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After Romania joined the European Union, the competitive pressure on 
agriculture and the food distribution sector has intensified. Investment for 
boosting productivity must increase in order for the Romanian products 
to be competitive from a price standpoint. To a great extent, Romanian 
agriculture ensures only sustenance. The lack of capital, the reduced size 
of agricultural businesses, the inefficiency and lack of technology are 
some of the greatest problems that this economic branch faces. Also, the 
great number of small farms is a proof of the lack of performance of 
Romanian agriculture. 
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INTRODUCTION 

Next to the energy sector, agriculture is a strategic sector of the 
national economy, considering its potential but especially the basic products 
it provides. Human beings are motivated by needs they try to satisfy. The 
theory of the hierarchy of needs has further underlined the idea that humans 
prioritize the needs that ensure their survival: food, water, shelter. The 
economic crisis is characterized especially by a contraction of demand 
based on the changed behaviour of the consumer and the decreased 
purchasing power he has. The correction in some sectors such as financial, 
banking or real estate will in the end have an impact on the other sectors, 
both positive and negative. The social importance of agriculture in Romania 
is thus greater given the great numbers that inhabit Romania’s rural areas. 

In the emerging economies lately there have been chaotic changes 
lacking a systemic approach in the macro-environment analysis prior to 
decision making. Although strategies are conditioned by structural factors, 
any rapid transformation must be preceded by the outlining of a strategy. A 
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separate approach of policies in different sectors: economic, social, cultural, 
technological, environmental and legal impeach the generation of synergies. 
Not always the environment is easy to understand or diagnose because it 
expresses the influence of several factors that taken separately lead to a 
diminished clarity of decision and thus strategic near sidedness. 

 
MATERIAL AND METHOD 

In Michael Porter’s vision “The Competitive Advantage of Nations”, 
the national origin of an organization plays an important role in the level of 
development potential or the ability to build, consolidate, maintain, amplify 
or renew a global advantage. The initial location of an organization 
influences heavily the mastering of key factors for success that can 
participate directly or indirectly in the development of competitiveness. 
Actually, Porter creates a model for strategic analysis often called “Porter’s 
Diamond” that seeks to highlight the existence of intrinsic reasons for the 
fact that certain nations or certain industrial branches within that same 
nation are more competitive than others. Porter also developed the “Five 
forces analysis”, a system that will be used throughout this paper in the 
analysis of the Romanian agriculture and its problems.  

Michael Porter’s competitive diamond includes four main factors 
that influence governmental action. 

1. Aspects regarding production factors: competitive advantage is 
built not on inherited factors, but on those created. 

Romanian economy has four abundant production factors that can be 
used to form competitive advantages: highly skilled human resources, land 
resources with a high fertility degree and a favourable climate for the 
development of agriculture, various inexpensive raw materials, a good 
geographical position. 

From the ecologically cultivated surface standpoint, Romania ranks 
44th out of 122 countries, according to „The world of organic agriculture 
2008” that releases each year a worldwide study. Ecological agriculture in 
Europe covers roughly one quarter of the continent’s cultivated land. 
According to data supplied by the Ministry of Agriculture, Forests and 
Rural Development (MAPDR), in 2008, the ecologically cultivated surface 
in Romania was 15 % greater than in 2007, reaching 220.000 hectares. 
According to Teodor Mihalcea, general manager of the General Direction 
for Implementing Agricultural Policies, within the MAPDR, the quantity of 
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ecological products obtained in Romania was 170.000 t in 2007 and roughly 
260.000 t, in 2008. 

2. Aspects regarding demand: The demand’s characteristics have 
a significant effect on the strategies of the national companies through taste, 
sophistication, dimension and subsequently through the pressure on cost, 
innovation and quality. 

The 80’s were characterized by depreciation in consumption while 
after 1990 the accentuated growth of demand and the massive penetration of 
imported food products generated a sudden improvement. Romanian market 
had a meat and meat products consumption of just over half the European 
level, an increased level of cereal products and potatoes in both urban and 
rural settings which give the deficient structure of food consumption in 
Romania. Increasing prices for food products led to a decrease of 
purchasing power of the Romanians. Reaching the optimal food 
consumption is achievable mainly through reducing the prices of food 
products and increasing the population’s revenue.  

