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Abstract

The objectives of the paper are to provide a picture with the main characteristics and
the dynamics of the cereals” market from Romania in the last decades, before and
after Romanian EU accession. This image and the personal comments are presented
in the direct connection with the actual context of high level of competitiveness at
regional level, EU level and international level. Generally, the cereals’ market has
had a dynamic evolution at international level, also regional level. Romania is part of
the Black Sea Region, also EU member, two important cereals players in the world.
Romania has the major Eastern port of the EU on the Black Sea coast, Constanta,
which is the main door for EU cereal trade to East. This is the reasons why we analyse
the evolution of the cereals’ market from Romania before and after EU accession
and we want to emphasize the transformations of the Romanian market during
this period. The applied methodology contains a statistical analysis based on areas,
yields and production indicators, also the trade flows. It is analysed long series of
data provided by the Romanian National Institute of Statistics, Romanian Ministry of
Agriculture and Rural Development, also FAO and Eurostat where they were useful.
Besides these, we use results of qualitative analysis based on interviews and opinion
of experts in the field, information, declarations and comments published in press, by
officials from administration or business.

The results of the analysis emphasis the present state of the Romanian market, the
evolution in the last decades, also the main constraints for a better evolution of the
cereals’ market in Romania, the improvements and the main challenges for the future.

Key words: Cereals, Market characteristics, Pre-accession period, EU membership,
Romania.
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Introduction

European geopolitical changes in recent decades have directly influenced international
trade and agri-food markets. International trade agreements and regulations developed
at European Union (EU) level for agri-food markets have introduced new rules for
the actors involved. This was also the case for the cereal’s markets. In recent years,
the international cereals’ market has evolved dynamically. The analyse is realised
because there are new trends in the field, which are the results of the new and complex
international and regional context, which includes the high level of competitiveness
from different major actors in the world like EU countries, the Black Sea countries,
North American countries, and South American countries. Because Romania is part
of the Black Sea Region the article analyses the Romanian market and its dynamics.
The Black Sea Region covers a huge area and it is an active player on the European
and international market for agri-food products (see Figure 1). In its area, there are
countries with huge agricultural potential for grain production, good soils and good
facilities for international trade, due to the presence of important ports along the
Black Sea coast and the Danube River, among other ports on important rivers in
former Commonwealth of Independent States (CIS).

Figure 1. Black Sea Basin
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Source: after EnviroGRIDS, 2012.

The current situation of the cereals’ market in the region reflects the effects of EU
enlargement and trade globalization, as well as the influences that have emerged as a
result of the high level of competitiveness in other countries around the world.
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Black Sea Region has developed and continues to develop in the global context of
economic development. Romanian market followed the trend. In the same time,
the demand for cereals has increased. Overall, wheat consumption is expected to
increase in the next decade. It is estimated that, the use of wheat feed will increase
in general, but especially in countries with large populations and high demand for
bakery and meat products such as China, Pakistan and Vietnam. The share of the top
5 wheat importers (Egypt, Indonesia, Algeria, Brazil, and Japan) is likely to remain
consistently high. Intensification of world maize consumption is also planned.
Namely, the consumption of maize per capita will increase, especially in Africa.
Also, it is expected that, Vietnam will join the above-mentioned group of states and
has a chance to replace Egypt as the 5™ largest importer of maize.

Obviously, the increase in consumption and demand for grain in the world is due to
economic development and changing in consumer preferences, but first and foremost
it is the result of increasing world population. The population growth will occur
mainly in Africa and Asia, continents that still have large populations. This is the
current picture of international markets and the development prospects of the cereals
market, which leads us to believe that this market will have a dynamic upward
evolution in the future.

