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Market Overview Return to top

Romania is a market with tremendous potential, a strategic location, and a business
environment that offers opportunities amidst some risks. To successfully seize the
business opportunities while reducing those risks requires a careful evaluation of the
market, patience and commitment. It is extremely difficult for U.S. exporters to
accomplish this without an effective and qualified local partner.

After several years of strong growth, Romania slumped into a deep recession in 2009
with GDP contracting by more than 7%. Since that time the country has seen a return to
weak positive growth, with recent forecasts at 1.7% GDP growth in 2012. While it is
difficult to predict Forecasts for succeeding years are more encouraging, as most predict
the rate of economic growth to accelerate further.

Stabilization of the economy has been due largely to a €20 billion ($27.4 billion) rescue
package led by the International Monetary Fund (IMF). Romania has shown
commitment to meeting the terms of the agreement with IMF, implementing a tough
austerity program to reduce its budget deficit to 4.4% of GDP in 2011 and to 3% of GDP
in 2012.

Several of these measures, including an increase from 19% to 24% in the value added
tax (VAT), and a cut of 25% in public sector salaries, depressed consumer demand and
spending predictably. This increase in VAT also contributed to inflation of about 8%in
2010, the highest rate in the EU, with a notable jump in food and energy prices.
However, inflation is widely expected to decrease in 2011, even as economic conditions
improve led by relatively strong export performance and a gradual rebound in demand.

Despite the weak economic conditions, there are opportunities for American business in
areas such as energy, agricultural equipment, environmental technologies,
infrastructure, and ICT. As the economy recovers, additional opportunities will emerge
in areas such as franchising, hotel and restaurant equipment, automotive parts,
packaging, and other industrial equipment. The pace of implementation of infrastructure
projects has quickened as Romania races to absorb EU structural funds before they
expire, and the Romanian Government, encouraged by private management of its
largest pension fund, have shown new openness to partial or complete privatization of
some industrial assets.



Successful entry into the Romanian market requires solid preparation, and market
research is an important part of any business strategy. The balance of this report is
intended to aid American companies in developing and executing new and increased
sales to this important and promising — yet still transitional — EU member state.

Market Challenges Return to top

Romania removed its communist dictator more than twenty years ago, and yet the
Romanian government still plays an outsized role in the economy in terms of
employment, ownership of assets, and influence on the business environment.

The public sector includes thousands of entities authorized to spend public funds, and
consequently most sizable businesses rely on public sector demand. This means that
as a practical consideration, U.S. exporters cannot escape this aspect of the economy.
State-Owned Enterprises shape many industries as dominant customers, suppliers, or in
some cases competitors. The deployment of private sector management principles is
incomplete or unknown in some cases, and political influence, opaque decision-making,
conflicts of interest, questionable procurement practices, and problems of payment —
even under contract -- are not infrequent issues when selling to the public sector.

The public sector is administered by a deep and inefficient bureaucracy, where few
decisions can be made without several layers of approval. Even when fully authorized
by their mandates, many Romanian government agencies seek a higher level of political
approval, even informally, before making decisions. When such intervention is
necessary to overcome this inertia, it creates an environment in which fraud and
corruption can occur. The Romanian government has sought to reduce these
opportunities by moving some government processes to on-line platforms, replacing the
human interaction with “e-Government” in areas such as healthcare and government
services. However, to the extent these reforms threaten existing arrangements, they
encounter internal resistance in some places.

Regulations and government decisions that affect business are often made with very
little, if any, consultation of stakeholders. As a result, regulation and government
directives sometimes appear internally contradictory, or produce unintended negative
consequences. A lack of stability and bureaucracy prevent some of the measures
meant to encourage business, such as a Public-Private Partnerships law and a program
of investment incentives or “state aid,” from working as they should. The legal system
does not provide the same predictable recourse nor enforceable sanctions against
corruption as are found among older EU members.

The oversight of the IMF has brought greater accountability and discipline to public
spending. This discipline includes some settling of arrears owed by the Romanian
Government, which has demonstrated commitment to meeting the conditions of the IMF.
The poor condition of Romania’s physical infrastructure -- including roads, rail, airports,
and water and wastewater systems — affects business costs, productivity, public safety,
and the country’s success in attracting foreign investment. In many cases the national
government owns the infrastructure (rail, some airports), and in other cases (water
utilities) county councils own the assets. The country’s connections to the rest of the
EU'’s transportation infrastructure are underdeveloped, keeping Romania from realizing
its full potential for new investment, trade and tourism.



In the current economic environment, American exporters should be attuned to
heightened commercial risks and consider their terms of trade carefully. Selecting the
proper partner — whether as a distributor, licensee, or franchisee — is extremely
important. Adequate due diligence can make the difference between a successful
investment or distribution agreement, and a costly mistake.

Romania has not yet entered the “Euro zone,” and so most income is paid in the local
currency, the leu. At the same time, many companies and consumers have debt
denominated in euro, and most big-ticket consumer items (real estate, cars, major
appliances) are priced in euro. In the last four years most Romanian borrowers have
been on the losing side of this exchange rate risk, with direct effects on their purchases
and debt service.

Market Opportunities Return to top

Despite these challenges, several underlying attributes of the economy allow it to keep
forward momentum. These attributes also produce the medium term business
opportunities for American companies who have experience and expertise in the areas
in demand.

Romania’s membership in the European Union is one of its most persuasive
advantages. As a relatively new (2007) member, Romania offers a sizable domestic
market and a comparatively low-cost foothold for accessing the EU market. Much of the
foreign investment in retail and some manufacturing has been based on these two
elements. In addition to this larger market, Romania’s membership makes it eligible for
billions of euro in EU grant funding. The set of financial supports known as Structural
Funds are available to support investment in physical infrastructure and many other
types of projects, and require a co-financing component from the recipient, in addition to
the national government.

In addition, Romania’s location in Southeast Europe shortens the distance for export
sales to Turkey, the Balkans, the Middle East and markets such as Ukraine and Russia.
Several foreign manufacturers have moved into Romania, despite its economic
recession, for this reason. Romania’s powerful concentration of high-end software
development and services is almost entirely export driven, serving regional or global
markets.

Romania’s stage of development and its requirement to conform to the standards of the
EU drive many of the business opportunities for U.S. firms. Whether in response to
directives from Brussels, to simply “catch up” to the rest of Europe, or to meet market
potential, the U.S. Commercial Service sees the best prospects for sales in the following
sectors, each of which is developed in greater detail later in this report.

Agricultural Machinery and Equipment
Energy

Environmental Technologies
Healthcare

Information Technology

Packaging Equipment and Waste Recycling



The European Union and EU Funding

The EU has allocated approximately 27.5 billion euro to Romania for projects in areas
ranging from transport and rural development, to energy and environment. However,
Romania has a dismal record of availing itself of these funds. The rate at which it has
been able to apply for, receive and contract for the use of these funds — or the
“absorption rate” — is the lowest of all the 10 newest EU members, four years after
Romania attained membership. Access to these funds expires in 2015.

