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REGIONAL DIFFERENCIES IN THE AGRICULTURE
OF BULGARIA AND ROMANIA

Margarita BOGDANOVA

regional economic asymmetry in the agriculture
of Bulgaria and Romania is relevant both to Eu-
1. Introduction ropean Commission and to the governments of
the countries and for the economic subjects, who

Today, after the finishing the accession ne-Will be direct affected by the coming changes.

gotiations with EU, Bulgaria and Romania have The sources of information for this research
the real chance to become full member states@'® Statistical yearbooks of the two countries,
But there are significant disparities between Statistical information of EUROSTAT, strategic

them and other state members. The difference®!anning documents of the two governments, the

concern many economic sectors and they cafnonitoring reports of European Commission and

impede the integration process and to prolong it50 M
in the future.

Agriculture is the sector in which the
asymmetry is the biggest. On one hand the shar
of employed persons in agriculture is very high
in the both countries. As a result the productivity
per worker in the sector is lower than in EU. On One of the major issues in the beginning of
other hand, in the agriculture of Bulgaria and the 2f' century is the deepening of regional dif-
Romania will be initiated many changes, which ferences. This issue is most explicitly revealed
should increase its competitiveness. Because oby the growing social disproportions among in-
the high employment in the agriculture in the dividual countries and groups of countries.
both countries, the reforms can be very painfulAsymmetry can have various dimensions, yet it
and they can become a social problem. That'ss a phenomenon that is becoming more and
why the reforms must be conducted carefully more topical to a large number of countries in
and the advantages and disadvantages should kke world.
weight. In this sense the research of regional This holds particularly true to the European
disparities in agriculture of Bulgaria and Roma- Union. Being a complex device with an ever
nia on one hand and EU on other hand, is achanging status quo, the EU has been going
question of present interest. through incessant evolution during the last years.

Except similarities there are many differ- Its parts vary in their dimensions and mechan-
ences between the two countries. Therefore thesms but they are to function as a single whole.
applying of common approach to them could beThe unification of those various parts of a single
unjustifiable and useless. So the outline of thedevice is a slow process that is further compli-
cated by the spatial expansion of the system and
the introduction of new elements to it. Not sur-
1 Corresponding addres€m. Chakarov Str. 2, Tcenov  Prisingly, the study of regional asymmetry and

Academy of Economics, 5250 Svishtov, Bulgaria, the proposals of measures for its reduction are a
e-mailmargarita_bogdanova@abv.bg

g. Formulation of the regional
differences issue
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focus of special attention to the European Com-nomic growth per capita is reciprocal to the ini-
mission. Diminishing regional discrepancies is tial GDP rate or individual incomes. Hence in a
the corner stone of regional policy, whose aim ismore narrow sense, if we have similar econo-
to advance social and economic unification mies in terms of production technologies, then
within the Union. The guideline of regional pol- poor economies would have a higher growth rate
icy in the EU is to support less developed than rich ones. This is due to the diminishing re-
regions and social communities and establish faturn of capital. Thus according to neoclassicists,
vorable environment for income and there are powers in society which influence au-
employment convergence, and as a result lead ttomatically the convergence of GDP and
convergent competitiveness of different coun-incomes per capita in different countries, i.e. af-
tries and regions within the EU. ter a certain period convergence is a fact and
The ambition to reduce regional discrepan-regional discrepancies become insignificant.
cies is in the core of a major complex process A number of further speculations have been
through which the world is going nowadays — made on the basis of the neoclassical theory.
globalization. Regardless of which interpreta- One of the most popular ones is that of Robert
tion of the concept globalization we have in Barro and Javier Sala-i-Martin (1992). They
mind, it is inevitably related to overcoming formulate a regional model comprising twenty-
backwardness within various groups, transform-two factors that influence economic growth,
ing social structures through technological namely: level of incomes, GDP structure, infla-
innovation, changing the way of life, and hencetion, financial market equilibrium, cross border
— reducing social and regional discrepanciestrade tariffs, etc. Barro and Javier Sala-i-Martin
among countries in the world. then calculate beta regression coefficients based
Regional asymmetry is overcome by vari- on statistical data, that would help identify by
ous policies and instruments for economic andhow many units the dependent value will change
social convergence. According to I. Angelov if the factor dependent variable is changed by
(2003), there are two basic types of convergencene unit.
in economic theory and practice — nominal and J. Bradford de Long puts to criticism the
real. model proposed by Robert Barro and Javier Sa-
Nominal convergence relates to growing la-i-Martin, as they have included, alongside
similarities of nominal values of macroeconomic with strictly economic factors, variables such as
stability, namely: the relative share of public religious traditions (fro example, Confucianism
deficit within the GDP, the share of public debt and Islam); geographic latitude of the country;
to GDP, average inflation rate, long-term no- the share of Protestants, Buddhists or Catholic-
minal interest rate, exchange rate, etc. Thus, foists in the population; and they have even
example, the convergence criteria of the Treatyexamined how much a country’s development is
of Maastricht for establishing an economic andinfluenced by its being a former Spanish colo-
monetary union are considered to be nominalny.2

