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Summary

In terms of more increased integration and globalization of markets, risk diversification
and exposure to external economic factors disturbing the structure of the national economy
acquires a major role in alleviating and absorbing adverse effects on national economies
are exposed. Starting from the reality that reducing disparities and achieving convergence
criteria cannot be achieved except through the perspective of economic structures, the
main objective of this research is the analysis of the importance of the economic structure
in achieving functional requirements and competitive market economy, in the process of
transition agrarian economy to a market economy in Romania, highlighting the main
changes and effects that occurred in the past twenty-three years in the national economy,
with a closer approach on agricultural structures.
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Introduction

Making functioning and highly competitive market economy in Romania is a major
goal of a period marked by strong and sharp economic imbalances. The evolution of the
national economy largely reflected the effects of a long process of reform and economic
restructuring which had the main objective of making a strong centralized socialist economy
to a market economy that works on the principles of economic democracy, being equally
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a sounding board for the frequent and sometimes very disarticulated reform measures that
have contributed mostly to the economic environment-enhancing and rather more stressed
economic imbalances. From this perspective, agriculture continued to play an important
role in the national economy, becoming, as remarked in some specialized studies (Karp
and Stefanou, 1993; Abele and Frohberg, 2003; Swinnen and Ciaian, 2008), net safety for
a population with strong accents of rurality.

The findings of the literature confirm once again the difficulties in achieving the necessary
conditions of amarket economy. Thus Petrescu (2013) noted that “after 1990, the agricultural
sector has encountered a sinuous phase of redefining and re-positing the national economy,
the reality of the socialist period was decomposed to make room for new coordinates”
(Petrescu, 2013, p. 36).

Although during the fourteen years of continuous transition Romania succeeded, after a
period of more than seventeen years, to integrate into the European economic and social
space, there are still imbalances in the national economy and the economic performance
is modest. From a sectorial perspective, agriculture, although significantly reduced its
contribution to GDP (Global Domestic Product), continued to influence significantly
the macroeconomic results as it was remarked in some studies as (Ciutacu et al., 2014;
Tegledi, 2011; Done et al., 2012).

In achieving the objectives, the present paper is structured on two major dimensions
for understanding the transformations that marked the national economy in the shift of
achieving the criteria of a functioning market economy. Thus in the first part of the paper
we analyse the evolution of global GDP and GVA (Gross Value Added), but also in terms
of structure, on the other hand is trying to explain some of the factors that accentuate the
gaps between national and European space economy, trying to offer some explanations
in this respect.

Regarding the importance of agriculture in the national economy were conducted numerous
studies and most of them reveal the need for analysis and understanding of the role and
impact that this economic sector owns both transition economies and in terms of alleviating
the economic crisis. Such as notice (Dachin, 2011) agriculture, for some European countries
is considered an industry, after a long process of grant and redistribution of public financial
resources, which have direct and immediate effect a sustained increase in economic
performance, becoming the highest competitive. On the other hand (Dropu, 2007) provides
an image of Romanian agriculture, torn by the ancestral desire of land ownership and
stubbornness of peasants to keep their identity, sometimes synonymous with love of land.

As ithas been already observed (Andrei and Gheorghe, 2014; Done et al., 2012), agriculture
is a branch with important significance to the national economy by mobilizing resources
that it has and the major role it holds in the rural communities, for which it often constitutes
the only branch of activity. Achieving an efficient economy in Romania depends on the
way the national economic structures adapt to the demands for performance required by
the operation of a competitive market economy, in the context of convergence with the
European space.
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The high degree of ruralisation of the national economy can be an obstacle in compliance
with the application requirements of European cultural and economic model, to which
most we often try to relate. The gaps that still persist towards the European economic
model, at least from the perspective of achieving a competitive agriculture, can represent
starting points for increasing competitiveness by enhancing restructuring.

