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m Foreword

Quantitative models are important tools for analysing the impact of agricultural policies. One
of the modelling approaches used to analyse the impact of the Common Agricultural Policy is
AGMEMOD (AGricultural MEmber states MODelling), an econometric, dynamic, partial
equilibrium, multi-country, multi-market model. AGMEMOD models provide extensive
details of the agricultural sector in individual EU Member States including the new members
Bulgaria and Romania, and the EU as a whole.

A study was carried out from November 2005 until June 2007 by the AGMEMOD
Partnership under the management of the Agricultural Economics Research Institute (LEI, the
Netherlands), in cooperation with the European Commission's Joint Research Centre -
Institute for Prospective Technological Studies (JRC-IPTS). The aim was to generate
projections for the main agricultural commodity markets for each year from 2005 until 2015.

Detailed documentation on the AGMEMOD modelling approach, along with the outcome of
the study, is published in five reports in the JRC-IPTS Scientific and Technical Report Series
(Box 1) under the heading "Impact analysis of CAP reform on the main agricultural
commodities".

Box 1 Impact analysis of CAP reform on the main agricultural commodities

Report | AGMEMOD - Summary Report

This report presents the projections of agricultural commodity markets under the baseline, further CAP reform,
enlargement scenarios and exchange rate change sensitivity analyses for the aggregates EU-10, EU-15, EU-25
and EU-27. It summarises the characteristics of the modelling tool used, focusing in particular on the features
implemented in this study, and addresses issues that need further attention. (http://www .jrc.es/publications)

Report 11 AGMEMOD - Member States Results

This report outlines the results of the baseline projections of agricultural commodity markets, further CAP
reform scenario impact analyses and exchange rate change sensitivity analyses for individual EU-27 Member
States except Malta and Cyprus. For Bulgaria and Romania enlargement and non-enlargement scenarios are
analysed. (http://www.jrc.es/publications)

Report 1 AGMEMOD - Model Description
This report describes the modelling techniques used by the AGMEMOD Partnership, with the emphasis on new
commodities modelled and policy modelling approaches. (http://www.jrc.es/publications)

Report IV AGMEMOD - GSE Interface Manual
The Manual gives an overview of the GAMS Simulation Environment (GSE) interface and its application with
the AGMEMOD model. (http://www jrc.es/publications)

Report V Commodity Modelling in an Enlarged Europe — November 2006 Workshop Proceedings
These proceedings consist of presentations and conclusions of a workshop held in November 2006. The
presentation of outcomes of the other models such as FAPRI, ESIM, AGLINK and CAPSIM are included in
addition to the AGMEMOD approach. (http://www.jrc.es/publications)

We acknowledge the work undertaken by country teams of the AGMEMOD Partnership and
by Myrna van Leeuwen, LEI, the Netherlands, the project co-ordinator.




m Executive Summary

This report presents the AGMEMOD (AGricultural MEmber states MODelling) country
reports of the study "Impact Analysis of CAP Reform on the Main Agricultural
Commodities" providing projections for each year from 2005 until 2015 for individual EU-27
Member States except Malta and Cyprus. The study was carried out by the AGMEMOD
Partnership under the management of the Agricultural Economics Research Institute (LEI, the
Netherlands), in cooperation with the European Commission's Joint Research Centre -
Institute for Prospective Technological Studies (JRC-IPTS).

AGMEMOD is an econometric, dynamic, partial equilibrium, multi-country, multi-market
model. The AGMEMOD models provide extensive details of the agricultural sector in
individual EU Member States and the EU as a whole.

The objectives of the study were threefold:

1) To provide market projections for the main European agricultural commodities based
on the latest agricultural and trade policy developments and information available;

ii)) To assess the impacts of selected scenarios on the main European agricultural
commodity markets. In particular, these scenarios concern the introduction of
decoupling and new direct payment schemes as well as the enlargement of the EU in
2007,

ii1) To apply and improve an agricultural sector model for the enlarged EU, implemented
in standard computer software (GAMS and MS Excel), and to make a preliminary
version operational and available for the European Commission.

Projections and simulations have been generated for individual EU Member States and the
EU at different aggregation levels (EU-10, EU-15, EU-25, EU-27), providing results on
supply, demand, trade and prices for the main agricultural commodities (cereals, oilseeds,
livestock products and dairy products).

Impact of the following scenarios was analysed:

e The Baseline scenario for the EU-15 and Slovenia models reflects the 2003 CAP
reform, which covers the additional milk quotas, a cut in intervention prices and
national implementation of the Single Farm Payment Scheme. For the EU-10
implementation of the SAPS until 2008 followed by introduction of the Single Farm
Payment Scheme from 2009 onwards are assumed. Complementary national direct
payments remain in force in the EU-10 until 2013;

e The Further CAP Reform scenario, in which all direct payments are decoupled and
the rates of compulsory modulation are doubled to 10%, both from 2007 onwards;

e The Enlargement scenario, which examines the consequences of accession to the EU
of Bulgaria and Romania.

The AGMEMOD modelling system applied in this study has been econometrically estimated
at individual Member State level. The country models contain the behavioural responses of
economic agents to changes in prices, policy instruments and other exogenous variables of
agricultural markets. Commodity prices adjust so as to clear all markets considered. For each
commodity modelled and in each country, the system generates the main domestic market
variables such as production, food and feed demand, prices, trade and stocks. Agricultural
income is calculated at sector level. As all policy-relevant agricultural markets are covered,



the econometrically modelled country-specific agricultural markets also provide a sound
basis for an analysis of the impacts of policy changes.

To ensure that the projections of the modelling system are consistent from an economic and
policy perspective, projections have been validated by standard econometric methods and
through consultation with national experts. In addition, the study analysed the impact of three
alternative paths of US dollar versus euro exchange rate changes in a form of a sensitivity
analysis. The obtained projections largely accord with the a priori expectations. A decline
(increase in the value of the €/US dollar exchange rate compared with the baseline
assumptions leads to higher (lower) internal EU market prices and consequent adjustments to
production, domestic use, imports and exports.

Although results differ across countries, the key findings of this study regarding the
aggregated EU25 baseline projection analyses are as follows:

e Despite the decoupling measures of the 2003 CAP reform (also referred to as the
Luxembourg Agreement), the EU production in several sectors (wheat, maize) will
grow over the period 2005-2015.

e Higher dynamics can be found in the oilseed sector with demand propelling the
markets.

o The decoupled payments will induce a further decline in beef and lamb production.

e Pig meat and poultry production are largely unaffected by decoupling.

e The dairy sector is expected to be negatively affected by declining prices, which occur
largely as a consequence of the reductions in intervention prices for dairy products,
but quotas will still be fulfilled.

e A shift away from butter and skimmed milk powder production can be expected and
at the same time growth in the production of cheese is projected.

The key findings of this study regarding the scenario projection analyses are as follows:

e The Further CAP Reform scenario projections tie in with a priori expectations, in that
the impact of policy measures assumed in this scenario is very limited due to the fact
that many Member States had already chosen to largely decouple direct payments
under their implementation of the Luxembourg Agreement at national level.

e The 2007 Enlargement of the EU with the accession of Romania and Bulgaria is not
expected to dramatically change the situation of most key EU agricultural markets.
There are increases projected for the production of EU sunflower oil, soft wheat and
maize, but accession is projected to have less of an impact on livestock and meat
markets.

Although the agricultural markets of the individual countries have differing levels of
development and the country models are being further developed, the projections provide
useful information about general trends of individual Member State agricultural markets.
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1 Introduction

In the context of the ongoing Common Agricultural Policy (CAP) reform(s) and EU
accession of new Member States in 2004 and 2007 with a significant agricultural sector,
quantitative analysis is crucial for policy-makers. Agricultural models are important tools for
assessing the impact of policies and economic parameters on market variables and sector
income.

AGMEMOD (AGricultural MEmber states MODelling) an econometric, dynamic, partial
equilibrium, multi-country, multi-market model is characterised by its bottom-up approach
and is one of the agricultural sector models focusing on the European Union. The
AGMEMOD Partnership consists of 22 research teams, representing most of the EU Member
States.

As a part of a comprehensive study the AGMEMOD modelling team in cooperation with the
European Commission's JRC-IPTS has improved the model and carried out projections for
the main European agricultural commodity markets for each year from 2005 until 2015 and
assessed the impacts of policies selected scenarios.

The study provided projections and simulations for:

e The individual EU Member States: Austria, Belgium (including Luxembourg), the
Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary,
Ireland, Italy, Latvia, Lithuania, the Netherlands, Poland, Portugal, the Slovak
Republic, Slovenia, Spain, Sweden, the United Kingdom;

e The recently acceded countries Bulgaria and Romania;

e The EU-15 as a whole (15 Member States before 2004 Enlargement);

e The EU-10 as a whole (8 Member States of 2004 Enlargement, Malta and Cyprus not
included);

e The EU-25 as a whole (Malta and Cyprus not included);

e The EU-27 as a whole (Malta and Cyprus not included).

Projections for supply, demand, trade and prices in all countries and at all levels were
provided for the following agricultural commodities:

e Soft wheat, durum wheat, barley, maize, rye, other grains;

e Rapeseed, sunflower seed, soybeans, vegetables oils and meals;

e Milk, butter, skimmed milk powder, cheese, whole milk powder;

e Beef and veal, pork, poultry, sheep and goats.

Impact of the following scenarios was analysed:

e The Baseline scenario for the EU-15 and Slovenia models reflects the 2003 CAP
reform, which covers the additional milk quotas, a cut in intervention prices and
national implementation of the Single Farm Payment Scheme. For the EU-10
implementation of the SAPS until 2008 followed by introduction of the Single Farm
Payment Scheme from 2009 onwards are assumed. Complementary national direct
payments remain in force in the EU-10 until 2013.

e The Further CAP Reform scenario, in which all direct payments are decoupled and
the rates of compulsory modulation are doubled to 10%, both from 2007 onwards;

e The Enlargement scenario, which examines the consequences of accession to the EU
of Bulgaria and Romania.



The AGMEMOD modelling system which has been improved and applied in this study
captures: (i) the dynamics of a large number of agricultural commodity markets and (ii) the
impact on these markets of a variety of applied policy instruments as implemented by each
EU Member State.

In this report projections for the following EU Member States are presented: Austria,
Belgium (including Luxembourg), the Czech Republic, Denmark, Estonia, Finland, France,
Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, the Netherlands, Poland,
Portugal, the Slovak Republic, Slovenia, Spain, Sweden, United Kingdom and recently
acceded countries Bulgaria and Romania.

The following chapters set out the projections of the baseline and the scenario analyses for
individual EU Member States and are similarly structured: i) the Baseline projections
followed by ii) the Further CAP Reform (FCR); and iii) Exchange Rate Change (ERC)
projections analyses. In the Bulgaria and Romania chapters the Baseline and Enlargement
scenarios projections are analysed. Projections are presented according to the "grains and
oilseed sectors", "livestock and dairy sectors" and "agricultural income".



Austria Country Level Results

2 Austria
Martin Kniepert, Universitat fur Bodenkultur Wien, Austria

2.1 Baseline

Table 2.1 shows the specific assumptions for Austria on the macroeconomic variables that
underlie the model’s baseline and scenario projections up to 2015.

Table 2.1: Assumptions on macroeconomic variables for Austria

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 8.0 8.2 8.2 8.3 8.3 8.3 8.3 8.4 8.4 8.4 8.4 8.5
GDP bil. Euro97 190 205 208 211 214 217 220 224 227 231 235 239
GDP per capita  Euro97/cap 23746 25007 25248 25542 25839 26127 26470 26796 27127 27462 27802 28146
Inflation 1997=1 111 1.19 121 1.23 1.25 1.27 1.29 1.32 1.34 1.36 1.38 141

Source: Statistik Austria, own calculations

The 2003 CAP reform changed the premiums that apply in the Austrian cereals, oilseeds,
livestock and dairy sub-sectors. From 2005, the year that the SFP was introduced in Austria,
only certain direct payments in the cattle sector remain partly coupled. Slaughter premiums
have been maintained as partially (40%) coupled payments, while suckler cow premiums
have been kept fully coupled to production. In addition, the Austrian suckler cow quota was
increased by 50,000 head to 300,000, with beef heifers eligible for this coupled payment.
Compensation payments in the dairy sector, introduced in 2004, will remain coupled to
production until 2007, and will then be decoupled completely and added to the SFP. Durum
wheat supplementary payments are the only direct payment in the arable sector that will
remain coupled to production. All other payments for agricultural commodities will be fully
decoupled and be paid independently of the use of land or animals.

It is assumed in the AGMEMOD model that the decoupled payments will have some supply-
inducing impacts on the Austrian agricultural sector. Relative to the fully coupled payments
that pertained under Agenda 2000, the supply-inducing impact of the decoupled SFP will
depend on the distribution effects of payments to other sectors in comparison with entitled
hectares and animals in the reference years (12% of subsidies in the reference period will
flow to non-subsidised land), on (compulsory) modulation effects (total modulation rate will
reach 25% of CAP subsidies in Austria in 2015) and on what has in the AGMEMOD
framework has been termed “shift rate” effects (see Report III - AGMEMOD - Model
description for a full discussion).

Table 2.2 shows the derived multipliers that reflect the assumed supply-inducing impact of
decoupled direct payments in the AGMEMOD model for the Austrian agricultural sector.
These multipliers, when multiplied by the value of the direct payments under Agenda 2000,
give the ‘synthetic’ premiums that influence the supply side of the Austrian AGMEMOD
model.

Table 2.3 presents the AGMEMOD Baseline projections for the Austrian agricultural sector.
In the following sub-sections the results for the grains and oilseeds, livestock and meat, and
dairy markets are discussed.

Grains and oilseed sectors

The decoupling of direct payments from production under the Baseline is projected to lead to
lower receipts from grain production; this is despite the fact that producer prices for grains
are projected to increase due to projected increases in EU and world market prices between
2005 and 2015. The Baseline projection for Austrian cereal prices provides for price
increases over the period 2005 to 2015 of between 1 and 5% — see Table 2.3 for full details.
Despite increasing prices, overall Austrian grain area is projected to decrease by
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approximately 1%. Within the cereals sector, wheat area is projected to increase by 1% and
maize by 12% between 2005 and 2015. Austrian barley area harvested, by contrast, is
projected to contract by 12% over the same period. Projected yield developments are, for all
grains, projected to largely follow their long term trends; the influence of projected price
changes is marginally positive. On average, yields are expected to increase by 18% across all
grains, with individual grains yield growth over the projection period ranging from 16 to
20%. Thus, despite the lower area harvested in the Austrian cereals sector as a result of the
decoupling of direct payments, total Austrian grain production is, between 2005 and 2015,
projected to increase by 18%. Growth in maize production accounts for the largest proportion
(60%) of this projected growth.

Table 2.2: Supply-inducing multipliers of Austrian agriculture in the Baseline
Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 0.86 0.83 080 078 076 074 072 071 0.69 0.67 0.65
Oilseeds index 1.00 0.86 0.83 080 078 076 074 072 071 0.69 0.67 0.65
Suckler cows index 1.00 0.86 0.81 076 072 0.69 065 062 059 0.56 0.53 0.50
Milk index 1.00 0.86 0.85 084 084 084 084 084 0.84 0.84 084 084
Maize index 1.00 0.86 0.83 08 078 076 074 072 071 0.69 0.67 0.65
Ewes index 1.00 0.86 0.81 076 072 069 065 062 059 0.56 0.53 0.50
Sheep index 1.00 0.86 0.81 076 072 069 065 062 059 0.56 0.53 0.50
Bulls index 1.00 0.86 0.81 076 072 069 065 062 0.59 0.56 0.53 0.50

Source: Own calculations

Over the period 2005 to 2015, domestic consumption of grain is projected to increase by 8%,
this despite rising prices and falling livestock numbers. Feed consumption of grains is
projected to decrease for all grains, with feed use of wheat declining by 15% and feed barley
use declining by 22% over the projection period. Maize feed use is expected to decline by a
lesser amount, with feed use of maize in Austria in 2015 2% lower than in 2005. This
projected development implies a shift towards feeding maize. Concerning food use, observed
consumption patterns are reinforced, with Austrian barley consumption declining. Maize and
wheat non-feed use is, over the projection period, expected to increase, with income and
trend effects dominating projected own price developments.

Under the Baseline, productivity-driven production increases in the Austrian cereals sector,
when combined with lower consumption increases and largely unchanged projections for
cereal imports, lead to projections of Austrian cereal exports growing strongly, with exports
in 2015 projected to be 44% higher than in 2005. The largest part of this growth is accounted
for by growth in maize exports.

With a value of €32 Mio in 2005 (at producer prices, i.e. excluding compensation payments),
the value of oilseeds production in Austria amounts to only 7% of the value of all Austrian
grain production. Nevertheless, when moves to encourage the production of rapeseed as an
energy crop are considered, it becomes rather more important for analytical purposes. The
current AGMEMOD model takes world prices of oilseeds as exogenously determined, and
while projections for oilseed prices are projected to increase in US dollar terms, the projected
development of prices in euro, given our assumptions about a strengthening euro, means that
oilseed prices in the EU and in Austria will decline. This projection runs contrary to some
expectations that the demand for oilseeds for use in the production of bio-energy will lead to
higher prices." Under the Baseline, oilseed prices are projected to decrease in euro terms,
with rapeseed declining by 7% and soybeans by 10%, and with sunflower seed prices

1 Incorporating bio-energy demand for oilseeds within the AGMEMOD model is a topic currently being pursued as part of
the 6™ Framework research project AGMEMOD 2020.
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constant over the projection period (2005 to 2015). Domestic use of oilseeds in Austria is
projected to increase by 3% in response to lower prices. Following the decoupling of arable
aid payments in 2005, total Austrian oilseed area is projected to decline by 10% over the
period 2005 to 2009 and to stabilise thereafter. Rapeseed, soybean and sunflower areas
harvested are all affected to more or less the same degree. Baseline oilseed yields are
projected to follow long-term trends. Productivity increases (i.e. yield increases) largely
counterbalance the impact of reductions in oilseed area harvested; of the oilseed crops,
soybean production shows the strongest increase, with production up by 3% over the period
2005 to 2015. On the demand side, demand for soybeans is projected to grow strongly (up
63%), with growth in the domestic use of rapeseed (up 4%) offsetting the projected decline in
the domestic use of sunflower seeds in Austria (-5%). Foreign trade and stocks are more or
less constant over the projection period, with the notable exception that self-sufficiency in
soybean is expected to decrease as growth in demand outstrips growth in indigenous
production.

Livestock and dairy sectors

Under the Baseline, the size of the Austrian suckler cow herd is largely stable over the
projection period (2005 to 2015): following a slight increase in the wake of the CAP reform
in 2005 (which saw an increase in the Austrian suckler cow quota), beef cow ending stocks
are expected to decline, so that by the end of the projection period the ending stocks will be
more or less unchanged from the levels observed in 2005. This suggests that retaining the link
between production and receipt of the suckler cow premium payments will fulfil its purpose
(i.e. to maintain suckler cow numbers), but that the quota increase in Austria would, by 2015,
not be fully used. The number of dairy cows is expected to continue largely its long-term
downward trend (due to increased milk production per cow); milk price decreases, and the
decoupling of the compensation payments in 2007 have an additionally depressing effect on
ending stocks of dairy cows. The total ending stock of Austrian dairy cows is expected to
decrease by 15% between 2005 and 2015 under the Baseline. Following these projected
Baseline developments in beef and dairy cow numbers, total Austrian production of cattle is
expected to decrease by 15%, while beef and veal production will decline by 8%. The lower
projected decline in beef and veal production is possible due to projected increases in the
average slaughter weight, with beef breeds likely to account for an increased share of the
Austrian cow herd. Domestic consumption of beef and veal is projected to continue declining
over the Baseline period (down 9%). The projected increase in the price of beef in Austria
(up 5%) will play its part in this development. Beef and veal self-sufficiency in Austria in
2005 being 129%, the projected decline in both production and consumption of beef in
Austria are not likely to change appreciably the degree of Austrian beef and veal self-
sufficiency. Imports and exports of beef are both projected to increase over the Baseline
period, reflecting an increased degree of market integration in central European meat
markets.

The 2003 CAP reform did not bear directly on pig or poultry producers, but is projected to
affect these markets via the markets for meat and supplies of grains and other feed
ingredients. Despite the projected changes noted above, Austrian pork production is projected
to be more or less stable (increasing by 0.5%) over the period 2005-2015. Projected declines
in livestock numbers (down 5%) are offset by projected increases in the slaughter weight of
pigs. After the rapid growth of pork consumption up to the mid-1980s, Austrian pork
production contracted for a couple of years, and began to stabilise over the last decade.
Consumption is now projected to increase again, with domestic use of pork in Austria
expected by 2015 to be 5% higher than in 2005. This projected increase in domestic use is
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driven by a projected 1.5% increase in per capita consumption and population growth of
3.3%. Over the projection period, Austrian self-sufficiency in pork is likely to decrease from
102% to 97%.

The fall in the poultry key market price (down 14%) will not be transmitted fully to the
Austrian market over the simulation period, with poultry prices projected to decline by 2%.
This price projection, when combined with changes in feed costs and substitution and trend
(productivity) effects, assumes a projected increase in poultry production (up 15%). In
contrast to the projected shift in Austrian pork and beef consumption, poultry consumption is
projected to increase strongly (up 18%), this being driven by changes in relative prices of
meats and by increasing population and per capita GDP levels.

The cuts in butter intervention prices (down 25% from 2004 prices) in the Baseline scenario
are reflected in the Austrian market prices of butter, down by 6%. This is expected to lead to
a 2% reduction in Austrian butter production. The price of skimmed milk powder is also
projected to decrease (down 8%), generating strong decline of production to zero in recent
years. This result presents a problem that will be resolved in the course of work currently in
progress as part of an FP6 contract. However, it is clear from recent data on Austrian dairy
commodity production that neither SMP nor WMP production is important in Austria. As the
price for cheese remains practically constant, increasing over the ten-year Baseline projection
period by 2%, there is no significant change in Austrian cheese production. On the other
hand, changing consumption patterns and a growing demand side in general lead to an
increase of cheese consumption, under the Baseline, of 17%. Milk deliveries are expected to
follow the given quota, with the stepwise increase in 2004-2006 (up 0.8%). Under the
Baseline, total domestic production of milk in Austria is projected to decline by 10% due to
the contraction in the use of milk as an animal feed.
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Table 2.3: Baseline results concerning main agricultural commodities, Austria

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 4040 4411 4487 4566 4648 4660 4807 4884 4963 5042 5121 5201

Domestic use 1,000 ton 3866 4219 4260 4307 4353 4386 4422 4469 4513 4549 4575 4604
Soft wheat

Production 1,000 ton 1200 1301 1317 1332 1352 1370 1385 1400 1416 1431 1447 1463

Domestic use 1,000 ton 918 966 970 967 971 977 982 986 990 993 997 999

Producer price euro/ton 104 99 98 100 102 101 101 101 102 102 103 103
Durum wheat

Production 1,000 ton 52 81 84 86 88 89 91 93 96 98 100 102

Domestic use 1,000 ton 72 85 87 89 91 93 94 96 98 100 102 104

Producer price euro/ton 142 140 140 142 142 141 141 142 142 142 143 143
Barley

Production 1,000 ton 1046 1040 1046 1055 1061 1067 1073 1079 1084 1089 1094 1099

Domestic use 1,000 ton 826 853 838 831 823 808 794 782 768 752 732 712

Producer price euro/ton 94 90 91 92 92 93 93 93 93 93 94 94
Maize

Production 1,000 ton 1742 1989 2040 2093 2148 2203 2257 2312 2367 2423 2480 2537

Domestic use 1,000 ton 2050 2400 2451 2509 2559 2600 2646 2701 2755 2803 2847 2892

Producer price euro/ton 107 102 102 102 103 103 103 103 103 103 103 103
Rye

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 (o] 0 0 0 0 0 0
Other grains

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Total oilseeds

Production 1,000 ton 207 261 243 239 235 238 240 241 242 243 244 244

Domestic use 1,000 ton 299 330 330 333 332 331 332 333 334 335 336 337
Rapeseed

Production 1,000 ton 101 132 122 120 118 120 121 122 123 123 124 124

Domestic use 1,000 ton 182 207 206 205 204 205 205 206 206 207 208 208

Producer price euro/ton 127 174 171 170 168 168 167 167 166 164 163 161
Sunflower

Production 1,000 ton 68 75 71 72 72 72 72 71 71 71 71 70

Domestic use 1,000 ton 79 87 84 85 85 85 85 85 85 85 85 85

Producer price euro/ton 169 179 184 183 184 185 185 185 184 183 182 180
Soybeans

Production 1,000 ton 38 54 49 47 45 46 47 48 48 49 49 49

Domestic use 1,000 ton 37 35 40 42 42 42 42 42 43 43 44 44

Producer price euro/ton 206 227 206 191 197 202 203 203 206 206 205 204
Beef and veal

Production 1,000 ton 178 190 190 188 187 187 185 183 181 178 176 173

Domestic use 1,000 ton 153 147 146 144 143 142 141 139 138 136 135 134

Producer price euro/100 kg 308 293 290 300 303 298 295 294 295 297 300 304
Pig meat

Production 1,000 ton 469 487 487 490 490 488 487 488 489 488 486 485

Domestic use 1,000 ton 462 475 477 482 484 484 485 488 490 493 495 498

Producer price euro/100 kg 146 135 131 131 136 138 140 139 137 140 143 146
Poultry meat

Production 1,000 ton 109 119 121 122 124 126 128 130 132 133 135 137

Domestic use 1,000 ton 140 153 156 159 161 164 167 170 173 176 178 181

Producer price euro/100 kg 194 193 193 192 192 192 192 192 191 191 191 191
Sheep meat

Production 1,000 ton 7 8 8 8 8 8 8 8 8 8 8 8

Domestic use 1,000 ton 11 12 12 12 13 13 13 14 14 15 15 16

Producer price euro/100 kg 197 205 206 208 210 212 213 214 215 216 218 219
Fluid milk

Production-quota 1,000 ton 2544 2554 2564 2574 2574 2574 2574 2574 2574 2574 2574 2574

Domestic use 1,000 ton 742 726 724 722 719 718 716 715 714 713 685 657

Whole sale price euro/100 kg 30 28 27 27 27 27 27 27 27 27 27 27
Butter

Production 1,000 ton 37 33 32 32 32 32 32 32 32 32 32 32

Domestic use 1,000 ton 40 40 40 40 40 39 39 39 39 39 39 39

Whole sale price euro/100kg 311 289 274 269 271 269 269 269 270 270 271 272
SMP

Production 1,000 ton 16 3 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 1 3 4 4 4 4 4 5 5 5 5 5

Whole sale price euro/100kg 253 200 187 182 185 184 183 183 183 184 184 185
WMP

Production 1,000 ton 3 2 2 3 3 2 1 0 0 o] 0 0

Domestic use 1,000 ton 2 3 3 3 3 3 3 3 3 3 3 3

Whole sale price euro/100kg 282 275 268 278 287 283 280 281 283 285 287 289
Cheese

Production 1,000 ton 142 148 149 149 149 149 149 149 149 149 148 148

Domestic use 1,000 ton 148 163 165 169 172 174 177 180 183 186 188 191

Whole sale price euro/100kg 112 111 111 110 110 111 112 112 112 112 113 113

Source: Austrian AGMEMOD Model (2006)
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Agricultural income

Although the AGMEMOD country models cover a restricted set of agricultural commodities
and only include feedstuffs in terms of modelled input variables, it is possible to approximate
the development of gross agricultural sector income. This is based on the development of
agricultural output value, subsidies (direct payments and SFP) made to Austrian producers,
and the commodities and feeding costs under consideration, respectively. Table 2.4 presents
the Baseline projections for Austrian agricultural sector income, with data presented as
indices, with base year 2000.