values. Latest theories of convergence are based
Real convergence is more difficult to  on an important consequence of existent signifi-
measure as it is rather a process of increasing theant socio-economic discrepancies — the

similarities among life-styles, than obtaining two growing terrorism threat. In its declaration on
or more equal values. Hence real convergence isombating terrorism from March 2004, the Eu-
the process of convergence of various aspects aiopean Committee stated that:” An investigation
the development of countries. will be made into the relation between terrorism
The convergence theory related directly to support and extreme religious and political be-
the theory about the convergence of economidiefs and the influence of socio-economic
systems and hence the theories about economic
growth. This could be explained with the basic _ _ _
assumption that convergence should come as gro;g:’asnz‘s’r;nxsrggti’oﬁ;g's"vvﬁm: g'a'.m that the rshaf
N given popoifatire
result of less developed economies’ efforts toreciprocal to the economic growth, while Buddhistfui-
reach advanced economies and not vice versa. ence economic growth favorably. For further dstaibe:
According to the neoclassical growth Bradford DeLong, J. Comment on Sala-i-Martin, "l Just

modd presented by Ramsey Solow. etc eCO_Ran Two Million Regressions"http://www.j-bradford-
' ’ ’ ' delong.net/Comments/decadenewgrowth.html
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factors”3 Terrorism is considered to be stem- the countries of the group. The major prerequi-
ming from socio-economic discrepancies amongsite relates to trade among member countries
countries or groups of countries, alongside withwhich facilitates the expansion of demand fluc-

other major prerequisites. tuations outside the borders of national econo-
Anthony Venables (2002) believes that es- economies.
tablishing an economic union leads to According to Kalemli, Srensen and Yosha

diminishing regional discrepancies among (2004), an appropriate mechanism for reducing
member states only if the union includes rela-discrepancies in GDP would be the so called risk
tively rich countries. If this in not the case, the sharing among countries. It could be achieved
discrepancy in income per capita keeps growingby means of changes in the taxation system (i.e.
and poor members get even poorer. He alsaeducing taxes and increasing transfers towards
gives a number of examples of economic unionsindividuals living in countries in a recession)
in West Africa and Central America to prove his and by applying the instruments of capital mar-
thesis. At the same time, Venables takes into ackets, in which case risk would be reduced
count the fact that a tendency for convergencethrough diversification of the assets portfolio. In
has been observed among income per capita ia similar way, consumers could change their
the member states throughout the history of theconsumption patterns by adapting their savings
European Union. to the new situation. If the countries are more

It is obvious to all researchers that there isopen to the rest of the group and the risk sharing
substantial asymmetry between old and newis more balanced, the symmetry among their
member states of the EU. The major questionGDP fluctuations would be greater.
that becomes relevant with the accession of new A counter-thesis to this theory is the one,
countries is whether this accession would reduceaccording to which economic integration leads
asymmetry, and if yes, in what terms, and whatto further deepening of discrepancies among
the expected consequences would be. The dezountries. This thesis is supported by Krugman
bate, as it has been reflected in scientific(1993), who believes that lowering barriers to
literature, comprises various points of view. All cross border trade encourages countries to spe
in all, there seems to be no consensus if integrateialize their production. This, he claims, leads to
ing new countries would lead to symmetry of stronger asymmetry in production, therefore
fluctuations in the business cycle of different branch specialization fosters more marked fluc-
countries or, on the contrary, shocks would be-tuations in the business cycles of different
come even more asymmetrical. countries.

Yuliya Demyanyk and Vadym Volosovych The influence of economic integration on
(2004) study the asymmetry between accedingGDP fluctuations asymmetry and asymmetry of
and current members by examining macroecoincomes and expenditures has been shown in
nomic fluctuations of the GDP. While member figure 1. It illustrates the basic contradiction in
states have unified their business cycles, theeconomic literature, namely — the way in which
fluctuations of newly acceded do not coincide, lowering trade barriers results in demand expan-
that is during the periods when EU-15 has beersion, which, in turn, reduces asymmetry in the
in crisis, the economies of many of the newly- production of the EU member states; such lo-
acceding countries have marked a growth. Wherwering of trade barriers, however, tends to
the GDP of a country is nonsymmetrical to the increase branch specialization, which then in-
GDP of the group it is about to accede, a dangecreases asymmetry in GDP fluctuations.
occurs of the so-called idiosyncratic shock (typi- De Grauwe (1997) calls these contradicting
cal only of some of the countries), that could points of view on the relation between economic
lead to substantial deterioration of welfare in integration and the synchronization of business

these countries. cycles “The European Committee point of view”
Frankel and Rose (1998) believe that eco-and “Krugman’s point of view".
nomic integration influences positively the In his research work of the economy of the

reduction of asymmetry in GDP fluctuations in Czech Republic, Jan Babetski (2004) tries to
find arguments in favour of these two points of
view. He comes to the conclusions that 1) great-
er intensifying of trade results in greater demand