The problem is a combination of money and administrative capacity. Romanian
authorities must improve their ability to design worthwhile projects meeting stringent EU
guidelines as well as provide required co-financing. On some infrastructure projects, for
example, expenses ineligible for EU funds (such as land acquisition) may equal up to
half of the total project cost. The continuing challenge has been a lack of adequate
administrative capacity and project management skills to plan, budget, obligate and
spend these funds in an efficient, transparent and effective manner. Internal project
review and approval procedures implemented by Romanian authorities are also multi-
layered and cumbersome. This has produced a business opportunity for specialized
consultants.

There are always more needs and projects than available funding in Romania.
American companies should examine the reliability of a buyer’s financing arrangements.
One method for identifying business opportunities is to find where one of the best
prospect sectors (e.g. environment) intersects with the buyer’s ability to access EU
funding and arrange co-financing.

U.S. exporters should monitor other recent developments in the European Union:

¢ Enlargement of the EU continues with Croatia having signed its accession treaty.
It is scheduled to become a full member as of July 1, 2013, once all 27 members
have ratified the treaty. This will add an estimated 4.5 million individuals to the
already existing 500 million individuals in the single market. The EU is currently
close to bringing Iceland into the fold and is in discussions with several other
Balkan states as well as Turkey.

e Anincrease in the size of the euro area, adding Estonia in January 2011, brought
the total to 17 countries. Businesses face lower business transaction costs and
more transparent pricing throughout the euro area compared to the challenges
and costs of dealing in multiple currencies prior to the euro’s introduction. The
EU’s handling of the current euro area crisis and how quickly it will emerge from
the financial crisis may impact U.S. firms doing business here.

¢ The border free EU Schengen area now covers 25 countries, including some
non-EU members, and greatly eases the movement of goods and people across



air, land, and sea borders. Romania’s membership in the Schengen area has not
yet been approved by all of the existing 25 members.

Discussions on a range of existing and proposed trade issues are ongoing, including
current and proposed EU restrictions on genetically-modified organisms, biotechnology
and nanotechnology; different approaches to transparency in regulatory procedures; and
different approaches to the role of standards and their development. To ensure that U.S.
companies get the full benefits of the trade agreements the United States has
negotiated, the U.S. Government has developed a trade compliance initiative. U.S. trade
agencies work closely and diligently with the business community to ensure that the EU
and its member states comply with their bilateral and multilateral trade obligations, and
to minimize market access problems affecting U.S. firms.

Market Entry Strategy Return to top

A local business presence is essential to success in the Romanian market, and this can
take the form of a distributor agreement, subsidiary, joint venture or acquisition.
Regardless of the form of investment or entry strategy, American businesses
considering the Romanian market should research their specific prospects thoroughly,
perform due diligence, and be prepared to adapt their business models as necessary.
Retaining legal counsel with solid knowledge of Romanian law is extremely important,
and relationships with other service providers such as banks and accountants can
provide excellent value as well. Selling through a local Romanian partner is a standard
element of most entry strategies. Therefore, a U.S. company’s success can hinge on
identifying, qualifying and selecting a partner with the resources and expertise to help
accomplish its objectives.

The European Union market is a differentiated one, with specific supply and demand
needs varying from member state to member state. While a pan-European business
strategy is critical, exact market entry strategies must be considered on a country-by-
country basis. For details of these tactics, please consult the Commerce Department’s
Country Commercial Guides of the 27 EU member states found at the following website:
EU Member States' Country Commercial Guides

To conduct a more thorough search for market research reports on specific industries
and sectors within EU member states please consult the Commerce Department’s
Market Research Library: http://www.export.gov/mrktresearch/index.asp

Return to table of contents
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Chapter 2: Political and Economic Environment

For background information on the political and economic environment of the country,
please click on the link below to the U.S. Department of State Background Notes.

http://lwww.state.gov/r/pa/ei/bgn/35722.htm
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Using an Agent or Distributor Return to top

Local agents, distributors and joint venture partners can contribute significantly to the
success of an American company by bringing knowledge of the market, industry
experience, access to key contacts, and other resources. Selecting a distributor is a
serious strategic decision, with long-term business and legal implications. When
establishing a contract with a distributor or joint venture partner, American companies
are advised to seek legal advice to draft a distribution agreement that is compliant with
local regulations and standard business practices.

U.S. Commercial Service Romania advises against relying on internet searches,
association lists, or other passive methods for finding a partner. Through its International
Partner Search and Gold Key Service, CS Romania helps U.S. companies find and
gualify prospective agents, distributors or representatives, and can perform background
checks on Romanian companies through the International Company Profile.

Key links: International Partner Search, Gold Key Matching Services, Single Company
Promotion or International Company Profile.

Establishing an Office Return to top

Opening a local office in Romania involves several steps:

1. Choose the type of company



http://export.gov/romania/servicesforu.s.companies/internationalpartnersearch/index.asp
http://export.gov/romania/servicesforu.s.companies/goldkeymatchingservices/index.asp
http://export.gov/romania/servicesforu.s.companies/singlecompanypromotion/index.asp
http://export.gov/romania/servicesforu.s.companies/singlecompanypromotion/index.asp
http://export.gov/romania/servicesforu.s.companies/internationalcompanyprofile/index.asp

General Partnership (SNC): A general partnership can involve two or more partners. The
partnership relationship is based upon a contract, and any person who is able to enter
into a binding contract may enter into a partnership. The parties must register their
partnership with the National Trade Registry Office in the Ministry of Justice.

Limited Partnership (SCS): As with other jurisdictions, a limited partnership consists of
one or more general partners, who manage the business of the partnership, and one or
more limited partners who contribute capital (money or other property) to the
partnership, but do not participate in its management. Generally, limited partners are not
liable for the debts and obligations of the partnership beyond their contributions to the
registered capital.

Joint-Stock Company (SA): A joint stock company is a limited liability corporation with
registered capital of at least $960 and at least five shareholders. Shares can be
nominative shares or bearer shares, and can be freely traded or pledged. A joint stock
company may be set up privately or by public subscription. A privately held company is
required to have a Memorandum of Association. At the time of the company’s
registration, each shareholder must pay at least 30% of his/her portion of the registered
share capital, with the remaining 70% paid within a maximum of 12 months.

Limited Partnership by Share (SCA): The capital is divided into shares and the
obligations are guaranteed by the capital and by the unlimited and joint liability of the
general partners. The limited partners are liable only for the payment of their shares.

Limited Liability Company (SRL): A limited liability company is a company formed by a
limited number of partners (no more than 50). The registered share capital of an SRL is
normally divided into shares with a registered value of not less than 10 RON each.
Shares cannot be freely traded, making limited liability companies similar to what are
known as private companies in other legal systems. Shares of these companies cannot
be pledged as collateral for loans.