Table 2.4: Agricultural output, subsidies, feed cost and gross income in Austrial

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 0.99 0.98 0.99 1.01 1.01 1.01 1.01 1.01 1.02 1.03 1.04
Subsidies/SFP 2000=1 1.00 1.00 0.98 0.96 1.13 1.10 1.08 1.06 1.04 1.02 1.00 0.98
Feeding costs 2000=1 1.00 0.91 0.89 0.90 0.90 0.87 0.86 0.85 0.83 0.82 0.81 0.79
Gross agric. income 2000=1 1.00 1.02 1.00 1.01 1.07 1.07 1.08 1.07 1.07 1.08 1.09 1.10

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Austrian AGMEMOD Model (2006)

The share of subsidies/SFP in the agricultural output value under consideration will increase
from 12% in 2000 to 15% in 2015. This is entirely due to the introduction of milk
compensation payments in 2004, whereas subsidies for crops and livestock products will
contract in part, due to the modulation of decoupled direct payments and due to some
contraction in animal activities that remain coupled to production. From 2005 to 2015, under
the Baseline, Austrian agricultural output value increases by 5%. Feeding costs are projected
to decline due to decreasing stocks of animals and falling prices for oilseed meal. Overall,
under the Baseline, Austrian gross agricultural income is projected to increase — ceteris
paribus - by almost 8% in the study period.

2.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU Member States
(MS). SPS payments in EU15 MS were, above certain amounts, also subject to modulation.
The ‘Further CAP reform’ scenario, described in Report III -AGMEMOD - Model
description, involves effectively standardising the MS' currently nationally differentiated
CAP implementation plans by imposing full decoupling from 2007, while the rates of
compulsory modulation associated with the current SPS are increased to 10% from 2007
onwards.

Austria chose in 2004 to decouple from production almost all direct payments previously
made to farmers, except for the slaughter and suckler cow premiums (see above). Austria
introduced an SPS based strictly on historical entitlements (average of payments 2002-2004).
Austrian farmers receiving single farm payments (SFP) in excess of €5,000 were, like other
farmers in EU15 MS, subject to modulation, with rates reaching a maximum of 5% in 2007.

The further CAP reform scenario, involving the “full” decoupling of all CAP direct payments
and increased rates of modulation, would not, a priori, be expected to have a major impact on
the supply and use of agricultural commodities in Austria. On the one hand, many
commodities were already fully decoupled under the LA, so the move to full decoupling
would not significantly change the policy environment faced by many producers. Increasing
the rate of compulsory modulation by decreasing the value of the SFP would, however, be
expected to have some (negative) impact on the supply of agricultural commodities (this rate
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is increased from 5 to 10% for this scenario). In addition, the full decoupling of CAP
payments in all EU MS would be expected to alter the supply and use balance on some EU
agricultural commodity markets since many MS have chosen to only partially decouple some
direct payments. The altered supply and use balance at EU level would be expected to
involve the contraction of indigenous production of those agricultural commodities that are
still supported by coupled direct payments and to consequently have at least some positive
impact on EU market prices for agricultural commodities.

The further CAP reform scenario results presented in Table 2.6 below show the effects of
complete decoupling in Austria and other EU countries. In the scenario results for Austria,
the main impact of the reform would be in the cattle sector, where the suckler cow premium
and the slaughter premium had remained fully and partially coupled.

FCR Scenario Main Results

The impact of full decoupling on the Austrian agricultural commodity markets is reflected in
the development of prices which clear the sub-models of the Austrian agricultural commodity
markets. The implementation of full decoupling across all EU MS is projected to lead to
small increases in the supply-inducing prices that are used in the Austrian AGMEMOD sub-
model. Figure 2.1 presents the percentage changes from the Baseline level projections for the
prices of four key commodities in the Austrian AGMEMOD model (soft wheat, pork, poultry
and milk).

Figure 2.1:Austrian Prices: FCR Scenario % A from Baseline
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Source: Austrian AGMEMOD Model (2006)

Table 2.5 and Table 2.6 compare the Austrian AGMEMOD model’s projections under the
FCR scenario with the Baseline projections. The remainder of this section comments on these
results.

Grains and oilseed sectors

The impact of the FCR scenario on Austrian grain markets, compared to the Baseline
projections, are, as expected, quite modest. One important reason is that the AGMEMOD
crop commodities in this study (with the exception of durum wheat) were already fully
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decoupled in the Baseline, and hence the main effect of decoupling direct payments is
incorporated in the Baseline projections discussed above. Under the FCR scenario, EU grain
prices are projected to increase slightly due to the full decoupling of arable aid direct
payments in all EU MS. However, the impact on Austrian grain prices is negligible compared
to Baseline levels (see Figure 2.1).

An indirect effect of decoupling could be expected from livestock changes (see below) in that
less feed is required under full decoupling due to a smaller cattle herd. This effect is not
strong, but it shows up in Table 2.5. This indirect effect is opposite to the direct effect arising
from the arable sector itself. This might be one reason why differences between the scenarios
are somewhat limited with respect to price developments.

Livestock and dairy sectors

Under the Baseline discussed earlier, ending numbers of suckler cows in Austria were
projected to increase over the Baseline period by up 1% due to the suckler cow premium
remaining fully coupled to production, the increase in the suckler cow quota allocated to
Austria under the reform, and the partial decoupling of the slaughter premium. The
decoupling of direct payments in other EU MS under the Baseline is projected to lead to
increases in EU prices, and Austrian cattle producers benefit from the higher prices while
retaining their coupled support payments. The impact of the FCR scenario on the Austrian
livestock supply side, when compared to the Baseline projections, is as a consequence
different. Under the FCR scenario, production of beef is projected to decrease, although the
magnitude of the decreases in activity in the Austrian cattle sub-sector are modest. Compared
with the Baseline, the Austrian suckler cow ending stock in 2015 is projected to be only 1.1%
lower under the FCR scenario. Higher cattle prices and the assumed high incentive effects of
decoupled payments lead to rather similar results, when comparing the Baseline and further
reform scenarios. The influence of the FCR scenario on other animal production is projected
to be minor.

The reform of the dairy commodity market organisation is, under the Baseline, largely
unaffected by the reforms examined under the further CAP reform (FCR) scenario. The
increased rate of modulation of SFP is not projected to lead to any contraction in the total
volume of milk produced in Austria. Austrian milk production is projected to continue to fill
the quota. Changes in the rate of modulation are not expected to change the relative prices of
different dairy commodities and as a consequence any changes in the supply and use balance
in dairy commodity markets in Austria and the Austrian farm gate milk price, under the FCR
scenario, are negligible. Differences are shown for skimmed and whole milk powder, but as
these commodities are oscillating around zero, these projections should not be overstressed.

Agricultural income

It was expected that the somewhat higher agricultural commodity prices under the FCR
scenario and the modest increases in the levels of production in response to the projected
price would lead to an increase in Austrian agricultural income. On the other hand, the fall in
suckler cow production and higher modulation should have the opposite effect. Whereas
income was projected to increase under the Baseline by 8.4%, it is projected to decrease by
3.4% relative to this Baseline under the FCR scenario, due primarily to the increased rate of
modulation assumed (Table 2.5).
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Table 2.5: Agricultural output and income in Austria: Further CAP Reform (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% 0.1% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1%
Subsidies/SFP 22% -126% -13.4% -142% -15.0% -158% -16.7% -17.7% -18.6%
Feeding costs 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Gross agric. income 0.5% -2.9% -3.0% -3.1%  -3.3% -3.4% -3.5% -35% -3.6%

Source: Austrian AGMEMOD model (2006)

The large reduction in subsidies that is projected under the FCR scenario is due to the switch
of suckler cow payments from being fully coupled under the Baseline to being fully
decoupled under the FCR scenario. With decoupling, premiums will be lowered by
multipliers in order to estimate a 'synthetic' premium (in other words, to estimate the part of
the premium that will be on farmers' minds when they make their production decision). Thus,
part of the original suckler cow premium will go to land that was not subsidised in the
reference period, while another part will be used for regional purposes (modulation effect). In
comparison with the Baseline, this would mean an almost 40% reduction in the subsidies for
suckler cows in the FCR scenario. These subsidies contribute almost two thirds to the total
Austrian agricultural subsidies (only the commodities covered by this study have been
considered). Hence the total amount of subsidies is projected to decline by approximately
20%. Figure 2.2 shows the development of subsidies in the Baseline and FCR scenarios.

Figure 2.2: Austrian Subsidies in Baseline and FCR scenario (€ million)
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Table 2.6: Austria: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.01% 0.0% 0.0% -0.2% -0.3% -0.5% -0.6% -0.7% -0.9%
Soft wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% -0.1%  -0.3% -0.4% -0.6% -0.7% -0.9%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% -0.2% -0.5% -0.7% -1.0% -1.2% -1.4%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.2% 0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% -0.2%  -0.4% -0.6% -0.8% -1.0% -1.2%

Producer price 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.1% -0.1% -0.1% -0.1%  -0.1% -0.1% -0.1% -0.1% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3%

Domestic use 0.0% 0.0% 0.0% -0.2%  -0.4% -0.5% -0.7% -0.9% -1.2%

Producer price 0.0% 0.3% 0.2% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.2% 0.2% 0.2% 0.3%

Producer price 0.0% 0.0% 0.0% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.1% 0.1% 0.5% 0.8% 1.2% 1.5% 1.8% 2.1%

Producer price 0.0% 0.0% 0.0% 0.1% 0.2% 0.3% 0.3% 0.4% 0.4%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.3% 0.6% 0.8% 1.1% 1.3% 1.6%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 1.0% 1.0% 1.4% 4.4% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.3% 0.4% 0.5% 0.7% 0.8%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Austrian AGMEMOD Model (2006)
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2.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is US$ 1.24 per euro from 2007. In evaluating the impact of changes
in this key macroeconomic assumption three alternative paths of the US dollar versus the
euro were analysed. Two of these involve a depreciation of the US dollar versus the euro,
with the exchange rate moving to rates of 1.3 and 1.4 US dollar per euro in 2007. The third
projection is for the euro to depreciate versus the dollar to a parity exchange rate of US$ 1 per
euro.

Austria is not a key price country in the AGMEMOD model structure. Thus the importance
of the alternative exchange rate paths examined in this scenario lies in the impact the
different exchange rates have on the key commodity price projections generated by the
combined AGMEMOD model.

For a number of commodities, such as oilseeds and their associated meals and oils, the
AGMEMOD model does not endogenously model their prices. Supply-inducing prices for
European farmers are assumed to be world prices (in dollars) when converted into national
currency equivalents. For such products, any change in the exchange rate will have a direct
impact on the national currency prices and on the associated supplies of and demand for the
commodity in question. Given that Austria is not a significant producer of oilseeds or oilseed
products, changes in the euro US dollar exchange rate will for such products impact on the
demand in this country for these products.

ERC Scenario Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for Austria. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1.00
USS$), ERC-2 (€ = 1.30 US$) and ERC-3 (€ = 1.40 USS). Table 2.7 to Table 2.9 set out the
results of the scenarios relative to the Baseline projections in terms of percentage changes.

The impact of the three ERC scenarios when compared with one another and with the
Baseline projections indicate that the AGMEMOD model performs as one would have
expected. Key prices under the ECR-1 scenario, where the €/US dollar exchange rate is 1.0
from 2007, are characterised by increases. When compared with Baseline price projections
for Austria, prices under both the ERC-2 and ERC-3 scenarios, where the euro appreciates
against the dollar, decline as expected. The size of the increase in the key prices that are
endogenously determined within the AGMEMOD modelling system are in general smaller
than the percentage changes in prices that are determined exogenously to the AGMEMOD
model. For these prices the percentage change in the exchange rate from Baseline levels is
fully reflected in the euro prices for these commodities (oilseeds and oil seed meals and oils).

The impact of the changed exchange rate on commodity prices determined endogenously by
the AGMEMOD modelling system is moderated by the endogenous response of EU supply
and demand for agricultural commodities. Figure 2.3 illustrates the percentage change in four
Austrian prices under each of the three ERC scenarios. The commodity prices chosen for
Austria are soft wheat, pork, poultry and milk. These four commodity prices are all
endogenously determined in the AGMEMOD model.
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Figure 2.3: Austrian Commodity Prices: ERC Scenarios (% A from Baseline)
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When the projections for Austrian commodity markets under the ECR-1 scenario are
compared with the Baseline, market clearing prices are seen to be generally higher. These
higher prices are associated with small increases in production of most agricultural
commodities and somewhat reduced domestic use.

The two exchange rate change scenarios, labelled ECR-2 and ECR-3, involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007 under the ECR-2, the euro/US$ exchange rate is 1.3, while under
ERC-3 it is assumed to be 1.4 from 2007. As expected the projections for Austria under both
scenarios are characterised by similar changes in prices, quantities supplied and demanded.
As in the ECR-1 scenario, the impact of the exchange rate changes are most fully expressed
in the prices of commodities which are exogenous to the AGMEMOD model system. For the
majority of agricultural commodities in the AGMEMOD system, prices are determined
endogenously, together with all of the elements of supply and use balances. Under each of the
euro/US$ exchange rate scenarios, market prices are projected to be lower than under the
Baseline, with often concomitant reductions in the volume of domestic production and small
increases in domestic use. The magnitude of the impacts on prices and supply and use
balances is, as expected, greater under ERC-3 than ERC-2.

As noted above, summaries of the three ERC scenario projections are presented in Table 2.7
to Table 2.9.

Agricultural income

Total subsidy receipts are not really influenced by the exchange rate shocks analysed under
ERC Scenarios ERC-1, ERC-2 and ERC-3. The main effect of changing the exchange rate



Austria Country Level Results

assumption is on the value of Austrian gross agricultural income (ceteris paribus) that is
projected to result from projected changes in the value of Austrian agricultural output. Higher
prices and production levels in the ERC-1 scenario would lead to increased values of these
agricultural outputs, while the opposite is the case in the ERC-2 and ERC-3 scenarios (Figure
2.4).

Figure 2.4: Gross agriculture income in Exchange Rate Scenarios. (% A from Baseline)
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Table 2.7: Austria: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.1% 0.0% 0.1% 0.2% 0.2% 0.1% 0.1% 0.1%

Domestic use -0.1% 0.0% 0.1% 0.1% 0.0% -0.1% -0.1% -0.3% -0.6%
Soft wheat

Production 0.1% 0.3% 0.2% 0.4% 0.4% 0.4% 0.4% 0.3% 0.3%

Domestic use -0.6% -0.2% -0.5% -0.8% -0.9% -0.9% -1.0% -1.1% -1.2%

Producer price 2.5% 1.3% 2.6% 3.3% 3.4% 3.1% 2.8% 2.5% 2.2%
Durum wheat

Production 0.0% -0.2% -0.6% -0.6% -0.8% -1.0% -1.0% -0.9% -0.8%

Domestic use -0.1% 0.0% -0.1% -0.4% -0.6% -0.9% -1.1% -1.3% -1.5%

Producer price 1.0% 0.2% 0.8% 0.9% 0.8% 0.6% 0.5% 0.5% 0.4%
Barley

Production 0.0% -0.1% 0.1% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.0% 0.1% 0.4% 0.7% 0.8% 1.1% 1.3% 1.3% 1.2%

Producer price 0.7% 0.6% 1.0% 1.3% 1.5% 1.5% 1.4% 1.3% 1.2%
Maize

Production 0.0% 0.1% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.1% 0.1% 0.2% 0.2% 0.0% -0.1% -0.2% -0.5% -0.8%

Producer price 0.8% 0.7% 1.0% 1.3% 1.5% 1.4% 1.3% 1.2% 1.0%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.5% 0.0% -0.1% -0.1% 0.1% 0.2% 0.3% 0.3% 0.4%

Domestic use 0.2% 0.1% 0.3% 0.2% 0.0% -0.3% -0.5% -0.7% -1.0%

Producer price 3.2% 1.6% 2.9% 3.6% 3.6% 3.2% 2.8% 2.5% 2.2%
Pig meat

Production 0.0% 0.0% 0.2% 0.4% 0.4% 0.5% 0.7% 0.6% 0.5%

Domestic use 0.3% 0.1% 0.2% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4%

Producer price 4.0% 1.9% 3.8% 5.0% 4.8% 3.9% 3.4% 3.1% 2.8%
Poultry meat

Production -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Producer price 0.1% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2% 0.1% 0.1%
Sheep meat

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 2.1% 0.7% 1.7% 2.4% 2.6% 2.6% 2.7% 2.9% 3.0%

Producer price 0.3% 0.4% 0.3% 0.5% 0.6% 0.7% 0.6% 0.7% 0.7%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.4% 0.8% 1.5% 2.0% 2.1% 2.0% 1.9% 1.8% 1.6%
Butter

Production -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.0% 0.5% 1.0% 1.3% 1.3% 1.2% 1.1% 1.0% 0.9%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -2.7% -1.4% -2.6% -2.9% -2.6% -2.0% -1.5% -0.9% -0.4%

Whole sale price 2.2% 1.2% 2.3% 2.9% 3.0% 2.8% 2.6% 2.3% 2.1%
WMP

Production 22.4% 10.9% 37.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -6.5% -3.5% -6.2% -7.4% -7.3% -6.5% -5.7% -4.9% -4.1%

Whole sale price 3.7% 1.9% 3.7% 4.8% 4.8% 4.4% 3.9% 3.5% 3.0%
Cheese

Production -0.2% 0.0% -0.1% -0.1% 0.0% 0.1% 0.2% 0.2% 0.3%

Domestic use 0.0% -0.3% -0.4% -0.5% -0.6% -0.6% -0.5% -0.4% -0.3%

Whole sale price 0.0% 1.0% 1.3% 1.9% 2.7% 3.3% 3.6% 3.7% 3.7%

Source: Austrian AGMEMOD Model (2006)



Austria Country Level Results

Table 2.8: Austria ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.2% -0.2%

Domestic use 0.1% 0.1% -0.1% -0.6% -0.8% -0.8% -0.8% -0.9% -1.1%
Soft wheat

Production -0.1% -0.4% -0.5% -0.4% -0.3% -0.3% -0.3% -0.4% -0.4%

Domestic use 0.7% 0.9% 0.5% 0.2% 0.1% 0.0% -0.1% -0.2% -0.3%

Producer price -2.8% -4.0% -3.0% -2.4% -2.5% -2.8% -3.1% -3.4% -3.8%
Durum wheat

Production 0.0% 0.2% 0.9% 1.2% 1.0% 0.9% 0.9% 0.9% 1.0%

Domestic use 0.1% 0.1% 0.1% -0.1% -0.3% -0.6% -0.8% -1.0% -1.3%

Producer price -1.0% -1.2% -0.5% -0.3% -0.4% -0.6% -0.7% -0.8% -0.8%
Barley

Production 0.0% 0.1% 0.0% -0.1% -0.2% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% -0.2% -0.5% -1.0% -1.1% -0.8% -0.6% -0.5% -0.6%

Producer price -0.8% -1.4% -1.4% -1.2% -1.2% -1.3% -1.4% -1.6% -1.7%
Maize

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.1% -0.1% -0.3% -0.7% -1.0% -1.1% -1.1% -1.3% -1.6%

Producer price -0.8% -1.5% -1.4% -1.2% -1.1% -1.2% -1.3% -1.5% -1.6%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.6% 0.5% -0.1% -0.3% -0.3% -0.2% -0.2% -0.2% -0.2%

Domestic use -0.3% -0.4% -0.3% -0.4% -0.5% -0.7% -1.0% -1.3% -1.5%

Producer price -3.5% -4.9% -3.4% -2.6% -2.5% -2.8% -3.1% -3.5% -3.8%
Pig meat

Production 0.0% 0.0% -0.2% -0.7% -0.8% -0.5% -0.3% -0.3% -0.4%

Domestic use -0.3% -0.4% -0.2% -0.1% -0.1% -0.1% 0.0% 0.0% 0.0%

Producer price -4.3% -6.2% -4.4% -2.9% -2.7% -3.1% -3.8% -4.3% -4.7%
Poultry meat

Production 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.0% 0.0% 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Producer price -0.1% -0.2% -0.2% -0.2% -0.1% -0.2% -0.2% -0.2% -0.2%
Sheep meat

Production 0.0% 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1%

Domestic use -2.3% -2.8% -1.7% -0.9% -0.5% -0.3% -0.1% 0.0% 0.2%

Producer price -0.3% -0.7% -0.6% -0.4% -0.2% -0.1% -0.1% 0.0% 0.0%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.6% -2.4% -1.9% -1.6% -1.7% -1.9% -2.1% -2.3% -2.5%
Butter

Production 0.1% 0.2% 0.2% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.1% -1.6% -1.2% -1.0% -1.0% -1.1% -1.3% -1.4% -1.5%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 3.3% 4.6% 3.4% 2.9% 3.2% 3.7% 4.2% 4.6% 5.0%

Whole sale price -2.6% -3.7% -2.9% -2.3% -2.4% -2.7% -3.0% -3.2% -3.5%
WMP

Production -24.4% -38.1% -41.3% 58.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 7.1% 11.0% 7.3% 5.3% 5.2% 5.7% 6.2% 6.8% 7.2%

Whole sale price -4.1% -6.0% -4.3% -3.4% -3.4% -3.9% -4.3% -4.8% -5.2%
Cheese

Production 0.2% 0.3% 0.0% -0.1% -0.1% -0.1% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.4% 0.8% 1.1% 1.2% 1.4% 1.5% 1.7% 1.9%

Whole sale price 0.0% -1.1% -2.5% -3.0% -3.1% -3.2% -3.4% -3.7% -4.0%

Source: Austrian AGMEMOD Model (2006)
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Table 2.9: Austria: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.1% -0.2% 0.0% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.2% 0.1% -0.2% -0.7% -1.0% -1.0% -1.0% -1.1% -1.3%
Soft wheat

Production -0.1% -0.6% -0.7% -0.5% -0.5% -0.5% -0.5% -0.6% -0.6%

Domestic use 1.0% 1.2% 0.7% 0.4% 0.3% 0.2% 0.2% 0.1% -0.1%

Producer price -4.0% -5.3% -4.3% -3.8% -3.9% -4.2% -4.5% -4.9% -5.2%
Durum wheat

Production 0.1% 0.3% 1.2% 1.6% 1.5% 1.4% 1.3% 1.4% 1.4%

Domestic use 0.1% 0.2% 0.2% 0.0% -0.3% -0.5% -0.7% -1.0% -1.2%

Producer price -1.5% -1.5% -0.8% -0.6% -0.7% -0.9% -1.0% -1.0% -1.1%
Barley

Production 0.0% 0.1% 0.0% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.0% -0.2% -0.7% -1.4% -1.6% -1.3% -1.0% -0.9% -1.0%

Producer price -1.1% -1.9% -2.0% -1.9% -1.8% -1.9% -2.1% -2.3% -2.5%
Maize

Production 0.0% -0.1% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.1% -0.2% -0.4% -1.0% -1.3% -1.3% -1.4% -1.5% -1.8%

Producer price -1.2% -2.1% -2.0% -1.8% -1.7% -1.8% -2.0% -2.1% -2.3%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.8% 0.6% -0.1% -0.4% -0.4% -0.4% -0.4% -0.4% -0.4%

Domestic use -0.4% -0.5% -0.4% -0.5% -0.6% -0.8% -1.1% -1.4% -1.6%

Producer price -5.1% -6.5% -5.0% -4.1% -4.0% -4.2% -4.5% -4.9% -5.3%
Pig meat

Production 0.1% 0.1% -0.3% -0.9% -1.0% -0.8% -0.6% -0.5% -0.6%

Domestic use -0.4% -0.5% -0.4% -0.2% -0.2% -0.2% -0.1% -0.1% -0.1%

Producer price -6.3% -8.1% -6.3% -4.8% -4.4% -4.8% -5.5% -6.0% -6.5%
Poultry meat

Production 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.0% 0.0% 0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2%

Producer price -0.1% -0.3% -0.3% -0.3% -0.2% -0.2% -0.3% -0.3% -0.3%
Sheep meat

Production 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use -3.3% -3.7% -2.5% -1.7% -1.2% -1.0% -0.8% -0.7% -0.5%

Producer price -0.5% -1.0% -0.9% -0.6% -0.4% -0.3% -0.2% -0.2% -0.2%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.3% -3.2% -2.8% -2.5% -2.6% -2.8% -3.0% -3.2% -3.5%
Butter

Production 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.3% 0.3% 0.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.6% -2.1% -1.7% -1.5% -1.5% -1.7% -1.8% -2.0% -2.1%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 5.0% 6.2% 4.9% 4.4% 4.6% 5.1% 5.6% 6.0% 6.4%

Whole sale price -3.9% -4.9% -4.1% -3.6% -3.7% -4.0% -4.3% -4.6% -4.9%
WMP

Production -35.5% -50.0% -60.8% 58.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 10.4% 14.4% 10.5% 8.3% 8.2% 8.7% 9.1% 9.5% 9.8%

Whole sale price -5.9% -7.9% -6.3% -5.3% -5.4% -5.8% -6.3% -6.7% -7.2%
Cheese

Production 0.4% 0.3% 0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.6% 1.1% 1.5% 1.7% 1.8% 2.0% 2.2% 2.5%

Whole sale price 0.0% -1.6% -3.4% -4.1% -4.5% -4.7% -5.1% -5.4% -5.8%

Source: Austria AGMEMOD Model (2006)
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3 Belgium and Luxembourg
Bruno Henry de Frahan and Olivier Harmignie, Université catholique de Louvain (UCL), Louvain-
la-Neuve

3.1 Baseline
The main assumptions underling the simulation of macroeconomic variables for Belgium and

Luxembourg are set out in Table 3.1 and Table 3.2 respectively.

Table 3.1: Assumptions on macroeconomic variables for Belgium
Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Population million 10.3 10.3 10.4 10.4 10.4 10.4 10.5 10.5 10.5 10.5 10.5 10.6
GDP bil. Euro97 214 242 248 280 304 294 290 297 309 322 334 347
GDP per capita  Euro97/cap 28051 23377 23947 26967 29163 28148 27741 28388 29466 30578 31726 32910
Inflation 1997=1 1.09 1.17 1.18 1.20 1.22 1.23 1.25 1.26 1.28 1.30 131 1.33

Source: Nationale Bank van Belgié

Table 3.2: Assumptions on macroeconomic variables for Luxembourg

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.5
GDP bil. Euro97 17 20 21 24 26 25 25 26 27 28 30 31
GDP per capita  Euro97/cap 38 43 45 50 55 53 52 53 55 57 59 61

Source: STATEC Luxembourg

The contribution the agricultural sector makes to the total GDP of Luxembourg is, at 0.5%,
somewhat low (STATEC Luxembourg, 2003). Further, the share of Luxembourg's agriculture
output value in the EU and in terms of Belgian agricultural output value is negligible. For that
reason, the focus of this section is only on the Belgian agri-food sector.

Belgium implemented the reformed CAP (agreed in 2003) in 2005. With the exception of the
sucker cow premium, which will remain fully coupled in both the Flanders and Wallonia
administrative regions, almost all other payments have been completely decoupled. There are
some exceptions, like payment for seeds or slaughter calves, but these payments are not
included in the Belgian AGMEMOD model yet and will thus not generate impacts.

The most important changes due to the 2003 CAP reform in Belgium are:
e payment for cereals and oilseeds are totally decoupled;
e skimmed milk and butter intervention prices will diminish and the payment to
compensate for the price decrease is directly allocated to the SFP;
e the suckler cow payment remains coupled;
¢ the male bovine premium has been totally decoupled.

The payments represented in our model are adjusted by using multipliers (described in detail
in Report III - AGMEMOD - Model description) to account for the impact of the decoupled
SFP on production decisions made by Belgian farmers.