Literature Review

The cereals market has often been analysed by various authors both in Romania and
in the world. As it is an important sector of crop production, we consider it useful to
deepen this topic. We want to analyse the grain market from another perspective and
for this we conduct the analysis performed from the previous works of the author,
namely “Gains and losses of Romanian agri-food products on EU intra-trade market”
(Voicilas, 2013), “Cereal market in Romania-regional competitiveness” (Voicilas,
2014), “Competitiveness of the Romanian agri-food trade and the new agricultural
policies” (Gavrilescu, Voicilas, 2014). Previous research by other Romanian authors
has also been used, such as “The Romanian cereal production at regional level”
(Sima, 2009). The publications of the Romanian National Institute of Statistics and
the reports of some international institutions facilitated the realization of the written
article, such as “Territorial competitiveness - Creating a territorial development
strategy in light of the LEADER experience” (EC, 1999).

Methodology and Used Data Sources

The applied methodology contains an analysis of statistical data, namely areas,
productions, yields, and trade flows indicators. The analysis covers the period 2000-
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2006, until Romanian EU accession and then, the period as EU member, since 2007.
Long series of data provided by the Romanian National Institute of Statistics (INS),
the Romanian Ministry of Agriculture and Rural Development (MADR) and FAO
data were analysed. We also completed the article using the results of qualitative
analyses based on interviews and the opinion of experts in the field. In addition,
we used information, statements and comments published in press by officials or
business leaders.

Results and Discussion

Areas, productions and yields

Agriculture is a branch with old traditions in the Romanian economy, which in
recent years has contributed about 5% to the formation of Gross Domestic Product
(GDP), according to data published by INS (Pana, 2019). In agriculture, plant culture
is predominant (animal husbandry has declined in the last three decades). In turn,
crop production is concentrated on two major crops: cereals and oilseeds. Cereals
represent the main crop practiced on arable land, on average 67.8% of the arable
land (Sima, 2009) and this is a consequence of tradition, aside, but also of favourable
fertile soil conditions in the south, southwest and southeast of the country. Among
cereals, wheat and corn are the main crops, but are grown in smaller quantities barley,
rye or oats, as well. Therefore, it can be said that Romania’s agriculture has a cereal
character which is determined both by the need for self-sufficiency of the population’s
consumption, and by the favourable environmental conditions (Sima, 2009) and by
the export opportunities as an EU member country.

The INS and MADR statistical data are in support of the above. We will divide the
analysis of the main indicators into two periods, the one before the accession into the
EU and the one after the EU accession. Thus, before EU accession, the evolution of
the main Romanian indicators, i.e. cultivated areas, average productions and total
productions, for cereals cultivated in Romania is presented in Table 1.

During the analysed period, at least 5.5 million ha (2003) were cultivated with cereals
(MADR, 2020), which demonstrate the specialization on cereals of Romanian
agriculture. Among cereals, the areas cultivated with corn were predominant (at least
44.8% of the surface cultivated with cereals in Romania in 2005), then those with
wheat, with at least 31.3% in 2003. These weights show that corn and wheat are the
main cereals grown in Romania, together accounting for between 85.9-89% of the
area cultivated with cereals.

Regarding the average productions obtained, we notice that they fluctuated from year
to year, for all cereals. The lowest averages were in 2003 for wheat, rye and barley

34



WBJAERD, Vol. 2, No. 1 (1-68), January - June, 2020

and in 2000 for maize. 2002 was also an agricultural year with poor yields, especially
for corn and rye. Only in one situation (2004) did the yields approach those of the
western EU countries, both for wheat and maize.

Opverall, variations in total cereal production were very large, from 10,477.5 thousand
tons in 2000 to 24,403.0 thousand tons in 2004 (2.3 times higher). The largest
variations were for wheat 3.1 times (2004 compared to 2003), for rye 3.1 times in the
same period, for barley 2.9 times (2001 compared to 2003) and 2.9 times for corn
(2004 compared to 2000). It follows that the weakest year was 2003, and the best
2004. It is obvious that the variations were mainly determined by climatic conditions,
by the lack of precipitation and the lack of irrigation system necessary to replace it,
but also by the inappropriate use of modern fertilizers and technologies.