The evolution of gross domestic product as effect of economic structures
development

Analyzing the Gross Domestic Product (GDP) evolution as a direct effect of of the
economic structures development and restructuration represents a major challenge in case
of a transitional economy as Romania economy is. For achieving responsible and predictive
results the analysis was based starting from some literature studies as (Andrei et al., 2014;
Zaharia and Zaharia, 2013; Done et al., 2012; Andrei and Untaru, 2012; Gheorghe, 2014;
Arcand and Borodak, 2011).

In order to carrying out the research it was used mainly the official statists datasets from
INS (2014a), INS (2014b), INS (2012) and INS (2008).

In modern economies knowing the level of macroeconomic outcome is not only an
obligation for decision makers, but it especially requires choosing the most effective
methods in construction, management and allocation of public funds towards those
sectors that generate high added value. In this context the Gross Domestic Product (GDP)
is one of the most used indicators for measuring macroeconomic results, although in the
specialty literature there are increasingly highlighted the weaknesses and vulnerabilities
in its measurement. At least in the case of Romania, the dimension of GDP is the subject of
extensive discussion regarding sampling and margin of error in measuring this indicator.
The GDP structure to achieve the highest level identify those sectors with functional and
appropriate degree of competitiveness in the national economy.

Thus, if at the beginning of the transition period in Romania, in 1990, GDP was 857.9
billion lei nominal value, seventeen years later, in 2007, the year of integration of the
national economy in the European Union, it reached a nominal value of 404.7 billion,
which represented in terms of real calculation a growth of only 6.0% over the previous
year, 2006. But analyzing annual variations in real GDP in Romania for the period 1990-
2011, it can found that for twelve years it has recorded positive growth rates, from a low
of 1.5% (1993), to a maximum of 8.5% (in 2004). In other years of the transition period,
the annual percentage variation was negative, ranging from a low of -12.9% (in 1991)
to a value of - 1.2% in 1999. In Figure 1 it is showed the evolution of real GDP during
1990-2011.
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Figure 1. The evolution of real GDP in the period 1990-2011 (previous year = 100%)
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Source: authors’ own computation based on INS (2012)

As it can be seen from the data presented in Figure 1, over the period 1990-2011 it can
identify three major cycles of the evolution of real GDP, with their corresponding phases.
Also as it is already remarked in literature (Anghelache, 2013; Ciutacu and Chivu, 2009a;
INS, 2008; Dobrota, 1999), the first economic cycle (1990-1996) is shorter than the second
(1997-2008). It can be said that over the period of analysis, the first cycle of transition to a
functional market economy, in terms of the evolution of real GDP, had a period of seven years
with a downward phase of three years (1990 -1992) and an upturn for four years (1993-1996)
and the second cycle has twelve years all started with three consecutive years of economic
decline (1997-1999), followed by a phase upward of nine years (2000-2008). The third cycle
corresponds to the period of economic crisis and it is characterized by two consecutive years
of decline (-6.6 in 2009 and -1.1 in 2010), followed by a slight recovery in 2011 when it
recorded an increase of 2.2 % in real terms (INS, 2014a). Table 1 presents the evolution of
economic sectors contribution to gross domestic product in the period 1995-2012.

Table 1. The importance of economic sectors to GDP in Romania, 1995-2012 (% in GDP)

Activities 1995 | 2000 | 2005 | 2010 | 2011 | 2012
Agriculture, forestry and fishing 17.97 110.83 |[8.41 5.70 6.52 4.88
Industry 30.00 |24.87 |24.81 |28.37 [28.82 |28.25
Construction 6.28 5.16 6.89 9.12 8.07 8.57
Commerce and services 2.18 4.88 3.95 3.40 3.40 3.55
Information and communication 2.18 4.88 3.95 3.40 3.40 3.55
Financial intermediation and insurance 6.88 3.98 2.02 2.23 2.51 2.45
Real estate activities 7.26 7.31 7.48 8.83 8.41 8.19
Professional, scientific and technical activities 1.90 2.41 2.95 4.72 5.57 6.18
Culture 1.84 2.74 2.15 2.56 2.86 3.02

Source: authors’ analysis based on INS (2014a).
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From the data presented in the above table we can observe a general trend of increasing
the share of contribution to the GDP of most economic sectors excepting agriculture and
financial intermediation and insurance which recorded decreases of the contribution levels.
The contribution of agriculture to GDP has declined significantly over the period.