Representative Offices: Foreign companies may open representative offices in Romania
following registration with the Department of Foreign Trade in the Ministry of Economy.
Representative offices cannot carry out commercial activities on their own behalf, but are
entitled to promote and supervise the business of their parent organizations.

Branches: Foreign companies may establish branches in Romania. They must be
registered with the appropriate trade registry, relative to the location of their office.

2. Determine location of headquarters

Foreign companies are required to have as a headquarters a physical location (not a
postal address as in the United States) that is the property of or in use by one or more
partners or shareholders.

3. Reqister the name of the company

The company’s hame is registered with the Trade Registry in the jurisdiction where the
company is to be located.

4. Authenticate constitutive documents




General partnerships and limited liability partnerships are set up through a contract of
company. Joint-stock companies, limited partnerships with shares and limited liability
companies are set up through a contract of company and articles of incorporation. The
signatories to the articles of incorporation are considered founders. The company must
have a "Constitutive Document," (Articles of incorporation) which sets the rights and
obligations of the shareholders, the object of activity of the company, the quorum
required for the adoption of different resolutions, the dissolution procedure, and so forth.

5. Company’s account

A company account is opened in the registered name of the company in order to deposit
the share capital. The amounts depend on the form of business organization, but as an
example, a limited liability company has a minimum starting capital of RON 200
(approximately $60).

6. Other required legal documents

Other documents are required, such as fiscal records.

7. Submission of the complete dossier to the One Stop Office

Once the application, or dossier, is complete, it is submitted to the One Stop Office in the
proper jurisdiction. The One Stop Office falls under the National Trade Register Office of
the Ministry of Justice.

The forms of business most commonly used by foreign investors are limited liability
company (SRL), the joint stock company (SA) and the branch of a foreign parent
company. Representative offices are often used as a market entry tactic, allowing a
company to assess opportunities before making a more substantial investment.

Companies who plan to use distribution, franchising and agency arrangements need to
ensure that the agreements they put into place are in accordance with European Union
EU) and Member State national laws. Council Directive 86/653/EEC establishes certain
minimum standards of protection for self-employed commercial agents who sell or
purchase goods on behalf of their principals. The Directive establishes the rights and
obligations of the principal and its agents, the agent’s remuneration, and the conclusion
and termination of an agency contract, including the notice to be given and indemnity or
compensation to be paid to the agent. U.S. companies should be particularly aware that
the Directive states that parties may not derogate certain requirements. Accordingly, the
inclusion of a clause specifying an alternate body of law to be applied in the event of a
dispute will likely be ruled invalid by European courts.

Key Link:
http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31986L0653:EN:HTML

The European Commission’s Directorate General for Competition enforces legislation
concerned with the effects on competition in the internal market of such "vertical
agreements." Most U.S. exporters are small- and medium-sized companies (SMEs) and
are exempt from the regulations because their agreements likely would qualify as
"agreements of minor importance," meaning they are considered incapable of affecting


http://eurlex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31986L0653:EN:HTML

competition at the EU level. Generally speaking, companies with fewer than 250
employees and an annual turnover of less than €50 million are considered small- and
medium-sized. The EU has indicated that agreements that affect less than 10% of a
particular market are generally exempted as well (Commission Notice 2001/C 368/07).

Key Link:
http://eurlex.europa.eu/LexUriServ/site/en/oj/2001/c_368/c_36820011222en00130015.p
df

The EU addresses the problem of payment delays with Directive 2000/35/EC. This
covers all commercial transactions within the EU, whether in the public or private sector,
primarily dealing with the consequences of late payment. Transactions with consumers,
however, do not fall within the scope of this Directive. The Directive entitles a seller who
does not receive payment for goods/services within 30-60 days of the payment deadline
to collect interest (at a rate of 7 % above the European Central Bank rate) as
compensation. The seller may also retain the title to goods until payment is completed
and may claim full compensation for all recovery costs.

Key Link:
http://ec.europa.eu/enterprise/policies/single-market-goods/fighting-late-payments/

Companies’ agents and distributors can take advantage of the European Ombudsman if
they are the victims of inefficient management by an EU institution or body. Complaints
can be made to the European Ombudsman only by businesses and other bodies with
registered offices in the EU. The Ombudsman can act upon these complaints by
investigating cases in which EU institutions fail to act in accordance with the law, fail to
respect the principles of good administration, or violate fundamental rights.

Key Link: http://www.ombudsman.europa.eu
Franchising Return to top

Franchising regulations in Romania are much the same as in other countries, basically
granting the franchisee the right to operate or develop a business, product, technology
or service. The contract, generally called a Franchising Agreement, reflects the interests
of the members of the franchise network, and protects the franchiser’s industrial or
intellectual property rights by maintaining the common identity and reputation of the
franchise network. The franchising agreement must define, free of any ambiguity, the
obligations and liabilities of all of the parties, and must contain the following elements:
object of the contract, rights and obligations of the parties involved, financial clauses,
contract duration, clauses related to modification, extension, and cancellation of the
agreement. The dramatic growth of franchises between 2000 and 2007 reflected the
pent-up consumer demand, while the severe retrenchment between 2009 and 2010 in
the face of a recession shows the importance of choosing the right franchise partner.

The Romanian Franchise Association believe that Romanian investors have become
more cautious in deciding how to spend money, in the context of a generalized lack of
liquidity. On the other hand, franchisors themselves have become more conciliatory and
more willing to negotiate certain clauses in franchise contracts.

American Franchises in Romania


http://eurlex.europa.eu/LexUriServ/site/en/oj/2001/c_368/c_36820011222en00130015.pdf
http://eurlex.europa.eu/LexUriServ/site/en/oj/2001/c_368/c_36820011222en00130015.pdf
http://ec.europa.eu/enterprise/policies/single-market-goods/fighting-late-payments/
http://www.ombudsman.europa.eu/

At present, American franchises still represent a large number of brands and strong
market share. At the end of 2008, the American franchises accounted for 22% of all the
international brands on the Romanian market, with European brands growing swiftly.
European concepts prevailed in retail franchises, while American brands were most
evident in fast food concepts, such as: Quiznos and Burger King, or Starbucks.

Important U.S. companies like Subway, McDonald’s, Pizza Hut, and KFC (Kentucky
Fried Chicken) currently have franchisees in Romania. Other American franchises
present in the Romanian market include:

e Curves (as FitCurves)
e The GAP (clothing retail)

e Hertz
¢ Budget
e Pizza Hut

o American Life Insurance Company
¢ Howard Johnson Grand Hotel Plaza
o Four Star Pizza

e Daylight Donuts

¢ Ruby Tuesday’s

e PizzaInn

e Subway

o Computer Troubleshooters

e Fastrackids

e Ramada

e Quiznos

e Starbucks

The U.S. Commercial Service remains positive on the long term prospects for American
franchises in Romania, especially in areas outside of food concepts. However, realizing
success in the Romanian market usually requires the American franchise to modify its
“standard” franchise agreement to reflect local market conditions. Timetables, minimum
numbers of units, and fees and royalties should all be evaluated against local market
data. Even more important is finding the right local partner who understands the
business concept and can execute it well. Finding local entrepreneurs with the capital to
pay a franchisee fee is not as difficult as identifying those with the expertise and acumen
to introduce and grow a new franchise successfully. Competition for the attention of this
latter group is keen, and American franchises are evaluated against European rivals.