Table 1. Cereal indicators in Romania (EU pre-accession period)

Parameter | Crop | 2000. | 2001. | 2002. | 2003. | 2004. | 2005. | 2006.
Wheat 1940|2546 2297|1735  2296| 2476] 2013
e Rye 14 2 2 13 % 21 17
Barley 2] 52| 59| 330 425 485|332
(000ha) e 3049|2974 2895 32000 3274| 2.628] 2520
Total 5655 6295 6038| 5542 6265 5866 5.114
Wheat 2286 3038|1924 1429 3403| 2965 2.746
Yields (ke/ |Rye 1549 2326| 1636 1356| 2511 2371 2072
ha) Barley 2.0105| 2983|2005 1641 3312| 2227 2331
Com 1603|3066 2902| 2.993| 4441]| 3952| 3.565
Wheat | 44344] 7.735.1| 44210| 24791| 7.8124| 73407 55262
Total Rye 28| 286]  201| 174|550  490] 357
production | Barley 8670 15800| L1604| 5408| 14060| 1.079.1| 7729
000f)  [Com 48976] 9.1192| 83998| 9.577.0| 14.541.6] 103885| 8.984.7
Total | 10477.5] 18.870.9] 14.356.5] 12,7903 | 24.403.0] 193455 15.759.3

Source: Sima, 2009; MADR, 2020.

After Romania joined EU, the situation of cereals in Romania did not change
radically, but it has been improved compared to the pre-accession period. Regarding
the indicators considered for analysis, the cultivated areas were dominated by corn
and wheat (between 4-5 million ha annually), had a constant general dynamic, and
corn was preferred over wheat, as before.

The average yields continued to fluctuate, but they did not have the amplitude of the
previous period. As a general trend for the period 2007-2015, the evolution of yields
was upward, except for 2012 when they were the weakest of the whole period, as a
result of unfavourable climatic conditions and lack of irrigation systems.
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As a result of the two previous indicators, the total production evolved in general
increasing, with those variations caused by the dry years (2012), or the corresponding
non-use of fertilizers, especially at the beginning of the period. Improvements
in cereal crops in the post-accession period are evident, which highlights an
increase in economic performance and competitiveness of the sector. This growing
competitiveness must be analysed in comparison with the previous period, not with
the results obtained by other EU member states, especially France, Germany or the
Netherlands, the main Community countries competing for Romania. The main
indicators of the analysed post-accession period are presented in Table 2.

Table 2. Cereal indicators in Romania (period after EU accession)

Wheat 2007 2008 2009 2010 2011 2012 2013 2014 2015
Surface (000 ha) 1,975 | 2,1103 | 2,1488 | 2,1624 | 1947 | 1,997.6 | 2,104 | 2,1129 | 2,043
Yield (kg/ha) 1,541 3,403 2,421 2,688 3,663 2,652 3,468 3,590 3,842
Total (000 t) 3,0445 | 7,181 | 5202.5 | 5811.8 | 7,131.6 | 5297.7 | 72964 | 7,584.8 | 7851
Corn 2007 2008 2009 2010 2011 2012 2013 2014 2015
Surface (000 ha) 25247 | 2,441.5 | 2,338.8 | 2,0984 | 2,589.7 | 2,730.2 | 2,5183 | 2,512.8 | 2,528
Yield (kg/ha) 526 3,215 3,409 4,309 4525 2,180 4,488 4,770 3,509
Total (000 t) 8539 | 7.849.1 | 79733 | 9,042 | 11,717.6 | 59534 [ 11,305.1 | 11,988.6 | 8871
Barley 2007 2008 2009 2010 2011 2012 2013 2014 2015
Surface (000 ha) 363.8 394 517.5 515.8 419.5 424.2 495.7 516 462

Yield (kg/ha) 1,461 3,069 2,284 2,542 3,170 2325 | 3250,5 | 3,319 3,424
Total (000 t) 5314 | 1,2094 | 1,182.1 1,311 1,329.7 | 9864 | 15422 | 1,712.5 | 1,582

Source: processing after Cristu et al., 2016.