Multipliers of the SFP scheme

All CAP payments that are linked to production and included in the model are multiplied by a
coefficient which takes into account the decoupling rate, the re-allocation of subsidies (in
Belgium, 50% of subsidies will be redistributed over land that was not initially subsidised in
the reference period 2000-02), the modulation rate (which will be 2.5% in the period 2007-15
in Belgium) and the shift rate representing the part of the payment that remains in the
agricultural sector (it is assumed that yearly 2.5% of arable farmers and 5% of livestock
farmers will exit the Belgium agricultural sector). Table 3.3 shows the multiplier rates up to
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2015 and gives an indication of the amount of the direct payment in the reference period that
‘will remain in the mind of the farmer’. For example, the male bovine premium is, under the
way the Luxembourg Agreement is implemented in Belgium, fully decoupled. In the
AGMEMOD model’s representation of the supply-inducing impact of the SPS, Belgian
farmers will behave as if they were in receipt of a premium of 61 €/bull (0.29*210 €/bull in
2015).

Table 3.3: Supply-inducing multipliers of agriculture in the Baseline for Belgium
Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 0.48 0.47 0.45 0.44 043 042 041 040 0.39 0.38 0.37
Oilseeds index 1.00 0.48 0.47 0.45 0.44 043 042 041 040 0.39 0.38 0.37
Suckler cows index 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Milk index 1.00 0.59 0.56 0.53 050 048 045 043 041 0.39 037 0.35
Maize index 1.00 0.48 0.47 0.45 044 043 042 041 040 0.39 0.38 0.37
Bulls index 1.00 0.48 0.46 0.43 041 039 037 035 033 0.32 030 0.29

Source: Own calculations Belgian AGMEMOD Model (2006).

Table 3.3 sets out the AGMEMOD Baseline projections for the Belgian agricultural sector. In
the following sub-sections the results for grains and oilseeds, livestock and meat, and dairy
markets are discussed.

Cereals

The decoupling of direct payments from production is projected, under the Baseline, to lead
to higher income from grain production in Belgium. Belgian producer prices of soft wheat are
projected to increase due to rising EU key market prices, which are in turn expected to
increase as the production of cereals falls across the EU in response to the decoupling of
arable aid payments. This likely price development is projected to lead to a 5.8% increase in
Belgium’s soft wheat area harvested. The productivity per hectare (yield) will also increase
due to higher prices for soft wheat and ongoing technical progress. Barley area harvested is
projected to decrease over the Baseline projection period by 2.5%, while Belgian maize area
harvested is projected to decline marginally. Increases in yields for both barley and maize as
projected under the Baseline offset the projected decreases in the harvested area of these
crops. The projected increase in the total harvested grain area in Belgium under the Baseline
is approximately 4%. The model’s results suggest that over the period 2005 to 2015, there
will be an increase in soft wheat output of more than 13%, while Belgian barley production is
projected to increase by 4.6% and maize production by 8 % over the period 2005 to 2015.

The total domestic use of grains in Belgium is, under the Baseline, projected to grow by 2%
despite rising grain prices. As a result of higher grain prices and lower animal numbers, feed
use of maize and barley is projected to decrease over the Baseline projection period. Use of
maize is likely to decrease less than barley, while soft wheat feed use is projected to increase
somewhat over the Baseline projection period. The changes in feed use for the different
cereals indicates that more expensive grains are being replaced by grains where the price
increase is lower (in relative terms). For example, there is an inverse movement in the
aggregate feed uses of soft wheat and maize in Belgium, with soft wheat increasing by 10%,
while feed use of maize decreases by 14% over the Baseline projection period.

Due mainly to an increase in demand (reflected in a 16% increase in rapeseed prices),
Belgian rapeseed production, under the Baseline, is projected to increase by 21%.

Milk and livestock sector
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The introduction of the SFP affects mainly milk and beef production, that received all the
subsidies in the animal sector.

Livestock sector

Over the Baseline projection period the size of the Belgian suckler herd remains more or less
constant, this being largely due to the fact that in Belgium suckler cow payments remained
fully coupled to production. Other bovine herds would, however, be affected by the CAP
reform, since male bovine payments have been totally decoupled. As a consequence, Belgian
beef meat production is projected to decrease over the Baseline projection period.

Under the Baseline the slaughtering of cattle is projected to decline, with slaughter of suckler
cows declining by 5.5% and calf slaughter declining by 14.3%. Increased cattle imports,
together with projected growth in bovine slaughter weights of 2.2%, is projected to lead to a
decrease in Belgian beef and veal production of 6% over the Baseline projection period. The
positive impact of GDP growth alleviates the negative impact of higher producer prices on
beef consumption. Belgian beef consumption is projected to decrease by 4% between 2005
and 2015.

Other meat production

The 2003 CAP reform, which is the policy component of the Baseline simulation, does not
influence directly the decisions of pig or poultry producers. However, the reforms have
effects on these sectors through the markets for meat, for grains and for other feed
ingredients. Due to higher prices and higher demand, Belgian pork production is projected to
increase by 5% over the period 2005-2015. This increase is driven by projected increases in
Belgian pig slaughter weights, up by 9%, and more than offsetting the impact of a 1%
decrease in the number of pigs slaughtered over the projection period. Pork production in
Belgium is projected to increase (driven by growth in per capita income) while net exports of
pork are also expected to grow due to the stronger growth in production compared to
domestic use in Belgium.

Belgian poultry production is, under the Baseline, projected to increase by 14%, despite
lower poultry prices; in response to lower prices Belgian poultry consumption and exports are
projected to increase by 15%. The negative effect of the projected lower output prices on
production is offset by lower production costs, due to lower prices of imported feed and
ongoing technical progress in the poultry sector.

Milk production
The cut in intervention prices in the Baseline scenario is reflected in the market prices for
skimmed milk and butter.
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Table 3.4: Baseline results concerning main agricultural commodities of Belgium

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 2133 2255 2299 2346 2401 2294 2509 2510 2517 2529 2544 2561

Domestic use 1,000 ton 4685 4909 4956 4981 5010 5060 5118 5165 5206 5249 5299 5356
Soft wheat

Production 1,000 ton 1670 1759 1798 1836 1880 1922 1961 1959 1964 1973 1985 1996

Domestic use 1,000 ton 3103 3355 3418 3465 3520 3589 3660 3716 3768 3825 3887 3953

Producer price euro/ton 102 101 101 103 104 103 102 105 108 110 113 115
Durum wheat

Production 1,000 ton 0 0 0 0 0 0 0 o] 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Barley

Production 1,000 ton 326 360 365 372 381 390 399 402 406 410 415 421

Domestic use 1,000 ton 698 702 698 694 689 687 684 680 674 668 662 654

Producer price euro/ton 99 94 96 98 99 100 101 104 108 111 116 121
Maize

Production 1,000 ton 136 136 137 138 140 144 148 148 147 146 144 143

Domestic use 1,000 ton 884 852 840 822 800 784 773 770 764 756 751 749

Producer price euro/ton 171 153 152 155 158 158 158 158 158 159 160 161
Rye

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Other grains

Production 1000 tons 0 0 0 0 0 0 0 o] 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Total oilseeds

Production 1,000 ton 22 26 26 27 28 29 30 30 30 31 31 31

Domestic use 1,000 ton 1902 2045 2055 2067 2076 2074 2067 2056 2042 2027 2009 1990
Rapeseed

Production 1,000 ton 22 26 26 27 28 29 30 30 30 31 31 31

Domestic use 1,000 ton 454 584 603 628 655 676 695 714 733 754 774 795

Producer price euro/ton 160 172 174 196 208 195 189 191 193 196 198 200
Sunflower

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 221 220 226 233 240 248 256 263 271 279 287 295

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Soybeans

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 1226 1241 1226 1207 1181 1151 1117 1079 1038 994 948 900

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Beef and veal

Production 1,000 ton 309 316 315 314 312 310 307 304 301 298 295 292

Domestic use 1,000 ton 235 237 235 232 232 233 233 232 230 230 229 227

Producer price euro/100 kg 292 259 256 272 275 268 264 266 269 274 281 288
Pig meat

Production 1,000 ton 1139 1189 1200 1199 1206 1227 1259 1285 1298 1312 1333 1358

Domestic use 1,000 ton 496 519 531 534 528 526 525 531 536 534 533 533

Producer price euro/100 kg 137 119 110 112 117 119 120 117 115 118 121 123
Poultry meat

Production 1,000 ton 421 456 462 468 474 481 487 494 499 506 512 519

Domestic use 1,000 ton 196 205 207 210 214 216 220 223 225 229 233 236

Producer price euro/100 kg 269 261 256 255 256 255 252 249 247 247 247 247
Sheep meat

Production 1,000 ton 4 4 4 4 4 4 4 4 4 4 4 4

Domestic use 1,000 ton 21 23 23 23 24 24 24 25 25 26 26 27

Producer price euro/100 kg 170 145 145 144 141 138 135 131 127 124 121 118
Fluid milk

Production 1,000 ton 3399 3297 3284 3270 3241 3212 3183 3154 3123 3092 3061 3030

Domestic use 1,000 ton 636 678 688 696 702 710 718 726 733 741 748 755

Whole sale price euro/100 kg 35 32 31 31 31 30 30 30 30 29 29 29
Butter

Production 1,000 ton 82 81 81 81 81 80 80 79 77 76 74 72

Domestic use 1,000 ton 73 75 76 76 76 76 77 77 77 77 78 78

Whole sale price euro/100kg 334 304 292 293 295 291 288 291 293 295 297 298
SMP

Production 1,000 ton 94 84 82 80 77 75 73 70 68 66 63 61

Domestic use 1,000 ton 37 37 37 37 37 37 37 37 37 37 37 37

Whole sale price euro/100kg 267 240 231 226 225 219 213 209 205 202 199 196
WMP

Production 1,000 ton 60 59 58 61 63 62 61 61 60 60 60 60

Domestic use 1,000 ton 16 16 16 16 16 16 16 16 16 15 15 15

Whole sale price euro/100kg 338 323 312 321 330 324 319 320 322 323 324 325
Cheese

Production 1,000 ton 62 61 62 61 60 60 60 59 58 58 57 57

Domestic use 1,000 ton 182 183 184 184 185 185 186 186 186 187 187 187

Whole sale price euro/100kg 367 356 353 346 343 343 341 340 340 341 342 344

Source: Belgium AGMEMOD Model (2006)

These projected changes in dairy commodity prices would tend to reduce the transformation
of milk into butter and skimmed milk powder in the period 2005-2015. The results for the
Belgian butter balance sheet show that butter stocks in 2015 will shrink to three-quarters of



Belgium Country Level Results

the amount in 2005. Skimmed milk and raw milk prices are expected to decrease after the cut
in the butter intervention price. Milk production is still largely determined by the Belgian
milk quota level. Belgian dairy cow milk production is projected to continue at the quota
level and even show a small increase over the projected period. Due to the decrease in dairy
commodity and milk prices, the Baseline results project a slight rise in the consumption of
butter and fluid milk, whereas the consumption of cheese is expected to grow by almost 2.5%
over the Baseline projection period.

Table 3.4 gives a summary of the projection for the main products in the AGMEMOD model
for Belgium.

Agricultural income
Table 3.5 shows the development of agricultural output values, subsidies (remaining direct

payments and SFP) to Belgian producers of the commodities under review, and feed costs.

Table 3.5: Agricultural output, subsidies, feed cost and gross income in Belgium'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 0.94 0.91 0.93 0.95 0.95 0.95 0.95 0.94 0.96 0.98 0.99
Subsidies/SFP 2000=1 1.00 1.26 1.36 1.36 1.36 1.36 1.36 1.36 1.36 1.36 1.36 1.36
Feeding costs 2000=1 1.00 0.85 0.83 0.87 0.90 0.87 0.87 0.88 0.89 0.90 0.91 0.92
Gross agric. income 2000=1 1.00 0.97 0.95 0.96 0.97 0.98 0.98 0.98 0.97 0.99 1.00 1.02

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Own calculations

From 2005 to 2015, the value of Belgian agricultural output value is expected to increase, due
mainly to the increase in most agricultural output prices (with the obvious exception of milk
and dairy products) resulting from decoupling. The total value of Belgian crop production is
projected to increase by 25%. The livestock sector accounts for the major part of Belgian
agricultural output value. Animal output value is projected under the Baseline to increase and
to have a major impact on the projected change in total agricultural production value. Values
for livestock and other meat products are projected to increase by 10%, while the value of
dairy sector output is projected to decrease by 1%. Overall, under the Baseline, Belgian
agricultural output value is projected to increase by 5%.

The projected increase in agricultural output value is offset by an increase in feed costs,
which are an important component of overall agricultural production costs in Belgium. These
costs are expected to increase by 7% between 2005 and 2015. The total subsidies received by
Belgian agriculture are projected to increase over the period 2005 to 2015, due largely to
compensation for the decreasing value of milk products. One conclusion might be that the
gross income growth over the Baseline projection period is, at 5%, similar to the projected
gross output value increase.

3.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU MS. SPS payments
in EU15 MS were, above certain amounts, also subject to modulation. The ‘Further CAP
reform’ scenario described in Report III -AGMEMOD - Model description involves
effectively strandardising the MS’ currently nationally differentiated CAP implementation
plans by imposing full decoupling from 2007.

Belgium chose to decouple almost all direct payments except the suckler cow payment and
calf slaughter premiums, and to introduce an SPS based strictly on historical entitlements.
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Belgian farmers receiving single farm payments (SFP) in excess of €5 000 are, as in other
MS, subject to 5% modulation rates from 2007 onwards.

The further CAP reform scenario, involving the “full” decoupling of all CAP direct payments
and a doubling of the rates of modulation to 10% from 2007 onwards, would not be expected
to have a major impact on the supply and use of most of the agricultural commodities that
had already been decoupled. However, it should have a significant impact on beef production
in Belgium since suckler cow payments remained coupled to production under the Baseline.

Nevertheless, the full decoupling of CAP payments in all EU MS would be expected to alter
the supply and use balance in EU agricultural commodity markets, since many MS have
chosen to only partially decouple some direct payments. The altered supply and use balance
at EU level would be expected to involve the contraction of indigenous production of
agricultural commodities that are still supported by coupled direct payments and to
consequently have at least some positive impact on EU market prices for agricultural
commodities.

Main Results

The impact of full decoupling on Belgian agricultural commodity markets is reflected in the
development of prices, which clear the sub-models of Belgian agricultural commodity
markets. However, the implementation of full decoupling across all EU MS leads to
somewhat small increases in the supply-inducing prices that are used in the Belgian
AGMEMOD sub-model, except for beef and veal. Figure 3.1 presents the percentage changes
from the Baseline level projections for the prices of three key commodities in the Belgian
AGMEMOD model (soft wheat, pork and bovine meat).

Figure 3.1: Prices for Belgium: FCR Scenario (% A from Baseline)
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Source: Belgian AGMEMOD Model (2006)

Table 3.6 and Table 3.7 compare the Belgian AGMEMOD model’s projections under the
FCR scenario with the Baseline projections. The remainder of this section comments on these
results.

Grains and oilseed sectors

Under the FCR scenario EU grain prices are projected to increase slightly due to the full
decoupling of arable aid direct payments in all MS. This small increase in prices for cereals
leads to a slight contraction in the domestic use of cereals in Belgium when compared with
the Baseline. The small-scale impact of full decoupling of arable aid payments on the supply
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balance for cereals in the EU is due to the fact that, in the Baseline, the maximum rate of
coupling of arable aid payments was 25% of the reference amounts. Given that most MS
chose to fully decouple arable aid, the impact of “full” decoupling is small.

Livestock and dairy sectors

Compared to the Baseline scenario, the complete decoupling of all direct payments affects
mainly suckler cow production in Belgium because these subsidies had, under the Belgian
implementation of the Luxembourg Agreement, remained fully coupled. The decoupling of
this payment is expected to cause a decrease in production of beef and a fall in agricultural
income. Additionally, the introduction of full decoupling in other EU MS could lead to
reduced indigenous EU meat supply and give rise to somewhat higher EU prices for the meat.
Compared with the Baseline projections, Belgian suckler cow ending stocks are projected to
be 2.8% lower by 2015 under the FCR scenario. This impact is smaller than expected. A
priori, the relatively modest magnitude of the decline can be mainly explained by the
projected increase in beef prices, offsetting the production-reducing impact of decoupling.
Due to the small share of beef cows in the overall cow herd, the final effect on Belgian beef
production will be a 1.8% decrease by 2015, compared to the Baseline. Beef and veal
consumption under the FCR scenario decreases in response to increased prices, though this
decline is less than that projected for Belgian production.

The reform of the dairy commodity market organisation is, under the Baseline, largely
unaffected by the reforms examined under the further CAP reform (FCR) scenario. The
increased rate of modulation of SFP is not projected to lead to any contraction in the total
volume of milk produced in Belgium. Belgian milk production is projected to continue to fill
the quota. Changes in the rate of modulation are not expected to change the relative prices of
different dairy commodities and as a consequence any changes in the supply and use balance
in dairy commodity markets and the farm gate milk price, under the FCR scenario, are
negligible.

Agricultural income

The FCR scenario has an important effect on the subsidies/SFP received by Belgian farmers,
with these projected to decline by 26.6%. The reduction in suckler cow payments, which
account for the greatest part of the total payments received in Belgium, explains this
projected development. The change from full coupling to full decoupling will for the main
part disappear from commodities covered in this study. Feed costs and agricultural output
value remain stable. Finally, gross agricultural income is expected to be down by 2%, which
is entirely due to the decline in subsidies.

Table 3.6: Belgium: Agricultural output and income in FCR Scenario (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Subsidies/SFP -26.6%  -26.6% -26.6% -26.6% -26.6% -26.6% -26.6% -26.6% -26.6%
Feeding costs 0.1% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.2% -0.2%
Gross agric. income -2.1% -2.0% -2.0% -2.0% -2.0% -2.0% -2.0% -2.0% -1.9%

Source: Belgian AGMEMOD Model (2006)

As already noted, the reduction in subsidies is largely due to the switch of suckler cow
payments from full coupling in the Baseline to full decoupling in the FCR scenario. With full
decoupling, the premiums will be lowered by multipliers, in order to estimate a 'synthetic'
premium (in other words, to estimate the part of the premium that will be on farmers' minds
when they make their production decision). Thus, part of the original suckler cow premium
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will go to land that was not subsidised in the reference period, while another part will be used
for a regional purposes, funded by the modulated funds.
Figure 3.2 Belgium: Subsidies in Baseline and FCR scenario (€ million)
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In comparison with the Baseline, this leads to a 55% reduction in the value of the suckler cow
subsidies in the FCR scenario. These subsidies account for 53% of all Belgium agricultural
subsidies (only the commodities covered in this study have been considered). Hence, the total
value of subsidies is projected to fall by more than a quarter under the FCR scenario. Figure
3.2 shows the development of subsidies in Belgium under the Baseline and the FCR scenario.
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Table 3.7: Belgium: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.1% -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1%
Soft wheat

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1%

Producer price 0.0% -0.1% -0.1% -0.1% -0.2% -0.2% -0.3% -0.3% -0.4%
Maize

Production -0.1% -0.1% -0.1% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1%

Domestic use 0.0% -0.1% -0.1% -0.2% -0.2% -0.3% -0.3% -0.3% -0.3%

Producer price 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.5% 0.3% -0.2% -0.6% -0.9% -1.2% -1.5% -1.6% -1.7%

Domestic use 0.1% -0.1% -0.1% -0.1% -0.2% -0.3% -0.3% -0.4% -0.4%

Producer price -0.6% 0.2% 0.3% 0.6% 0.9% 1.1% 1.3% 1.4% 1.5%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production 0.1% 0.0% -0.2% -0.3% -0.3% -0.3% -0.4% -0.4% -0.4%

Domestic use -0.1% 0.0% 0.0% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2%

Producer price 0.2% 0.0% 0.0% -0.1% -0.2% -0.2% -0.3% -0.3% -0.4%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Belgian AGMEMOD Model (2006)
3.3 Exchange Rate Change (ERC)

The exchange rate between the euro and the US dollar is an important factor in determining



Belgium Country Level Results

the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is € = US$ 1.24 from 2007 onwards. In evaluating the impact of
changes in this key macroeconomic assumption, three alternative paths of the US dollar
versus the euro were analysed. Two of these involve a depreciation of the US dollar versus
the euro, with the exchange rate moving to rates of € = 1.30US$ and € = 1.40 US$ in 2007.
The third projection is for the euro to depreciate versus the dollar to a parity exchange rate of
€ =1.00 USS.

Belgian prices for commodities are not key prices in the AGMEMOD model structure. Thus,
the importance of the alternative exchange rate paths examined in this scenario lies in the
impact the different exchange rates have on the key commodity price projections generated
by the AGMEMOD model.

The prices of commodities such as oilseeds and their associated meals and oils are not
endogenously modelled in AGMEMOD. Supply-inducing prices for European farmers are
assumed to be world prices (in dollars) when converted into national currency equivalents.
For such products, any change in the exchange rate will have a direct impact on the national
currency prices and on the associated supplies of and demand for the commodity in question.
Given that Belgium is not a significant producer of most of agricultural products, the changes
in the €/US$ exchange rate will, for most of the agricultural products, be expected to affect
the demand in Belgium for these products.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for Belgium. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1.00
US$), ERC-2 (€ = 1.30 US$) and ERC-3 (€ = 1.40 US$). The scenarios and their rationale
are discussed in Report Il AGMEMOD - Model description. Table 3.8 to Table 3.10 set out
the results of the scenarios relative to the Baseline projections in terms of percentage
changes.

The impact of the three ERC scenarios, when compared with one another and with the
Baseline projections, indicates that the AGMEMOD model performs as one would have
expected. Belgian market prices under the ECR-1 scenario, where the € = US$1.00 from
2007, are all characterised by increases.

The impact of the changed exchange rate on commodity prices determined endogenously by
the AGMEMOD modelling system is moderated by the endogenous response of EU supply
and demand for agricultural commodities. Figure 3.2 illustrates the percentage change in four
Belgian prices under each of the three ERC scenarios. The commodity prices chosen for
Belgium are soft wheat, pork, bovine meat and milk. These prices are all endogenously
determined in the AGMEMOD model. Changes in production are small for grain products
(1%), but are larger for pigmeat, where production increases by 4.6%, and for derived milk
products, where prices of cheese and WMP increase by 3.4% and 2.6% respectively. The
impact on prices, supply and use balances is, as expected, greater under ECR-3 than ECR-2.
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Figure 3.3: Commodity Prices for Belgium: ERC Scenarios (% A from Baseline)
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When the projections for Belgian commodity markets under the ECR-1 scenario are
compared with those under the Baseline, market clearing prices are seen to be generally
higher. These higher prices are associated with small increases in production of most
agricultural commodities and somewhat reduced domestic use.

The two exchange rate change scenarios, labelled ECR-2 and ECR-3, involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. As expected, the projections for Belgium under both scenarios are characterised
by similar changes in prices, quantities supplied and demanded. As in the ECR-1 scenario the
impact of the exchange rate changes are most fully expressed in the prices of commodities
exogenous to the AGMEMOD model system. Under each of the euro-dollar exchange rate
scenarios, market prices in Belgium are projected to be lower than under the Baseline. These
small changes imply reductions in the volume of domestic production and small increases in
domestic use. As noted above, summaries of the three ERC scenario projections are presented
in Table 3.8 to Table 3.10.

Agricultural income

Total subsidy receipts are not influenced by the exchange rate shocks. The main influence on
gross agricultural income arises from agricultural output value and from feed costs. Higher
prices and production levels in the ERC-1 scenario are projected to lead to increased
agricultural output values, while the opposite holds true for the ERC-2 and ERC-3 scenarios
(see Figure 3.3).
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Figure 3.4: Belgium: Gross agriculture income under ERC Scenarios (% A from Baseline)
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Table 3.8: Belgium: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.3% 0.1% 0.5% 0.6% 0.7% 0.7% 0.7% 0.6%

Domestic use -0.1% 0.1% 0.1% 0.2% 0.3% 0.4% 0.5% 0.5% 0.5%
Soft wheat

Production 0.0% 0.3% 0.4% 0.5% 0.6% 0.7% 0.7% 0.6% 0.5%

Domestic use -0.1% 0.2% 0.2% 0.3% 0.4% 0.5% 0.6% 0.6% 0.6%

Producer price 2.5% 1.1% 2.1% 2.8% 2.7% 2.3% 1.9% 1.6% 1.4%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.0% 0.2% 0.4% 0.6% 0.7% 0.9% 1.0% 1.0%

Domestic use -0.2% -0.3% -0.3% -0.5%  -0.5% -0.6% -0.6% -0.5% -0.5%

Producer price 1.3% 1.4% 1.9% 2.6% 3.0% 3.0% 2.8% 2.6% 2.4%
Maize

Production 0.0% 0.2% 0.4% 0.6% 0.9% 1.1% 1.2% 1.2% 1.1%

Domestic use 0.3% 0.0% 0.3% 0.5% 0.6% 0.7% 0.8% 0.8% 0.9%

Producer price 1.7% 1.6% 2.2% 3.0% 3.3% 3.2% 2.9% 2.5% 2.2%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.1% 1.2% 1.3% 2.0% 2.4% 2.7% 2.7% 2.4% 2.2%

Domestic use 0.3% 0.4% 0.5% 0.8% 0.9% 1.0% 1.0% 1.0% 0.9%
Rapeseed

Production 0.1% 1.2% 1.3% 2.0% 2.4% 2.7% 2.7% 2.4% 2.2%

Domestic use 1.0% 1.1% 1.6% 2.1% 2.4% 2.4% 2.3% 2.2% 2.0%

Producer price 12.2% 5.5% 11.7% 15.1% 15.2% 13.6% 12.2% 10.7% 9.3%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.1% 0.1% 0.1% 0.2% 0.2% 0.3% 0.3%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1%

Domestic use -0.2% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 3.5% 1.7% 3.3% 4.1% 4.0% 3.6% 3.3% 2.9% 2.6%
Pig meat

Production 0.4% 0.7% 1.1% 1.7% 2.2% 2.4% 2.5% 2.4% 2.3%

Domestic use -1.4% -0.6% -1.3% -1.8% -1.7% -1.4% -1.3% -1.1% -1.0%

Producer price 6.2% 2.8% 6.0% 7.9% 7.6% 6.6% 5.9% 5.2% 4.5%
Poultry meat

Production 0.0% 0.1% 0.1% 0.2% 0.2% 0.3% 0.3% 0.2% 0.2%

Domestic use 0.5% -0.1% 0.3% 0.3% 0.2% 0.1% 0.1% 0.1% 0.1%

Producer price 1.0% 1.4% 1.5% 2.2% 2.5% 2.4% 2.2% 2.0% 1.8%
Sheep meat

Production 0.1% -0.1% -0.2% -0.2%  -0.3% -0.4% -0.5% -0.4% -0.4%

Domestic use 0.7% 0.4% 0.7% 0.9% 0.9% 0.8% 0.7% 0.7% 0.6%

Producer price 0.2% 0.1% 0.2% 0.3% 0.3% 0.2% 0.2% 0.1% 0.1%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.2% -0.1% -0.3% -0.3%  -0.4% -0.3% -0.3% -0.3% -0.3%

Whole sale price 1.3% 0.8% 1.7% 2.2% 2.4% 2.4% 2.3% 2.1% 2.0%
Butter

Production -0.5% -0.5% -0.8% -1.1% -1.3% -1.4% -1.4% -1.4% -1.4%

Domestic use -0.1% 0.0% -0.1% 0.0% 0.0% 0.1% 0.1% 0.1% 0.2%

Whole sale price 0.8% 0.1% 0.4% 0.3% -0.1% -0.4% -0.7% -1.0% -1.1%
SMP

Production -0.9% -0.9% -1.5% -2.1%  -2.5% -2.8% -2.9% -2.9% -2.9%

Domestic use -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Whole sale price 1.5% 0.8% 1.6% 2.1% 2.2% 2.2% 2.1% 2.0% 1.8%
WMP