Direct Marketing Return to top

The Romanian Direct Marketing Association (ARMAD) is a member of the Federation of
European Direct Marketing (FEDMA) and the European E-commerce and Mail Order
Trade Association (EMOTA).



There are more than 30 direct marketing companies who are also members of ARMAD.
The direct marketing industry is just developing, but has been growing among Romanian
companies for whom the methods offer a business marketing solution. Romania does
not have a national "do-not-call list", but in 2007 a “do not mail” list was implemented by
the Romanian Direct Marketing Association.

There is a wide range of EU legislation relevant to the direct marketing sector.
Compliance requirements are most rigorous for marketing and sales to private
consumers, and place an emphasis on the clarity and completeness of the information
marketers provide consumers prior to purchase, and on their collection and use of
customer data. The following gives a brief overview of the most important provisions of
EU-wide rules on distance selling and on-line commerce. We recommend American
companies consult the information available via the hyperlinks, and contact the U.S.
Commercial Service at the U.S. Mission to the European Union for more specific
guidance.

Processing Customer Data

The EU has strict laws governing the protection of personal data, including the use of
such data in the context of direct marketing activities. For more information on these
rules, please see the privacy section above.

Distance Selling Rules

e Distance and Door-to-Door Sales

The EU’s Directive on distance selling to consumers (97/7/EC) sets out a number of
obligations for companies doing business at a distance with consumers. Before
concluding a contract, direct marketers must identify themselves clearly, provide
information about their supplier, full details of price and delivery, and the period for
which an offer remains valid. Customers generally have the right to return goods
without any required explanation within seven days, and retain the right to
compensation for faulty goods thereafter. Similar in nature is the Doorstep Directive
(85/577/EEC) which is designed to protect consumers from sales occurring outside
of a normal business premises (e.g., door-to-door sales).

Key Link: http://ec.europa.eu/consumers/cons_int/safe_shop/index_en.htm
¢ Distance Selling of Financial Services

Financial services are the subject of a separate Directive that came into force in June
2002 (2002/65/EC). This piece of legislation ensures that consumers are
appropriately protected in respect to financial transactions taking place where the
consumer and the provider are not face-to-face. In addition to prohibiting certain
abusive marketing practices, the Directive establishes criteria for the presentation of
contract information. Given the special nature of financial markets, specifics are also
laid out for contractual withdrawal.

Key Link: http://ec.europa.eu/consumers/cons_int/fina_serv/index_en.htm


http://ec.europa.eu/consumers/cons_int/safe_shop/index_en.htm
http://ec.europa.eu/consumers/cons_int/fina_serv/index_en.htm

Direct Marketing over the Internet

The e-commerce Directive (2000/31/EC) imposes certain specific requirements
connected to the direct marketing business. Promotional offers must not mislead
customers and the terms that must be met to qualify for them have to be easily
accessible and clear. The Directive stipulates that marketing e-mails must be identified
as such to the recipient and requires that companies targeting customers on-line must
regularly consult national opt-out registers where they exist. When an order is placed,
the service provider must acknowledge receipt quickly and by electronic means,
although the Directive does not attribute any legal effect to the placing of an order or its
acknowledgment. This is a matter for national law. Vendors of electronically supplied
services (such as software) must also collect value added tax (see the Electronic
Commerce section that follows).

Key Link: http://ec.europa.eu/internal_market/e-commerce/index_en.htm

Joint Ventures/Licensing Return to top

U.S. companies may enter the Romanian market as partners with Romanian
counterparts or may operate 100% foreign-owned companies. Many foreign companies
involved in local manufacturing do so under joint-venture agreements. The main
advantages offered by joint ventures include quick market access through the
knowledge, relationships, and existing capacities of the local partner. The potential
disadvantages of joint ventures include the loss of complete control, the failure of
anticipated synergies, and the costs and difficulties of integration.

Selling to the Government Return to top

The Romanian Government adopted public procurement law, Emergency Ordinance
34/20086, in order to align its legislation with EU standards. This ordinance was amended
in March 2009. The most recent update shortened the deadlines for contesting
procurement procedures. The Government maintains an electronic system for public
acquisitions in an effort to provide a fully transparent procurement process. A
government decision passed in March 2010 requires public authorities to use the e-
procurement system for at least 40% of their procurements.

The EU public procurement market, including EU institutions and Member States, is
regulated by two Directives:

e Directive 2004/18 on Coordination of procedures for the award of public works,
services and supplies contracts, and

o Directive 2004/17 on Coordination of procedures of entities operating in the
Utilities sector, which covers the following sectors: water, energy, transport and
postal services.


http://ec.europa.eu/internal_market/e-commerce/index_en.htm

Remedies directives cover legal means for companies who face discriminatory public
procurement practices. These directives are implemented in the national procurement
legislation of the 27 EU Member States.

The U.S. and the EU are signatories of the World Trade Organization’'s (WTO)
Government Procurement Agreement (GPA), which grants access to most public
supplies and some services and works contracts published by national procuring
authorities of the countries that are parties to the Agreement. In practice, this means that
U.S.-based companies are eligible to bid on contracts from European public contracting
authorities above the agreed thresholds.

However, there are restrictions for U.S. suppliers in the EU utilities sector both in the EU
Utilities Directive and in the EU coverage of the Government Procurement Agreement
(GPA). The Utilities Directive allows EU contracting authorities in these sectors to either
reject non-EU bids where 50% of the total value of the goods constituting the tender
originates in non-EU countries, or to apply a 3% price difference to non-EU bids in order
to give preference to the EU bid. These restrictions are applied when no reciprocal
access for EU companies in the U.S. market is offered. Those restrictions however were
waived for the electricity sector.

For more information, please visit the website of the U.S. Commercial Service at the
U.S. Mission to the European Union, and the section dedicated to EU public
procurement. This site also has a database of all European public procurement tenders
that are open to U.S.-based firms by virtue of the Government Procurement Agreement.

Key Links:
http://www.e-licitatie.ro
http://www.buyusa.gov/europeanunion/eu_tenders.html

Distribution and Sales Channels Return to top

Distribution of goods and services in Romania is similar to other European countries.
Wholesale and retail tiers, and support services such as packaging, warehousing and
merchandising, are fully developed in Romania. Retail outlets, franchisees, and value-
added resellers serve as channels for the provision of services ranging from mobile
phone service, consulting or software and IT.

