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Abstract 

 

Subsidies are a complex economic and political concept, representing non-repayable financial aid granted by the state or 
other public authorities to specific economic sectors or activities, in exchange for compliance with certain conditions. 
[4] In the work of economist Paul Bran, this support aims to support economic development, stimulate certain branches 
of the economy or protect vulnerable groups from negative market effects. Typically, subsidies can take various forms: 
direct subsidies, in the form of cash payments or financial aid, or indirect ones, such as tax exemptions, research grants 
or preferential access to certain resources. According to interventionist theory, subsidies are essential to remedy market 
defects, especially in sensitive sectors, such as agriculture or industries that have a strategic role in the national 
economy. Subsidies are a necessary tool to protect and support economic sectors that are affected by unfavorable 
market conditions, as well as price fluctuations or climate risks - the author emphasized this. In agriculture, for 
example, subsidies can offset losses caused by seasonal variations or lack of adequate infrastructure, allowing producers 
to continue operating (Legea nr. 71/2023). Such aid, applied over several stages, has a multiplier effect that generates 
demand for related goods and services and, at the same time, supports the overall economic recovery.  
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Introduction. Agriculture is a strategic sector 

of the economy of the Republic of Moldova, with a 

significant share in the gross domestic product and 
constituting the main source of income for a large 

part of the rural population. In this regard, 

agricultural subsidies are asserting themselves as a 
key instrument of public policies, aimed at 

stimulating investments, technological 

modernization and competitiveness of local 

farmers. Free markets should be left to operate 
without government intervention, and economic 

actors should be responsible for their own success 

or failure in the market. In this view, subsidies can 
create dependency on government support and 

perpetuate economic inefficiencies in the long run 

(Milton Friedman, 1962). 
Other economists, such as Arthur Cecil 

Pigou, argue that the institution is capable of 

subsidizing such investments that impose net 

economic losses on the activities of producing 
goods with larger social externalities, such as 

education or public health care (John Maynard 

Keynes, Paul Samuelson, 1936)   integrated 

Keynesian ideas into his theory of the "neoclassical 

synthesis", arguing that government intervention 

through subsidies may be necessary to achieve and 
maintain full employment and to correct market 

failures, such as the lack of public goods or the 

effects of externalities (John Maynard Keynes, 
Paul Samuelson 1936) continued Keynesian ideas 

and promoted the use of subsidies in the context of 

counteracting the negative effects of economic 

fluctuations, emphasizing the importance of equity 
in the distribution of resources and income. These 

works and concepts show that subsidies are seen as 

an important tool in modern economic policies, 
both to stimulate demand and to correct market 

failures (Paul Samuelson, 1948). 

The modern approach to subsidies is seen 
more in the legislative framework. Subsidies are 

addressed differently depending on the legislation 

of each country, but most regulations follow the 

principles established by the Agreement on 
Subsidies and Countervailing Measures of the 

World Trade Organization (WTO) (Milton 

Friedman, 1962). 