In the analysis of the consumption’s structure in Romania we must 
be aware that there are significant differences compared to most member 
states of the European Union. In Romania food and other strictly necessary 
goods weigh more in the total consumption due to the lower purchasing 
power. According to the National Commission for Prognosis, the weight of 
food and strictly necessary goods is 65% of the average Romanian’s 
consumption. Self-consumption or the fact that some of the demand and 
supply are inflexible is more obvious than in other European states. Also, 
70% of the Romanian foreign trade is with the European Union, making the 
Romanian economy much more sensitive to the macroeconomic effects 
generated in the E.U. It is observed that Romania is at the end of a strong 
economical growth cycle that begun 8-9 years ago. 
    3. Connected or related industries: one condition of performance 
in a certain area is the existence of connected industries that are 
competitive on an international level; one area cannot be successful in 
isolation from the remaining economical network that supports its 
performance. 

Increasing the food consumption of the Romanians depends greatly 
of the successful integration of agriculture, food industry and the connected 
activities. One of the major trends of the food policies is to create an 
integrated system of agriculture, food industry and distribution. The 
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distortions in supplying the food products necessary for the population’s 
consumption can be shown by presenting the dynamic correlation between 
agricultural production and food production. Reaching competitiveness in 
the agricultural and food sectors in Romania can be achieved through an 
agriculture favourable policy that provides incentives for agricultural 
producers, through extending the integration process between agriculture 
and the upstream/downstream branches of the economy. All these are meant 
to draw mainly on the internal agricultural resources. 

4. Strategy, structure and competition between companies: 
Different management methods, the investment performance horizon, the 
companies’ size the market positioning are all elements that can sustain 
competitive presence in different industries or market segments. 

The end of the 80’s has seen the largest allocations for publicity 
(roughly 17% of the turnover). The efficiency of publicity has diminished. 
At a certain point, all competitors were allocating huge budgets to publicity 
and the ones that were intent on reducing them feared exclusion from the 
market. Against the background of such evolutions in distribution the policy 
of conditioning suppliers on price decreases continued. It is this policy of 
price decreases that determined at the beginning of the 90’s the lowering of 
publicity budgets. 

From the agriculture and food businesses, cost savings achieved 
from reducing publicity budgets have followed the assurance of successful 
negotiations with the big wholesalers. The marketing mix is rather focusing 
on price then publicity. The brand differentiates the product in the eye of the 
consumer, thus becomes also for the big wholesalers a leverage in its 
strategies. In improvement of distribution has been attempted through 
communication related savings. 

There is competition among distributors especially since their 
communication strategy is about price competitiveness. It is difficult to 
quantify which distributor provides the best prices or the best quality/price 
ratio. The distributors have internalized certain brands and no longer use the 
manufacturer’s brand. 

The distributor’s brand excludes other brands, at the risk of applying 
only one brand to the product. From the manufacturer’s point of view, 
whose brand has been created over the years at great expense, it is a 
dilemma whether to respond to the distributor’s demand for products that 
will be sold under the distributor’s brand. The interest of the distributor is to 
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sell goods under his brand, usually at least 10% below the price of products 
under the manufacturer’s brand. The cost reduction is possible through 
promoting only one brand and lowering marketing costs. The disadvantage 
for the manufacturer is that he loses some of his profits but also customer 
recognition. These two disadvantages increase the supplier’s vulnerability. 
Only if the volumes increase does this strategy make sense for the producer. 
Unfortunately, the producer that refuses to do business this way will most 
likely be replaced by another one who accepts the compromise. 

Confrontations between manufacturers and distributors regarding 
brands have increased in the 90’s. In order to reduce the price to the 
minimum level possible, the products no longer have a brand and become 
“generic brand”, addressed to low-income customers. These are the food 
products that contain cheaper raw materials, often synthetic and not natural. 
The relationship between big distribution and producers is underlined by the 
goal to keep food products at the lowest price possible. 

The Diamond’s elements must be regarded as interdependent, 
competitive advantage being based on the systemic approach and not as 
separate elements. Weak links can damage the system’s competitiveness, it 
being dependent on the form of specialization adopted or imposed. 
Specialization can be: inter-sector, inter-branch, intra-branch, intra-
company, technological. 