3
http://www.mediapool.bg/site/security/2004/11/pabéml
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dynamics symmetry, while the effect of integra- among member states and among regions have
tion upon supply varies in different countries; 2) increased and the common dynamics of the EU
reducing exchange rate volatility influences po-has been reduced. Discrepancies within the
sitively demand shocks balancing. Thesetwenty-five member states and 254 regions of
findings seem to support the European Commisthe EU have doubled in comparison to those
sion point of view, which is also known as present when there were 15 member states only.
endogenity argument of Frankel and Rose. The accession of Bulgaria and Romania, and

The European Commission takes into con-eventually that of the other Balkan countries,
sideration the fact that after the latest expansiorwill clearly increase incomes asymmetry in the
of the EU economic and social discrepanciesUnion.
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Fig. 1. Factors which influence the asymmetry offGahd incomes fluctuations
(Adapted after Kalemli-Ozcan, S., Bent beré&hsen, O.Yosha (2004)

and asymmetry of production; microeconomic
and macroeconomic asymmetry, etc.

3. Regional discrepancies dimensions Static asymmetry on its part could be struc-
tural, technological, asymmetry in products,

Regional discrepancies could be measured"COMes, in unemployment, in inflation, etc. As
with various instruments of statistics and eco-& matter of fact, various indexes could be ap-
nometrics. The instruments used to measurd/®d 0 characterize ~ macroeconomic
asymmetry would depend on its character, adevelopment and serve as a basis on which to
well as on the aim and the objectives of the|Qentlfy static discrepancies betwgen two coun-
study. tries or among a number of countr!es.

We could broadly identify these types of Direct measurement of static asymmetry
asymmetry: static and dynamic; stable and unstcould be conducted by observing various index-
able; bilateral and multilateral; intra-regional €S, Such as GDP level per capita; incomes;
and inter-regional; asymmetry of consumption expenditures; total tax burden as a share of
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GDP; average individual salaries; the number,investors. If the economy of the country is cha-
kind and cost of obtained social services, etc.  racterized by high economic growth, investors
By designing groups of indexes more com- will readily dispose of assets. Then the interest
plex measurements could me made, such as thete will not rise and the exchange rate will re-
standard of living; the competitiveness of com- main the same. And even if assets are sold, this
panies; the state’'s planning capacity; thewill not automatically lead to a crisis.
technological innovations potential (or asymme- To the state obtaining the credit, a key sta-
try of knowledge), etc. ble proportion is the share of the deficit in the
Dynamic asymmetry could also be consi- GDP of the country. Therefore, if the current ac-
dered in various aspects. All processes thatount deficit in the balance of payments is
change in the course of time could be evidencencreasing, but the GDP increases at the same
of the lack or presence of discrepancies betweemate and the proportion between the two remains
two countries. As we mentioned earlier, a com-stable, the deficit will be steady.
mon measure for Dynamic asymmetry are GDP When bilateral comparisons are made,
fluctuations in different countries, as well as un- usually a wider set of indexes are employed.
employment rate fluctuations, supply and Apart from those mentioned above, in practice
demand fluctuations, etc. such measures are used as the indexes of struc-
Asymmetry could be stable and unstable.tural similarity and a number of other ratios, so
Regardless of how different in size two countriesthat conclusions can be drawn about existing
may be, the relations between them could bediscrepancies and above all, what their effect
stable or unstable, yet the important question iswould be on the further development of the
“Is Asymmetry between them growing or not?” countries.
The USA, for example, steadily maintain a sub- The research work done so far about Bulga-
stantial deficit of their balance of payments, butria and Romania mainly concern incomes
as the US dollar is important to the investors’ asymmetry. At the same time, we should take in-
portfolio, they accept such conditions of tradeto account the fact that a number of factors
and investments and keep the assets of theidetermine discrepancies in incomes and examin-
portfolio relatively steady. ing these factors could help us identify the
Stability of asymmetry, which is studied by processes that lead to increasing or reducing in-
examining the balance of payments structure, recomes discrepancies.
lates to steady proportions and to the existence
of factors which could influence these propor-
tions. For example, investors might worry about 4. Performance of agricultural sector in
the return of their investments if there is an Bulgaria and Romania
enormous deficit in the balance of payments. If
they feel too insecure, they could sell some of The utilized agricultural area (UAA) in
their assets, which would then affect the |nterest|3u|(~:l‘,ma and Romania is one of the highest in
rate or the exchange rate. In this case, the balgrope. It is 14.8 Million ha in Romania, which

ance of payments deficit would not remain js 62 395 of the country territory. This put Ro-
stable by definition. An enormous balance of pania on the first place in Europe, where the
payments deficit, however, does not automati-ghare of the UAA is 44%.

cally presuppose similar behavior on behalf of

Table 1
Utilized agricultural area (UAA) in Bulgaria and Rwania in 2003
Bulgaria Romania
Utilized agricultural area, thousand ha 5326.3 14717.4
Share of the country territory, % 48.0 61.7
Arable land, thousand ha 3238.8 9414.3
Share of UAA, % 60.8 64.0

The UAA in Bulgaria is 5,326 Million ha - 48% ofdlcountry territory.
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The distribution of UAA by planning regions (NUT$i2 presented on table 2. The highest is the
share of UAA in the region territory in the Sou8ugl) region in Romania (71%). In Bulgaria such re-
gion is Nord-East (Severoiztochen).