In 2012, the GDP in nominal terms was 28,638,100,000 lei, returning 29.127 billion lei
per capita. Thus if a comparison of the last two years for which no statistical data, in 2011
compared to 2010, gross domestic product in real terms increased by 2.2%, and GDP per
capita increased by 2, 5% and the overall national economy registered a slight recovery
compared to the last two years of economic contraction (-6.6% in 2009 compared to 2008,
-1.6% in 2010 compared to 2009), in 2012 it was showed an increase of 5.27% of GDP
compared to 2011, while GDP / capita by 11.6%.

In 2011, the evolution of GDP by sector had the following characteristics: services posted
the largest contribution to GDP, or 43.5% of total (242,396.9 million); industry ranked
second place, i.e. 28.9% of GDP (160,927.9 million); construction contributed 8.5% to
GDP; agriculture, hunting, forestry and fishing contributed 6.6% of GDP. In 2011, the gross
added value recorded was 487,326.8 million and represented 87.5% of GDP.

In 2012 the contribution of agriculture was only 4.88%, 17.97% compared to 1995, being
slightly higher than the branches that held relatively insignificant share in 1995. In Figure 2
it is showed the contribution of agriculture to GDP, GNI (gross national income) and GVA
(gross value added).

Figure 2. The contribution of agriculture to the main result indicators (1995-2011)

25.00%

20.00% -
15.00%

10.00%
5.00%

OOOO,D T T T T 1
1995 2000 2005 2007 2009 2010 2011 2012

—4—Agric/GDP  ——Agric/GVA Agric/GNI
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Thus, if'in 1995 the agriculture contributed with 17.97% to GDP, 19.7% to GVA and 18.14%
to GNI, highlighting the importance that this economic sector has in the national economy,
and also giving it strong agrarian transformations that occurred in massive restructuring of
the national economy for integration into the community space, generated a rearrangement
of national economic structures in order to reduce the structural gaps to the European
model and increasing convergence towards the European space. In 2012, agriculture, yet
has a relatively significant role to GDP, the values are significantly reduced, contributing
with 4.88% in GDP formation, 5.59% in generating GVA and and 4.97% in achieving GNI.
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From a general perspective, namely that of gross value added contribution to GDP during
the transition to a market economy and achieve competitive terms and functionality, it can be
seen that its level was significantly greater than the other components. Thus at the beginning
of the transition process, namely in 1990, the gross value added in the national economic
sectors contributed 91.9% to GDP and net taxes on products by 8.1%. Thus in the same
year for the national economy, namely in 2007, it can be seen that the share of taxes in GDP
increased (from 11.1% of GDP) to the detriment of GVA contribution to GDP. At the end of
the review period, the share of taxes in GDP increased from 12.5% out of GDP (in 2011).
GVA was achieved through concerted contribution, but not identical to the three activity
sectors: primary, secondary and tertiary, as it can be seen in Figure 3.

Figure 3. Main economic contribution to GVA formation in Romanian economy (1995-2011)
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The GDP expressed at current prices, in terms of its creation in sectors, has undergone
significant changes over the period. Expressed in USD or Euro current value is directly
dependent on global supply indicators of changes if the exchange rate. In terms of value,
according to the reference currency, the GDP in 1990 has been exceeded since 1998 (if the
expression is the current Euro or USD).