Production 3.1% 1.5% 3.0% 4.0% 4.0% 3.6% 3.3% 3.0% 2.6%

Domestic use -0.7% -0.3% -0.7% -0.8% -0.8% -0.8% -0.7% -0.6% -0.5%

Whole sale price 3.4% 1.7% 3.3% 4.3% 4.3% 3.9% 3.5% 3.0% 2.6%
Cheese

Production -0.7% 0.3% 0.3% 0.5% 1.1% 1.7% 2.0% 2.3% 2.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1%

Whole sale price 0.4% 1.0% 1.6% 2.2% 2.9% 3.3% 3.5% 3.5% 3.4%

Source: Belgian AGMEMOD Model (2006)
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Table 3.9: Belgium: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.3% -0.1% -0.8% -0.7% -0.6% -0.6% -0.6% -0.7%

Domestic use 0.1% 0.0% -0.3% -0.4% -0.4% -0.4% -0.4% -0.5% -0.5%
Soft wheat

Production 0.0% -0.4% -0.7% -0.8% -0.6% -0.5% -0.5% -0.6% -0.7%

Domestic use 0.1% -0.1% -0.4% -0.6% -0.5% -0.5% -0.5% -0.5% -0.6%

Producer price -2.7% -3.8% -2.5% -1.6% -1.7% -2.1% -2.4% -2.6% -2.8%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.0% -0.3% -0.6% -0.8% -0.9% -0.8% -0.8% -0.9%

Domestic use 0.2% 0.5% 0.6% 0.4% 0.4% 0.4% 0.5% 0.6% 0.8%

Producer price -1.5% -3.0% -3.0% -2.5% -2.3% -2.5% -2.8% -3.2% -3.5%
Maize

Production 0.0% -0.2% -0.7% -1.1% -1.2% -1.2% -1.1% -1.1% -1.2%

Domestic use -0.4% -0.4% -0.3% -0.5% -0.7% -0.8% -0.9% -1.0% -1.2%

Producer price -1.8% -3.5% -3.4% -2.7% -2.5% -2.6% -3.0% -3.3% -3.6%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.1% -1.4% -2.6% -2.9% -2.6% -2.3% -2.2% -2.3% -2.5%

Domestic use -0.3% -0.7% -0.8% -0.8% -0.8% -0.9% -1.0% -1.1% -1.2%
Rapeseed

Production -0.1% -1.4% -2.6% -2.9% -2.6% -2.3% -2.2% -2.3% -2.5%

Domestic use -1.0% -2.2% -2.4% -2.3% -2.2% -2.2% -2.3% -2.4% -2.6%

Producer price -13.3%  -18.0% -13.5% -10.9% -11.0% -12.3% -13.4%  -14.6% -15.7%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.3% -0.4%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.1% -0.1% -0.1% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Producer price -3.8% -5.4% -3.8% -3.0% -2.9% -3.2% -3.6% -4.0% -4.4%
Pig meat

Production -0.5% -1.4% -2.0% -2.2% -2.3% -2.4% -2.6% -2.8% -3.0%

Domestic use 1.7% 2.3% 1.6% 1.2% 1.3% 1.4% 1.6% 1.8% 2.0%

Producer price -6.9% -9.5% -6.8% -5.3% -5.3% -6.0% -6.7% -7.4% -8.1%
Poultry meat

Production 0.0% -0.2% -0.3% -0.3% -0.2% -0.2% -0.2% -0.2% -0.3%

Domestic use -0.6% -0.5% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.3%

Producer price -1.2% -2.7% -2.7% -2.1% -1.9% -2.0% -2.3% -2.5% -2.8%
Sheep meat

Production -0.1% 0.0% 0.3% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%

Domestic use -0.8% -1.1% -0.9% -0.7% -0.7% -0.7% -0.8% -0.9% -1.0%

Producer price -0.3% -0.4% -0.3% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.3% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3% 0.4% 0.4%

Whole sale price -1.6% -2.5% -2.2% -2.1% -2.1% -2.3% -2.5% -2.7% -2.9%
Butter

Production 0.6% 1.2% 1.2% 1.2% 1.3% 1.4% 1.5% 1.7% 1.9%

Domestic use 0.2% 0.2% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Whole sale price -1.0% -1.0% -0.1% 0.5% 0.6% 0.6% 0.6% 0.6% 0.7%
SMP

Production 1.1% 2.1% 2.3% 2.3% 2.5% 2.7% 3.1% 3.5% 3.9%

Domestic use 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2%

Whole sale price -1.9% -2.6% -2.1% -1.8% -1.9% -2.1% -2.3% -2.6% -2.9%
WMP

Production -3.9% -5.4% -4.0% -3.2% -3.2% -3.7% -4.1% -4.6% -5.1%

Domestic use 0.8% 1.2% 0.9% 0.7% 0.7% 0.8% 0.8% 0.9% 1.0%

Whole sale price -4.1% -5.8% -4.2% -3.4% -3.4% -3.8% -4.1% -4.5% -4.9%
Cheese

Production 0.9% 0.5% -0.9% -1.6% -1.7% -1.7% -1.7% -1.8% -1.9%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Whole sale price -0.5% -1.6% -2.6% -3.0% -3.1% -3.2% -3.3% -3.5% -3.7%

Source: Belgian AGMEMOD Model (2006)
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Table 3.10: Belgium: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.4% -0.1% -1.1% -1.0% -0.9% -0.9% -1.0% -1.1%

Domestic use 0.1% -0.1% -0.4% -0.6% -0.6% -0.6% -0.7% -0.7% -0.8%
Soft wheat

Production 0.0% -0.5% -1.0% -1.1% -0.9% -0.8% -0.8% -0.9% -0.9%

Domestic use 0.2% -0.1% -0.6% -0.8% -0.8% -0.8% -0.8% -0.8% -0.9%

Producer price -3.9% -5.0% -3.6% -2.7% -2.7% -3.1% -3.4% -3.6% -3.9%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.0% -0.4% -0.9% -1.2% -1.2% -1.2% -1.2% -1.4%

Domestic use 0.3% 0.7% 0.8% 0.7% 0.6% 0.7% 0.8% 0.9% 1.0%

Producer price -2.1% -4.0% -4.2% -3.8% -3.6% -3.7% -4.1% -4.5% -4.9%
Maize

Production 0.0% -0.3% -0.9% -1.5% -1.8% -1.7% -1.6% -1.6% -1.7%

Domestic use -0.5% -0.5% -0.5% -0.7% -1.0% -1.2% -1.3% -1.5% -1.7%

Producer price -2.7% -4.8% -4.7% -4.1% -3.9% -4.1% -4.4% -4.7% -5.0%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.2% -2.0% -3.5% -4.0% -3.8% -3.4% -3.3% -3.4% -3.6%

Domestic use -0.5% -1.0% -1.2% -1.2% -1.2% -1.3% -1.4% -1.6% -1.7%
Rapeseed

Production -0.2% -2.0% -3.5% -4.0% -3.8% -3.4% -3.3% -3.4% -3.6%

Domestic use -1.5% -2.9% -3.3% -3.3% -3.3% -3.3% -3.4% -3.5% -3.6%

Producer price -19.4% -23.6% -19.5% -17.1% -17.3% -18.5% -19.6% -20.6% -21.7%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.1% -0.1% -0.1% -0.2% -0.2% -0.3% -0.3% -0.4% -0.6%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.1% -0.1% -0.1% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.3% 0.3% 0.2% 0.1% 0.1% 0.2% 0.1% 0.2% 0.2%

Producer price -5.6% -7.1% -5.5% -4.7% -4.6% -4.9% -5.2% -5.6% -6.1%
Pig meat

Production -0.8% -2.0% -2.9% -3.3% -3.5% -3.7% -3.9% -4.1% -4.5%

Domestic use 2.6% 3.1% 2.4% 2.1% 2.1% 2.2% 2.4% 2.6% 2.8%

Producer price -10.1% -12.5% -9.9% -8.5% -8.5% -9.0% -9.7% -10.5% -11.2%
Poultry meat

Production 0.0% -0.2% -0.4% -0.4% -0.4% -0.3% -0.3% -0.4% -0.4%

Domestic use -0.9% -0.6% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3% -0.3%

Producer price -1.8% -3.7% -3.7% -3.1% -3.0% -3.1% -3.4% -3.6% -3.9%
Sheep meat

Production -0.2% 0.0% 0.5% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6%

Domestic use -1.1% -1.5% -1.2% -1.1% -1.1% -1.1% -1.2% -1.3% -1.4%

Producer price -0.4% -0.5% -0.4% -0.3% -0.3% -0.3% -0.3% -0.3% -0.3%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.4% 0.6% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%

Whole sale price -2.4% -3.4% -3.3% -3.2% -3.2% -3.4% -3.6% -3.8% -4.1%
Butter

Production 0.9% 1.6% 1.7% 1.8% 1.9% 2.1% 2.3% 2.5% 2.7%

Domestic use 0.2% 0.2% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.2%

Whole sale price -1.4% -1.3% -0.2% 0.5% 0.7% 0.8% 0.9% 1.0% 1.1%
SMP

Production 1.6% 2.9% 3.3% 3.5% 3.8% 4.2% 4.6% 5.1% 5.7%

Domestic use 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Whole sale price -2.8% -3.5% -3.0% -2.8% -2.9% -3.2% -3.5% -3.8% -4.1%
WMP

Production -5.8% -7.3% -5.9% -5.1% -5.3% -5.8% -6.2% -6.7% -7.2%

Domestic use 1.3% 1.6% 1.3% 1.1% 1.1% 1.2% 1.3% 1.4% 1.4%

Whole sale price -6.1% -7.7% -6.3% -5.4% -5.4% -5.8% -6.2% -6.5% -6.9%
Cheese

Production 1.3% 0.5% -1.1% -2.0% -2.3% -2.4% -2.5% -2.6% -2.8%

Domestic use 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Whole sale price -0.8% -2.3% -3.6% -4.3% -4.5% -4.7% -4.8% -5.1% -5.3%

Source: Belgian AGMEMOD Model (2006)



Czech Country Level Results

4 (Czech Republic
Jan Kubat, Research Institute of Agricultural Economics (VUZE), Prague

4.1 Baseline

Table 4.1 shows the specific assumptions for the Czech Republic on the macroeconomic
variables that underlie the Czech AGMEMOD model’s baseline and scenario projections up
to 2015.

Table 4.1: Assumptions on macroeconomic variables for the Czech Republic
Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Population million 10.3 10.2 10.3 10.3 10.3 10.3 10.3 10.3 10.3 10.3 10.3 10.3
GDP bil. Euro97 49 59 57 58 59 61 62 63 65 66 68 69
GDP per capita  Euro97/cap 4771 5742 5557 5673 5792 5913 6037 6165 6295 6429 6565 6704
Inflation 1997=1 1.20 1.36 1.38 1.40 1.41 1.43 1.44 1.45 1.46 1.47 1.48 1.49

Source: Own calculation, Czech Statistical Office

The 2003 CAP reform changed the premiums that apply in the cereals, oilseeds, livestock and
dairy sub-sectors of the Czech agricultural economy. From 2013 all premium-payments in the
Czech Republic will be independent of the use of land or animals (i.e. they will be fully
decoupled). From the start of the accession period direct payments were partially introduced
in the Czech Republic at 44% of the EU level in 2004 (20% of these direct payments were
financed from the EU budget while the remaining 24% was financed from the Czech national
budget and rural redevelopment budget). In 2005 the EU budget financed 26% of the EU
level of support, while nationally funded top-ups accounted for 24%. Payments from the EU
budget will increase every year to 2013, when they will reach 100% of the level pertaining in
the rest of the EU (Table 4.2: SAPS and Top-up envelope development in the Czech
Republic).

Table 4.2: SAPS and Top-up envelope development in the Czech Republic

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
SAPS envelope mio euro 199 249 310 394 492 589 685 781 876 972 972 972
Top-up envelope mio euro 230 235 288 252 236 221 206 119 36 0 0 0
SAPS + Top-up env. mio euro 429 484 598 647 728 810 891 900 912 972 972 972

Source: Own calculations

Table 4.3: Supply-inducing multipliers of the Czech agriculture

SAP scheme SPS scheme

Decoupled EU support

- grains 0.97 0.84
- rapeseeds 0.97 0.84
- suckler cows 0.97 0.84
- cattle 0.97 0.84
Coupled national support (CNDP)

- grains 1.0 1.0
- rapeseeds 1.0 1.0
- suckler cows 1.0 1.0
- cattle 1.0 1.0

Source: Own calculations

Direct payments financed from the EU budget are disbursed under the "Simplified Area
Payment Scheme" (SAPS). Under this scheme payments are granted per hectare of utilised
agricultural area. Payments financed from the national government and from the rural
development programme (top-ups) are split in two parts. The major part of the top-up is paid
per hectare of arable land (except for potatoes and sugar beet). The rest of the top-ups are
coupled payments and are disbursed per head of suckler cows, ewes and goats, and also to
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some special commodities such as hop and poppy production. Table 4.3 shows the multipliers
that have been used in the Czech AGMEMOD model.

Grains and oilseed sectors

In the Baseline projections there is an increase in domestic Czech prices as a consequence of
increased EU key prices. Over the period 2000 to 2008 growth in Czech cereal production
can be put down to direct payments. However the decrease from 2008 onwards occurs as a
consequence of decreasing (coupled) direct national top-up payments. Domestic use of cereal
in the Czech Republic is projected to increase over the projection period from 5400 to 5900
thousand tonnes. Domestic use of barley is projected to decline slightly from 2005, while soft
wheat domestic use increases somewhat, mainly due to increased feed demand.

In the Czech oilseed sector under the Baseline, production is projected to decrease to 2007
and then increase from 2008. This is because oilseeds are not supported by the nationally
funded top-up direct payments. As these decrease in value over the period to 2013, the
relative margins per tonne of oilseeds when compared with those in the cereals sector
improve. Domestic use of oilseeds also increases from 2006, as do Czech producer prices.

Livestock and dairy sectors

Under the Baseline, Czech producer prices for cattle are projected to increase slowly as a
consequence of the CZK/€ exchange rate decrease and the projected increase in the EU key
price for cattle. Czech production of beef decreases with the decline in the number of cattle.
This is evidence of the weak linkage between market prices and numbers of cattle for
fattening, which decline in spite of the commodity supports in SAPS (supports for suckler
cows and for head of cattle). Note here that the Czech AGMEMOD model has problems with
modelling such a decrease (from 1994 to 2005).Under the Baseline, Czech domestic use of
beef and veal declines slightly over the projection period.

Under the Baseline, Czech pork prices increase as a consequence of the projected increase in
the EU key pork price. Domestic use and production remain stable from 2006 onwards.
Poultry meat prices are projected to increase over the Baseline’s projection period despite the
projected decline in the poultry key price. This is due to projected CZK/€ exchange rate
appreciation. Domestic use goes up due to Czech consumers’ change in preferences. Under
the Baseline, Czech poultry production is projected to increase due to positive development
in costs.

Wholesale prices of butter and SMP in the Czech Republic (CR) are projected to increase
over the Baseline projection period. However the impressive increase in the period 2000-
2005 in the Czech price of cheese is a consequence of the almost 100% higher tariff
protection in EU than in CR prior to accession. The producer price of cow’s milk as a result of
the projected increases in dairy commodity products prices shows mild growth.

Under the Baseline, Czech cow's milk production is projected to be largely determined by the
milk production quota (which is derived from the market milk quota with respect to feed milk
for calves). Under the Baseline, Czech production of butter, SMP and WMP are projected to
stagnate from 2006 onwards. Cheese production is projected to decrease in spite of the
impressive market price increases noted above. This projected stagnation in cheese and other
dairy commodity production is a direct consequence of the projected absence of growth in raw
materials (cow’s milk), which is limited by the production quota.

Domestic use of cheese in the Czech Republic is projected under the Baseline to follow a
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stable trend as a consequence of rising cheese prices offsetting the positive impact of
increased per capita income. The gradual growth in domestic use of cheese despite the large
increase in prices is due to shifts in Czech consumer preferences towards the consumption of
so-called healthy foods, to which cheeses belong. For the other dairy products under the
Baseline, domestic use is projected to stagnate as prices rise. Table 4.5 summarises the
Baseline projections for the main agricultural commodities in the Czech Republic.

Agricultural income

Although the AGMEMOD country models cover a restricted set of agricultural commodities
and feedingstuffs as the sole input variable, it is possible to approximate the development of
gross agricultural sector income (Table 4.4). This is based on the development of agricultural
output value, subsidies (top-up nationally financed direct payments and SAPS/SFP) made to
Czech producers of the commodities and feeding costs under consideration, respectively.

Table 4.4: Agricultural output, subsidies, feed cost and gross income in the Czech Republic'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 1.08 1.23 1.24 1.27 1.29 1.31 1.31 1.32 1.34 1.36 1.39
Subsidies/SFP 2000=1 1.00 2.82 2.96 3.20 3.43 3.63 3.58 3.50 3.71 3.69 3.67 3.65
Feeding costs 2000=1 1.00 0.81 0.94 1.00 1.03 1.02 1.02 1.02 1.04 1.05 1.07 1.09
Gross agric. income 2000=1 1.00 1.36 151 1.53 1.59 1.63 1.65 1.65 1.68 1.69 1.71 1.73

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Czech AGMEMOD Model (2006)

The share of subsidies/SFP in the agricultural output value under consideration is projected to
increase from 8% in 2000 to 19% in 2005 and from then on to remain stable, due to accession
to the EU and the increase in total SFP payments to the full amount for the Czech Republic in
2013. From 2005 to 2015, the Baseline projection indicates that agricultural output value in
the Czech Republic will increase by 39%, with most of this growth due to the projected
increase in prices. Czech gross agricultural income over the Baseline projection period is
expected to increase — ceteris paribus - by almost 73% .
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Table 4.5: Baseline results concerning main agricultural commodities in the Czech Republic

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Total grains
Production 1,000 ton 6017 7043 7729 7764 7791 7849 7814 7769 7798 7764 7742 7726
Domestic use 1,000 ton 5869 5457 5603 5621 5620 5659 5662 5684 5669 5692 5686 5714
Soft wheat
Production 1,000 ton 4084 4145 4619 4687 4716 4756 4734 4710 4729 4705 4693 4683
Domestic use 1,000 ton 3661 3075 3340 3344 3356 3376 3390 3395 3393 3398 3407 3415
Producer price euro/ton 87 83 97 100 101 101 102 103 103 104 105 106
Durum wheat
Production 1,000 ton
Domestic use 1,000 ton
Producer price euro/ton
Barley
Production 1,000 ton 1629 2195 2639 2602 2599 2620 2613 2591 2594 2587 2576 2570
Domestic use 1,000 ton 1865 1905 1837 1851 1837 1853 1838 1853 1837 1854 1837 1854
Producer price euro/ton 85 89 93 95 98 98 99 100 102 103 105 106
Maize
Production 1,000 ton 304 703 471 475 475 473 467 469 475 472 472 472
Domestic use 1,000 ton 343 477 425 426 427 430 433 436 438 440 442 445
Producer price euro/ton 106 92 115 117 120 121 122 124 125 127 129 131
Rye
Production 1000 tons
Domestic use 1000 tons
Producer price euro/ton
Other grains
Production 1000 tons
Domestic use 1000 tons
Producer price euro/ton
Total oilseeds
Production 1,000 ton 910 864 789 725 753 770 812 856 875 890 901 919
Domestic use 1,000 ton 624 737 752 768 7 784 791 794 796 797 798 798
Rapeseed
Production 1,000 ton 844 769 711 655 681 696 734 774 791 804 813 829
Domestic use 1,000 ton 580 702 709 723 733 741 746 749 751 752 752 752
Producer price euro/ton 171 189 207 220 229 225 224 227 230 233 237 240
Sunflower
Production 1,000 ton 65 95 78 69 72 74 78 82 85 86 87 89
Domestic use 1,000 ton 44 35 43 45 44 44 44 45 45 46 46 46
Producer price euro/ton 206 215 247 258 265 266 268 272 277 282 287 291
Soybeans
Production 1,000 ton
Domestic use 1,000 ton
Producer price euro/ton
Beef and veal
Production 1,000 ton 208 149 308 300 294 291 287 283 278 274 270 267
Domestic use 1,000 ton 242 170 191 184 178 172 166 163 161 159 157 155
Producer price euro/100 kg 99 115 102 105 106 107 108 109 111 113 115 117
Pig meat
Production 1,000 ton 584 472 518 518 520 524 527 526 521 520 522 523
Domestic use 1,000 ton 596 585 648 648 645 642 640 642 645 643 642 641
Producer price euro/100 kg 100 109 106 107 112 114 117 116 116 119 122 125
Poultry meat
Production 1,000 ton 294 322 347 362 363 362 362 362 363 364 364 364
Domestic use 1,000 ton 305 356 370 370 371 371 372 372 373 373 373 374
Producer price euro/100 kg 61 71 79 79 80 82 82 83 84 86 87 88
Sheep meat
Production 1,000 ton
Domestic use 1,000 ton
Producer price euro/100 kg
Fluid milk
Production 1,000 ton 2708 2602 2720 2720 2720 2720 2720 2720 2720 2720 2720 2720
Domestic use 1,000 ton 594 613 629 639 644 647 650 652 655 657 658 660
Whole sale price euro/100 kg 21 28 24 24 25 25 25 26 26 26 27 27
Butter
Production 1,000 ton 66 66 65 68 69 69 69 69 69 70 70 70
Domestic use 1,000 ton 42 42 41 41 41 41 41 41 41 41 41 41
Whole sale price euro/100kg 199 306 250 251 255 258 261 264 268 272 277 281
SMP
Production 1,000 ton 36 37 43 45 46 45 45 46 46 46 46 46
Domestic use 1,000 ton 8 10 9 9 9 9 9 9 10 10 10 10
Whole sale price euro/100kg 184 182 163 163 166 167 169 171 173 176 178 181
WMP
Production 1,000 ton 20 20 18 18 18 17 17 17 17 17 17 16
Domestic use 1,000 ton 3 4 7 7 7 7 7 7 7 7 7 7
Whole sale price euro/100kg 186 213 204 211 217 219 222 226 230 235 240 244
Cheese
Production 1,000 ton 116 130 94 85 84 85 85 86 86 86 86 86
Domestic use 1,000 ton 108 107 100 101 102 102 104 104 104 105 105 105
Whole sale price euro/100kg 244 321 303 303 306 311 314 317 321 325 329 334

Source: Czech AGMEMOD Model (2006)
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4.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU MS.

The projection for macroeconomic indicators, world prices and intervention prices are the
same as in the Baseline. Assumptions on agricultural policies differ from the Baseline in two
respects: (1) full decoupling is assumed from 2007, so all nationally financed top-up
payments from 2007 on are assumed to be fully decoupled from production and paid at the
same rate for each hectare of agricultural land; and (2) modulation is assumed in the Czech
Republic as follows. The SAPS envelope does not reach the full 100% amount but peaks at
95%, i.e. 5% modulation. In the Czech Republic the modulation of SFP will mean decreased
support from 2012 onwards.

Main Results

The impact of full decoupling in other EU MS on Czech agricultural commodity markets is
reflected in the development of prices which clear the sub-models of the Czech agricultural
commodity markets. However, the implementation of full decoupling across all EU MS leads
to somewhat small increases in the supply-inducing prices that are used in the Czech
AGMEMOD sub-model.

Table 4.6 and Table 4.7 compare the Czech AGMEMOD model’s projections under the FCR
scenario with the Baseline projections. The remainder of this section comments on these
results.

Grains and oilseed sectors

The impact of the FCR scenario on Czech grain markets, compared to the Baseline
projections, are, as expected, quite modest. Under the FCR scenario EU grain prices are
projected to increase slightly due to the full decoupling of arable aid direct payments in all
EU MS. The projected consequence of these price increases on Czech grain prices is
negligible compared to Baseline levels. The impact of the decoupled “top-up” payments are
relatively small and have only a minor effect on production.

Normally, a modest increase in prices would be expected (ceteris paribus) to reduce the
domestic use of cereals somewhat compared with the Baseline. This expected contraction of
domestic use is almost invisible in the Czech case, due to the very modest scale of the price
changes projected under the FCR scenario.

Livestock and dairy sectors

The impact of the FCR scenario on Czech livestock markets compared to the Baseline
projections is again quite small. This is a consequence of the already decoupled nature of EU
funded direct payments under the Baseline.

Agricultural income

It was expected that the somewhat higher agricultural commodity prices under the FCR
scenario and the modest increases in the levels of production in response to the projected
price increases would lead to an increase in Czech agricultural income. Compared to the
Baseline, however, Czech agricultural incomes decrease over the period to 2009 under the
FCR scenario (see Table 4.6). This projected development is due to lower subsidy receipts in
Czech agriculture under the FCR scenario. The reduction in direct payments more than
offsets the small increase in agricultural output value as these were hardly affected by
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changed price and production levels. From 2009 onwards, projected agricultural income is set
to rise in line with increasing subsidies and is projected to increase until 2011 and to decline
from that point onwards due to modulation of the decoupled SFP.

Table 4.6: Czech Republic agricultural output and income FCR Scenario (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 01%  00%  -01%  0.0% 00%  -02% -01% -01% -0.1%
Subsidies/SFP 7.4%  -35%  -02%  2.6% 57%  -5.0% -50% -5.0% -5.0%
Feeding costs 0.0% 0.0% 0.5% 0.5% 0.5% 0.3% 0.2% 0.0% 0.0%
Gross agric. income -1.8% -0.8% -0.3% 0.5% 1.2% -1.5% -1.4% -1.3% -1.2%

Source: Czech AGMEMOD Model (2006)
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Table 4.7: Czech Republic: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Total grains
Production -0.64% -0.35% -7.86% 0.28% 0.68% -0.79% -0.70% -0.67% -0.64%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Soft wheat
Production -0.64%  -0.29% -0.11% 0.30% 0.65% -0.87% -0.62% -0.59% -0.56%
Domestic use 0.00% 0.00% 0.00% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%
Producer price 0.02% 0.02% 0.02% 0.02% 0.02% 0.02% 0.02% 0.02%  0.02%
Durum wheat
Production
Domestic use
Producer price
Barley
Production -0.64%  -0.57% -0.27% 0.23% 0.78%  -0.54% -0.97% -0.94% -0.90%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% -0.01% -0.01%
Producer price 0.02% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03%  0.03%
Maize
Production -0.64% 0.16% 0.15% 0.39% 0.41% -1.42% -0.04% -0.03% -0.03%
Domestic use -0.01% -0.01% -0.01% -0.02% -0.02% -0.02% -0.02% -0.02% -0.02%
Producer price 0.03% 0.04% 0.05% 0.05% 0.05% 0.05% 0.06% 0.06%  0.06%
Rye
Production
Domestic use
Producer price
Other grains
Production
Domestic use
Producer price
Total oilseeds
Production 0.74% 0.43% -1.78% -2.11% -2.45% -0.32% 0.23% 0.81% 0.79%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Rapeseed
Production 0.76% 0.46% -1.75%  -2.11% -2.48%  -0.30% 0.28% 0.87% 0.85%
Domestic use 0.00% 0.00% 0.00% 0.00% -0.01% 0.00% 0.00% 0.00%  0.00%
Producer price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Sunflower
Production 0.47% 0.14% -1.99% -2.10% -2.14% -0.53% -0.23% 0.22% 0.15%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Producer price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Soybeans
Production
Domestic use
Producer price
Beef and veal
Production 0.45% 0.22% 0.03% -0.10% -0.23% 0.14% 0.13% 0.14% 0.14%
Domestic use 0.00% 0.02% 0.04% 0.06% 0.07% 0.08% 0.08% 0.09% 0.09%
Producer price 0.00% 0.10% 0.09% 0.09% 0.09% 0.09% 0.08% 0.08% 0.07%
Pig meat
Production 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Domestic use 0.00% 0.01% 0.00% 0.01% 0.00% 0.00% 0.00% 0.00%  0.00%
Producer price 0.00% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%
Poultry meat
Production 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Producer price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Sheep meat
Production
Domestic use
Producer price
Fluid milk
Production 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Whole sale price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Butter
Production 0.00% -0.01% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Whole sale price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
SMP
Production 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Whole sale price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
WMP
Production 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Whole sale price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%  0.00%
Cheese
Production -0.03%  -0.05% -0.01% 0.01% 0.03% 0.01% -0.03% -0.02% -0.02%
Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Whole sale price 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Source: Czech AGMEMOD Model (2006)

4.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
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competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is € = US$ 1.24 from 2007 onwards. In evaluating the impact of
changes in this key macroeconomic assumption on Czech agricultural markets three
alternative paths of the US dollar versus the euro (and hence US dollar versus the Czech
florin) exchange rate were analysed. Two of these involve a depreciation of the US dollar
versus the euro (and florin), with the exchange rate moving to rates of US$ 1.30 and US$
1.40 in 2007. The third projection is for the euro (and florin) to depreciate versus the dollar to
an exchange rate of € = US$ 1.00.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for the Czech Republic. We have labelled the three exchange rate sub-scenarios ERC-
1 (€ =1.00 USS), ERC-2 (€ = 1.30 US$) and ERC-3 (€ = 1.40 USS). Table 4.8 to Table 4.10
set out the results of the scenarios relative to the Baseline projections in terms of percentage
changes.