Table 2
Utilized agricultural area (UAA) in Bulgaria and Rwania by planning regions

UAA in 2003, | Share of UAA in the re-

thousand ha gion territory,%
Bulgaria 5326,3 48
Nord-West 571,2 53
Nord-Central 1023,7 58
Nord-East 1258,4 63
South-West 692,4 34
South-Central 1116,Y 41
South-East 663,% 46
Romania 14717,4 62
Nord-Est 2133,6 58
Sud-Est 2335,4 65
Sud 2443 71
Sud-Vest 1810,7 62
Vest 1892,9 59
Nord-Vest 2090,5 61
Centru 18935 56
Bucuresti 1174 64

In the beginning of 2006 the land privatizatiorifgshed in the both countries. It was conducted
mainly as restitution. In Romania the process fiscéd by previous reform — after the Il World Warr,
when the size of the family farms is restrictecbtba. As a result today’s restituted farms are kmal
and fragmented. Some mistakes in the reform axhdiliy lead to partition of the agricultural land.
Because most of the farmers haven't access to timees in the last years, they haven't enough
equipment and are not competitive in the long-term.

From over of 3.9 million farms in Romania, 1.6 il farms (40%) cultivate less than 1 ha land,
which is approximately 6% of the utilized agriculibarea. Two third of the farms possess land,
which is less than 3 ha (20% of UAA). Around 290ubkand farms cultivate between 10 and 20 ha
and only some scores till a land over 20 ha. Betelare 255 big farms, which possess land of 2000
ha average (12% of the UAA of the country. The agersize of one farms for year 2002 is 2,67 ha.

For the same period the average size of one faBulgaria is 4.7 ha. But after the census of the
agricultural farms, there is established that tR\Wf the farms in Bulgaria is 4.36 ha.

Table 3
Structure of the farms in Bulgaria and Romania @92, %
Bulgaria Romania

Share of farms Share of UAA Share of farms ShateAA
Oto05h 56,0 3,0 15,0 0,8
0,5tolh 23,0 4,0 25,9 5,2
lto2h 12,0 4,0 16,9 8,1
2-5h 6,0 4,0 24,1 23,9
5-100h 3,0 10,0 18,0 49,5
100 — 1000 & 0,01 42,0 0,003 0,9
Over 1000 h 0,01 34,0 0,23 12,2

4Agricultural Situation in the Candidate CountriesniRmia. European Commission. Directorate General§wiculture.

July 2002.
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Fig. 2. Structure of the farms and UAA in Bulgaaiad Romania in 2002, %

As can be seen from table 3 and fig. 2, the shiatieeasmall farms (less than 0.5 ha) in Bulgaria
is much bigger than in Romania. But in Romaniaftlies which are from 2 to 5 ha and from 5 to 10
ha are prevailing. The last group cultivates oviehalf of the UAA. The smaller group in the both
countries is this of the big farmers. They are tas® 1% of the total number of entrepreneurs & th
sector, but they cultivate over than halve of @nadlin Bulgaria and 13% in Romania. These are far-
mers, who developed successful their businessiia spthe limitations of the transition. They have
large opportunities and probably they will take aabage to a great extend from the structural furids
EU.

The small farms in both countries are not speadliand they produce only for their own con-
sumption. They rely only on their own skills angytcouldn’t be affected by the regulation rulese Th
increasing of the competitiveness requires conatitid of the small farms in the both countries.
Therefore the land market and the labour market imecome more effective. Because the agriculture
is the main source of income for the farmers, tienge of the structure must be directed to altemat
employment for these who will leave the sector.

The used technical equipment in 2002 is shownhtetd. There are for disposal 11 tractors per
1000 ha agricultural land in Romania and 10 in Brily Romania surpasses Bulgaria in number of
ploughs and other equipment, too.

Table 4
Number of tractors and ploughs to 01. 01. 200BRdmania and Bulgaria

Number Number of tractors per | Number | Number of ploughs per
of tractors 1000 ha UAA of 1000 ha UAA
ploughs
Romania 163 711 11,03 127 829 8,6
Bulgaria 32 602 9,73 20 926 6,2

As a whole Romania is better equipped with agniraltmachines, but the facilities are old and
with insufficient technical efficiency in the botiountries.

