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Florina Tanase

Clementina Ivan-Ungureanu

1. In the System of National Accounts 1993, subsidies are defined as unrequited payments that
government units make to enterprises on the basis of indicators measuring their production, sales or import
and export activities. It is particularly important to define the concept of subsidies correctly, as well as the
different categories of subsidies -- subsidies on products and subsidies on production -- in order to solve
the practical problems involved in preparing national accounts, identifying economic flows and transposing
them into the transactions specific to national accounting.

2. For this reason, Romanian statistics have strongly emphasised the problem of identifying the
various types of subsidies found in the economy and of determining how they they should be treated and
included in the accounts, given that in practice production is valued in basic prices, which means that
subsidies on products are included while taxes on products are excluded.

3. The following national accounts have been prepared thus far, in varying stages of completion:
definitive non-financial accounts for the period 1989-1992, semi-definitive accounts for 1993 and
preliminary accounts for GDP for 1994, using the methodological principles of the European System of
Integrated Economic Accounts (ESA) (second edition, 1979). The trend of the volume of subsidies during
these years, which was closely linked to the government measures stemming from economic reform
programmes, shows that subsidies represented 11.7 per cent of GDP in 1990, 7.8 per cent in 1991, climbing
to 12.6 per cent in 1992 and then dropping to 6.2 per cent in 1993.

4. The national budget is the main source of the data used to identify subsidies for national
accounting purposes. However, these data sources are continually being improved as budgetary methods
and classifications more appropriate to the constantly changing needs of the economy are adopted, as
legislation on budget revenues and expenditures is modified and extrabudgetary funds are established, which
has meant that the problems of identifying subsidies differ from one year to the next. This has made it
necessary to analyse the categories of subsidies each year in the light of the economic policies adopted
during this transition period, which have aimed either at supporting important sectors of the economy or
at making the transition less difficult for the population.

5. In preparing the Romanian national accounts, some categories of government subsidies on
products granted to market sectors were identified. These subsidies were taken into account in calculating
production in basic prices, and were therefore implicitly included in the gross value added, from which they
were then subtracted when calculating the Gross Domestic Product, according to the well-known practice.
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6. Although in 1989 only the amounts granted to cover differences in the production and the delivery
prices of copper, lead and zinc were considered to be subsidies on products, during the following year the
scope of subsidies was broadened as funds were allocated for the following purposes:

-- to stimulate agricultural production;

-- to cover differences in the price of work done to improve real estate;

-- to cover differences in the price of various products supplied to the population (fuel, electric
and thermal power, water).

7. Subsidies on products in 1991 and 1992 reflected the government’s policy of lessening the impact
of the decontrol of prices on the population’s standard of living. For this reason subsidies were granted
for a range of widely used essential goods such as heating fuel, electric and thermal power, gas, rent, bread,
milk, sugar, pharmaceutical products, children’s clothing, etc., while still maintaining price subsidies for
lead, copper and zinc.

8. In 1993, there was a change in the policy of granting subsidies on products, which were cut back
at the beginning of May, as well a change in the nomenclature of the products and services receiving price
subsidies. However, this initiative was accompanied by compensatory measures for the population, by the
indexation of wages and pensions and by the payment of fixed amounts to the population to compensate
for higher prices. Furthermore, the government granted subsidies to farmers to stimulate production and
made contractual commitments to buy agricultural products.

9. The category of "Other subsidies" comprises the amounts paid by the government to compensate
economic agents for their losses.

During all these years, these subsidies were paid to units in certain industries such as mining,
energy, metal industries and chemicals, based on their performance at a time when the national economy
was undergoing restructuring.

In 1989, 1990 and 1991, some subsidies were granted to cover the loss of foreign trade. Because
of the method used to analyse export activity during this period, and because of the flows between
transactors as exporters and the government and the accounting method used to record enterprises’ export
performance, the amounts paid to transactors who suffered losses were considered to be other subsidies
rather than subsidies on products.

10. The amounts borne by the government during the period 1991-1993 to import certain products
such as fodder, chemical fertilisers, insecticides, pesticides and veterinary medicinal products were treated
as import subsidies.

11. The grouping of subsidies into categories was based on the data sources of the Ministry of
Finance, in compliance with each year’s legislation. It should be noted that some of the amounts paid as
subsidies out of the State budget were classified, according to the methodological principles of the SNA,
as other kinds of transactions, such as:

-- current transfers within general government (amounts granted to non-market production units);
-- miscellaneous transfers (the difference between the real cost of transport and the price paid

by the population);
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-- social benefits (price subsidies for the transport of pupils, students, pensioners and war
veterans).

12. The various subsidies were broken down by industry and institutional sector and integrated into
the two summary tables (the input-output table and table for the total economy) based on the destination
of the subsidies and their recipients. Data provided by economic agents, i.e. their balance sheets, were also
used.

13. Given that the Romanian national accounts will be constructed using the methodology of the
revised system (SNA 1993) in the near future, it will suffice to reconcile the types of subsidies on products
with the other subsidies on production. The experience gained thus far, as well as the sources of data
available, will make it possible to change over to the new system’s subsidy categories without major
difficulties.

14. Nevertheless, the problem of identifying subsidies and integrating them into summary tables by
institutional sector and by industry must remain a high priority during this transitional period in which there
are frequent legislative changes in the structure and breakdown of budget revenues. This will necessitate
continuous updating of the system used to convert the indicators derived from the main sources of
government data to SNA-type transactions, in which categories of subsidies must be correlated with their
destination.
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