Michael Porter believes that on an economical entity there are five 
competitive forces acting: 

Negotiating power of the suppliers (1) and negotiation power of 
the customers (2)  

In 2008 supermarkets maintained their market share. The expansion 
of supermarkets was significant, despite scandals about inflated prices 
through concealed taxes. A study carried out last years showed two periods 
with opposed tendencies, as in the spring the appetite for consumption was 
high and in the autumn diminished. 

The household consumption of general goods increased in 2008 by 
19% in national currency compared to 2007 and the GFK study shows that 
the frequency of visits to the supermarkets decreased and that the amounts 
spent increased together with the prices. 

The hypermarket as a form of distribution seems to have defeated 
definitively the neighbourhood grocery store after a four year growth of 
their market share accompanied by the decrease in the grocery store’s share. 
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The grocery store is the “victim” of the modern commerce. The way in 
which the hypermarkets entered the market wasn’t always the most 
civilised; they imposed minimal prices to the producers and thus the same 
goods are more expensive at the grocery store. It is estimated that in 
Romania’s capital, around 70% of the shopping is carried out in 
hypermarkets, an increase stimulated by the growing numbers of 
automobiles  

The threat of new entrants (3) 
The opening of markets generates both advantages and constraints. 

Opening through exchange (international trade) provides an opportunity for 
Romanian agriculture to penetrate markets with a high degree of absorption, 
considering the higher purchasing power of the E.U., but in the same time 
generates pressure on the local producers due to the intensification of 
imports. Opening through production can stimulate direct foreign 
investment. Financial opening can stimulate the attracting of funds. Not 
always imports are a destabilising factor, because the increased competition 
will stimulate the increase in competitiveness of the local producers and an 
improvement of the experience effects.  From the consumer’s standpoint, 
imports diminish the pressure on household spending. Another beneficial 
effect is the transfer of know-how and technology. Intra-communitarian 
commerce of agricultural goods can generate economical increase as long as 
demand for locally produced goods increases. 

International commerce invites the national economies to become 
specialised, which in term generates scale effects but also experience 
impacts that increase competitiveness. 

Strategies that must be adopted by agricultural management are: 
allocation efficiency (where we allocate resources) and technical efficiency 
(how to utilise resources). 

In the E.U., agriculture in the 60’s was characterised by an 
insufficient supply and on the other hand a low productivity and revenue 
level. Long term analysis showed three situations in the agricultural 
products markets: 

1- supply can be structurally insufficient;  
2- supply can be structurally excedentary;  
3- markets can be structurally balanced ; 
Situation 1: One of the causes of insufficient supply can be the low 

efficiency of the agricultural businesses. Balance can be reached through 
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imports but the states’ objective should be to reduce exterior dependency. 
Actions that stimulate the producers to modernise farms and increase 
productivity corresponds to the end of the 50’s. 

Situation 2: Excessive production of agricultural products 
characterises modern agriculture in which the increase in productivity does 
not follow an increase in demand. Balancing tools are exports and 
stockpiling, but these are not a solution in the case of worldwide market 
saturation or the costs of stockpiling become too high. In these cases the 
objective is to reduce production, which in term is difficult due to the 
unemployment that accompanies it. 

Situation 3: The state can regulate the market through acquisitions in 
times of exceeding supply and reselling in times of shortage. 

The threat of substitute products (4) 
Customers can switch between products are close substitutes of each 

other once one product’s price becomes too high. The products of 
agriculture are subjected to the same rules, substitutions being possible 
within the same group (cereals, vegetables, fruit). However, this threat has 
little impact on Romanian agricultural goods, due to the fact that the same 
diversity in products is encountered in Romania as well as in the other 
countries of the E.U., which are perceived as the main competitors.  

The intensity of competitive rivalry (5) 
Mostly depends on the number of competitors and the general industry 
trend; it determines the exit barriers, when decrease in prices of the goods 
sold force competitors into selling out of the business or bankruptcy. Small 
farms are unable to invest in technology and modern equipment due to the 
low prices of their products, prices that are imposed by the great producers 
who benefit to a great extent from economies of scale. Thus, a vicious circle 
is created, keeping small farms at a sustenance level.  
 

RESULTS AND DISCUSSION 
The development of agriculture directly improves the living 

standards of the rural population that earns a living from agricultural 
activities. According to data from the National Statistics Institute, rural 
population is not evenly spread, with significant differences on the entire 
territory of Romania. In the western part of Romania, most villages have 
densities of less 50 inhabitants/km2. Southern and Eastern areas have higher 
densities of between 50-100 inhabitants/km2. The North East has the 
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highest density of rural areas and as well the highest births number. The 
Danube Delta Biosphere Reservation has the lowest density, of only 28.7 
inhabitants per km2. 