TheGross Value Added (GVA) at basic prices in the agriculture is prasérin table 10. GVA is
a difference between the value of production aeditkermediate consumption according to Division
01 of NACE Rev. &.

S Statistical Office of the European Commission (EUR®@TF) http://epp.eurostat.cec.eu.int
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Table 10
Gross Value Added in the agriculture, Million EUR
1999 2000 2001 2002 2003 2004
Bulgaria 1679 1634 1803 1605 1532 1838
Romania 422({) 4217 5709 5198 5653
Table 11
Share of GVA in agriculture in the GVA of the count
1998 1999 2000 2001 2002 2003 2004
Bulgaria 18,8 16,3 13,9 134 121 11,4 10,9
Romania 16,0 14,9 124 14}7 12,5 12,9

*Note There is a difference between the informatioEBROSTAT and the Statistical Yearbook of Romania. Ja&
in the table are of EUROSTAT.

Because the Gross Value Added and the productiimepare determined by the factors in each
country and therefore they are different, the alisolalue of these indicators is unusable for e p
poses of comparison. That's why here is presemedVA per worker in the sector. This is the most
used indicator for the productivity measuring.

The most productive is agriculture in Great Britaih2 333 EUR per worker in 2003. The GVA
in agriculture in this country is 11 342 Million BRUand it is created by 267.9 thousand employed per-
sons. In Bulgaria in the same year there were erjdgee times more people (797.6 thousand
employed persons), who create 7.5 times less \alded (1532 Million EUR).

Bulgaria drops behind EU-15 over 11 times and Rdaanalmost 10 times. That's why the
change of agricultural structure is the most imgrtquestion for the both countries. From all 27
states (member and candidate countries) only LatwhLithuania are beyond Bulgaria and Romania.

Table 12
Gross Value Added per employed person in agricetEtUR

1999 2000 2001 2002 2003
EU-15 19227 20313 21547 21004 21730
Denmark 29030 34461 39910 33768 33451
Latvia 1023 1571 1710 1581 1580
Lithuania : 1288 139( 14311 1639
Great Britain 31420 3078p 36690 41944 42333
Bulgaria 2107 2093 235p 2165 1921
Romania 1216 1180 1630 1912 2242
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Romania [ 2242

Bulgaria [ 1921

Great Britain ] 42333

Lithuania [] 1639

Latvia [ 1580

Denmark | 33451

EU-15 | 21730

0 10000 20000 30000 40000 50000
EUR

Fig. 16. Gross Value Added per employed persomiitalture in 2003, EUR.

Theaverage salary in the agriculture is similar in the both countritds approximately % of the
salary in each country. Therefore the sector issnough attractive from the income point of view.

The employed personsin agriculture of Romania are 2.521 million in 2003, i.e. 34.1%aifl
employed people. In Bulgaria for the same yearetimployed in agriculture are 797.6 thousand, i.e.
26% of the total employme#it.

Table 13
Employed persons in agriculture in Bulgaria aRdmania in 2003

Employed persong Share of total employment, 9
Thousand people
Bulgaria 797,6 25,9

Romania 2521,¢ 34,1

(=)

The big number of employed persons in agricultnrBulgaria and Romania is a serious problem
and the European Commission emphasizes on thaeiy eeport for the progress of the countries and
in the monitoring report from 2005. The reasonslierproblem are:

* The low productivity of the sector — it is a factor one hand, and a result on other hand of
the using of too many labour resources;

* The traditions in the both countries;

e The specific of the reform in the agriculture ands.

A part of the problem will be solved by natural waythe both countries the population engaged
in the sector gets on age. But nevertheless gdéessary to be taken measurements for re-qualifing
large part of the people, who work in agriculture.

In the transition period, the level of the agriawdtl production in Romania is stable. It doesn’t
show the typical decreasing like in the other CBHnties. The scope of the output has minimum dev-
lation, mainly because of the climate factors. €reg output dominates over the livestock output.

The agricultural output decreases significantlyBirigaria during the transition period. The low-
est level is in 1996, when it is 62% of one fron®Q9After that the agricultural output shows stail
until 2000, when it decreases again. In the laats/éhe growth of the production is negligible. The
crop production is the half of the total output.

The value of therop production at basic prices is shown in table 5.

6 Statistical Yearbook (Romania), 2008tatucruuecku rouirauk, 2004.



Regional differencies in the agriculture of Bulgaria and Romania 47

According to the EUROSTAT methodology, the basiceis defined as the price received by
the producer, after deduction of all taxes on petelbut including all subsidies on products. The-co
cept of output comprises sales, changes in stackscrop products used as animal feedingstuffs, for
processing and own final use by the producers.

Table 5
Crop output in Bulgaria and Romania for the perit@R9 — 2005, Million EUR (at basic pricgs)
1999 2000 2001 2002 2003 2004 2005

Bulgaria 1602 1305 1464 1 708 1619 1846 16p1
Romania 6 279 4975 6 729 5971 6 570 8 332 :

The crop production per inhabitant in 2004 is shanrfig. 3. There are presented for compari-
son the countries with the highest indicator — Geeend Netherlands and the counties with lowest one
— Malta and Latvia, and the average level in ELht8 EU-25.