The impact of the three ERC scenarios when compared with one another and with the
Baseline projections indicate that the AGMEMOD model performs as one would have
expected. Key prices under the ECR-1 scenario, where the €/US dollar exchange rate is 1.0
from 2007, are characterised by increases. When compared with Baseline price projections,
prices under both the ERC-2 and ERC-3 scenarios, where the euro appreciates against the
dollar, decline as expected. The size of the increase in the key prices that are endogenously
determined within the AGMEMOD modelling system is in general smaller than the
percentage changes in prices that are determined exogenously to the AGMEMOD model. For
these prices the percentage change in the exchange rate from Baseline levels is fully reflected
in the euro prices for these commodities (oilseeds and oil seed meals and oils).

The impact of the changed exchange rate on commodity prices determined endogenously by
the AGMEMOD modelling system is moderated by the endogenous response of EU supply
and demand for agricultural commodities. Figure 4.1 illustrates the percentage change in four
Czech prices under each of the three ERC scenarios. The commodity prices chosen are soft
wheat, rapeseed, pork and cheese. The prices, with the exception of for rapeseed, are
endogenously determined in the AGMEMOD model.
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Figure 4.1: Czech Commodity Prices: ERC Scenarios (% A from Baseline)
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When the projections for Czech commodity markets under the ECR-1 scenario are compared
with the Baseline, market clearing prices are generally higher. These higher prices are
associated with small increases in production of most agricultural commodities and
somewhat reduced domestic use.

The two exchange rate change scenarios, labelled ECR-2 and ECR-3, involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007 under the ECR-2, the € = § 1.30, while under ECR-3 the exchange
rate is assumed to be 1.40 from 2007. As expected, the projections for the Czech Republic
under both scenarios are characterised by similar changes in prices, quantities supplied and
demanded. Under each of the € / US dollar exchange rate scenarios, market prices in the
Czech Republic are projected to be lower than under the Baseline, with an often concomitant
increase in the volume of domestic production and small increases in domestic use. The scale
of the impact on prices and supply and use balances is, as expected, greater under ECR-3 than
ECR-2.

Agricultural income

Total subsidy receipts are influenced by the exchange rate shocks. The main effect follows
from the impact of exchange rate changes on gross agricultural income (ceteris paribus)
projected to occur due to changes in agricultural output value. Higher prices in the ERC-1
scenario would lead to increased values for these agricultural outputs, while the opposite is
the case in the ERC-2 and ERC-3 scenarios (Figure 4.2).



Czech Country Level Results

Figure 4.2: Czech Republic: Gross agriculture income in ERC Scenarios (% A from Baseline)
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Table 4.8: Czech Republic: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Total grains
Production 0.0% -0.3% -7.8% 0.0% 0.0% 0.2% 0.3% 0.4% 0.4%
Domestic use -0.1% 0.1% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Soft wheat
Production 0.0% -0.4% 0.1% -0.1% 0.0% 0.1% 0.2% 0.3% 0.3%
Domestic use -0.1% 0.2% 0.0% 0.1% 0.2% 0.2% 0.1% 0.1% 0.1%
Producer price 1.8% 0.9% 1.8% 2.4% 2.4% 2.2% 2.0% 1.8% 1.6%
Durum wheat
Production
Domestic use
Producer price
Barley
Production 0.0% -0.2% 0.2% 0.2% 0.3% 0.6% 0.8% 0.9% 0.9%
Domestic use 0.0% 0.0% 0.1% 0.1% 0.1% 0.2% 0.2% 0.3% 0.3%
Producer price 1.3% 1.2% 1.8% 2.4% 2.7% 2.7% 2.5% 2.3% 2.0%
Maize
Production 0.0% -0.3% -0.7% -0.8% -1.1% -1.4% -1.4% -1.3% -1.2%
Domestic use -0.5% -0.3% -0.5% -0.6%  -0.6% -0.6% -0.5% -0.4% -0.4%
Producer price 0.8% 0.7% 1.0% 1.3% 1.4% 1.4% 1.2% 1.1% 1.0%
Rye
Production
Domestic use
Producer price
Other grains
Production
Domestic use
Producer price
Total oilseeds
Production 0.0% -1.0% -0.5% -0.9% -1.1% -1.1% -0.9% -0.8% -0.7%
Domestic use 0.0% 0.0% 0.2% 0.3% 0.4% 0.6% 0.7% 0.8% 0.8%
Rapeseed
Production 0.0% -1.1% -0.6% -1.0% -1.2% -1.2% -1.1% -1.0% -0.8%
Domestic use 0.0% 0.2% 0.3% 0.5% 0.6% 0.8% 0.9% 1.0% 1.0%
Producer price 5.3% 2.6% 5.0% 6.4% 6.3% 5.6% 4.9% 4.3% 3.6%
Sunflower
Production 0.0% -0.3% 0.2% 0.1% 0.3% 0.4% 0.5% 0.6% 0.6%
Domestic use 0.0% -2.9% -1.8% -2.8% -3.6% -3.7% -3.3% -3.0% -2.6%
Producer price 2.4% 1.2% 2.3% 2.8% 2.8% 2.5% 2.2% 1.9% 1.6%
Soybeans
Production
Domestic use
Producer price
Beef and veal
Production -0.2% -0.1% -0.2% -0.2%  -0.2% -0.2% -0.2% -0.2% -0.1%
Domestic use -0.8% -1.0% -1.7% -2.5% -3.2% -3.6% -3.8% -3.9% -3.9%
Producer price 1.2% 0.6% 1.0% 1.3% 1.2% 1.1% 0.9% 0.8% 0.7%
Pig meat
Production 0.8% 1.1% 1.1% 1.7% 1.9% 1.6% 1.4% 1.2% 1.1%
Domestic use -0.7% -0.4% -0.7% -1.0% -0.9% -0.8% -0.7% -0.6% -0.5%
Producer price 4.4% 2.1% 4.4% 5.9% 5.6% 4.8% 4.3% 3.8% 3.3%
Poultry meat
Production 0.0% -0.5% -0.2% -0.4%  -0.5% -0.5% -0.4% -0.4% -0.3%
Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Producer price 0.2% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4% 0.3% 0.3%
Sheep meat
Production
Domestic use
Producer price
Fluid milk
Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Domestic use 0.0% -0.1% -0.2% -0.2% -0.3% -0.4% -0.4% -0.4% -0.4%
Whole sale price 0.3% 0.7% 0.9% 1.3% 1.7% 2.0% 2.1% 2.1% 2.0%
Butter
Production 0.4% 0.2% 0.4% 0.5% 0.4% 0.4% 0.3% 0.3% 0.2%
Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0%
Whole sale price 0.5% 0.3% 0.5% 0.6% 0.6% 0.6% 0.5% 0.5% 0.4%
SMP
Production 1.7% 0.9% 1.6% 2.0% 1.9% 1.7% 1.5% 1.3% 1.1%
Domestic use 0.2% -0.5% -0.6% -0.9% -1.3% -1.6% -1.8% -1.8% -1.8%
Whole sale price 0.7% 0.4% 0.7% 0.9% 0.9% 0.8% 0.8% 0.7% 0.6%
WMP
Production 0.3% 0.2% 0.3% 0.4% 0.5% 0.4% 0.4% 0.3% 0.3%
Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Whole sale price 1.7% 0.9% 1.7% 2.1% 2.1% 1.9% 1.6% 1.4% 1.2%
Cheese
Production -1.1% -0.5% -1.0% -1.1% -1.1% -0.9% -0.7% -0.5% -0.4%
Domestic use 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Whole sale price 0.0% 0.8% 1.0% 1.5% 2.1% 2.6% 2.8% 2.9% 2.8%

Source: Czech AGMEMOD Model (2006)
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Table 4.9: Czech Republic: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Total grains
Production 0.0% 0.4% -7.7% -0.2% -0.4% -0.3% -0.3% -0.3% -0.3%
Domestic use 0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Soft wheat
Production 0.0% 0.4% 0.3% -0.2% -0.3% -0.3% -0.2% -0.2% -0.2%
Domestic use 0.1% -0.1% -0.3% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1%
Producer price -2.0% -2.9% -2.1% -1.7% -1.8% -2.0% -2.2% -2.4% -2.6%
Durum wheat
Production
Domestic use
Producer price
Barley
Production 0.0% 0.3% 0.1% -0.5% -0.8% -0.8% -0.7% -0.7% -0.8%
Domestic use 0.0% 0.0% -0.1% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3%
Producer price -1.5% -2.7% -2.6% -2.3% -2.2% -2.3% -2.5% -2.8% -3.1%
Maize
Production 0.0% 0.3% 1.1% 1.5% 1.3% 1.2% 1.1% 1.2% 1.4%
Domestic use 0.5% 0.8% 0.6% 0.5% 0.5% 0.5% 0.5% 0.6% 0.6%
Producer price -0.9% -1.6% -1.4% -1.2% -1.1% -1.2% -1.3% -1.4% -1.5%
Rye
Production
Domestic use
Producer price
Other grains
Production
Domestic use
Producer price
Total oilseeds
Production 0.0% 1.1% 1.6% 1.1% 0.8% 0.8% 0.8% 0.9% 0.9%
Domestic use 0.0% 0.0% -0.2% -0.5% -0.6% -0.7% -0.7% -0.8% -0.8%
Rapeseed
Production 0.0% 1.2% 1.8% 1.3% 0.9% 0.9% 1.0% 1.1% 1.1%
Domestic use 0.0% -0.2% -0.5% -0.7% -0.9% -0.9% -1.0% -1.0% -1.0%
Producer price -5.8% -8.2% -5.9% -4.5% -4.5% -5.0% -5.4% -5.9% -6.3%
Sunflower
Production 0.0% 0.3% 0.0% -0.5% -0.6% -0.6% -0.5% -0.5% -0.6%
Domestic use 0.0% 3.2% 5.1% 4.0% 3.0% 2.8% 3.1% 3.3% 3.6%
Producer price -2.6% -3.7% -2.6% -2.0% -2.0% -2.2% -2.4% -2.6% -2.7%
Soybeans
Production
Domestic use
Producer price
Beef and veal
Production 0.2% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Domestic use 0.9% 2.1% 2.8% 3.2% 3.5% 3.8% 4.2% 4.6% 52%
Producer price -1.3% -1.8% -1.2% -0.9% -0.9% -0.9% -1.0% -1.1% -1.2%
Pig meat
Production -0.8% -2.0% -2.0% -1.5% -1.3% -1.3% -1.4% -1.6% -1.8%
Domestic use 0.8% 1.1% 0.9% 0.7% 0.6% 0.7% 0.8% 0.9% 1.0%
Producer price -4.8% -6.8% -5.1% -4.0% -3.9% -4.2% -4.7% -5.3% -5.8%
Poultry meat
Production 0.0% 0.5% 0.7% 0.5% 0.4% 0.4% 0.4% 0.5% 0.5%
Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Producer price -0.2% -0.5% -0.5% -0.4% -0.3% -0.3% -0.4% -0.4% -0.4%
Sheep meat
Production
Domestic use
Producer price
Fluid milk
Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Domestic use 0.0% 0.2% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4% 0.4%
Whole sale price -0.4% -1.1% -1.6% -1.8% -1.8% -1.9% -2.0% -2.2% -2.3%
Butter
Production -0.5% -0.7% -0.4% -0.3% -0.3% -0.3% -0.3% -0.4% -0.4%
Domestic use 0.0% -0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1%
Whole sale price -0.5% -0.8% -0.6% -0.5% -0.5% -0.5% -0.6% -0.6% -0.7%
SMP
Production -1.8% -2.7% -1.8% -1.3% -1.3% -1.5% -1.6% -1.7% -1.8%
Domestic use -0.3% 0.4% 1.3% 1.6% 1.6% 1.6% 1.7% 1.7% 1.8%
Whole sale price -0.8% -1.2% -0.9% -0.7% -0.7% -0.8% -0.9% -1.0% -1.0%
WMP
Production -0.4% -0.6% -0.4% -0.3% -0.3% -0.4% -0.4% -0.5% -0.5%
Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Whole sale price -1.8% -2.7% -1.9% -1.5% -1.5% -1.6% -1.8% -2.0% -2.1%
Cheese
Production 1.2% 1.7% 1.0% 0.6% 0.6% 0.7% 0.8% 0.8% 0.9%
Domestic use 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2%
Whole sale price 0.0% -0.9% -2.0% -2.4% -2.5% -2.5% -2.7% -2.9% -3.1%

Source: Czech AGMEMOD Model (2006)
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Table 4.10: Czech Republic: ERC-3 Scenario € = USS$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Total grains
Production 0.0% 0.5% -7.7% -0.3% -0.5% -0.5% -0.4% -0.4% -0.5%
Domestic use 0.2% 0.0% -0.2% -0.2% -0.1% -0.1% -0.1% -0.2% -0.2%
Soft wheat
Production 0.0% 0.6% 0.3% -0.3% -0.4% -0.4% -0.3% -0.3% -0.3%
Domestic use 0.2% -0.2% -0.3% -0.3% -0.2% -0.1% -0.1% -0.2% -0.2%
Producer price -2.9% -3.8% -3.1% -2.7% -2.7% -3.0% -3.2% -3.4% -3.6%
Durum wheat
Production
Domestic use
Producer price
Barley
Production 0.0% 0.4% 0.0% -0.7% -1.1% -1.1% -1.1% -1.1% -1.2%
Domestic use 0.0% -0.1% -0.1% -0.2% -0.3% -0.3% -0.4% -0.4% -0.5%
Producer price -2.1% -3.6% -3.7% -3.4% -3.3% -3.5% -3.7% -4.0% -4.3%
Maize
Production 0.0% 0.5% 1.6% 2.1% 1.9% 1.8% 1.8% 1.9% 2.0%
Domestic use 0.8% 1.1% 0.9% 0.8% 0.7% 0.7% 0.8% 0.8% 0.8%
Producer price -1.3% -2.1% -2.0% -1.8% -1.7% -1.8% -1.9% -2.0% -2.1%
Rye
Production
Domestic use
Producer price
Other grains
Production
Domestic use
Producer price
Total oilseeds
Production 0.0% 1.6% 2.1% 1.6% 1.2% 1.2% 1.3% 1.3% 1.3%
Domestic use 0.0% 0.0% -0.3% -0.6% -0.9% -1.0% -1.1% -1.1% -1.1%
Rapeseed
Production 0.0% 1.8% 2.3% 1.8% 1.5% 1.4% 1.5% 1.5% 1.6%
Domestic use 0.0% -0.3% -0.7% -1.0% -1.2% -1.3% -1.4% -1.5% -1.5%
Producer price -8.5% -10.8% -8.5% -7.2% -7.1% -7.5% -7.9% -8.3% -8.6%
Sunflower
Production 0.0% 0.4% -0.1% -0.7% -0.9% -0.9% -0.8% -0.9% -1.0%
Domestic use 0.0% 4.7% 6.8% 5.7% 4.8% 4.5% 4.7% 5.0% 5.2%
Producer price -3.8% -4.9% -3.8% -3.2% -3.1% -3.3% -3.5% -3.6% -3.7%
Soybeans
Production
Domestic use
Producer price
Beef and veal
Production 0.3% 0.4% 0.3% 0.3% 0.2% 0.3% 0.3% 0.3% 0.3%
Domestic use 1.4% 3.0% 4.0% 4.7% 5.3% 5.7% 6.3% 6.9% 7.6%
Producer price -1.8% -2.3% -1.7% -1.4% -1.3% -1.4% -1.5% -1.6% -1.7%
Pig meat
Production -1.2% -2.7% -2.7% -2.2% -2.0% -2.0% -2.1% -2.3% -2.4%
Domestic use 1.1% 1.5% 1.2% 1.1% 1.0% 1.0% 1.1% 1.2% 1.3%
Producer price -7.0% -9.0% -7.4% -6.4% -6.1% -6.3% -6.9% -7.4% -8.0%
Poultry meat
Production 0.0% 0.8% 1.0% 0.7% 0.6% 0.6% 0.6% 0.7% 0.7%
Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Producer price -0.4% -0.8% -0.8% -0.6% -0.5% -0.5% -0.6% -0.6% -0.6%
Sheep meat
Production
Domestic use
Producer price
Fluid milk
Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Domestic use 0.1% 0.2% 0.4% 0.5% 0.5% 0.5% 0.6% 0.6% 0.6%
Whole sale price -0.5% -1.5% -2.2% -2.5% -2.7% -2.8% -3.0% -3.2% -3.4%
Butter
Production -0.7% -0.9% -0.6% -0.5% -0.4% -0.5% -0.5% -0.5% -0.5%
Domestic use -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Whole sale price -0.8% -1.0% -0.8% -0.7% -0.7% -0.8% -0.8% -0.9% -0.9%
SMP
Production -2.6% -3.5% -2.6% -2.1% -2.1% -2.2% -2.3% -2.4% -2.5%
Domestic use -0.4% 0.6% 1.7% 2.2% 2.3% 2.4% 2.5% 2.6% 2.7%
Whole sale price -1.2% -1.6% -1.3% -1.1% -1.1% -1.2% -1.3% -1.4% -1.4%
WMP
Production -0.5% -0.8% -0.6% -0.5% -0.5% -0.6% -0.6% -0.6% -0.7%
Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Whole sale price -2.7% -3.6% -2.8% -2.3% -2.3% -2.5% -2.6% -2.8% -2.9%
Cheese
Production 1.7% 2.3% 1.5% 1.0% 1.0% 1.0% 1.1% 1.2% 1.2%
Domestic use 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Whole sale price 0.0% -1.3% -2.7% -3.3% -3.6% -3.8% -4.0% -4.2% -4.5%

Source: Czech AGMEMOD Model (2006)
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5 Denmark
Jorgen Dejgaard Jensen, Institute of Food and Resource Economics (FOI), Royal Veterinary
and Agricultural University, Copenhagen

5.1 Baseline

Table 5.1 provides a summary of the specific assumptions for Denmark on the
macroeconomic and policy variables that underlie the model’s baseline projections up to
2015.

Table 5.1: Assumptions on macroeconomic variables for Denmark

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 5.3 5.4 5.4 5.4 5.5 55 5.5 5.5 5.5 55 5.5 5.5
GDP bil. Euro97 133 146 148 151 153 156 159 161 164 167 170 173
GDP per capita  Euro97/cap 24949 26896 27297 27708 28122 28543 28971 29404 29845 30292 30745 31206
Inflation 1997=1 1.07 1.18 1.20 1.22 1.24 1.26 1.28 1.30 1.33 1.35 137 1.39

Source: Statistics Denmark

Due to the Luxembourg Agreement of 2003, most premiums have been decoupled in
Denmark from 2006 onward, the year that the SFP was introduced. In spite of this
independence, the decoupled payments could still be expected to retain some supply-inducing
impact on the Danish agricultural sector. AGMEMOD assumes that these impacts will
depend on the distributional effects of payments to other sectors in comparison with entitled
hectares and animals in the reference years (in Denmark, 18% of CAP payments in the
reference period will be re-distributed to land that was initially not subsidised), on
(compulsory) modulation effects (which will amount to 4% in 2015) and on shift rate effects
(it is assumed that each year 2.5% of arable farmers and 5% of livestock farmers will leave
the agricultural sector in Denmark). These effects are represented by the supply-inducing
multipliers in Table 5.2; the derivation and use of these multipliers is discussed in Report III -
AGMEMOD - Model description.

Table 5.2: Supply-inducing multipliers of support to Danish agriculture in the Baseline
Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 1.00 0.78 075 073 071 069 0.68 0.66 0.64 0.63 0.61
Oilseeds index 1.00 1.00 0.78 075 073 071 069 0.68 0.66 0.64 0.63 0.61
Suckler cows index 1.00 1.00 0.76 0.71 068 064 061 058 0.55 0.52 050 0.47
Milk index 1.00 1.00 0.57 054 051 049 046 044 042 0.40 0.38 0.36
Maize index 1.00 1.00 0.78 0.75 073 071 069 068 0.66 0.64 063 0.61
Ewes index 1.00 1.00 0.88 0.86 0.84 082 080 079 0.78 0.76 0.75 0.74
Sheep index 1.00 1.00 0.76 0.71 068 064 061 058 0.55 0.52 050 0.47
Bulls index 1.00 1.00 0.76 0.71 068 064 061 058 0.55 052 050 0.47

Source: Own calculations

The 2003 CAP reform changed the direct payments that apply in the Danish AGMEMOD
cereal, oilseed, livestock and dairy sub-sector models. From 2006, premiums for suckler cows
and bulls are fully decoupled from livestock production, and premiums for adult cattle
slaughtering and ewes are partially decoupled from production. In the cereals and oilseeds
regime, arable aid payments are fully decoupled from production. In the dairy sector, the
intervention prices of butter and skimmed milk powder will be reduced by 25% and 15%
compared to their levels in 2004. The dairy compensation premiums introduced as part of the
Agenda 2000 CAP reform are further increased and are expected to compensate for 64% of
the reduction in the intervention price for butter. These dairy compensation payments will be
fully decoupled from 2007 onwards. The milk quota system is assumed to continue until
2015 under the Luxembourg Agreement, and the Danish milk quota will be increased by 1%
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from 2005 to 2007.

AGMEMOD simulates the effect of the SFP by reducing the amounts of direct payments (as
used under the old scheme) to the estimated ‘synthetic’ premium levels in the MS. Based on
the coupling and decoupling rates in the key price countries, the EU combined model has
generated a new set of projections for (key) prices, production and utilisation for each year up
to 2015 for these key markets, and these key prices are the drivers of Danish commodity
prices via the key price linkage equations in the Danish AGMEMOD model.

Grain sectors

By 2015 grain prices on the French key market are projected to decrease slightly in
comparison with 2004, and hence the projections under the Baseline scenario show a similar
development for Danish prices. The decoupling of direct payments from production is
projected to lead to lower receipts from grain production. Nevertheless, under the Baseline,
Danish soft wheat and barley areas harvested are projected to remain fairly constant through
the projection period (2005 to 2015). As a result of projected increasing yields per hectare,
total grain production in Denmark is projected to increase over the Baseline period. The use
of grains in Denmark is expected to decrease slightly, most of the decline in domestic use
being related to reductions in the use of barley, as the price of barley increases relative to that
of soft wheat.

Livestock and dairy sectors

Under the Baseline the Danish suckler cow herd is projected to decrease, leading to a 9%
reduction in the production of beef and veal between 2005 and 2015. In Denmark domestic
use of beef and veal is projected under the Baseline to follow a rising trend, so that by 2015
domestic use of beef is projected to be 5% higher than in 2005. This projected increase in
consumption and decline in indigenous production leads to projections of higher net imports
of beef into Denmark over the Baseline period.

The 2003 CAP reform will not bear directly on pig or poultry producers, but will affect them
through the markets for meat and supplies of grains and other feed ingredients. Pork
production is projected to grow at a moderate rate (4%) over the Baseline period 2005-2015,
resulting from a combination of moderately growing pork price, increasing feed prices and a
growth in productivity in the pig sector. The Danish AGMEMOD model’s Baseline results
project a slight increase in Danish pigmeat domestic use. Under the Baseline the production
of poultrymeat in Denmark, as well as its consumption, are projected to continue a rising
trend, leading to a projected increase in the net export of poultrymeat from Denmark over the
period 2005-2015.

The cuts in butter intervention prices (25% from 2004) in the Baseline scenario are reflected
in market prices, which decrease by 8% from 2005 to 2015. By 2008 the prices on the
German key market are likely to be 25% below the 2004 levels and remain there. Projections
of the impact of the Luxembourg CAP reform scenario on Denmark show a similar — albeit
more moderate — cut in the butter price. Despite this, Danish butter production is projected to
increase by 6% from 2005 to 2015. Dairy cow milk production, however, will continue at the
quota level and is projected to grow by a very small amount over the projection period (thus
filling the marginally expanded quota). The demand for butter in Denmark under the Baseline
increases as a result of the lower butter price and positive trend developments. Baseline
projections for the Danish cheese market indicate that consumption of cheese will grow by
some 20% between 2005 and 2015. Table 5.3 summarises the baseline projections for the
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main agricultural commodities in Denmark.

Agricultural income

Although the AGMEMOD country models cover a restricted set of agricultural commodities
and only include feedstuffs when modelling input expenditure, it is possible to approximate
the development of gross agricultural sector income. This is based on the developments of
agricultural output value, subsidies (direct payments and SFP) and the feed costs,
respectively. The projected development in these figures is set out in Table 5.4.

Table 5.3: Agricultural output, subsidies, feed cost and gross income in Denmark’

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 100 093 089 091 09 097 098 097 096 098 1.00 1.02
Subsidies/SFP 2000=1 100 128 115 123 129 129 129 129 129 129 129 1.29
Feeding costs 2000=1 100 08 078 084 083 08 083 082 083 084 084 084
Gross agric. income 2000=1 1.00 1.04 098 0.99 1.04 106 109 107 1.06 1.08 1.11 1.13

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Danish AGMEMOD Model (2006)

The Baseline projection for Danish agricultural output value is that total output value will
decline over the period 2005 to 2007, followed by an increase from 2007 onwards. Subsidies
(including SFP) to Danish farmers are projected to decrease from 2005 to 2007, in part due to
modulation of the SFP. Due particularly to lower prices for oilseed meals, projected feed
costs in Danish agriculture will decrease from 2000 to 2006, followed thereafter by moderate
increases to the end of the projection period. As a consequence of these developments, the
Baseline projection for Danish gross agricultural income is for it to decrease by 6% or 7% in
the first two years of the reform, and thereafter to recover (assuming that the output value of
commodities not modelled in AGMEMOD, as well as inputs other than feeds, remain
constant).