Romania’s range of retail outlets is likewise European and includes specialty shops,
supermarkets, hypermarkets, cash and carry, department stores, gas station
convenience stores, and do-it yourself shops, kiosks, street vendors, open-air markets
and wholesale centers. Despite the rapid growth of shopping malls and hypermarkets,
many urban consumers still rely on small shops and markets for daily shopping.

Romania is one of the top targets in Eastern Europe for retailers like Metro, Carrefour
and Selgros, whose local large-format stores provide the biggest sales increases for
their chains. For several years the local market has been dominated by Carrefour and
Cora on the hypermarket (or Big Box) segment, while Metro and Selgros have competed
on the cash and carry market. Several of these have plans to continue their expansion,
but on a scale tempered by the economic downturn.
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Foreign supermarkets also have a share of the Romanian market. The first foreign
company to enter the market was the Metro Cash & Carry chain in 1996, followed by
Billa, Gima, Carrefour, XXL, Auchan, Kaufland, Mega Image (Delhaize Group), and
Artima. Growth plans for the Romania market have been affected by the condition of
these companies in their home markets.

Selling Factors/Techniques Return to top

Price, payment conditions, value and quality are critical factors for success in Romania's
business and consumer markets. In almost any business domain, European competitors
exist and enjoy the advantages of tariff free status within the EU. American firms may
not always compete on price but need to demonstrate a clear value proposition. Proven
products or services with benefits that emphasize cost-savings, efficiencies or — for
distributors — profitability and reliability, will stand the best chances of market success.

Romania has seen income growth in recent years, and an expansion in consumer credit,
but average incomes remain relatively low. Comparing Romania to other nations on the
basis of GDP per capita adjusted for purchasing power parity ranks the nation alongside
Turkey and Bulgaria, trailing neighboring Hungary, but ahead of Ukraine. However, the
small but relatively affluent segment of the population has driven retail development, real
estate, and the sale of luxury or “premium brand” goods. The current economic
conditions recommend prudence to the U.S. companies pursuing this segment of the
market. Market entry plans should be informed by specific and timely intelligence, as
well as a careful evaluation of a prospective partner’s financial condition.

Electronic Commerce Return to top

Statistics from Romanian integrator GECAD ePayment indicate that the main industries
processing online transactions are telecom, tourism, utilities, services, retail and
entertainment.

As in other countries, e-commerce solutions that rely on existing payment relationships
have been successful in Romania. The country’s large number of mobile phone
subscribers provides a ready base of shoppers for telecom providers such as Orange,
Vodafone, and Cosmote. Each provide the ability to check bank balances, pay bills and
purchase calling credit online.

The use of online auction sites, even when not located in Romania, is growing. Online
auctioneer eBay does a steady business among Romanians through its other European
sites. In 2011, Apple opened it's iBookstore to the Romanian Market.

The EU applies Value Added Tax (VAT) to sales by non-EU based companies of
Electronically Supplied Services (ESS) to EU based non-business customers. American
companies that are covered by the rule, such as those based in the U.S. and selling
ESS to EU-based, non-business customers must collect and submit VAT to EU tax
authorities. There are a number of compliance options for businesses. The Directive
created a special scheme that simplifies registering with each member state, and allows
companies to register with a single VAT authority of their choice. Companies have to
charge different rates of VAT according to where their customers are based, but VAT



reports and returns are submitted to just one authority. The VAT authority responsible for
providing the single point of registration service is then responsible for reallocating the
collected revenue among the other EU VAT authorities.

Despite the enthusiasm these studies revealed, two obstacles continue to retard the
growth of e-commerce infrastructure and deployment: a relatively low rate of credit card
ownership, and the prevalence of online fraud and cybercrime.

In March 2011, the Ministry of Communications and Information Society launched the
National Electronic System for Online Payment of Taxes (www.ghiseul.ro). This is a
platform that allows the citizens of Romania to pay their taxes online, no matter where
they are in the world, eliminating as a result the lines at the tax offices. The system was
supported by such companies such as VISA, MasterCard, the major banks in Romania,
IBM. Until today, over 1,5 million RON in taxes have been transacted through Ghiseul.ro.
The number will increase dramatically as more institutions join the system. Ghiseul.ro is
a system delivered for free to the public institutions of Romania and operated by the
Ministry of Communications and Information Society.

In January 2012, the Ministry of Communications and Information Society launched a
call for projects, funded through European Funds, for e-commerce platforms, meant to
promote the e-commerce business in Romania. The total budget of the call is over 50
million USD; the maximum amount per project is 750,000 USD.

Key Links:
http:// www.ghiseul.ro
http://fonduri.mcsi.ro/?q=node/232

Trade Promotion and Advertising Return to top

The variety and quality of Romanian advertising is similar to that of other European
countries. As in the rest of Europe, the industry has suffered from decreased spending
in the recent recession. Multinational companies represent a large share of spending.
New media and combinations of media continue to develop to respond to audience
segmentation using several forms: internet and social networking, digital TV, mobile
telephony, radio, and print, digital OOH etc.

Television

The TV market in 2011 was structured as follows (urban audience, provided by GfK
Romania/ARMA):

, Rating Viewers in

SE (% of viewers) thousands
Pro TV CME/Adrian Sarbu 2.9 330
Antena 1 Intact/VVoiculescu Family 2.1 243
Antena 3 Intact/Voiculescu Family 1.1 131
Realitatea TV Realitatea/Elan Schwartzenberg 1.1 130
Kanal D Dogan Media 1.1 130
TVR 1 Public 0.9 107
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Acasa CME/Adrian Sarbu 0.9 101
Prima TV SBS Broadcasting 0.8 90
National TV Micula Brothers 0.5 61
Disney Disney-ABC 0.5 58

Both TV channels owned by Intact Group (Antena 1 and Antena 3) increased their
number of viewers in 2011, with Antena 3 climbing to the third place, above Realitatea
TV. Pro TV remains the largest TV channel in terms of urban audience, but with a
marginal decrease of 9,000 viewers in 2011. The main public station (TVR 1) fell onto
sixth place, being surpassed by Kanal D, the station with the highest urban audience
increase (plus 21,000 individuals).

As of January 2012, the new provider for TV data audience measurement is Kantar
Media. This is expected to result in fluctuations in audience figures resulting from the
changes in the measurement panel structure.

Press

The best-known English-language business publications are:

e Quarterly Bulletin (economic, financing, monetary and credit trend information
and statistics), published by the National Bank;

e Statistic Bulletins (on various topics), published by the National Institute of
Statistics;

e Romanian Insights (monthly), published by the Romanian Chamber of
Commerce and Industry;

¢ Romanian Business Digest (quarterly), published by International Business
Promotion

e The Diplomat (monthly), published by Diplomat Media Group

e Business Review (weekly), published by Business Media Group SRL;

e Nine O'Clock (daily), published by Nine O’Clock Publications;

The three leading newspapers accounted for 43% of total sales in the 3 quarter of
2011. Except for Puterea, all newspapers decreased in circulation. Of them, Adevarul
guality newspaper registered the most dramatic decrease. Three of the five top-selling
newspapers in Romania are tabloids, the other two being one quality newspaper
(Romania Libera) and a sports newspaper (Gazeta Sporturilor).