Romania 317 |

Bulgaria |20 8E

Netherlands 659 |
Malta 11003
Latvia 11300
Greece 745 |
EU-15 406 ]
EU-25 367 ]

0 100 200 300 400 500 600 700 800
EUR per inhabitant

Fig. 3. Crop output in 2004, EUR per inhabitant

Obviously the crop output in Bulgaria per inhabitentwo times lower than in EU-15. Romania
is closer to the average level in EU.

Thecereal output for 1992-2004 is presented in table 6. aberage volume for Bulgaria is a lit-
tle over 6 million tons per year and in Romaniaeaml17 million tons. The deviations are in the same
periods. They are affected by climate factors, Whie similar for both countries.

Table 6
Cereal output in Bulgaria and Romania for 1992-200wusand tons
1992 1993|1994 | 1995 | 1996 1 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004
Bulgaria | 6644 5717| 6462 6600 3435 6209 585€| 5924 524Z| 605€| 6754, 3814| 7468
Romania |12285/15490/18182/19882(14197|22110/15452|17037/10478/18871,14356/ 1296424403

7 statistical Office of the European Commission (EUR®@TF) http://epp.eurostat.cec.eu.int
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Fig. 4. Cereal output in Bulgaria and Romania f@&92-2004, thousand tons

The variation ofwheat output is shown on fig 5. The data is per inhatbjteoo. The average pro-
duction of wheat in Bulgaria for the period 1992004 is 415 kg per inhabitant, in Romania — 238 kg
and in EU-15 — 251 kg. At first sight it looks, trBulgaria has competitive advantage in wheat pro-
duction. But the yields of wheat and of cerealg@meral are much lower in Bulgaria and Romania,
than in EU, as it's shown in table 7. Thereforedbmpetitive advantage of Bulgaria is only exteasiv

Table 7

Yields of cereals and wheat in Bulgaria and Romdaoiahe period 1992 — 2004, tons per ha

Cereal Wheat
EU-25 4.7 5.2
EU-15 5.4 5.6
Bulgaria 2.9 2.9
Romania 2.7 2.5

kg per inhabitant

— -+ —-EU-15

—O— Bulgaria
—m— Romania

1992
1993
1994
1995
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2000
2001
2002
2003
2004

Fig. 5. Wheat production per inhabitant in BulggrRomania and EU-15 for the period 1992 — 2004
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In themaize production the interrelation is contrariwise. InrRania the maize output per inhabi-
tant is 2.4 times more than in Bulgaria. The averagel for Bulgaria is 74 kg per inhabitant and fo
Romania — 422 kg. The extreme levels are in theesarars. But the amplitudes in Romania are high-
er because of the large areas with product. Theaggeoutput per inhabitant in EU-15 is 95 kg. It
seems that Romania has competitive advantage irenpadduction, but this advantage is extensive,
too. The average yield in EU-15 for the period 1992004 is 8.5 tons per ha. The yield in Romania is
3.1 tons and in Bulgaria — 3.3 tons per ha.
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Fig. 6. Maize production per inhabitant in Bulgaria, Romamind EU-15 for the period 1992 — 2004

In thesunflower production, Bulgaria (with 78 kg per inhabitant fbe research period) outstrips
Romania (with 45 kg per inhabitant). Both countilesve behind EU-15, where the average level of
sunflower production is 10 kg per inhabitant foe #ame period. Bulgaria and Romania have competi-
tive advantage and even increase the productidhdnast years, but this advantage is extensive,
again. The average yield of sunflower in Bulganad &omania for the period 1992 — 2004 is 1.2 tons
per ha, and in EU-15 — 1.6 tons per ha.
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Thesugar beet output decreases in both countries. In Bulgaria itmilustrial crop has even any
practical importance for sugar refining. In 200érthwas produced 26 000 tons sugar beet. This is 12
times less than the level from 1992 and 65 timss fkean the level from 80 years. The trend is amil
in Romania, but there are cultivated still 700 thend tons sugar beet per year. This volume isfinsuf
cient, because it covers only 15% of the necessavymaterial for sugar production. That's why both
countries import non refined sugar. The averagdymton of sugar beet for the period 1992 — 2004 in
Bulgaria is 10 kg per inhabitant, in Romania — §0akd in EU-15 — 304 kg. The deep crisis in the
sector can be seen from the productivity, too. aberage yield of sugar beet in Bulgaria is 16.&ton
per ha, in Romania — 21.3 tons and in EU-15 — 53n% per ha. Therefore both countries have no
competitive advantage in sugar beet productiont thes contrary, this sector is in deep crisis and
probably in the next years the import will continue
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Fig. 8. Sugar beet production per inhabitant in ggaria, Romania and EU-15 for the period 1992 — 2004

In potatoes production Romania (with 159 kg per inhabitant gear) outdistances Bulgaria,
where the production is 62 kg per inhabitant fe&r same period. In EU-15 the output of potatoes is
124 kg per inhabitant, but the yields are veryatéht. Both Bulgaria and Romania are far behind EU-
15 level.

