 kg was 83%. The quota fulfilment 
percentage on the medium-sized farms (with quotas from 5000 to 50000 kg) 
was 74% on the average.  
 

5. CONCLUSIONS 
 
- development of infrastructure for raw milk collection even in from 

the remote regions; 
- financial support for milk quality increase in conformity with the 

European standards with regard to organic content and correlation with 
price;  

- development of a market information system and the access to 
information of all the players in the chain; 

- best use of the opportunity to export traditional niche dairy 
products both on the national and the European markets; 

- development of national programs to improve the genetics of 
animals for the holdings of a certain economic size; 

- decrease of the dairy cow herds to about 700 000 heads, which can 
ensure a milk production at the level of allocated quota; 

- improvement of milk quality parameters at the level of EU 
standards; 
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- stimulation of milk quota transactions between farmers, by the 
diminution of the percentage of retention to the national reserve;  

- balanced development of dairy cow production in all the regions of 
the country by limiting the quota transaction within the same region; 

- the association of farmers represents a significant measure for 
strengthening their role in relation with the processors for the efficient sale 
of production. 
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