Magazine sales to men are strongly-oriented to TV guides and automotive themes; while
Romanian females consume weekly mass-market magazines targeting women (many of
them brand extensions of already established newspapers).

A number of international glossy magazines are present in Romanian both for women
(Elle, Cosmopolitan, Harper’'s Bazaar, Marie Claire, Glamour) and men (FHM, Men’s
Health, GQ, Esquire).

Clients consolidated their advertising expenditures in established titles with nationwide
distribution. This produced market share increases for those publishers with a large and
integrated portfolio.



The Romanian media market also contains some local daily “free sheets” (free
newspapers) among which the most important Ring, distributed in Bucharest. The
decrease in advertising spending is likely to limit the launch or breadth of circulation of
free newspapers. Several free magazines are distributed, both free city-guides (24-FUN,
Sapte Seri, Zile si Nopti ) offering localized content, as well as those of pharmacy chains
and major real-estate comp

The system of procurement for outdoor advertising is somewhat opaque, but forms
include billboards, backlit and dynamic models (such a street-TV). The future of large
mesh format advertising is uncertain, as these have been the subject of restrictive
ordinances by the City of Bucharest and the national government. Advertising inside
public transportation (subway, tram and buses) and its stations is common, if not
consistent, and similarly an area of questionable tendering practices.

Radio

The Radio Market (audience share, urban 11+) in Romania was structured - according to
radio audience survey conducted by ARA and IMAS from May to August 2011 — as
follows:

Radio Station Market Share %

Kiss FM 16.7
Radio Romania Actualitati 12.1
Europa FM 9.9
Radio ZU 8.5
ProFM 7.5
Magic FM 4.8
Radio 21 3.2
All other 37.3

Most major multinational advertising and public relations agencies are represented in
Romania, including Ogilvy & Mather, McCann-Erickson, Lowe & Partners (IPG member),
GraffitiiBBDO, Saatchi and Saatchi, Young and Rubicam, Leo Burnett and Publicis.

Specialized market research and testing are available from independent suppliers, both
Romanian and international, as well as from established Romanian institutes and
organizations such as BRAT, the Institute of World Economy, and the Romanian
Chamber of Commerce and Industry (http://www.ccir.ro).

General Legislation

Misleading advertising is defined as any "advertising which in any way, including its
presentation, deceives or is likely to deceive the persons to whom it is addressed or
whom it reaches and which, by reason of its deceptive nature, is likely to affect their
economic behavior or which for those reasons, injures or is likely to injure a competitor."

The EU’s Television without Frontiers Directive specifies legislation on broadcasting
activities allowed within the EU. Since 2009 the rules have allowed for US-style product
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placement on television as well as the split-screen format, and lifted the three-hour per
day maximum advertising time. However, a 12-minute/hour maximum limit remains.
Children's programming is subject to a code of conduct that includes certain restrictions
on advertising to children.

Product specifications given in advertising are considered as legally binding on the
seller. (For additional information on Council Directive 1999/44/EC on the Sale of
Consumer Goods and Associated Guarantees, see the legal warranties and after-sales
service section below.)

Key Link:
http://ec.europa.eu/comm/consumers/cons_int/safe_shop/fair_bus_pract/index_en.htm

Pricing Return to top

Pricing structures in Romania are similar to those used in most other countries: prices
are increased by wholesale and retail markups as well as by taxes, especially the Value
Added Tax (VAT) that climbed from 19% to 24% as of July 2010. Product pricing is
influenced primarily by existing competition in the Romanian market, as well as by the
liquidity of the market. Common consumer goods are price-sensitive, and competition
can be fierce, as local producers compete with products from China, Southeast Asia and
Turkey. In the case of higher quality goods, the reputation of a brand -- as well as
technical specifications or length of warranties — can command a price premium in the
market. However, U.S. companies should not take awareness of their brands for
granted.

Sales Service/Customer Support Return to top

The concepts of after sales customer service and support are still developing among
Romanian businesses, but large multinationals are providing leadership in this area. As
a consequence, Romanian consumers are increasingly sensitive to the quality of after-
sales services in making their buying decisions. American firms generally hold an
advantage in this area, but local partners may prove the weak link that damages brand
perception. U.S. companies should be prepared to work closely with local partners
(distributors, value-added resellers) to help them develop their service and support
capabilities.

Legal provisions regarding sales, service and customer support are currently in line with
European Union provisions. There have been discrepancies among EU member states
in product labeling, language use, legal guarantees, and liability. The relevant EU
institutions continue to pursue harmonization of national legislation, and this is an area
that U.S. suppliers should monitor closely.

Product Liability

Under a 1985 directive on liability of defective products, amended in 1999, the producer
is liable for damage caused by a defect in his product. The victim must prove the
existence of the defect and a causal link between defect and injury (bodily as well as
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material). A reduction of liability of the manufacturer is granted in cases of negligence on
the part of the victim.

Key link: http://ec.europa.eu/enterprise/policies/single-market-
goods/documents/liability/index_en.htm

Product Safety

The 1992 General Product Safety Directive was revised in 2001 to include an obligation
on the producer and distributor to notify the Commission in case of a problem with a
given product and provisions for its recall.

Key link: http://ec.europa.eu/consumers/safety/prod_legis/index_en.htm#gpsd

Legal Warranties and After-sales Service

Under the EU Directive on the Sale of Consumer Goods and Associated Guarantees,
companies are required to provide a minimum two-year warranty on all goods sold to
consumers. The remedies available to consumers in case of non-compliance are:

e repair of the good(s);

¢ replacement of the good(s);

e a price reduction; or

e rescission of the sales contract.
Key link:

http://ec.europa.eu/comm/consumers/cons_int/safe_shop/guarantees/index_en.htm

Protecting Your Intellectual Property Return to top

Several general principles are important for effective management of intellectual
property (“IP”) rights in Romania. First, it is important to have an overall strategy to
protect your IP. Second, IP is protected differently in Romania than in the U.S. Third,
rights must be registered and enforced in Romania, under either European or local laws.
Your U.S. trademark and patent registrations will not protect you in Romania. There is
no such thing as an “international copyright” that will automatically protect an author’s
writings throughout the entire world. Protection against unauthorized use in a particular
country depends, basically, on the national laws of that country. However, most
countries do offer copyright protection to foreign works under certain conditions, and
these conditions have been greatly simplified by international copyright treaties and
conventions.

Registration of patents and trademarks is on a first-in-time, first-in-right basis, so you
should consider applying for trademark and patent protection even before selling your
products or services in the Romania market. It is vital that companies understand that
intellectual property is primarily a private right and that the US government generally
cannot enforce rights for private individuals in Romania. It is the responsibility of the
rights' holders to register, protect, and enforce their rights where relevant, retaining their
own counsel and advisors. Companies may wish to seek advice from local attorneys or
IP consultants who are experts in Romania law. The U.S. Commercial Service can
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provide a list of local lawyers upon request or go to
http://romania.usembassy.gov/root/pdfs/attorney_list_2009.pdf .