Table 8
Yields of potatoes in the period 1992 — 2004, fmersha

Yields
EU-25 25.1
EU-15 34.0
Bulgaria 11.3
Romania 13.5
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Fig. 9. Potatoes production per inhabitant in Buliga Romania and EU-15 for the period 1992 — 2004

The tobacco production is shown on fig. 10. Becadiske better climate conditions for this crop,
and because of the traditions, the level of tobamedput in Bulgaria is much higher than in Romania.
The production per inhabitant in Bulgaria is 6.4dgd in Romania — 0.48 kg. It couldn’t be made
analogy with EU countries, because this crop ifwaikd only in Mediterranean and any comparison
will be misled.

It can be noted that the tobacco production deeeeimsthe last 20 years in Bulgaria. The volume
for 2004 for example is only 70 thousand tons, alilere were produced 170 thousand tons in the
past. According to specialists, it is needed chamgif the structure of the sorts in favor of the so
called “light” tobacco, like “Virginia”.

The vyield of tobacco in Bulgaria and Romania isadtrthe same — 1.2 — 1.3 tons per ha. The
yield of tobacco in EU-15 is twice — 2.6 tons par h
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Fig. 10. Tobacco production per inhabitant in Buiga Romania and EU-15 for the period 1992 — 2004

Therefore the main problem in both countries islthe yields. Bulgaria and Romania are far be-
hind the EU level in the most crop yields and thi#edence is many times. Consequently all
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competitive advantages of Bulgaria and Romaniaeatensive. They are achieved by including of
more production factors — labour and capital, timathe EU countries. Hence the whole sector could
be re-structured in the next years and the cor¢ beuthe increasing of the productivity.

The livestock production in Bulgaria and Romania is presented in table 9il&\the output in
Romania increases until 2002 and drops a littlénlast years, in Bulgaria the level in 2005 ishwi
17% less than in 1999.

Table 9
Livestock production in Bulgaria and Romania foe fheriod 1999-2005, mil. EVR
1999 2000 2001 2002 2003 2004 2005

Bulgaria 1338,2 1448,1 1530/5 1186,9 1018,7 1087%110,7
Romania 2687,2 29927 38630 4201,8 37596 34654

The livestock production per inhabitant is preséme fig. 11. There are shown the two countries
with highest levels — Ireland and Denmark, andtite countries with lowest levels — Latvia and Li-
thuania. As can be seen the livestock productiduilgaria is twice times less than in EU-25.
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Fig. 11. Livestock production in 2004, EUR per ibliant

The variation in the livestock is much smaller,ntliacrop production. The trend ofeet produc-
tion is shown on fig. 12. In the both countries tlidume of meet drops behind the EU level. The
average output for the research period in Bulgarit03 kg per inhabitant, in Romania — 81 kg and in
EU-15 — 192 kg per inhabitant.

8 http://epp.eurostat.cec.eu.int
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Fig. 12. Meet production in Bulgaria, Romania and-E5 for the period 1990 — 2004, kg per inhabitant

The same situation is in timeilk production. The average output for the researcioghén Bulga-
ria in 2004 is 205 liters per inhabitant, in Ronaari 266 liters and in EU-15 — 333 liters per
inhabitant.
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Fig. 13. Milk production in Bulgaria, Romania and-&5 for the period 1990 — 20@4 liters per inhabitant

There is dramatic drop in thweool production in Bulgaria. The decreasing for theiqukd 990 —
2000 is 3.5 times. Such reduction is characterigtiRomania, too, but in the last years the dedangas
Is insufficient. The potential of both countries ool production in 2000 is the same.
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Fig. 14. Wool production in Bulgaria and Romania flee period 1990 — 2000, kg per inhabitant

The eggs productionis better developed in Romania, whéme output for the period 1990-2000
IS 263 eggs per inhabitant per year. In Bulgareuwblume is 211 eggs and in EU-15 — 304 eggs per
inhabitant per year. There is a similar decreasihthe production in the both countries, as can be
seen from fig. 15.
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Fig. 15. Eggs production in Bulgaria and Romaniatfee period 1990 — 2000, number per inhabitant

The farms in Romania produce enough livestock mtida for satisfying the internal consump-
tion in the last years. There was a tendency ofislp only of the poultry meet supplying. Bulgarfa i
slowing in the beef and milk production for intermansumption. For example the net import of meet
and meet products in 2004 is roughly 8 Million E®JR.