5.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU Member States.
Single Payment Scheme (SPS) payments in EU15 MS are, above certain amounts, also
subject to modulation. The FCR scenario, described in Report Il AGMEMOD - Model
description, involves effectively standardising the MS' currently nationally differentiated
CAP implementation plans by imposing full decoupling from 2007, while the rates of
compulsory modulation associated with the current SPS are increased to 10% from 2007
onwards. Denmark chose to decouple most direct payments from production (with the above
exceptions involving the only partial decoupling of the adult cattle slaughtering premium, and
the ewes and starch potatoes premiums) and to base payments on a hybrid model with equal
payments per hectare for all farmers, but with additional payments per hectare for cattle
farmers depending on the milk quota owned by the farm and cattle premiums received by the
farm in 2000-2002.
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Table 5.4: Baseline results concerning main agricultural commodities, Denmark

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 8052 8371 8433 8497 8571 8469 8705 8764 8824 8876 8940 9003

Domestic use 1,000 ton 5078 4972 4662 4681 4803 4795 4737 4704 4679 4675 4647 4600
Soft wheat

Production 1,000 ton 4482 4718 4798 4841 4876 4891 4901 4908 4922 4933 4949 4962

Domestic use 1,000 ton 2800 2566 2490 2507 2582 2614 2607 2606 2611 2630 2642 2648

Producer price euro/ton 112 108 108 110 112 112 111 112 112 113 113 114
Durum wheat

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 o] 0 0 0 0o 0 0 o] o] o] 0
Barley

Production 1,000 ton 3570 3653 3635 3655 3695 3751 3805 3855 3902 3943 3991 4041

Domestic use 1,000 ton 2264 2394 2160 2164 2209 2170 2119 2088 2058 2034 1995 1943

Producer price euro/ton 112 100 102 104 107 107 107 108 108 110 111 112
Maize

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 14 12 11 11 11 11 11 10 10 10 10 9

Producer price euro/ton 122 105 105 108 111 111 110 110 110 111 111 111
Rye

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0] 0] 0] 0

Producer price euro/ton 0 o] 0 0 0 0 0 0 o] [o] o] 0

Other grains

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0] 0] 0] 0

Producer price euro/ton 0 0 0 0 0 0 0 0 o] o] o] 0
Total oilseeds

Production 1,000 ton 404 480 457 451 471 490 498 498 495 495 497 498

Domestic use 1,000 ton 583 676 694 706 723 744 763 782 799 815 830 843
Rapeseed

Production 1,000 ton 404 480 457 451 471 490 498 498 495 495 497 498

Domestic use 1,000 ton 367 399 402 401 402 405 407 408 409 410 411 412

Producer price euro/ton 206 213 214 243 259 244 235 235 233 232 230 228
Sunflower

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 79 79 79 79 79 79 79 79 79 79 79 79

Producer price euro/ton 237 227 234 270 289 274 265 265 264 262 259 256
Soybeans

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 136 198 213 226 243 260 276 294 310 325 340 352

Producer price euro/ton 216 199 192 220 240 228 221 224 224 223 222 221
Beef and veal

Production 1,000 ton 196 191 191 188 186 184 182 180 178 177 175 174

Domestic use 1,000 ton 101 102 102 102 103 104 106 106 106 106 107 108

Producer price euro/100 kg 142 132 131 136 138 135 133 133 133 135 137 139
Pig meat

Production 1,000 ton 1686 1733 1740 1747 1754 1762 1770 1776 1782 1788 1795 1801

Domestic use 1,000 ton 355 372 381 385 381 378 376 380 385 384 384 384

Producer price euro/100 kg 116 101 92 93 99 102 104 101 98 101 104 107
Poultry meat

Production 1,000 ton 178 188 190 192 194 196 198 200 202 204 206 208

Domestic use 1,000 ton 69 71 72 73 73 74 75 75 76 76 77 78

Producer price euro/100 kg 69 65 63 62 62 62 61 59 58 58 57 56
Sheep meat

Production 1,000 ton 2 2 2 2 2 2 2 2 2 2 2 2

Domestic use 1,000 ton 6 6 6 6 6 6 6 6 7 7 7 7

Producer price euro/100 kg 134 140 139 139 139 139 139 138 138 138 137 137
Fluid milk

Production 1,000 ton 4794 4802 4803 4804 4805 4807 4809 4810 4812 4814 4815 4817

Domestic use 1,000 ton 4646 4654 4655 4656 4657 4659 4661 4662 4664 4666 4667 4669

Farm gate price euro/100 kg 4 4 4 3 3 3 3 3 3 4 4 4
Butter

Production 1,000 ton 76 82 82 84 84 84 85 85 86 86 87 87

Domestic use 1,000 ton 51 60 62 64 66 68 70 73 75 77 80 82

Whole sale price euro/100kg 384 349 325 317 320 318 317 318 319 320 321 322
SMP

Production 1,000 ton 27 23 20 21 22 22 22 23 24 25 25 26

Domestic use 1,000 ton 14 19 20 20 20 20 20 20 19 19 19 19

Whole sale price euro/100kg 22 17 16 16 16 16 16 16 16 16 16 16
WMP

Production 1,000 ton 94 84 81 79 78 77 75 74 73 72 71 69

Domestic use 1,000 ton 16 15 15 15 15 15 15 15 15 15 14 14

Whole sale price euro/100kg 274 218 204 199 202 201 200 200 201 202 203 203
Cheese

Production 1,000 ton 337 334 337 336 336 338 339 339 339 340 341 342

Domestic use 1,000 ton 86 99 101 106 108 109 111 113 116 117 119 120

Whole sale price euro/100kg 461 464 468 453 454 464 466 464 465 468 473 479

Source: Danish AGMEMOD Model (2006)

Danish farmers receiving single farm payments (SFP) in excess of € 5 000 were, like other
farmers in the EU15 MS, subject to modulation at rates that from 2007 will be 5%.
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Due to the extensive decoupling of agricultural support in Denmark in the Baseline, the
further CAP reform scenario, involving the “full” decoupling of all CAP direct payments and
increased rates of modulation, is not expected, a priori, to have any major effect on the supply
and use of agricultural commodities in Denmark, but some minor effects could be expected —
due to the direct impact of further decoupling and modulation in Denmark, and indirect
impacts due to the price effects of further reform on agriculture in the EU as a whole. Full
decoupling of CAP payments in all EU MS could be expected to alter the supply and use
balance in EU agricultural commodity markets since many MS have chosen to only partially
decouple some direct payments. The further CAP reform scenario results presented below in
Table 5.5 however indicate that the impact on Danish agricultural commodity markets of
introducing full decoupling in other MS and the increased rates of compulsory modulation is
somewhat limited.

Main Results

The impact of full decoupling in other EU MS on Danish agricultural commodity markets is
reflected in the development of EU key prices, which feed back to Danish commodity prices.
However, the implementation of full decoupling across all EU MS leads to rather small
increases in supply-inducing prices in Denmark. Table 5.5 and Table 5.6 compare the Danish
AGMEMOD model’s projections under the FCR scenario with the Baseline projections. The
remainder of this section comments on these results.

Grains and oilseed sectors

The impact of the FCR scenario on Danish grain markets is projected to be small when
compared with the Baseline projections. under ht further CAP reform scenario only a small
decrease in the domestic use of wheat is detected as a result of the lower feed demand from
the beef and sheep sectors. An important reason for the modest effect is that the AGMEMOD
crop commodities in the analysis were already fully decoupled in the Baseline and hence the
main effect of decoupling of direct payments was already projected under the Baseline
described in Section 5.1.

Livestock and dairy sectors

The Baseline projection discussed earlier showed that beef and veal production decreased,
over the projection period 2005 to 2015, by around 9% in Denmark due to the decoupling of
animal premiums. The impact of the FCR scenario on Danish livestock markets is, as was the
case with the arable sector, also rather small compared to the Baseline projection. The further
decoupling of premiums for cattle slaughtering and sheep means a small further decrease in
the production of beef, veal and lamb meat in the FCR scenario. As the economic conditions
for pig and poultry production are not affected by the further CAP reform scenario, the FCR
scenario does not change the pattern of development for these commodities — neither for
production nor for domestic use.

The FCR scenario seems to have no impact on the Danish prices of butter, SMP and WMP,
and hence on the composition of dairy products.
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Table 5.5: Denmark: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.00% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soft wheat

Production -0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 5.2% -12.8% -17.2% -11.7% 1.9% 9.5% 4.6% 2.3% 3.5%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.0% -0.2% -0.2% -0.3% -0.3% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.4% 0.3% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production -0.2% -0.3% -0.5% -0.7% -0.8% -0.9% -1.1% -1.2% -1.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -0.1% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Farm gate price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale pric 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale pric 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale pric 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale pric 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Danish AGMEMOD Model (2006)

Agricultural income
Compared to the Baseline, Danish agricultural incomes decrease under the FCR scenario
(Table 5.6) due to lower subsidy receipts (due to the increase in the rate of modulation). This
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reduction more than offsets the small projected decrease in feed costs caused by the projected
fall in animal numbers as a result of full decoupling, thus leading to a projected reduction in
gross agricultural income in Danish agriculture of approximately 1%.

Table 5.6 : Denmark: Agricultural output and income under FCR Scenario (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Subsidies/SFP -4.6% -4.6% -4.6% -4.6% -4.6% -4.6% -4.6% -4.6% -4.6%
Feeding costs 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1%

Gross agric. incom -1.2% -1.1% -1.1% -1.1% -1.1% -1.1% -1.1% -1.1% -1.0%
Source: Danish AGMEMOD Model (2006)

5.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is important in terms of the impact of
world agricultural commodity prices on EU agricultural markets and for the competitiveness
of EU agricultural commodities on world markets. Under the Baseline, the exchange rate
projection is € = US$ 1.24 from 2007 onwards. In order to assess the sensitivity of the results
with respect to this exchange rate assumption, three alternative assumptions about the US
€/US$ exchange rate have been analysed. In one scenario, the euro is assumed to depreciate
versus the dollar with an exchange rate of € = 1 US$ from 2007 and onwards (ERC-1). The
other two projections involve a depreciation of the US dollar against the euro, with the
exchange rate moving to $1.30 (ERC-2) and $1.40 dollar (ERC-3) in 2007.

For most agricultural commodities, exchange rate changes operate by impacting on the key
price projections generated by the AGMEMOD model. However, prices of a number of
commodities, such as oilseeds and their associated meals and oils, are not determined
endogenously in the model, as the supply-inducing prices for European farmers are assumed
to be world prices (in dollars), converted into national currency equivalents. For such
products, any change in the exchange rate will have a direct impact on national currency
prices and on the associated supplies of and demands for the commodity in question.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario results for
Denmark. Table 5.7 to Table 5.9 set out the results of the scenarios relative to the Baseline
projections in terms of percentage deviations from the Baseline.

The impact of the three ERC scenarios when compared with each other and with the Baseline
projections indicate that the AGMEMOD model performs as was expected a priori. Hence,
projected key prices increase under the ECR-1 scenario, where the € = US$ 1.00 from 2007,
whereas they decrease in both the ERC-2 and ERC-3 scenarios, where the euro appreciates
against the dollar. Figure 5.1 charts the percentage change in four of the most important
Danish prices under each of the three ERC scenarios: soft wheat, pork, butter and cheese.
These prices are all determined endogenously in the AGMEMOD model.
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Figure 5.1 : Danish Commodity Prices: ERC Scenarios (% A from Baseline)
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When the projections for Danish commodity markets under the ECR-1 scenario are compared
with the Baseline, market clearing prices are seen to be generally higher. These higher prices
are associated with small increases in production of most agricultural commodities and
somewhat reduced domestic use.

In contrast to the ECR-1 scenario, the two other exchange rate change scenarios (ECR-2 and
ECR-3) involve increases in the value of the euro versus the dollar compared to the Baseline
exchange rate assumptions. As expected, the projections for Denmark under both these
scenarios exhibit similar changes in prices, quantities supplied and demanded, compared with
the Baseline. Hence, in both these scenarios, Danish market prices are projected to be lower
than under the Baseline. In most cases the projected reductions in prices are accompanied by
reductions in the volume of domestic production and small increases in domestic use. As
expected, the magnitude of the impacts on prices and supply and use balances are greater
under ECR-3 than ECR-2.

Agricultural income

Total subsidy receipts are not influenced by the exchange rate shocks since most direct
payments in Danish agriculture are decoupled from production. The main influence on gross
agricultural income (ceteris paribus) results from exchange rate changes affecting the value of
Danish agricultural output. Higher prices and production levels in the ERC-1 scenario would
lead to increased values of these agricultural outputs, while the opposite is the case in the
ERC-2 and ERC-3 scenarios (see Figure 5.2).
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Figure 5.2 : Denmark: Gross agriculture income in ERC Scenarios (% A from Baseline)
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Table 5.7 : Denmark: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.2% 0.1% 0.2% 0.2% 0.1% 0.2% 0.2% 0.2%

Domestic use -0.5% -0.4% -0.7% -1.0% -1.2% -1.3% -1.3% -1.3% -1.2%
Soft wheat

Production 0.0% 0.4% 0.1% 0.2% 0.2% 0.0% -0.1% -0.2% -0.3%

Domestic use -1.3% 0.1% -0.7% -0.8% -0.5% -0.2% -0.2% -0.2% -0.2%

Producer price 2.8% 1.4% 2.8% 3.7% 3.7% 3.4% 3.1% 2.7% 2.4%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.0% 0.1% 0.2% 0.3% 0.3% 0.6% 0.7% 0.7%

Domestic use 0.4% -1.1% -0.8% -1.4% -2.2% -2.7% -2.8% -2.8% -2.7%

Producer price 2.1% 1.9% 2.8% 3.8% 4.3% 4.3% 4.0% 3.6% 3.3%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.7% -0.2% -0.7% -1.0% -1.0% -1.1% -1.1% -1.2% -1.2%

Producer price -1.1% -1.7% -0.6% 0.8% 1.9% 2.9% 3.1% 3.5% 4.2%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% -0.5% -0.6% -0.9% -1.2% -1.5% -1.6% -1.6% -1.5%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% -0.5% -0.6% -0.9% -1.2% -1.5% -1.6% -1.6% -1.5%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 3.6% 1.7% 3.4% 4.5% 4.4% 4.0% 3.5% 3.1% 2.7%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.1% 0.3% 0.2% 0.3% 0.3% 0.2% 0.1% 0.1% 0.0%

Domestic use 1.0% 0.2% 0.9% 1.2% 1.0% 0.8% 0.7% 0.6% 0.5%

Producer price 4.2% 2.1% 3.8% 4.8% 4.7% 4.1% 3.7% 3.3% 2.9%
Pig meat

Production 0.1% 0.1% 0.1% 0.1% 0.2% 0.1% 0.1% 0.1% 0.1%

Domestic use -1.1% -0.6% -1.3% -1.9% -1.7% -1.4% -1.2% -1.1% -1.0%

Producer price 8.5% 4.0% 8.3% 11.0% 10.8% 9.4% 8.4% 7.3% 6.3%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.4% -0.1% 0.3% 0.3% 0.2% 0.1% 0.1% 0.1% 0.1%

Producer price 0.8% 1.3% 1.2% 1.8% 2.1% 2.1% 1.9% 1.7% 1.5%
Sheep meat

Production 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.7% -0.1% 0.6% 0.7% 0.5% 0.3% 0.3% 0.3% 0.2%

Producer price 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Farm gate price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% -0.7% -0.9% -1.4% -1.9% -2.3% -2.5% -2.6% -2.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.4% 0.7% 1.3% 1.7% 1.7% 1.6% 1.4% 1.3% 1.1%
SMP

Production 3.6% -2.7% -2.3% -4.3% -7.4% -9.9% -11.3% -11.9% -12.0%

Domestic use -2.0% -1.3% -2.3% -3.0% -3.2% -3.1% -3.0% -2.8% -2.5%

Whole sale price 2.2% 1.2% 2.2% 2.9% 3.0% 2.7% 2.5% 2.2% 2.0%
WMP

Production 0.5% -0.4% -0.4% -0.7% -1.3% -1.8% -2.1% -2.3% -2.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 2.2% 1.2% 2.2% 2.9% 3.0% 2.8% 2.5% 2.2% 2.0%
Cheese

Production -0.1% 0.6% 0.7% 1.0% 1.5% 1.9% 2.1% 2.1% 2.1%

Domestic use 0.0% -2.5% -3.1% -4.6% -6.1% -7.2% -7.7% -7.8% -7.6%

Whole sale price 0.0% 2.8% 3.5% 5.3% 7.4% 9.1% 9.9% 10.2% 10.0%

Source: Danish AGMEMOD Model (2006)
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Table 5.8: Denmark: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.2% 0.0% -0.3% -0.2% -0.2% -0.1% -0.2% -0.2%

Domestic use 0.5% 1.0% 1.0% 1.0% 1.1% 1.2% 1.3% 1.4% 1.6%
Soft wheat

Production 0.0% -0.4% -0.5% -0.2% 0.1% 0.2% 0.3% 0.1% 0.1%

Domestic use 1.5% 1.2% 0.0% -0.2% 0.1% 0.4% 0.5% 0.5% 0.5%

Producer price -3.1% -4.5% -3.3% -2.6% -2.7% -3.0% -3.4% -3.7% -4.1%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.1% -0.1% -0.4% -0.6% -0.7% -0.5% -0.6% -0.6%

Domestic use -0.6% 0.6% 2.3% 2.5% 2.3% 2.2% 2.4% 2.7% 3.2%

Producer price -2.3% -4.2% -4.1% -3.6% -3.4% -3.6% -4.0% -4.4% -4.9%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.8% 1.0% 0.6% 0.7% 0.9% 1.1% 1.2% 1.4% 1.6%

Producer price -2.5% -4.6% -4.2% -3.5% -3.3% -3.6% -3.9% -4.3% -4.7%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 0.5% 1.1% 1.4% 1.4% 1.3% 1.3% 1.4% 1.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.5% 1.1% 1.4% 1.4% 1.3% 1.3% 1.4% 1.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -4.4% -6.0% -4.4% -3.3% -3.4% -3.8% -4.3% -4.7% -5.1%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.1% -0.4% -0.4% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -1.0% -1.2% -0.7% -0.7% -0.7% -0.7% -0.8% -0.9% -1.1%

Producer price -4.6% -6.4% -4.5% -3.4% -3.3% -3.7% -4.1% -4.5% -5.0%
Pig meat

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 1.2% 1.9% 1.5% 1.2% 1.1% 1.2% 1.4% 1.6% 1.7%

Producer price -9.2% -12.9% -9.6% -7.5% -7.4% -8.2% -9.3% -10.3% -11.3%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.4% -0.3% 0.0% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2%

Producer price -1.0% -2.4% -2.5% -1.8% -1.6% -1.7% -1.9% -2.2% -2.4%
Sheep meat

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.7% -0.6% -0.2% -0.2% -0.3% -0.3% -0.4% -0.5% -0.5%

Producer price 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -0.5% -2.9% -5.2% -6.1% -6.4% -6.7% -7.1% -7.7% -8.3%
Butter

Production 0.1% 0.9% 1.9% 2.3% 2.3% 2.4% 2.5% 2.7% 2.9%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.5% -2.2% -1.5% -1.2% -1.2% -1.4% -1.6% -1.7% -1.9%
SMP

Production -4.3% -0.8% 7.1% 10.4% 10.5% 10.2% 10.4% 11.0% 11.8%

Domestic use 2.4% 3.8% 3.3% 2.9% 2.9% 3.1% 3.4% 3.6% 3.9%

Whole sale price -2.7% -3.9% -3.0% -2.5% -2.5% -2.7% -3.0% -3.3% -3.5%
WMP

Production -0.6% -0.1% 1.1% 1.7% 1.8% 1.8% 2.0% 2.1% 2.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.7% -3.9% -3.0% -2.5% -2.5% -2.7% -3.0% -3.3% -3.5%
Cheese

Production 0.1% -0.5% -1.4% -1.8% -1.8% -1.9% -2.0% -2.1% -2.3%

Domestic use 0.0% 2.7% 5.9% 7.0% 7.0% 7.1% 7.3% 7.7% 8.3%

Whole sale price 0.0% -3.1% -6.7% -8.2% -8.6% -8.9% -9.4% -10.1% -10.9%

Source: Danish AGMEMOD Model (2006)
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Table 5.9 : Denmark: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.3% -0.1% -0.4% -0.3% -0.3% -0.2% -0.2% -0.3%

Domestic use 0.8% 1.3% 1.4% 1.5% 1.6% 1.8% 1.9% 2.1% 2.3%
Soft wheat

Production 0.0% -0.6% -0.7% -0.3% 0.1% 0.3% 0.4% 0.3% 0.2%

Domestic use 2.2% 1.5% 0.2% 0.0% 0.2% 0.5% 0.6% 0.6% 0.6%

Producer price -4.5% -5.9% -4.8% -4.1% -4.2% -4.5% -4.9% -5.3% -5.6%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.1% -0.1% -0.5% -0.8% -0.9% -0.8% -0.8% -1.0%

Domestic use -0.8% 1.0% 3.0% 3.5% 3.4% 3.4% 3.7% 4.1% 4.7%

Producer price -3.3% -5.6% -5.7% -5.3% -5.2% -5.4% -5.9% -6.3% -6.9%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 1.2% 1.2% 0.9% 1.0% 1.3% 1.5% 1.7% 1.9% 2.2%

Producer price -3.7% -6.1% -5.9% -5.3% -5.1% -5.4% -5.8% -6.2% -6.6%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 0.7% 1.5% 2.0% 2.1% 2.0% 2.0% 2.1% 2.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.7% 1.5% 2.0% 2.1% 2.0% 2.0% 2.1% 2.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -6.5% -8.1% -6.4% -5.4% -5.4% -5.9% -6.3% -6.8% -7.2%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.1% -0.6% -0.6% -0.4% -0.2% -0.2% -0.1% -0.2% -0.2%

Domestic use -1.5% -1.5% -1.1% -1.1% -1.0% -1.0% -1.2% -1.3% -1.4%

Producer price -6.7% -8.5% -6.5% -5.3% -5.2% -5.5% -5.9% -6.4% -6.9%
Pig meat

Production -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 1.8% 2.4% 2.2% 2.0% 1.8% 1.8% 2.0% 2.2% 2.4%

Producer price -13.4% -16.9% -13.8% -11.9% -11.7% -12.4% -13.4% -14.5% -15.5%
Poultry meat

Production 0.0% -0.1% -0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.6% -0.4% -0.1% -0.2% -0.2% -0.2% -0.2% -0.3% -0.3%

Producer price -1.5% -3.4% -3.4% -2.8% -2.5% -2.7% -2.9% -3.2% -3.4%
Sheep meat

Production -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use -1.1% -0.7% -0.3% -0.4% -0.4% -0.4% -0.5% -0.6% -0.7%

Producer price 0.0% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Farm gate price -0.8% -4.1% -7.2% -8.6% -9.3% -9.9% -10.6% -11.3% -12.1%
Butter

Production 0.1% 1.3% 2.6% 3.2% 3.4% 3.6% 3.8% 4.0% 4.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.2% -2.9% -2.2% -1.9% -1.9% -2.1% -2.3% -2.5% -2.6%
SMP

Production -6.3% -0.4% 9.4% 13.9% 14.8% 15.1% 15.8% 16.6% 17.7%

Domestic use 3.6% 5.2% 4.8% 4.4% 4.5% 4.7% 5.0% 5.3% 5.6%

Whole sale price -4.1% -5.3% -4.4% -3.9% -3.9% -4.2% -4.5% -4.7% -5.0%
WMP

Production -0.9% -0.1% 1.5% 2.2% 2.5% 2.7% 3.0% 3.2% 3.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -4.1% -5.3% -4.4% -3.9% -3.9% -4.2% -4.5% -4.7% -5.0%
Cheese

Production 0.1% -0.8% -1.9% -2.5% -2.7% -2.8% -3.0% -3.2% -3.4%

Domestic use 0.0% 3.9% 8.1% 9.8% 10.2% 10.5% 10.9% 11.4% 12.0%

Whole sale price 0.0% -4.5% -9.1% -11.4% -12.4% -13.1% -14.0% -14.9% -15.9%

Source: Danish AGMEMOD Model (2006)
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6 Estonia
Tonu Akkel and Mati Sepp, Estonian University of Life Sciences, Institute of Economics and
Social Sciences

6.1 Baseline

Table 6.1 and Table 6.2 of this section provide a summary of the specific assumptions for
Estonia on the macroeconomic and policy variables that underlie the model’s Baseline
projections up to 2015. Real GDP is assumed to grow by 3 to 4% per year from 2000-2015.
The projected inflation rate is 3% per year.

Table 6.1: Assumptions on macroeconomic variables for Estonia

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 13 13 13 13 13 13 13 13 13 13 13 13
GDP bil. Euro97 4 5 6 6 6 6 6 6 7 7 7 7
GDP per capita  Euro97/cap 3317 4198 4335 4468 4596 4717 4830 4935 5031 5206 5334 5461
GDP deflator 1997=1 1.29 1.58 1.64 1.70 1.75 1.81 1.87 1.92 1.98 2.03 2.09 2.15

Sources: Estonian Statistical Office, Eurostat

Under the Luxembourg Agreement most premiums have been decoupled in Estonia from
2004. Estonia will maintain the SAPS system until 2009, when the SFP system will be
introduced. The decoupled direct payments will be introduced in accordance with the
following schedule of increments, expressed as a percentage of the level of such payments in
the European Union’s “older” Member States: 25% in 2004, 30% in 2005, 35% in 2006, 40%
in 2007, 50% in 2008, 60% in 2009, 70% in 2010, 80% in 2011, 90% in 2012 and 100% in
2013. The total direct support to the farmer that can be granted after accession in Estonia,
under the relevant EU scheme, and including all complementary national direct payments,
cannot exceed the level of direct support allowable on expiry of the transition period.

Table 6.2 : Assumptions on national policy variables for Estonia

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Cereal reference yield tonne/ha 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4
Oilseed reference yield tonne/ha 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4
Milk quota * 1,000 tonne 624 646 646 646 646 646 646 646 646 646 646
Animal density threshold LU/ha 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4

Source: Eesti ithinemisleping Euroopa Liiduga, Tallinn, 2004
* From 2006, the additional milk quota amounts to 21 885 t per year

The Estonian reference yield for grain and oilseed is 2.4 t/ha. The reference yield forms the
basis for calculating area payments for agricultural crops. Average observed yield in recent
years (2004-2005) are close to the reference yield. The Estonian base area for grain agreed
during the accession negotiations is 362 827 ha.

Table 6.3 shows the derived multipliers that are used to cover the assumed supply-inducing
impact of decoupled direct payments on agricultural production in Estonia. These multipliers
are used to simulate the effect of the SFP (starting 2009) by reducing the amounts of direct
payments (as used under the SAPS) to ‘synthetic’ premium levels. In the Estonian
AGMEMOD model, these ‘synthetic’ premium values are modelled as being paid on a per
hectare or per animal basis in the period 2004-2015.

Table 6.3 : Supply-inducing multipliers of Estonian agriculture

SAP scheme SPS scheme
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Decoupled EU support

- grains 1.0 0.84
- rapeseeds 1.0 0.84
- suckler cows 1.0 0.84
- cattle 1.0 0.84
Coupled national support (CNDP)

- grains 1.0 0.84
- rapeseeds 1.0 0,84
- suckler cows 1.0 0.84
- cattle 1.0 0.84

Source: Own calculations

For the purposes of modelling the introduction of direct payments in the Estonian dairy
sector, the approach is the same as for modelling other direct payments (SAPS and CNDP).
The dairy compensation premiums will therefore be introduced in the same way as direct
payments in general, i.e. starting at 30% of the EU level in 2005 plus Complementary
National Direct Payments (CNDP). Full decoupling of these payments will start from 2010.

The 2003 CAP reform changes the premiums applicable to the cereals, oilseeds, livestock and
dairy sub-sectors in Estonia. Since 1 May 2004, the start year of the SAPS scheme in Estonia,
premiums for suckler cows, bulls and adult slaughtering have been decoupled from livestock
production. In the cereals and oilseeds regime, arable aid payments are also decoupled from
production. The dairy compensation premiums are boosted and will make up for 60% of the
reduction in the intervention price for butter. These compensation payments will be fully
decoupled from 2010. Under the Baseline, the milk quota is assumed to continue until 2015
under the Luxembourg Agreement and will stabilise at the amounts agreed in the course of
the Accession Negotiations. .