Table 2. Global supply structure in current prices (in billion, 1990-2011)

Year/ 1990 2007 2011

Currency LEI |EURO| USD LEI | EURO | USD LEI | EURO | USD
GDP 8579 | 31.3 39.8 404.7 1213 166.0 556.7 131.6 182.6
GVA 788.1 | 287 36.6 359.6 107.8 147.5 4873 1152 159.9
Primary 187.1 6.8 8.7 26.9 8.0 11.0 36.4 8.6 11.9
sector

Secondary 3936 | 143 18.3 131.8 395 54.1 208.4 493 68.4
Sector

Tertiary 2074 | 76 9.6 200.9 60.2 82.4 2423 573 79.5
Sector

Others 69.8 25 32 45.1 13.5 18.5 69.4 16.4 228

Source: processing based on the author’s own computation from TEMPO (INS 2012) https://
statistici.insse.ro/shop/index.jsp?page=tempo3 &lang=ro&ind=CON103A
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Having into account the official datasets (INS, 2008, INS, 2012) in 1990, the primary
sector activities, consisting of activities in the fields of agriculture, hunting, forestry,
fishing and fish farming contribute 6.8 billion Euro, respectively, 8.7 billion USD to
GDP. In 1995 and 2000, the contribution of this sector has considerably reduced not
only value but also as a share of GDP. In 2007, the 8.0 billion or 11.0 billion represented
only 6.6% contribution of the primary sector to GDP. Expressed in USD, gross value
added in the primary sector increased in 2007 compared to 1990 by 26.4% and 17.6%
when expressed in EUR.

Explanation of gross added value growth in the primary sector in 2007 is simple:
depreciation of the exchange rate of two currencies: Euro and USD, more pronounced
when the US currency. In fact, intermediate consumption increased for years due to the
accelerated growth of prices for agricultural imports, but also due to the reconstruction
of flood and storm disaster, crop yields modest and low efficiency of livestock have
negatively affected agricultural activities.

Although agriculture is almost a completely privatized economic sector, however,
agricultural yields are much lower than in 1990, which determined the reduction
percentage contribution of this sector to GDP. At the same time, one cannot omit the
fact that the mechanisms of transfer of value added in agriculture did not favour this
sector. The added value of this sector is transferred to the processing and marketing of
agricultural products. The secondary sector’s share in GDP has not exceeded in any year
the amount recorded in 1990. However, it can be seen that, expressed in EUR or USD
currency, in 2007, the sector has contributed 39.5 billion EUR, respectively 54.1 billion
USD to GDP, and 49.3 billion EUR in 2011, 68.4 billion USD, respectively.

The evolution of the gross added value in industry is the result of limiting activities in most
industrial sub-sectors, the delay in restructuring and the low economic efficiency compared
to the potential of this sector.

In 1990, the tertiary sector produced only 7.6 billion EUR, respectively 9.6 billion USD
out of total GDP. The value added in this sector has increased steadily. In this context, the
development of our country’s economy became increasingly dependent on this area. In
2011, the service sector managed to produce 57.3 billion EUR, respectively 79.5 billion
USD out of total GDP. As a result of the undertaken analysis, we can say that we are
witnessing a continuous process of tertiary economic activities in Romania. Obviously it
should reflect a normal trend of structural changes in the economy.

In the period 1990-2011, the tertiary trend was not a natural consequence of high
productivity in the primary and secondary sectors (in some years), due to which, naturally,
a reorientation of saved resources from the service sector becomes possible, but rather
the expression of a process of economic de-structuring of the activity of large companies,
mainly industrial and the capital redirection to more profitable activities for investors,
respectively the sectors that allow a higher speed of capital rotation.
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The evolution of labour resources in the Romanian economy
from a sectoral perspective

After a continuous growth recorded in 2005-2008, since 2009 the employment began to
decline, reaching in 2011 the lowest recorded value (9.138 thousand). Among the employed
people, 55.0% are men. Until 2002, most employment force was from rural environment,
respectively. Since 2003, most of the employed population resides in urban areas, 55.5%
respectively in 2011.

The reform and restriction of the economic system and the Romanian economy was
accompanied by significant reductions in the number of staff and employees, and the
changing of sectorial distribution of labour force, due to weaker employment rate of
labour resources from 82.0% in 1990 to 63.0% in 1999 and 62.8% in 2011. As it had
been stated (Bleahu, 2004), in 2002, the number of employed non-agricultural rural
population was identical to that recorded in the year 1993 and two times lower than the
values recorded in 1996.