While the U.S. Government stands ready to assist, there is little we can do if the rights
holders have not taken these fundamental steps necessary to securing and enforcing
their IP in a timely fashion. Moreover, in many countries, rights holders who delay
enforcing their rights on a mistaken belief that the USG can provide a political resolution
to a legal problem may find that their rights have been eroded or abrogated due to legal
doctrines such as statutes of limitations, leaches, estoppels, or unreasonable delay in
prosecuting a law suit. In no instance should U.S. Government advice be seen as a
substitute for the obligation of a rights holder to promptly pursue its case.

It is always advisable to conduct due diligence on potential partners. Negotiate from the
position of your partner and give your partner clear incentives to honor the contract. A
good partner is an important ally in protecting IP rights. Consider carefully, however,
whether to permit your partner to register your IP rights on your behalf. Doing so may
create a risk that your partner will list itself as the IP owner and fail to transfer the rights
should the partnership end. Keep an eye on your cost structure and reduce the margins
(and the incentive) of would-be bad actors. Projects and sales in Romania require
constant attention. Work with legal counsel familiar with Romania laws to create a solid
contract that includes non-compete clauses, and confidentiality/non-disclosure
provisions.

It is also recommended that small and medium-size companies understand the
importance of working together with trade associations and organizations to support
efforts to protect IP and stop counterfeiting. There are a number of these organizations,
both Romania or U.S.-based. These include:

e The U.S. Chamber and local American Chambers of Commerce

e National Association of Manufacturers (NAM)

¢ International Intellectual Property Alliance (IIPA)

¢ International Trademark Association (INTA)

o The Coalition Against Counterfeiting and Piracy

¢ International Anti-Counterfeiting Coalition (IACC)

¢ Pharmaceutical Research and Manufacturers of America (PhRMA)
e Biotechnology Industry Organization (BIO)

IP Resources

A wealth of information on protecting IP is freely available to U.S. rights holders. Some
excellent resources for companies regarding intellectual property include the following:

e For information about patent, trademark, or copyright issues -- including
enforcement issues in the US and other countries -- call the STOP! Hotline: 1-
866-999-HALT or register at www.StopFakes.gov.

e For more information about registering trademarks and patents (both in the U.S.
as well as in foreign countries), contact the US Patent and Trademark Office
(USPTO) at: 1-800-786-9199.
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e For more information about registering for copyright protection in the US, contact
the US Copyright Office at: 1-202-707-5959.

¢ For more information about how to evaluate, protect, and enforce intellectual
property rights and how these rights may be important for businesses, a free
online training program is available at www.stopfakes.gov.

e For US small and medium-size companies, the Department of Commerce offers
a "SME IP Advisory Program" available through the American Bar Association
that provides one hour of free IP legal advice for companies with concerns in
Brazil, China, Egypt, India, Russia, and . For details and to register, visit:
http://lwww.abanet.org/intlaw/intlproj/iprprogram_consultation.html

¢ Forinformation on obtaining and enforcing intellectual property rights and
market-specific IP Toolkits visit: www.StopFakes.gov This site is linked to the
USPTO website for registering trademarks and patents (both in the U.S. as well
as in foreign countries), the U.S. Customs & Border Protection website to record
registered trademarks and copyrighted works (to assist customs in blocking
imports of IP-infringing products) and allows you to register for Webinars on
protecting IP.

Due Diligence Return to top

Romania offers attractive opportunities for investment, acquisition, and business
partnerships ranging from joint ventures and licensing agreements to distributorships
and franchises. However, with these new opportunities come new risks. There are few
activities more important in Romania than conducting due diligence on potential
investments or business partners.

The U.S. Commercial Service advises American firms to engage reputable legal
counsel, and maintains contact with such firms, both international and Romanian. Legal
advisers are retained for the usual work of incorporation, obtaining permits, IPR
registration, contract preparation, collection and commercial disputes, but are also an
excellent resource for identifying potential problems based on their experience in the
market.

Comprehensive due diligence should be performed whenever specific circumstances
relating to a planned transaction clearly reflect a legal risk which could harm the parties.

The Romanian justice system continues to be slow and bureaucratic, and despite some
progress the best strategy is to avoid commercial litigation if at all possible. When
possible, contracts should provide for international arbitration.

Romanian bankruptcy legislation provides creditors the ability to force insolvent
companies into either reorganization or liquidation. If a company is able to overcome its
inability to pay its debts by reorganization, it may not have to go into liquidation.
Nevertheless, if the reorganization is not successful, the judge will order the start of
liquidation procedures. Unfortunately, the lack of specialization of judges and lawyers in
the bankruptcy field makes it difficult to bring such cases to court, and to obtain
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consistent outcomes. This procedure has been reformed by a law passed in December
2009, which provides for a debt settlement mechanism- Company Voluntary
Agreements- which may be used to establish debt servicing schedules without resorting
to bankruptcy.

Even though due diligence is substantially based on the analysis of documents provided
by the investor’s counterpart, information from public sources should not be
underestimated. There is a wide range of public sources such as the Trade Registry, the
Land Book, the Electronic Archive for Pledge Agreements, State Office for Inventions
and Trademarks and the Credit Bureau.

Perhaps the most complicated part of a legal due diligence is the review of information
regarding assets, especially real estate. Apart from the fact that it takes time and skill to
identify and collect the relevant documents, it is essential to fully comprehend their legal
effects, in particular when it comes to the historical transfer of ownership, by spotting the
deficiencies that might lead to legal hazards, and finally to advise the investor on the
most effective approach of such data in negotiating the transaction.

The most complex legal due diligence operations have been in real estate transactions,
banking transactions, mergers and acquisitions, and privatizations. As a consequence,
Romanian law firms have acquired a considerable expertise, and a better understanding
of U.S. companies their business culture and specific needs in complex transactions.

Finally, any due diligence process requires knowledge of applicable regulations, both
primary and secondary Romanian legislation, as well as European Union law. Over the
last twenty years, Romania’s legal framework has evolved into a web of regulatory
branches, many of them interlaced and ambiguous. Romanian lawyers have
considerable experience in dealing with such matters, and are able to offer a clear view
and creative solutions on the way regulations apply to specific legal issues.

It is very important for American firms to know with whom they are doing business,
whether selecting a consultant, distributor or deciding to extend credit terms. In addition
to introductions to local legal counsel, the U.S. Commercial Service offers a service for
investigating the background, financial status and references of Romanian firms. The
International Company Profile includes findings from interviews with the target company,
supplier and customer references, and a recommendation regarding the subject’s
reliability as a business partner.
(http://lwww.buyusa.gov/romania/en/international_company_profile.html).