9 Passurue na MIPOM3BOJACTBOTO MU MpoaaxOure Ha Meco B bwarapus. OtpacnoB anamu3. COb Kanuranor masap.
http://www.sfb.bia-bg.com/index.php?sel=71
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5. Between conclusion

Bulgaria and Romania have significant potentialdevelopment of agriculture. They own one of
the largest utilized agricultural areas in Europd high level of employed persons in the sector.

But the productivity of the sector is small and thasons are:

« Fragmentation of the land;

e Large number of semi-subsistence farms, which wualaly for their own consumption;
« Insufficient technical equipment;

e Low productivity of the employed persons.

Agriculture falls in a deep crisis in the trangitiperiod in the both countries and especially in
Bulgaria. The volume of the agricultural producecibased, the income lessened, and the quality
changed for the worse, the tie with food industgsvinterrupted and the traditional external markets
were lost.

As a result from the low effectiveness, Bulgaria &omania seem to be the slowest from all 27
state members and candidate countries in all dgrraliindicators.

In spite of that there are indications for stalnlizof the agricultural sector, especially
in Romania. It concerns mainly the crop productishere the indicators of the both countries
are better than in the livestock. Bulgaria and Rom&ave some competitive advantages in
the wheat, maize, sunflower production but thes@athges are only extensive, achieved by
including of more labour and capital.

The agricultural trade between Bulgaria and Rom&eieome more intensive in the last years.
Traditionally the balance is positive for Bulgaii®, the export exceeds the import. ExceptiorD342
when because of the weak yield of wheat, import meessary and the trade balance became nega-
tive.

Table 14

Agricultural trade between Bulgaria and Romaniayukand usBO

2003 2004
Export (FOB) to Romania 38 661 35411
Import (SIF) from Romania 16 854 53 334
Balance 21 807 -17 924

The difference between the two countries on onel lzend EU on other hand is mainly in the ef-
fectiveness of the sector. This means that Bulgamié Romania fail to use in best way their big
natural and human potential in agriculture.

The general conclusion is that both countries srme common strengths and weaknesses, op-
portunities and treats. They are presented in tHhl&Vith the biggest weigh in the weaknesseslare t
duality of the farms and the fragmentation of teetsr, which doesn’t allow applying of scale econo-
my and increasing of the competitiveness of farms.

Table 15
SWOT analysis of Bulgarian and Romanian agriculture
Strengths Weaknesses Opportunities Treats
Traditions in agri-| Extensive  agricul{ Integration to the High level of input
culture ture Common European for the small farms
market
Favorable climate| Fragmented agricult Potential for producing Bad distribution
fertility soil tural area of organic products channel of agricul
tural products

10 Tomumen gokmam 3a  cherosHHETO WM pasButHeTo Ha  3emenendero  (Arpapen  goknman)  2005.
http://www.mzgar.government.bg/OfficialDocumentshigeport/Agry report 2005.htm
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Strengths Weaknesses Opportunities Treats
Low labour costs in Big share of thg Cooperation of Bulgar Strong competition
agriculture semi-subsistence | rian and Romanian from EU

farms under 2 hal, farms from food indus
duality of the farms | try

Concluded privati- Insufficient market Uncompetitive food
zation/ orientation of agri- industry
Restituted land culture

Outdated equip
ment/technique

In addition to these common features, Bulgaria Rothania have some specific strengths and
weaknesses, opportunities and treats:

* Romania
0 Strengths:
= The second agricultural manufacturer in CEE nexRdtand (62% of the ter-
ritory is agricultural area);
= Big internal market (2,8 times bigger than Bulgaj}ja
0 Weaknesses:
= Low labour productivity because of the land fragtaéon.
0 Opportunities:
= Big human potential (45% of the population liverumal areas);
= Large number of agricultural specialists (over 8D@3perts with university
and high education);
O Treats
= The young people don’'t own land, many farms areagad by aged farmers;
= Low level of absorption of pre accession fundsgriailture

¢ bnarapus
0 Weaknesses:
= Small internal market
0 Opportunities:
= Many traditional products are still known in Rusaiad some Arabian coun-
tries;
= Uncultivated land.

The similarity in the agricultural structure of hatountries is a precondition for competition be-
tween them. This competition didn’t put into praetiuntil now mainly because of the decreasing of
the agricultural output especially in Bulgaria. Babuntries produce basically to satisfy their rinét
needs. The export is relatively small and it is thyosf crop production (wheat, maize, barley, sun-
flower and so on).

Both countries have unused potential for productiamich is a precondition to competition, too.
This potential is bigger for Romania, especiallyiuestock, where the output is on the level of 298
and before.

In spite of these premises, with a view to the empstructural changes, which are expect to be
painful and difficult, in the government agendaboth countries will be such problems as increasing
of agriculture competitiveness and managing theession challenges, not the competition between
neighbors. As future full member states Bulgarid Romania will have the opportunity to solve any
discrepancies in the European way — by participatibscussion and implementation of the resolu-
tions of EU — quotas, referent prices and so omhiswway slow as it is, the Community has solle al
contradictions and debates.
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