Grains and oilseed sectors

Under the Baseline, Estonian grain prices by 2015 are projected to have increased slightly
compared with the levels observed in 2005. Estonian oilseed production grows under the
Baseline in response to higher prices, with total production of rapeseed projected to more
than double between 2005 and 2015.

The projected reduction in total grains area harvested under the Baseline is not reflected in a
contraction in total grains production. Higher productivity per hectare by the end of the
Baseline projection period partially offsets the decline in total area harvested, with total
grains production by 2015 projected to be approximately 5% lower than in 2005.

The domestic use of grains in Estonia under the Baseline is projected to decline over the
period 2005 to 2015 due to increasing grain prices.

For rapeseed, the maximum application of the reforms under the Luxembourg Agreement
would gradually increase oilseed area harvested to a greater degree than for grains. The
Baseline shows that this expansion will be over 130% in 2015 compared to 2005. The impact
on yields over the projection period is likely to be less than 1%, meaning thus production
would increase by approximately the same amount as areas harvested.

Livestock and dairy sectors

Under the Baseline, significant changes are projected for the Estonian dairy sector. The
producer price for milk is projected to increase by almost 14% between 2005 and 2015. The
main milk products are butter and cheese, and production of these is projected to increase by
7.3% and 9.8% (2005-2015). Over the Baseline projection period, wholesale prices for butter
and cheese are projected to increase by 22% and 9% respectively. The wholesale price for
SMP is projected to decline over the Baseline projection period by 8% between 2005 and
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2015.

Estonian beef production is projected to decline over the Baseline projection period, with
production in 2015 projected to be 16% below the level in 2005. The reform will not bear
directly on pig or poultry producers, but will affect them through the markets for meat and
supplies of grains and other feed ingredients. Pork production is, under the Baseline,
projected to increase by 4.8%. Poultry meat production is also projected to increase to a level
in 2015 over 16% higher than in 2005.

The most important sub-sector of Estonian agriculture is dairying. With the milk quota set at
626 000t, and rapidly increasing yields over the Baseline projection period, the number of
dairy cows is projected to decline under the Baseline to 100 000 head. Since 2006 an
additional milk quota of 21 885t per year is included. The total milk quota in Estonia from
2006 amounts 646 000 tonnes per year. Table 6.4 shows that the projected milk production
does not exceed the milk quota level for Estonia in the period 2004-2015.

Table 6.4 : Milk production and milk quota in Estonia

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Milk production 1,000 ton 570 626 668 682 670 668 666 657 645 631 628 621
Milk quota 1,000 ton 626 646 646 646 646 646 646 646 646 646 646 646

Source: own calculations

Table 6.5 sets out the results for the main agricultural commodities in Estonia under the
Baseline.

Agricultural income

Under the Baseline, Estonian agricultural output value is, by 2015, projected to increase by
48%, while feed costs are projected to increase by 32% (Table 6.5). Agricultural subsidies
will rapidly increase in the projected period.

Table 6.5 : Agricultural output value, subsidies and feed costs in the Baseline, Estonia'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 1.25 1.37 1.40 1.41 1.44 1.46 1.45 1.44 1.45 146  1.48
Subsidies/SFP 2000=1 1.00 2.58 2.80 3.01 3.44 3.87 4.24 4.30 4.30 4.30 430 430
Feeding costs 2000=1 1.00 1.18 1.22 1.24 1.26 1.27 1.29 1.30 1.30 1.30 131 132
Gross agric. income  2000=1 1.00 1.39 1.55 1.60 1.64 1.72 1.69 1.76 1.74 1.75 176 178

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Estonian AGMEMOD Model (2006)
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Table 6.6: Baseline results concerning main agricultural commodities of Estonia

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 555 489 489 488 490 499 512 497 490 482 474 465

Domestic use 1,000 ton 634 548 554 557 557 557 557 547 538 536 535 538
Soft wheat

Production 1,000 ton 147 183 184 185 186 194 195 194 192 189 186 183

Domestic use 1,000 ton 239 216 224 226 223 222 221 215 210 207 205 205

Producer price euro/ton 90 98 98 99 100 100 100 100 100 100 100 101
Durum wheat

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Barley

Production 1,000 ton 348 280 280 278 279 289 290 278 274 269 264 258

Domestic use 1,000 ton 325 274 273 274 278 279 280 277 275 275 277 281

Producer price euro/ton 81 87 88 88 88 88 88 88 88 88 88 89
Maize

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Rye

Production 1000 tons 61 25 25 25 25 26 26 25 25 24 24 24

Domestic use 1000 tons 70 57 57 57 57 56 56 55 54 53 53 52

Producer price euro/ton 76 87 87 88 88 89 89 89 89 89 90 90
Other grains

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Total oilseeds

Production 1,000 ton 39 75 83 93 102 111 121 132 143 155 166 179

Domestic use 1,000 ton 55 122 129 132 135 139 144 149 152 154 156 157
Rapeseed

Production 1,000 ton 39 75 83 93 102 111 121 132 143 155 166 179

Domestic use 1,000 ton 55 122 129 132 135 139 144 149 152 154 156 157

Producer price euro/ton 199 209 209 221 228 221 218 218 219 219 220 220
Sunflower

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Soybeans

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Beef and veal

Production 1,000 ton 15 15 14 14 14 14 14 13 13 13 13 13

Domestic use 1,000 ton 18 16 16 16 16 16 17 17 17 17 17 17

Producer price euro/100 kg 106 119 118 122 123 121 120 119 120 121 122 123
Pig meat

Production 1,000 ton 30 39 38 39 39 40 41 40 41 41 42 42

Domestic use 1,000 ton 43 40 41 42 43 44 44 45 46 47 48 48

Producer price euro/100 kg 155 142 138 138 141 143 144 143 141 142 144 146
Poultry meat

Production 1,000 ton 7 16 16 16 17 17 17 18 18 18 18 18

Domestic use 1,000 ton 18 26 27 28 30 31 32 32 33 34 35 36

Producer price euro/100 kg 89 124 124 124 124 124 124 123 123 123 123 123
Sheep meat

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/100 kg 0 0 0 0 0 0 0 0 0 0 0 0
Fluid milk

Production-quota 1,000 ton 630 626 668 682 670 668 666 657 645 635 628 621

Domestic use 1,000 ton 74 74 73 74 75 76 7 81 82 82 82 82

Whole sale price euro/100 kg 17 22 25 25 24 25 25 25 25 25 25 25
Butter

Production 1,000 ton 9 8 8 9 9 9 9 9 9 9 9 9

Domestic use 1,000 ton 6 5 4 4 4 4 4 4 4 4 4 4

Whole sale price euro/100kg 184 242 288 303 298 301 303 302 300 298 296 295
SMP

Production 1,000 ton 12 21 22 22 23 23 24 24 25 25 26 26

Domestic use 1,000 ton 7 6 6 7 7 8 8 9 9 10 10 11

Whole sale price euro/100kg 199 179 167 165 166 166 164 164 165 165 165 165
WMP

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Whole sale price euro/100kg 0 0 0 0 0 0 0 0 0 0 0 0
Cheese

Production 1,000 ton 9 11 10 10 11 11 11 11 11 11 11 11

Domestic use 1,000 ton 6 7 8 8 8 9 9 9 9 10 10 10

Whole sale price euro/100kg 248 269 275 252 253 268 271 269 269 274 282 292

Source: Estonian AGMEMOD Model (2006)
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6.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU MS. SPS payments
in EU15 MS were, above certain amounts, also subject to modulation. The ‘Further CAP
reform’ scenario, described in Report Il AGMEMOD - Model description, involves
effectively standardising the MS' currently nationally differentiated CAP implementation
plans by imposing full decoupling from 2007.

The Estonian Baseline was established on the basis of the Luxembourg Agreement and the
accession agreements and takes into account the full decoupling of direct payments in

Estonia. For that reason, the FCR scenario results are quite similar to the Baseline results.

Small changes under the CAP reform scenario are expected in the beef sector (Table 6.7). But
no significant differences between the Baseline and the CAP reform scenario are likely.

Table 6.7: Estonia: CAP Reform (% A from Baseline).

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.00% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Produ 0.0% 0.1% 0.1% 0.1% 0.2% 0.2% 0.1% 0.1% 0.1%

Dome 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Produ 0.0% 0.3% 0.2% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2%

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Produ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Dome 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Estonian AGMEMOD Model (2006)
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Agricultural income

It was expected that the somewhat higher agricultural commodity prices under the CAP
scenario and the modest increases in the levels of production in response to the projected
price would lead to a fall in agricultural income. Compared to the Baseline, Estonian
agricultural incomes and subsidies decrease under the CAP scenario, due entirely to lower
subsidy receipts (Table 6.8).

Table 6.8: Estonia agricultural output and income: FCR Scenario (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Subsidies/SFP -5.8% -6.0% -6.2% -5.9% -6.1% -6.2% -6.4% -6.5% -6.7%
Feeding costs 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Gross agric. income -1.0% -1.1% -1.2% -1.0%  -1.3% -1.3% -1.3% -14% -1.4%

Source: Estonian AGMEMOD Model (2006)

6.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets (Figure 6.1). Under the
Baseline, the exchange rate projection is € = US$ 1.24 from 2007 onwards. In evaluating the
impact of changes in this key macroeconomic assumption three alternative paths of the US
dollar versus the euro were analysed. Two of these involve a depreciation of the US dollar
versus the euro, with the exchange rate moving to rates of $1.30 and $1.40 in 2007. The third
projection is for the euro to depreciate versus the dollar to a parity exchange rate of € = US$
1.00.

Figure 6.1: Exchange rate between USS$, € and Estonian Crown 2000-2006
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Main Results
This section provides a summary of the Exchange Rate Change (ERC) scenario projection



Estonia Country Level Results

results for Estonia. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1.00
US$), ERC-2 (€ = 1.30 US$) and ERC-3 (€ = 1.40 USS$). Table 6.9 to Table 6.11 set out the
results of the scenarios relative to the Baseline projections in terms of percentage changes.
The assumptions in the Estonian model (2007-2015) are:

ERC-1: 1 €=1.00 US$ = 15.65 EEK
ERC-2:1€=1.30 US§ = 15.65 EEK
ERC-3:1€=1.40 US$ = 15.65 EEK

Significant differences between Baseline and ERC-1 scenario are projected for the Estonian
dairy sector, where milk production is projected to increase by 6.6% and the wholesale price
by 8% (Table 6.5.9). Consequently, the milk production level will determine the milk quota
level. This is because milk production is not featured in the Estonian model as a quota
variable. Future development work will have to introduce the milk quota level as a binding
variable.

Cheese production under the ERC-1 scenario is, by 2015, projected to increase over the
Baseline levels by 4%, while the wholesale price is projected to increase by 25% over the
Baseline level by 2015.

For a number of commodities, such as oilseeds and their associated meals and oils, the
AGMEMOD model does not endogenously model their prices. Supply-inducing prices for
European farmers are assumed to be world prices (in dollars) when converted into national
currency equivalents. For such products, any change in the exchange rate will have a direct
impact on the national currency prices and on the associated supplies of and demands for the
commodity in question. Given that oilseed and milk production in Estonia are rapidly
developing sectors, the impact of changes in the €/US dollar exchange rate will depend on
export demand for these products.

The impact of the changed exchange rate on commodity prices determined endogenously by
the AGMEMOD modelling system is moderated by the endogenous response of EU supply
and demand for agricultural commodities. Figure 6.2 charts the percentage change in four
Estonian prices under each of the three ERC scenarios.
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Figure 6.2: Estonian Commodity Prices: ERC Scenarios (% A from Baseline)
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Agricultural income

Taking into account the US$ inflation scenario, the purchasing power of the EEK in ERC-2
and the ERC-3 is higher compared to the ERC-1 scenario. Therefore the income and output
values of different commodities are projected to be negatively affected by comparison with
the Baseline. Total subsidy receipts are not really influenced by the exchange rate shocks.
The main influence on gross agricultural income (ceteris paribus) arises from the projected
changes in the value of Estonian agricultural output. Higher prices and production levels in
the ERC-1 scenario would lead to increased values of these agricultural outputs, while the
opposite is the case in the ERC-2 and ERC-3 Scenarios (Figure 6.3).

Figure 6.3 : Estonia: Gross agriculture income in ERC Scenarios (% A from Baseline)
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Table 6.9: Estonia: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.0% -0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use 0.9% 1.2% 2.1% 2.9% 3.6% 4.0% 4.2% 4.2% 4.0%
Soft wheat

Production 0.3% 0.2% 0.3% 0.4% 0.4% 0.4% 0.4% 0.4% 0.3%

Domestic use 0.3% 1.3% 2.5% 3.5% 4.8% 5.9% 6.6% 6.8% 6.8%

Producer price 1.3% 0.7% 1.4% 1.7% 1.8% 1.6% 1.5% 1.4% 1.2%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production -0.2% -0.1% -0.1% -0.2% -0.2% -0.1% -0.1% -0.1% -0.1%

Domestic use 1.4% 1.2% 2.0% 2.7% 3.0% 3.0% 2.9% 2.7% 2.4%

Producer price 0.2% 0.2% 0.3% 0.5% 0.5% 0.5% 0.5% 0.4% 0.4%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production 0.0% 0.1% 0.1% 0.2% 0.2% 0.3% 0.3% 0.3% 0.3%

Domestic use 0.3% 0.4% 0.9% 1.2% 1.5% 1.8% 2.0% 2.0% 2.0%

Producer price 0.6% 0.6% 0.9% 1.2% 1.4% 1.3% 1.3% 1.2% 1.1%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.2% 0.1% 0.2% 0.2% 0.2% 0.2% 0.1% 0.1% 0.1%

Domestic use -1.4% -1.4% -1.7% -2.0% -2.1% -1.9% -1.7% -1.4% -1.2%
Rapeseed

Production 0.2% 0.1% 0.2% 0.2% 0.2% 0.2% 0.1% 0.1% 0.1%

Domestic use -1.4% -1.4% -1.7% -2.0% -2.1% -1.9% -1.7% -1.4% -1.2%

Producer price 5.6% 2.8% 5.4% 7.0% 6.9% 6.2% 5.5% 4.9% 4.2%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 1.3% 1.1% 1.5% 1.9% 2.1% 1.9% 1.8% 1.6% 1.4%

Domestic use -0.5% -0.2% -0.3% -0.3% -0.3% -0.3% -0.2% -0.2% -0.2%

Producer price 3.1% 1.5% 2.8% 3.5% 3.4% 3.0% 2.7% 2.4% 2.1%
Pig meat

Production 1.0% 0.9% 1.3% 1.8% 2.0% 1.8% 1.7% 1.5% 1.3%

Domestic use -0.1% -0.1% -0.2% -0.3% -0.2% -0.2% -0.2% -0.1% -0.1%

Producer price 3.1% 1.5% 3.3% 4.4% 4.2% 3.6% 3.2% 2.9% 2.5%
Poultry meat

Production 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2% 0.2%

Domestic use 0.6% 0.2% 0.4% 0.5% 0.5% 0.4% 0.3% 0.3% 0.2%

Producer price 0.1% 0.2% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production-quota -0.8% 0.3% 1.3% 1.9% 3.3% 4.7% 5.8% 6.4% 6.6%

Domestic use 0.3% -0.3% -0.3% -0.5% -0.8% -1.0% -1.1% -1.2% -1.1%

Whole sale price -1.7% 1.8% 1.6% 2.9% 4.9% 6.6% 7.7% 8.1% 8.2%
Butter

Production -0.8% -2.5% -3.0% -4.2% -5.3% -6.0% -6.1% -5.9% -5.5%

Domestic use 3.1% 1.6% 2.9% 3.6% 3.5% 3.2% 2.8% 2.5% 2.2%

Whole sale price -2.7% -1.5% -2.7% -3.5% -3.6% -3.4% -3.1% -2.9% -2.6%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -0.6% 0.0% 0.0% 1.2% 1.2% 0.6% 0.6% 0.6% 0.6%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.3% 1.1% 1.4% 2.1% 2.8% 3.2% 3.5% 3.5% 3.5%

Domestic use 0.0% -2.7% -3.3% -4.8% -6.2% -7.1% -7.5% -7.5% -7.2%

Whole sale price 0.0% 7.6% 9.1% 13.7%  19.4% 23.6% 25.5% 25.7% 24.8%

Source: Estonian AGMEMOD Model (2006)
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Table 6.10: Estonia: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.1% 0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.9% -2.2% -3.1% -3.6% -3.8% -3.8% -4.0% -4.3% -4.7%
Soft wheat

Production -0.4% -0.5% -0.4% -0.3% -0.3% -0.3% -0.4% -0.4% -0.5%

Domestic use -0.4% -1.8% -4.0% -5.3% -5.7% -5.9% -6.2% -6.6% -7.2%

Producer price -1.5% -2.1% -1.6% -1.3% -1.3% -1.5% -1.7% -1.8% -2.0%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2%

Domestic use -1.5% -2.8% -2.9% -2.7% -2.6% -2.6% -2.8% -3.0% -3.3%

Producer price -0.3% -0.5% -0.5% -0.4% -0.4% -0.4% -0.5% -0.5% -0.6%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production 0.0% -0.2% -0.3% -0.3% -0.2% -0.2% -0.2% -0.3% -0.3%

Domestic use -0.3% -0.8% -1.3% -1.6% -1.8% -1.8% -1.9% -2.1% -2.2%

Producer price -0.7% -1.3% -1.3% -1.1% -1.1% -1.1% -1.3% -1.4% -1.6%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.2% -0.3% -0.2% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2%

Domestic use 1.5% 2.7% 2.6% 2.2% 1.9% 1.7% 1.7% 1.6% 1.5%
Rapeseed

Production -0.2% -0.3% -0.2% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2%

Domestic use 1.5% 2.7% 2.6% 2.2% 1.9% 1.7% 1.7% 1.6% 1.5%

Producer price -6.1% -8.7% -6.3% -4.9% -4.9% -5.5% -6.1% -6.7% -7.2%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -1.4% -2.5% -2.2% -1.8% -1.6% -1.6% -1.8% -1.9% -2.1%

Domestic use 0.6% 0.7% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.3%

Producer price -3.4% -4.8% -3.3% -2.5% -2.4% -2.7% -3.0% -3.3% -3.7%
Pig meat

Production -1.1% -2.0% -2.0% -1.7% -1.6% -1.5% -1.6% -1.8% -1.9%

Domestic use 0.1% 0.2% 0.2% 0.2% 0.1% 0.1% 0.2% 0.2% 0.2%

Producer price -3.4% -4.9% -3.7% -3.0% -2.9% -3.1% -3.6% -4.1% -4.6%
Poultry meat

Production 0.0% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use -0.6% -0.8% -0.5% -0.4% -0.3% -0.3% -0.4% -0.4% -0.4%

Producer price -0.1% -0.3% -0.3% -0.2% -0.2% -0.2% -0.2% -0.2% -0.3%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production-quota 0.9% 0.5% -2.2% -4.3% -5.0% -5.2% -5.4% -5.7% -6.2%

Domestic use -0.4% 0.0% 0.8% 1.1% 1.0% 1.0% 1.0% 1.1% 1.1%

Whole sale price 1.9% -0.1% -4.4% -6.2% -6.6% -6.7% -7.0% -7.5% -8.1%
Butter

Production 0.9% 4.1% 7.1% 8.4% 8.9% 9.3% 9.7% 10.2% 10.7%

Domestic use -3.4% -4.8% -3.4% -2.7% -2.6% -2.8% -3.1% -3.4% -3.6%

Whole sale price 2.9% 4.5% 3.2% 2.6% 2.7% 3.1% 3.5% 3.9% 4.3%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -4.2% -4.8% -4.8% -3.7% -3.7% -4.2% -4.2% -4.2% -4.2%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production -0.3% -1.4% -2.4% -2.7% -2.8% -2.9% -3.1% -3.4% -3.7%

Domestic use 0.0% 3.0% 6.4% 7.4% 7.1% 7.0% 7.1% 7.4% 7.8%

Whole sale price 0.0% -8.3% -17.6%  -21.2% -22.3% -23.1% -24.2% -25.6% -27.1%

Source: Estonian AGMEMOD Model (2006)
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Table 6.11: Estonia: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.1% -0.1% 0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.2%

Domestic use -1.3% -3.0% -4.4% -5.2% -5.5% -5.6% -5.9% -6.3% -6.7%
Soft wheat

Production -0.5% -0.7% -0.6% -0.5% -0.5% -0.5% -0.6% -0.6% -0.7%

Domestic use -0.5% -2.5% -5.5% -7.4% -8.2% -8.6% -9.1% -9.8% -10.5%

Producer price -2.1% -2.8% -2.3% -2.0% -2.0% -2.2% -2.4% -2.6% -2.8%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.3% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Domestic use -2.2% -3.7% -4.0% -4.0% -3.9% -4.0% -4.1% -4.4% -4.6%

Producer price -0.4% -0.7% -0.7% -0.6% -0.6% -0.7% -0.7% -0.8% -0.9%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production -0.1% -0.3% -0.4% -0.4% -0.4% -0.3% -0.4% -0.4% -0.4%

Domestic use -0.5% -1.1% -1.8% -2.3% -2.5% -2.7% -2.8% -3.0% -3.2%

Producer price -1.0% -1.8% -1.8% -1.7% -1.7% -1.7% -1.9% -2.1% -2.2%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.3% -0.4% -0.3% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 2.2% 3.7% 3.7% 3.2% 2.8% 2.6% 2.5% 2.4% 2.2%
Rapeseed

Production -0.3% -0.4% -0.3% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 2.2% 3.7% 3.7% 3.2% 2.8% 2.6% 2.5% 2.4% 2.2%

Producer price -9.0% -11.4% -9.1% -7.8% -7.8% -8.3% -8.9% -9.4% -9.9%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -2.0% -3.3% -3.1% -2.7% -2.5% -2.5% -2.6% -2.8% -3.0%

Domestic use 0.8% 0.9% 0.5% 0.3% 0.3% 0.4% 0.3% 0.3% 0.3%

Producer price -5.0% -6.3% -4.8% -3.9% -3.8% -4.1% -4.4% -4.7% -5.1%
Pig meat

Production -1.5% -2.6% -2.7% -2.5% -2.4% -2.3% -2.4% -2.5% -2.7%

Domestic use 0.2% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2% 0.3% 0.3%

Producer price -5.0% -6.5% -5.4% -4.7% -4.6% -4.7% -5.2% -5.7% -6.2%
Poultry meat

Production 0.0% -0.1% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3% -0.4%

Domestic use -0.9% -1.0% -0.7% -0.6% -0.5% -0.5% -0.5% -0.6% -0.6%

Producer price -0.2% -0.4% -0.4% -0.3% -0.3% -0.3% -0.3% -0.4% -0.4%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production-quota 1.3% 0.5% -3.0% -5.8% -7.0% -7.5% -8.0% -8.6% -9.2%

Domestic use -0.5% 0.1% 1.0% 1.4% 1.5% 1.5% 1.5% 1.6% 1.7%

Whole sale price 2.7% -0.5% -5.9% -8.4% -9.3% -9.8% -10.5% -11.2% -11.9%
Butter

Production 1.3% 6.0% 10.5% 13.2% 14.9% 16.1% 17.1% 18.0% 18.6%

Domestic use -4.9% -6.3% -4.9% -4.2% -4.0% -4.3% -4.5% -4.8% -5.0%

Whole sale price 4.2% 5.9% 4.7% 4.0% 4.1% 4.6% 5.0% 5.5% 6.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -5.5% -6.0% -6.0% -4.9% -4.9% -5.5% -5.5% -5.5% -5.5%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production -0.5% -1.9% -3.2% -3.8% -4.1% -4.3% -4.6% -4.9% -5.3%

Domestic use 0.0% 4.3% 8.7% 10.3% 10.3% 10.3% 10.6% 11.0% 11.4%

Whole sale price 0.0% -12.1% -23.9% -29.5% -32.3% -34.2% -36.1% -37.8% -39.4%

Source: Estonian AGMEMOD Model (2006)
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7 Finland
Jyrki Niemi and Lauri Kettunen, MTT Agrifood Research Finland, Economic Research

7.1 Baseline

Table 7.1 shows the specific assumptions for Finland on the macroeconomic variables that
underlie the Finnish model’s baseline and scenario projections up to 2015. Population
projection shows a growth of 0.2% per year. Real GDP is assumed to grow by 2% per year
from 2004, which generates a slightly slower growth rate than the linear trend from years
1995-2004. The inflation rate is projected to average 2% per year over the Baseline
projection period of 2005 to 2015.

Table 7.1 : Assumptions on macroeconomic variables for Finland

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 5.2 53 5.3 53 5.3 53 53 53 5.3 53 53 5.4
GDP bil. Euro97 131 146 149 152 155 158 162 165 168 171 175 178
GDP per capita  Euro97/cap 25270 27867 28365 28880 29394 29943 30472 31017 31579 32158 32734 33327
Inflation 1997=1 1.06 1.13 1.16 1.18 1.20 1.22 1.26 1.28 1.30 1.33 1.35 1.38

Source: Finnish Statistical Office, own calculations

The single payment scheme was introduced in Finland in 2006. The CAP support for arable
crops is almost completely decoupled from production. For potato starch, 60% of the
premium will, however, remain coupled. In Finland the male bovine premium will remain
coupled at 70%, and Finland will be able to withhold 10% of the overall national aid ceiling
for the sector to boost suckler cow production (the '10% rule'). Therefore, 90% of the suckler
cow premium remains dependent on production. The slaughtering premium and the ewe
premium will remain coupled at 50%.

Multipliers of the SFP scheme
All CAP payments that are linked to production and included in the model are multiplied by a
coefficient which takes into account the decoupling rate, the re-allocation of subsidies (in
Finland, 30% of subsidies will be redistributed over land that was not initially subsidised in
the reference period 2000-02), the modulation rate (which will be 2% in the period 2007-15
in Finland and the shift rate, representing the part of the payment that remains in the
agricultural sector (it is assumed that yearly 2.5% of arable farmers and 5% of livestock
farmers will exit the Finnish agricultural sector). Table 7.2 shows the multiplier rates up to
2015, giving an indication of the amount of the direct payment in the reference period that
‘will remain in the farmer's mind’. For example, the grain compensation payment is, under
the Luxembourg Agreement implementation scheme in Finland, fully decoupled. However,
in the AGMEMOD model’s representation of the supply-inducing impact of the SPS, Finnish
farmers will behave as if they were in receipt of a premium of 33,4 €/tonne (0.53*63 €/tonne
in 2015).
Table 7.2 : Supply-inducing multipliers of Finnish agriculture in the Baseline

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 1.00 0.67 0.65 063 062 060 059 0.57 0.56 0.54 0.53
Oilseeds index 1.00 1.00 0.67 0.65 063 062 060 059 0.57 0.56 0.54 0.53
Suckler cows index 1.00 1.00 0.82 0.76 0.71 066 0.61 0.56 0.52 0.48 045 0.42
Milk index 1.00 1.00 0.56 0.53 051 048 046 043 041 0.39 037 0.35
Ewes index 1.00 1.00 0.83 0.81 079 078 076 075 0.74 0.73 0.72 0.70
Bulls index 1.00 1.00 0.90 0.88 088 087 086 085 084 0.84 0.83 0.59

Source: Own calculations

Grains and oilseed sectors
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Under the Baseline, Finnish grain production is projected in 2015 to have increased by 6%
compared with the level in 2005 (Table 7.3). This is despite the fact that decoupling of direct
payments from production would, ceteris paribus, lead to lower receipts from grain
production. Increasing Finnish producer prices for grains, due to rising EU and world market
prices, are the key drivers in the projected growth under the Baseline. The production of soft
wheat in Finland under the Baseline increases by 11% and the production of barley by 13%.
Cereals areas harvested in Finland are projected to fall under the Baseline, but with yields
increasing, an increase in production is projected over the Baseline period 2005 to 2015.