Trade

With regard to trade in cereals, we analyse both exports and imports, at intra-
Community and extra-Community level, for both periods considered.

The period 2000-2006 is characterized by reduced trade flows, both at intra-
community and extra-community level (Figure 2.). The trade balance was both
positive and negative, but in terms of value and quantity trade was reduced. Romania
was unconnected to international trade flows. After 2007, EU membership brought
many advantages, including access to the European single market, but also the
possibility of increasing extra-EU exports as a beneficiary of EU trade agreements.
Since 2008, trade with non-EU countries has been steadily positive and growing. The
same happened with the total balance of Romania’s grain trade. In comparison, the
balance of intra-Community trade was also positive, but lower in value and quantity
than the extra-Community one.
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Figure 2. Total balance of cereals trade (in 000 EUR)
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Source: Gavrilescu, Voicilas, 2014.

When we analyse separately the intra-community trade with cereals, the situation is
presented as in Figure 3.

Figure 3. Intra-EU Cereals Trade (in %)
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Source: INS, 2020.

The share of intra-Community trade of cereals in total exports, as well as in the case of
imports, was permanently positive. The share of total exports in the period 2000-2006
is characterized by significant increases, and the period 2007-2015 is characterized
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by a continuous decrease, due to the pressure of products from the EU market,
products with a high degree of quality and competitiveness. In comparison, the share
of intra-Community trade of cereals in total cereal imports had a permanent increase
in both periods analysed. A rapid jump is observed in 2008, compared to 2007, when
Romania was member of the EU, and the intra-community market mechanisms were
already working in Romania. In fact, 2008 is characterized as a weak year in terms
of the share of exports in intra-Community trade, during which time EU products
had easy access to the Romanian market due to the lack of strong competition from
domestic producers. Since that year, the share of total imports has remained high,
but relatively constant for the analysed period. This show that immediately after
accession, Romania could not cope with intra-community competitiveness and the
impact was strong. It also shows that Romania’s main partner in the case of imports
is the EU (over 90% of total grain imports). Regarding exports, the intra-community
market is less accessible to Romanian products, a fact reflected in their lower share
(not more than 40% of total exports) compared to the share of imports, which shows,
again, the lack of competitiveness of products from Romania.

With regard to extra-Community trade in cereals, the situation is different from intra-
Community trade, as shown in Figure 4.

Figure 4. Extra-EU Cereals Trade (in %)
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Source: INS, 2020.

The share in the extra-community trade in cereals in total exports, as well as the
share in total imports, was permanently positive, as in the case of intra-Community
trade. But the evolution was different. Thus, the share of extra-Community exports
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in total cereal exports was decreasing in the period 2000-2006, and then fluctuated
in the post-accession period. On the other hand, the share of extra-Community
imports in total grain imports gradually decreased in the period 2000-2006, so that
from 2008 to be at a low level, constantly. This is clear evidence of the growing role
that non-EU countries play since accession, as the main partner in the grain trade,
in terms of exports made by Romania and the decrease in trade flows with them in
the case of imports. We remind that in the case of grain imports, Romania’s main
partner is the EU.

Key determinants for the evolution of the cereal market

At the end, we want to mention a series of factors that were identified as having
negative influences on the evolution of cereals in Romania, especially in the pre-
accession period.

Dualism and polarization of agricultural structures had negative influences on
cultivated areas, yields and total production. Distribution of agricultural holdings has
a strong double character. Average agricultural area of a farm in Romania is well
below the average size of an EU farm. About 80% of the utilized agricultural area is
divided between two categories: 80% of total holdings consist small holdings under
5 ha and the rest consist holdings with over 50 ha, as shown by INS data (INS,
2020). The intermediate segment is poorly represented, but this segment deserves
to be developed in order to maintain a certain balance between producers and their
supply on the domestic market. This can be done by turning some of the small ones
into medium-sized producers, either through special government programs or by
accessing EU funds by small ones who want to develop.