Local Professional Services Return to top

A directory of local business service providers offering clear value to U.S. firms is
available on the website of the U.S. Commercial Service in Bucharest, Romania:

http:/mwww.buyusa.gov/romania/en/business_service_providers.html.

For information on professional services located within each of the EU member states,
please see EU Member State Country Commercial Guides which can be found at the
following website: http://www.export.gov/mrktresearch/index.asp under the Market
Research Library.
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Web Resources Return to top

Ministry of Justice’s Trade Registry
http://lwww.onrc.ro/english/services.php

Ministry of Economy, Trade and Business Climate

http://mwww.minind.ro

Ministry of Finance

http://www.mfinante.ro/

National Agency of Fiscal Administration

http://lwww.anaf.rp

Chamber of Fiscal Consultants

http://www.ccfiscali.ro

European Union legislation database

http://eur-lex.europa.eu/

European Ombudsman

http://www.ombudsman.europa.eu

European Commission, DG Health and Consumer Protection, Consumer Affairs
http://ec.europa.eu/consumers/index_en.htm

European Committee for Electro-technical Standardization
http://www.cenelec.org

European Telecommunications Standards Institute

http://www.etsi.org

European Committee for Standardization

http://www.cenorm.be

American National Standards Institute

http://www.ansi.org

New Approach Standardization in Europe

http://www.newapproach.org

ETSI Collaborative Portal
http://portal.etsi.org/Portal_Common/home.asp

The CEN Information Society Standardization System
http://www.cenorm.be/cenorm/workarea/sectorfora/isss(ict)/index.asp
European Commission, Enterprise, Single Market, NANDO INFORMATION SYSTEM
http://ec.europa.eu/enterprise/newapproach/nando/
Government-to-Government Mutual Recognition Agreement Information
http://ts.nist.gov/standards/conformity/mra/mra.cfm

European Cooperation for Accreditation
http://www.european-accreditation.org

New Approach Standardization in the Internal Market
http:/www.newapproach.org/Directives/DirectiveList.asp

European Commission, Enterprise, Technical Regulations Information Systems
http://ec.europa.eu/enterprise/tris/index_en.htm

Return to table of contents
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Agricultural Machinery and Equipment

Overview Return to top

U.S. manufacturers and exporters of agricultural equipment have good prospects in
Romania, in both the short and long term. However, there are several structural issues
that affect demand for this equipment.

Romania's highly fragmented agricultural land ownership prevents the accumulation of
income and profits on a scale that enables the investments necessary to increase
productivity.

Arable land per holding
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While Romania has an abundance of rich soil, the predominance of subsistence farms
means that the country has the lowest amount of arable land per holding. BCR Research
reports that the top 50 agricultural producers account for only 4.5% of the arable land, or
430,000 hectares (1.06 million acres).

Some small commercial farms are realizing that their mutual self interest can be
advanced through voluntarily forming associations or co-ops in order to aggregate
production and marketing. However, the memory of enforced collectives and rampant
cheating by co-ops in the communist days still presents an obstacle for many.

This imbalance means that a relatively few large farms coexist with many small ones,
and this fact influences the competitiveness of Romanian agriculture as shown in the
next chart by the Ministry of Agriculture and Rural Development.
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U.S. manufacturers of agricultural equipment and machinery will find strong demand in
the Romanian market, but a limited, if growing, number of buyers. As the chart above
shows, farms with more than 100 hectares or 250 acres make up a very small proportion
of Romania’s farms. However, this relatively small group of commercial farmers (at the
far right of the chart) are investing in order to increase productivity, and have become
more adept at using the various financing programs of the EU and U.S. EXIM Bank’s
financing, insurance and guarantee tools.

Productivity gains in agriculture have been erratic. To be economically viable in
Romania, a farm must be considerably larger than in many European countries. A
representative of an Austrian trading company active in Romania's farm machinery and
equipment market noted that in Austria, a 40-acre farm is viable and has a tractor;
whereas in Romania, a 250-acre farm is at the lower end of the commercially viable
scale. This observation does not describe poor quality soils, but lagging productivity of
the land due to a lack of modern farming equipment, technologies and practices.

Discounted land prices, good quality soil, low labor costs, and the potential for large
productivity gains through the application of more intensive methods form an interesting
opportunity for well-capitalized foreign investors.

U.S. Agricultural Machinery and Equipment Supply on the Romanian Market

Romania’s EU membership has given it access to European equipment free of import
duties. Under communism, Romania had several state-owned companies that
manufactured tractors and farm implements. Some were privatized more or less
successfully, but most have not survived exposure to EU competition. In comparison to
other markets, this lack of local competition leaves an open flank for U.S. suppliers of
tractors and harvesting equipment, especially those companies that are already present
in the Romanian market and have spare parts and service centers. Examples of these
include AGCO, Titan Machinery, CNH, and John Deere.



Romania’s principal crops -- corn, wheat, and sunflowers -- account for about 15 million
acres of farmland. In addition, the country's fertile soils and varied topography support
forestry, pasture and rangeland, orchards, vegetables, and vineyards. These offer
opportunities for silos, irrigation equipment, greenhouses, and agricultural inputs such as
fertilizers and feed supplements.

The Romanian demand for grain storage silos is higher year by year as a result of the
persistent lack of adequate storage, and recent strong harvests due to favorable
conditions and marginal increases in productivity.

In its communist period, Romania had a large, national network of irrigation canals.
However, this infrastructure has long since fallen victim to neglect, pilferage, and
deterioration. AlImost none of the network has been modernized, a small amount of it is
in use, and dramatically changed patterns of land ownership make some portions
irrelevant. However, demand for irrigation remains large and a key to enhanced land
productivity.

At least two U.S. suppliers of irrigation systems are active in the market. Valmont sells
through a local, authorized dealer, and in 2011 the Toro Company began construction of
a factory in Romania to manufacture micro-irrigation systems. Toro expects production
from its Romanian plant to serve the Central and East European region. Many of the
applications for Toro’s equipment, including vineyards, fruit orchards, and vegetable
growing are prevalent across the region and poised for growth in Romania.

The livestock equipment market has also seen U.S. investment from companies Hog
Slat and Smithfield. These two companies’ efforts in Romania are concentrated in swine
industry. Smithfield Ferme, a wholly-owned subsidiary of Smithfield Foods, has operated
integrated pig production in Romania since 2004.

Sub-Sector Best Prospects Return to top

CS Romania believes that agricultural machinery including tractors and harvesting
equipment such as combines have excellent prospects for growth. There are additional
opportunities in silos, grain handling equipment, agricultural inputs such as fertilizers,
and livestock equipment for poultry, swine and cattle.

American companies specialized in equipment and systems for viticulture (vineyards)
are nearly absent from the market, but have a good opportunity if they move quickly.
The year 2012 and 2013 will see a new round of investment and expansion by
Romania’s wine industry. Romania’s vegetable production is