The structure of employment by sectors of the national economy, changes that have occurred
since 1989 at the macroeconomic level, produced heavy industry restructuring, which caused
a decrease in employment, rising unemployment has caused a shift industrial population
to agricultural activities. Besides the two major changes, the dynamic services sector has
allowed the reinstatement of a large part of the working population.

Although it strives a lot, Romania still lags behind other EU countries, both in terms of
socio-economic development and labour productivity. One of the main causes refers to the
significant discrepancies from the structural point of view, the distribution of labour in the
three main sectors of the Romanian economy.

Table 3. The evolution of the population structure by sector in Romania (in %)

Economic sector 2000 2005 2007 2008 2009 2010 2011

Primary sector (agriculture, hunting,
forestry, fishing, fish farming)

41.5 31.9 29.5 28.7 29.0 28.7 29.1

Secondary sector (industry,
construction)

Tertiary sector (services) 31.2 39.1 39.1 39.9 41.0 42.8 42.7

273 29.0 314 31.4 30.0 28.5 28.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: author’s own processing based on TEMPO online https://statistici.insse.ro/shop/index.jsp?pag
e=tempo3&lang=ro&ind=CON103A and INS (2012).

Regarding inland economy, there has been noticed a slight increase in employment in the
tertiary sector, from 31.2% in 2000 to 42.7% in 2011, the beginning of growth is reflected
in the slight increase in employment in industry and services. There is a growth of 11.5%
in the tertiary sector in 2011 compared to 2000, this increase being due to employment
in a proportion of increasingly large services. Although in the case of agriculture notice
a dramatic reduction in the labour force, from 41.5% in 2000 to 29.1% in 2011, it is one
whole with relatively positive meanings, implying a reorientation of labour resources to
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other absorbent economic sectors, as we have previously shown to services, which would
bring in terms of employment, the national economy with the European economic and
social model.

The relative parity of the evolution of population structure between agriculture and industry
raises a question mark, at least in terms of economic structures. Thus the national economy
has still a significant degree of dependence on agriculture, this sector still mobilizes labour
resources, at least compared to those mobilized in the industry. But the effect is felt in
productivity per hour worked. In Figure 4 it is shown the evolution of Labour productivity
per hour worked in the period 2000-2011.

Figure 4. The labour productivity per hour worked in Romania (2000-2011)
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The labour productivity is a significant indicator in the assessment of overall economic
performance. During the analysed period it was showed an increase in the overall level
of productivity from 3.6 lei/hour worked in 2000 to 28.4 lei/hour worked in 2011, which
means an increase of 7.8 times the level of productivity in an interval of eleven. Although
it mobilizes significant percentage equal to industry, the agriculture maintains a high
productivity gap to it. The labour productivity in agriculture, although it increased 7.38
times over the analysed period from 1.0 lei/hour worked in 2000 to 7.7 EUR/hour worked
in 2011, represents only 18.5% of the 2011 labour productivity per hour worked levels
industry in 2011. If in 2000 labour productivity per hour worked in agriculture represented
23.76% of the level registered in industry, 25.24% of that of the construction and 21.84%
in commerce and services at end of period, in 2011 it represented 18.51% of the labour
productivity in industry, 23.26% of the labour productivity in construction and 42.78% of
the level of trade and services.

The productivity gaps in terms of productivity per hour worked labour are maintained
throughout the entire analysed period what constitutes a plausible explanation in explaining
productivity gaps between national and European economy. The domestic economic
structure reflects the need for a major restructuring of sectors in terms of ensuring a degree
of increased competitiveness. As for the Romanian economy, although it has a major
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role, a lot oversized, agriculture fails in providing a high level of economic performance,
managing increasingly political role of social protection for the population.

The evolution of the employee’s number as economic structures reconfiguration

The average number of employees decreased in 2011 by 27.3 thousand persons compared
to the previous year (4,376.0 thousand) as a result of personnel fluctuations and financial
difficulties in most of the economic activities. The most pronounced declines were
registered in the activities such as: health and social work, public administration and
education. The distribution of employees by economic sectors in 2011 shows that 61.1%
are in services (tertiary) 0.7 percentage points lower than in 2010 and 0.6 percentage
points higher than in 2009. In the secondary sector (industry + construction) there worked
36.6% of total employees, 0.6 percentage points more than in 2010 and 0.6 percentage
points less than in 2009.