Unused (abandoned) land is alarming phenomenon’s that could be and can be
still observed in Romanian agriculture, and here we do not include only the land
legally removed from the agriculture due to the development of localities, industrial
platforms and service spaces. We also consider the land, which is legally unused, in
accordance with EU regulations (for regeneration). The third category of land we talk
about is the land unused after their abandonment by the owners. All these categories
have negative effects on the performance of the Romanian agriculture.

The competitiveness of cereals in the Black Sea Basin has been for many years a
factor of pressure on the Romanian market, due to fierce competition from similar
products from the main competitors in the Black Sea Region, and here we include
Ukraine, Russia, and Kazakhstan.

Another factor that negatively influenced the Romanian grain market for many years
was the “black market”, precisely the tax evasion. Romanian officials (Financial Guard,
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ANAF, Competition Council) have often admitted that there is a “black market” for
cereals (Burlacu, 2002; Anton, 2006; Popescu, 2009; Trif, 2010), but official figures
indicating the size of this market do not exist only as estimates. According to some
specialists, the “black market” of transactions with cereals, mainly wheat, represented
in the past about half of the Romanian market. For example, a preliminary report by
the Competition Council in early 2009 showed that, illicit wheat sales in Romania
represent 40% of total transactions (report on the investigation useful for knowing
the bakery grain market, triggered by the Order of the President of the Competition
Council), (Consiliul Concurentei, 2009).

Pressure on the price of agricultural land is another factor to consider. This pressure
is affecting grain business, whether it is an increase as a result of real estate
speculation, whether it is a strategic investment or whether it is a normal increase in
prices due to the transition from the status of candidate country to accession to EU
member state status.

Conclusion

The results show that, in the last decades the cereals’ market in Romania had positive
developments underlined by the size of areas, yields, total production, and trade. This
development favoured mostly exports. At the same time, there were factors that slowed
down the evolution of the analysed indicators. Thus, a problem that the authorities
must solve is the lack of adequate infrastructure and logistics to the potential. We have
in view the lack of storage facilities, even if their construction process has accelerated
in recent years, or the lack of transport infrastructure to the main ports through which
products are exported, i.e. the port of Constanta from the Black Sea coast or other
ports from the Danube River. Also, a common problem identified is the lack of
functional irrigation systems, to make up for the lack of precipitation in certain years,
or certain periods of the year, or finding solutions so that Romania no longer export
premium without added value and to import finished products with added value,
which affects the trade balance. The price of oil, as well as the refugee crisis can
affect to some extent, indirectly, the analysed sector and especially the international
trade. In this general context, we must not omit the increasingly perceptible climate
change in recent years, but also the legislation, policies and strategies adopted by the
governments and which have encouraged the development of bipolar agriculture.

On the other hand, factors with a positive effect on the cereal sector were identified.
Here we include the EU accession, which forced the increase of the competitiveness of
agri-food products, even if for the short and medium term it had a negative impact on
the trade balance, precisely due to the lack of competitiveness of the Romanian products.
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In recent years, the Black Sea Region has become the second largest grain market in
Europe, as the official data from Eurostat show (Eurostat, 2020). It is clear that, for
Romania the competitors in the Black Sea Region are Ukraine, Russia and Kazakhstan
(FAO Data and reports, FAO, 2020), as the result of their surfaces cultivated with
cereals and productions obtained. It is a permanent competition that takes place not
only in terms of production and yields obtained, but also in terms of trade that takes
place through the main ports on the Black Sea.

In a few words, we conclude as follows: Romanian market is less developed in EU;
at the same time is one of the most competitive Romanian sectors, compared to
other sectors at national level. It is clear that for many years, the lack of stable and
rigorous legislation and the weaknesses of national institutions have led to market
uncertainty and underperformance, a market that cannot compete with other EU or
world markets such as the EU, US and Canada. The problems analysed in this paper
are not exhausted, but they represent the main characteristics of the evolution of the
Romanian cereals market in the last decades.
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