Rural areas occupy 87.1% of the country’s territory. Rural 
population accounts to 45.1% of the total population (according to the NSI) 
which means 9.7 million inhabitants. In time the average density of the rural 
areas has remained constant (45.1 inhabitants per km2). Rural population’s 
weight is higher in Romania than in other E.U. states, where villages are 
less populated and on a lesser scale than urban areas. 
 The following rules and principles as presented in the „Agenda 
2000” must be respected: 

- a competitive agricultural sector must be able to handle gradually 
the international market; 

- production methods must consider protecting the environment; 
- quality products must be supplied; 
- agriculture must keep tradition and maintain the rural 

communities’ activities; 
- agricultural policies must be simplified and clearly define the 

line between common decisions that must be taken and what 
should be the state’s power in that matter. 

The lack of capital, reduced dimensions of the agricultural 
exploitations, the inefficiency and lack of technology are some of the 
greatest problems that the Romanian agriculture faces. 

1. Structure of the cultivated surfaces 
Improving the structure of the cultivated surface is a stringent 

problem, in part due to the very small size of most agricultural exploitations, 
that make it impossible to adjust to the market requirements and does not 
allow any real specialisation of production. Agriculture is a business like all 
others and it must look towards the market. The first concern must be 
satisfying the internal demand. 

2. Lack of association 
Lack of association is considered by most foreign economists as the 

main mistake in Romanian agriculture. Before 1990 Romania had over 60% 
cooperative agriculture but this form of exploitation disappeared after the 
lands were returned to the farmers. The return of the lands to their rightful 
was not a mistake in itself, but the way in which these lands were exploited 
was.  
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Thus, in lack of association, agriculture was denied the scale effects 
and in turn Romanian products were not competitive once they confronted 
the European products.  
 The advantage of scale economies is the sharing of fixed costs on 
large production volumes. The problem of distributing these products 
internally lies in the lack of negotiation power of the producers; entry 
barriers are about volumes and volumes translate into price. Increasing the 
experience effect should improve work productivity, and often a substitution 
of human capital by automated processes is a must.  

3. Penalties for unpaid subsidies 
Romania will suffer penalties from the E.U. for not paying 

agriculture subsidies from European funds on time. Payment of the 
subsidies must be made before the deadline of June the 30th, as per E.U. 
rules, before the middle of the current year. European funded subsidies are 
paid in amount of 60.7 Euro/hectare, and a total of 1,16 million farmers are 
eligible. Complementary subsidies of 46.7 Euro/hectare funded by the 
Romanian government are added. 
 The Romanian political environment has been characterised by the 
lack of consensus between the political parties regarding a long term 
national strategy for agriculture. By definition, strategic management 
implies a cultivation of the relationship with the future. 
  Orientation of the specific objectives as a result of the analysis: 
  The main orientation of the specific objectives must follow: 

- establishing rules that target the agricultural, food processing and 
distribution sectors systemically; 

- lowering production costs through increasing efficiency of 
agricultural exploitations; 

- adjusting production to demand; 
- optimising the usage of the available workforce;  
- conservation of the natural environment against potential threats 

from agricultural practices; 
- increasing product quality and price competitiveness; 
- promoting and establishing specialisation and diversification of 

agricultural activities; 
- protecting and improving forest resources; 
- stimulating and promoting agritourism, 
Proposed strategies for achieving these objectives: 
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- durable development of competitive agricultural and food 
processing sectors through scale economies and acceleration of 
the experience effect; 

- raising living standards in the rural setting through improving 
and developing social infrastructure, defining and establishing 
good agriculture practices necessary for a durable agriculture and 
rural development; 

- development of the rural economy through modernising the way 
agriculture is practiced, developing and diversifying economical 
activities, with the purpose of safeguarding and creating income 
and jobs; 

- development of the human resources through an increase in the 
quality of professional training of agriculture specialists;  

 
CONCLUSIONS 

Urgent measures for invigorating Romanian agriculture should target 
the following aspects: clarifying the property status, increasing the farm’s 
size, payment of subsidies on time, facilitating access to financing, a 
coherent information system and reasonable taxes.    
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