The share of employees who worked in agriculture (primary sector) was only 2.3%, up
0.1 percentage points from the previous year and stopped at the level of 2009. As it has
been found in the specialty literature (Rusu and Florian, 2003), although high percentage
of the workforce employed in agriculture is a phenomenon contrary to evolution towards
a market economy, in Romania’s case, it is part of the national custom, the effect of a too
long transition period, with at least questionable results. On other studies (Done et al., 2012;
Ciutacu and Chivu, 2009b)

The private sector is the engine of the Romanian economy, absorbing most of the employed
labour force. In 2011, the share of private sector employees was 66.2%, up from 2.4% in
2010. Thus over 21 years (1990-2011) the economic restriction led to cutting more than
3.8 million salaried jobs (about 8.1 million in 1990 to 4,300,000 in 2011). Most affected
people are from industry (2.6 million), agriculture (0.65 million), transport (0.41 million),
construction (0.37 million). The number of employees increased in trade (250 thousand),
public administration (116 thousand), financial intermediation (48,000), and health (about
23 thousand).

Table 4. Evolution of the number of employees per branch (in 000, 1990-2011)

Changes on intervals
Total number Total
Economic sector (thousand/ 1990- 1996- | 2001- | 2006- | 2009- 1;’;3

persons) 1990 1995 2000 2005 | 2008 | 2011 201 1_
TOTAL OF EMPLOYEES 8.156 -1.996 -1.537 -64 487 -697 -3.807
Agriculture, forestry and fishing 762 -259 -307 -52 -29 -7 -654
Industry 3.846 -1.231 =742 -201 -102 -347 -2.623
Constructions 704 -261 -127 32 105 -124 -375
Trade 508 152 -92 109 177 -96 250
Hotels and restaurants 195 -80 =31 6 28 -10 -87
Transport, storage and 724 208 | -146 | st | 23 | 29 | an
communications
Financial brokerage 38 29 4 6 30 =21 48
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Changes on intervals
Total number Total
Economic sector (thousand/ 1990- 1996- | 2001- | 2006- | 2009- 1;’;3
persons) 1990 1995 2000 2005 2008 2011 201 1_
Real Estate 391 -196 -18 63 135 -4 -20
Public Administration and Defence 80 50 18 19 49 -20 116
Education 368 59 -20 -26 13 -30 -4
Health and social care 316 12 -23 16 35 -17 23
Other activities 224 -63 -53 15 23 -1 -79

Source: author’s own calculations on the basis of INS (2014a,b)

In the period, 1990-2011, only in the subinterval 2006-2008, the evolution trend of the
total number of employees was positive, the number increased by about 487,000 people;
the industry and agriculture showed negative trends these years (the number of employees
in agriculture decreased by 29,000 and 102,000 people in the industry). Referring to the
high degree of working population in agriculture, especially after 1990 (Mihailescu, 2005)
notes that this is the result of economic restructure that contributed to the reorientation of
the farming population, the inability to work in the other economic sectors, which are in
decline generated by a chaotic economic reform.

Conclusions

The analysis of the evolution of Romanian economy in terms of economic structures
represents a significant step in understanding the mechanism and determinants in ensuring
convergence with the European economic model. The agriculture has a role in achieving
massive influential Romanian macroeconomic performance as one of the major economic
sectors that mobilize human resources.

In Romania’s case, the high degree of rurality makes agriculture play a pivotal role in
the rural communities, providing not only a standard of living for the rural population
for which production is mostly intended consumption, but the support in mitigating the
effects of transition to a market economy. Although overall levels showed an improvement
in outcome macroeconomic indicators and national economic structures, transformations
that marked the national economic system in the transition to a functional market economy
and highly competitive, are still not complete, emphasizing the need for compliance to the
needs of European economic and social model.
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