The feed use of grains (both barley and oats) in Finland is projected to decrease under the
Baseline due to declining animal production, with the result that the total domestic use of
grains in Finland is projected to decrease by 11% from 2000 to 2015. Human consumption of
grains over the projection period is fairly stable in Finland.

The producer price of rapeseeds under the Baseline fluctuates from year to year, and these
fluctuations are reflected in the projected development of Finnish rapeseed production and
consumption. Over the full Baseline projection period, only small changes in production and
use are projected.

Livestock and dairy sectors

The volume of activity associated with the Finnish cattle sector has been decreasing in recent
years and this trend is projected, under the Baseline, to continue. The projected changes in
Finnish beef and veal production are strongly determined by developments in the dairy
sector, since over 90% of slaughtered cattle are dairy cows. As the number of dairy cows is
projected to decline as dairy cow productivity improves, fewer calves and cattle will be sent
for slaughtering. The decoupling of CAP support from production under the Baseline reduces
the incentives for specialised beef production in Finland. Under the Baseline this is projected
to also lead to reduced supplies of beef and veal.

The total Finnish cow herd is projected to decline by 25% over the Baseline projection period
2005 to 2015, with cattle slaughter also declining as a result. As a consequence, Finnish beef
and veal production is projected to decline by 21% between 2005 and 2015. Lower beef
supply combined with projected stable demand for beef and veal in Finland is projected to
lead to a 45% increase in Finnish imports of beef over the years 2005 to 2015.

Under the Baseline, the most important aspect of the CAP reform in terms of its impact on
the dairy sector is that intervention prices for skim milk powder (SMP) and butter will
gradually decrease by 15% and 25% respectively by 2007. Following the projected decreases
in the EU key market prices under the Baseline, the Finnish butter price is projected to
decline by 7% and the farm gate milk price by 4% between 2005 and 2015.

The projected decline in the milk price and the projected sharp drop in the ending stock of
dairy cows results in a projected decrease in Finnish milk production under the Baseline from
2 462 thousand tonnes in 2005 to 2 134 thousand tonnes by 2015. The production of butter
and SMP in Finland is projected to decrease by 36% and 41% over the Baseline projection
period.

The pork and poultry meat sectors are generally not heavily regulated by the EU and so
markets will not be significantly affected by the CAP reform of 2003. Under the Baseline,
steady and rapid growth is projected in Finnish pork production and consumption over the
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period from 2005 to 2015. Finnish pork production is projected under the Baseline to increase
by 3%, and to approach 208 000 tonnes by 2015. Similarly, pork consumption is, under the
Baseline, projected to increase by more than 8% between 2005 and 2015. Finnish poultry
production and consumption are projected to increase by 41% and 37% respectively over the
Baseline projection period 2005 to 2015.

The Baseline projections are in accordance with the results of the Finnish sector model
applied by MMT institute and the opinions of Finnish experts.
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Table 7.3 : Baseline results concerning main agricultural commodities of Finland

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 3418 3616 3510 3556 3607 3643 3675 3710 3748 3787 3828 3869

Domestic use 1,000 ton 3058 3133 3123 3060 3016 2937 2909 2913 2888 2847 2819 2790
Soft wheat

Production 1,000 ton 472 508 491 497 503 507 511 515 520 525 529 534

Domestic use 1,000 ton 616 629 632 628 628 628 631 634 635 635 636 638

Producer price euro/ton 132 128 127 129 131 130 130 130 130 131 131 131
Durum wheat

Production 1,000 ton 0 0 ] 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0] 0 0
Barley

Production 1,000 ton 1690 1811 1760 1782 1806 1827 1845 1864 1884 1905 1926 1948

Domestic use 1,000 ton 1545 1575 1573 1545 1526 1482 1467 1471 1460 1440 1427 1413

Producer price euro/ton 114 108 108 110 111 111 111 112 112 113 113 114
Maize

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Rye

Production 1000 tons 61 74 73 76 79 81 83 85 88 90 93 95

Domestic use 1000 tons 108 109 109 109 109 109 109 109 109 109 110 110

Producer price euro/ton 132 124 124 127 129 128 128 128 129 129 130 131
Other grains

Production 1000 tons 1195 1222 1186 1201 1219 1229 1236 1245 1256 1267 1280 1293

Domestic use 1000 tons 790 820 809 778 754 718 703 699 684 663 647 630

Producer price euro/ton 114 101 102 105 108 109 109 109 110 112 113 115
Total oilseeds

Production 1,000 ton 90 89 88 89 89 88 88 88 88 88 88 88

Domestic use 1,000 ton 108 177 167 166 169 167 166 167 165 154 153 152
Rapeseed

Production 1,000 ton 90 89 88 89 89 88 88 88 88 88 88 88

Domestic use 1,000 ton 108 177 167 166 169 167 166 167 165 154 153 152

Producer price euro/ton 199 202 203 216 223 216 212 212 213 214 215 215
Sunflower

Production 1,000 ton 0 0 0 0 0 o] 0 o] 0 o] 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Soybeans

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Beef and veal

Production 1,000 ton 99 95 95 93 91 87 84 83 82 80 78 76

Domestic use 1,000 ton 98 98 98 99 99 99 99 99 99 100 100 100

Producer price euro/100 kg 206 210 211 209 208 209 210 210 210 209 208 208
Pig meat

Production 1,000 ton 184 194 198 196 194 195 198 201 201 200 200 202

Domestic use 1,000 ton 171 184 188 189 189 191 192 194 197 198 199 200

Producer price euro/100 kg 132 126 122 123 125 126 128 126 125 126 128 129
Poultry meat

Production 1,000 ton 69 89 93 96 100 103 107 111 115 118 122 125

Domestic use 1,000 ton 69 85 87 90 94 97 100 103 106 110 113 116

Producer price euro/100 kg 115 116 116 116 116 117 117 117 117 117 117 118
Sheep meat

Production 1,000 ton 1 1 1 1 1 1 1 1 1 1 1 1

Domestic use 1,000 ton 2 2 2 2 2 2 2 2 2 2 2 2

Producer price euro/100 kg 167 165 165 165 165 165 165 165 166 166 166 166
Fluid milk

Production 1,000 ton 2438 2390 2313 2233 2221 2228 2219 2201 2185 2172 2159 2146

Domestic use 1,000 ton 945 935 936 935 931 928 925 922 919 915 911 907

Whole sale price euro/100 kg 32 30 29 28 28 29 29 29 29 29 29 29
Butter

Production 1,000 ton 62 57 51 49 50 49 48 47 47 46 46 45

Domestic use 1,000 ton 20 16 15 14 13 11 10 9 8 7 6 5

Whole sale price euro/100kg 464 424 396 387 390 388 387 388 389 390 391 392
SMP

Production 1,000 ton 19 11 2 2 4 2 1 0 0 0 0 0

Domestic use 1,000 ton 8 7 7 6 6 6 6 6 5 5 5 5

Whole sale price euro/100kg 204 177 160 182 198 190 185 186 189 192 195 198
WMP

Production 1,000 ton 2 1 1 1 1 1 0 0 0 0 0 0

Domestic use 1,000 ton 2 2 2 2 2 2 2 2 2 2 2 2

Whole sale price euro/100kg 204 177 160 182 198 190 185 186 189 192 195 198
Cheese

Production 1,000 ton 99 106 111 107 105 108 109 109 109 110 110 111

Domestic use 1,000 ton 85 98 100 103 106 108 111 113 116 119 121 124

Whole sale price euro/100kg 814 818 825 799 800 817 821 818 819 824 833 844

Source: Finnish AGMEMOD Model (2006)

Agricultural income



Finland Country Level Results

Although the AGMEMOD country models cover a restricted set of agricultural commodities
and cover feedstuffs as the sole input variable, it is possible to approximate the development
of gross agricultural sector income. This is based on the development of agricultural output
value, subsidies (direct payments and SFP) and feed costs respectively. This calculation is
only an approximation of the true developments in agricultural sector output, input and
incomes. The values of agricultural output and subsidies are relatively accurate, whereas feed
costs cover only the use of grains. Thus, gross agricultural income is obviously only an
approximate estimate of the likely future development of these variables, given the limited
coverage of input expenditure.

Table 7.4 : Baseline Agricultural output value, subsidies, feed costs & income in Finland'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 0.98 0.95 0.93 0.94 0.94 0.95 0.95 0.95 0.96 0.96 0.97
Subsidies/SFP 2000=1 1.00 112 0.91 0.90 0.90 0.90 0.90 0.90 0.90 0.90 0.90 0.89
Feeding costs 2000=1 1.00 0.95 0.94 0.93 0.93 0.89 0.87 0.87 0.86 0.85 0.84 0.82
Gross agric. income 2000=1 1.00 1.01 0.94 0.92 0.93 0.94 0.94 0.94 0.95 0.95 0.96 0.96

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: own calculations

7.2 Further CAP Reform (FCR)

Full decoupling under the further CAP reform (FCR) scenario is projected to have only a
limited impact in Finland for those markets where premiums were fully decoupled or where
no direct payments were made under Agenda 2000. Under the FCR scenario, coupling rates
of animal premiums for suckler cows, ewes, bulls and adult slaughtering will decrease from
non-zero values to zero. Changes in the key prices are small, and so are the changes in
Finnish producer prices. A few examples are given in Table 7.5. Supply and demand changes
are accordingly very small (Table 7.6).

Table 7.5 : Finnish Prices: FCR Scenario (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Soft wheat 0.01% 0.01% 0.01% 0.01% 0.02% 0.02% 0.02% 0.02% 0.02%
Pork 0.00% 0.00% 0.00% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%
Poultry 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Cheese 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Source: Finnish AGMEMOD Model (2006)

The impact of full decoupling in other EU MS on Finnish agricultural commodity markets is
reflected in the development of prices which clear the sub-models of Finnish agricultural
commodity markets. However, the implementation of full decoupling across all EU MS is
projected to lead to quite small increases in the supply-inducing prices that are used in the
AGMEMOD sub-models. Changes in key prices are less than 0.5%, and consequently the
projected changes in agricultural output prices are even less in Finland.
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Table 7.6 : Finland projections under FCR scenario: (% A from the Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.4% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3% -0.3% -0.3%

Domestic use -1.0% 0.9% -0.8% -1.0% -1.1% -1.1% -1.2% -1.3% -0.7%
Soft wheat

Production -0.4% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3% -0.3% -0.3%

Domestic use -0.2% 0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production -0.4% -0.4% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3% -0.3%

Domestic use -1.1% 1.0% -0.9% -1.1% -1.2% -1.3% -1.4% -1.4% -0.8%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production -0.4% -0.4% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3% -0.3%

Domestic use -0.1% 0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production -0.4% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3% -0.3% -0.3%

Domestic use -1.5% 1.3% -1.2% -1.6% -1.7% -1.8% -2.0% -2.1% -1.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.3% 0.3% -0.2% -0.3% -0.3% -0.3% -0.4% -0.4% -0.2%
Rapeseed

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.3% 0.3% -0.2% -0.3% -0.3% -0.3% -0.4% -0.4% -0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -1.7% 1.5% -1.4% -1.8% -2.0% -2.1% -2.2% -2.3% -1.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production -5.8% -7.7% -8.5% -8.9% -9.3% -9.7% -10.0% -10.3% -10.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production -0.1% -0.1% -0.1% -0.4% -2.9% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Finnish AGMEMOD Model (2006)

The full decoupling of support under the FCR scenario is projected to have an effect on the
stock of suckler cows and sheep. The ending stock of suckler cows in Finland is projected
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under the FCR scenario to decreases by about 20% compared with the Baseline projection.
However, since the share of beef cows in the total cows number in Finland is relatively small,
the production of beef and veal under the FCR scenario is projected to fall by only about 2%
compared with the Baseline. The effect of full decoupling on production is clearly evident in
the Finnish sheep sector, where production of lamb meat, under the FCR scenario, is
projected to fall by approximately 10% compared with the Baseline. The associated changes
in Finnish agricultural income under the FCR scenario are set out in Table 7.7.

Table 7.7 : Finnish Agricultural output and income under FCR Scenario (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value -0.3% 0.1% -0.3% -0.3%  -0.3% -0.3% -0.3% -0.3% -0.2%
Subsidies/SFP -4.0% -4.0% -4.0% -4.0%  -4.0% -4.0% -4.0% -4.0%  -2.6%
Feeding costs -1.4% 1.4% -1.1% -14% -1.5% -1.7% -1.8% -1.9%  -1.0%
Gross agric. income -1.0% -0.9% -1.0% -1.0% -1.0% -1.0% -1.0% -1.0% -0.6%

Source: Finnish AGMEMOD Model (2006)

7.3 Exchange Rate Change (ERC)

Key prices are the driving forces of the AGMEMOD model. As the key prices are determined
by the interaction of EU and world markets, the exchange rate between the US dollar and the
euro is an important factor in determining the influence of world prices of agricultural
commodities on EU agricultural markets and the competitiveness of EU agricultural exports
on world markets. Three scenarios are analysed with a view to studying the influence of the
dollar/euro rate on Finnish agriculture.

The US dollar versus the euro exchange rate applied in the Baseline and CAP reform is about
1.1. In evaluating the impact of changes in the exchange rate, three alternative paths were
analysed. Two of these projections involve a depreciation of the US dollar to 1.30 and 1.4 US
dollar per euro in 2007. The present exchange rate (November 2006) is slightly below US$
1.30. The third alternative is for the euro to depreciate against the dollar tof US$ 1 per euro.

When the exchange rate € /USS falls from 1.1 in the baseline to US$ 1 per euro, key prices
and national prices increase, whereas an increase in the exchange rate from 1.00 to 1.30 and
1.40 means lower key and national prices (Table 7.8 and Figure 7.1).

Figure 7.1 : Finnish Commodity Prices: ERC Scenarios (% A from Baseline)
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Source: Finnish AGMEMOD Model (2006)

The differences in the price levels for the five scenarios are, however, quite large. The effect
in various countries, however, depends on the parameters of the price linkage equations. For
example the French wheat (key) price varies from 104 to 112 euro/tonne, even though the
variation in the world market price is 40% due to the variation in the exchange rate, if the
dollar price of wheat is kept constant.

Table 7.8: French wheat (key) price in various scenarios, €/tonne
2007 2008 2009 2010 2011 2012 2013 2014 2015

Baseline 106.9 1086 1079 1075 107.8 108.3 108.8 109.2 109.6
Cap reform 106.9  108.6 107.9 107.5 1079 1083 108.8 109.3  109.7
Xratel 109.7 110.0 1108 111.2 1116 1118 112.0 1121 1122
Xratel.3 103.8 104.0 1045 1048 105.1 105.1 105.2 105.3 1053
Xratel.4 102.4  102.6 103.0 103.3  103.5 103.5 103.6  103.7  103.7

Source: Finnish AGMEMOD Model (2006)

The Finnish producer price of wheat is determined by the French (key) price, and the
variation from one scenario to another is even smaller than for the French price. This is the
result of the elasticity of the linkage, which is somewhat smaller than one. The result may
seem a little questionable, but there are many frictions in market behaviour which lessen the
effect of fluctuations in world market prices.

Table 7.9: Finnish wheat price in the various scenarios, €/tonne
2007 2008 2009 2010 2011 2012 2013 2014 2015

Baseline 129.3 130.5 130.0 129.7 130.0 130.3 130.7 131.0 1313
Cap reform 129.3  130.5 130.0 129.7 130.0 1303 130.7 131.1 1314
Xratel 131.4  131.6 132.2 1325 1328 133.0 1331 133.2 1333
Xratel.3 126.9 127.1 1275 127.7 127.9 127.9 128.0 128.1 128.1
Xratel.4 125.8 126.0 126.3 1265 126.7 126.7 126.8 126.8  126.8

Source: Finnish AGMEMOD Model (2006)

Since supply and demand patterns are usually inelastic, production and consumption tend to
vary even less than do prices. The difference in wheat production is only 1.7% at most in
2015. This raises the question whether we have built too conservative a model, i.e. that the
elasticities are too small. This refers equally to the national model as to the key price country
model. However, the dollar/euro exchange rate has recently varied from 0.9 tol1.3 US dollars
per euro, but a similar fluctuation in the wheat price has not been seen.
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Table 7.10: Finnish wheat production in various scenarios, 1000 tonnes
2007 2008 2009 2010 2011 2012 2013 2014 2015

Baseline 497 503 507 511 515 520 525 529 534
Cap reform 495 501 505 509 513 518 523 528 532
Xratel 499 504 509 514 519 523 528 532 537
Xratel.3 495 499 504 508 513 517 521 526 530
Xratel.4 494 498 503 507 511 516 520 524 528

Source: Finnish AGMEMOD Model (2006)

Agricultural income

The main influence on gross agricultural income (ceteris paribus) under the exchange rate
scenario arises from the impact on Finnish agricultural output value. Finnish prices and
production costs are highest in the ERC-1 scenario, which leads to increased values of these
agricultural outputs, while the opposite is the case in the ERC-2 and ERC-3 scenarios (Figure
7.2).

Conclusion

It can be concluded on the whole that the model works as it should. The changes between the
two extremes in the exercise, Baseline and ECR-3, are in the right direction, but in the
Finnish case the changes in supply and use of agricultural commodities are rather limited.
This is, however, in accordance with the historic data. The Finnish market tends to follow
European movements, albeit not strictly.

Figure 7.2 : Finland: Gross agriculture income in ERC Scenarios. (% A from Baseline)
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Source: Finnish AGMEMOD Model (2006)

Table 7.11 to Table 7.13 show the impact of the Exchange Rate Change Scenarios in
comparison with the Baseline. It must be remarked that the strange developments of SMP and
WMP productions is due to the very small absolute levels for these products in Finland (see
Table 7.3).
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Table 7.11: Finland: ERC -1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.4% 0.4% 0.6% 0.9% 1.0% 1.0% 1.0% 0.9% 0.8%

Domestic use 0.8% 2.0% 1.6% 3.6% 4.4% 4.8% 5.1% 5.2% 5.2%
Soft wheat

Production 0.4% 0.2% 0.5% 0.6% 0.7% 0.6% 0.6% 0.6% 0.5%

Domestic use -0.1% 0.6% 0.4% 0.9% 1.3% 1.5% 1.6% 1.6% 1.6%

Producer price 1.7% 0.8% 1.7% 2.2% 2.2% 2.0% 1.9% 1.7% 1.5%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.2% 0.3% 0.4% 0.6% 0.7% 0.8% 0.7% 0.7% 0.6%

Domestic use 1.2% 2.4% 2.1% 4.5% 5.3% 5.8% 6.0% 6.1% 6.1%

Producer price 1.0% 0.9% 1.4% 1.9% 2.1% 2.1% 2.0% 1.8% 1.6%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production 0.9% 0.4% 0.9% 1.2% 1.2% 1.1% 1.1% 1.0% 0.9%

Domestic use 0.0% 0.2% 0.1% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3%

Producer price 2.9% 1.5% 3.0% 3.8% 3.9% 3.6% 3.3% 2.9% 2.6%
Other grains

Production 0.6% 0.7% 1.0% 1.4% 1.6% 1.6% 1.5% 1.4% 1.3%

Domestic use 0.8% 2.7% 1.9% 4.9% 6.0% 6.7% 7.3% 7.7% 7.9%

Producer price 2.3% 2.0% 3.1% 4.2% 4.7% 4.6% 4.4% 4.0% 3.5%
Total oilseeds

Production 0.6% 0.3% 0.5% 0.6% 0.6% 0.5% 0.4% 0.3% 0.3%

Domestic use 0.9% 1.9% 2.4% 3.8% 4.7% 5.1% 4.8% 4.8% 4.7%
Rapeseed

Production 0.6% 0.3% 0.5% 0.6% 0.6% 0.5% 0.4% 0.3% 0.3%

Domestic use 0.9% 1.9% 2.4% 3.8% 4.7% 5.1% 4.8% 4.8% 4.7%

Producer price 6.4% 3.1% 6.1% 7.9% 7.9% 7.1% 6.3% 5.5% 4.7%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.6% 1.0% -1.3% 0.5% 0.3% 0.4% 0.8% 1.2% 1.6%

Domestic use 0.4% 0.2% 0.4% 0.5% 0.5% 0.4% 0.4% 0.3% 0.3%

Producer price -1.2% -0.6% -1.1% -1.3% -1.3% -1.1% -1.0% -0.9% -0.8%
Pig meat

Production 0.6% 1.3% 2.0% 2.9% 3.8% 4.2% 4.2% 4.0% 3.8%

Domestic use -1.3% -0.6% -1.3% -1.7% -1.6% -1.3% -1.1% -1.0% -0.9%

Producer price 2.8% 1.4% 2.9% 3.9% 3.7% 3.2% 2.9% 2.6% 2.3%
Poultry meat

Production -0.5% -0.4% -0.5% -0.6% -0.7% -0.6% -0.5% -0.4% -0.4%

Domestic use 0.1% 0.1% 0.1% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1%

Producer price -0.1% -0.2% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%
Sheep meat

Production -0.9% -0.6% -1.0% -1.3% -1.4% -1.3% -1.2% -1.0% -0.9%

Domestic use 0.2% 0.1% 0.3% 0.4% 0.3% 0.2% 0.2% 0.2% 0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production -0.3% 0.8% 0.9% 1.5% 2.2% 2.9% 3.2% 3.4% 3.4%

Domestic use -0.1% -0.1% -0.2% -0.3% -0.3% -0.4% -0.4% -0.4% -0.4%

Whole sale price 0.7% 1.6% 2.2% 3.2% 4.2% 4.8% 5.1% 5.2% 5.1%
Butter

Production 2.8% 2.8% 4.5% 6.4% 7.6% 8.2% 8.4% 8.3% 8.0%

Domestic use -0.1% -0.1% -0.2% -0.2% -0.3% -0.3% -0.3% -0.3% -0.3%

Whole sale price 1.3% 0.7% 1.3% 1.6% 1.7% 1.6% 1.4% 1.3% 1.2%
SMP

Production 175.6% 63.1% 165.3% 569.1% 4630.9% 4630.9% 4630.9% 4630.9% 4630.9%

Domestic use -3.4% -1.9% -3.6% -4.6% -4.7% -4.4% -4.1% -3.7% -3.4%

Whole sale price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
WMP

Production 48.7% 27.6% 56.2% 94.4% 120.8% 131.7% 141.9% 151.6% 162.4%

Domestic use -3.2% -1.7% -3.3% -4.1% -4.1% -3.8% -3.4% -3.1% -2.7%

Whole sale price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Cheese

Production -2.4% 0.0% -0.9% -0.8% 0.1% 1.0% 1.7% 2.1% 2.3%

Domestic use 0.0% -0.6% -0.7% -1.0% -1.4% -1.6% -1.7% -1.7% -1.6%

Whole sale price 0.0% 2.7% 3.4% 5.2% 7.2% 8.8% 9.6% 9.9% 9.7%

Source: Finnish AGMEMOD Model (2006)

Table 7.12: Finland: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)
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2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.4% -0.9% -1.0% -0.9% -0.8% -0.9% -1.0% -1.1% -1.2%

Domestic use -0.8% -3.1% -3.6% -3.6% -4.3% -4.8% -5.2% -5.6% -6.2%
Soft wheat

Production -0.4% -0.7% -0.6% -0.5% -0.5% -0.6% -0.6% -0.7% -0.8%

Domestic use 0.1% -0.5% -1.1% -1.2% -1.3% -1.4% -1.5% -1.6% -1.8%

Producer price -1.8% -2.6% -2.0% -1.6% -1.6% -1.8% -2.0% -2.3% -2.5%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production -0.3% -0.6% -0.7% -0.6% -0.6% -0.6% -0.7% -0.8% -0.9%

Domestic use -1.3% -3.9% -4.4% -4.3% -5.1% -5.7% -6.1% -6.6% -7.4%

Producer price -1.1% -2.0% -2.0% -1.7% -1.7% -1.8% -2.0% -2.2% -2.5%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production -0.9% -1.4% -1.1% -0.9% -0.9% -1.0% -1.2% -1.3% -1.4%

Domestic use 0.0% -0.1% -0.3% -0.3% -0.3% -0.3% -0.3% -0.3% -0.4%

Producer price -3.2% -4.6% -3.4% -2.8% -2.8% -3.2% -3.6% -4.0% -4.3%
Other grains

Production -0.7% -1.4% -1.5% -1.3% -1.3% -1.3% -1.5% -1.7% -1.9%

Domestic use -0.9% -3.9% -4.6% -4.7% -5.9% -6.8% -7.4% -8.2% -9.2%

Producer price -2.5% -4.6% -4.5% -3.9% -3.7% -3.9% -4.3% -4.8% -5.3%
Total oilseeds

Production -0.7% -0.9% -0.6% -0.4% -0.4% -0.4% -0.5% -0.5% -0.5%

Domestic use -1.0% -3.3% -4.1% -4.2% -4.5% -4.7% -4.6% -5.0% -5.6%
Rapeseed

Production -0.7% -0.9% -0.6% -0.4% -0.4% -0.4% -0.5% -0.5% -0.5%

Domestic use -1.0% -3.3% -4.1% -4.2% -4.5% -4.7% -4.6% -5.0% -5.6%

Producer price -7.0% -9.8% -7.2% -5.6% -5.6% -6.3% -6.9% -7.6% -8.2%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.6% -0.6% 0.1% 0.7% -0.4% -1.2% -1.4% -1.4% -1.6%

Domestic use -0.5% -0.7% -0.5% -0.4% -0.3% -0.4% -0.4% -0.5% -0.5%

Producer price 1.3% 1.9% 1.3% 0.9% 0.9% 1.0% 1.1% 1.3% 1.4%
Pig meat

Production -0.6% -2.1% -3.3% -3.7% -3.7% -3.6% -3.8% -4.1% -4.6%

Domestic use 1.4% 2.0% 1.5% 1.2% 1.1% 1.1% 1.3% 1.4% 1.6%

Producer price -3.0% -4.4% -3.3% -2.7% -2.6% -2.8% -3.2% -3.6% -4.0%
Poultry meat

Production 0.5% 0.9% 0.8% 0.6% 0.5% 0.5% 0.5% 0.6% 0.6%

Domestic use -0.1% -0.2% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1% -0.2%

Producer price 0.1% 0.3% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.3%
Sheep meat

Production 1.1% 1.7% 1.4% 1.1% 1.1% 1.1% 1.2% 1.3% 1.4%

Domestic use -0.2% -0.3% -0.3% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.3% -0.6% -2.0% -2.6% -2.8% -2.9% -3.1% -3.3% -3.7%

Domestic use 0.1% 0.2% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4%

Whole sale price -0.8% -2.5% -3.8% -4.2% -4.4% -4.6% -5.0% -5.4% -5.9%
Butter

Production -3.5% -6.4% -7.0% -7.0% -7.3% -7.9% -8.6% -9.5% -10.5%

Domestic use 0.2% 0.3% 0.2% 0.2% 0.2% 0.2% 0.3% 0.4% 0.5%

Whole sale price -1.4% -2.1% -1.5% -1.2% -1.2% -1.4% -1.6% -1.8% -1.9%
SMP

Production -100.0% -100.0% -100.0% -100.0% -99.9% 0.0% 0.0% 0.0% 0.0%

Domestic use 3.7% 5.8% 4.2% 3.3% 3.4% 3.9% 4.5% 5.1% 5.8%

Whole sale price -13.5% -18.5% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
WMP

Production -58.2% -73.6% -78.4% -89.7% -100.0% -100.0% -100.0% -100.0% -100.0%

Domestic use 3.5% 5.3% 3.8% 2.9% 2.9% 3.4% 3.8% 4.2% 4.7%

Whole sale price -13.5% -18.5% -13.9%  -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
Cheese

Production 3.4% 3.2% 0.2% -1.1% -1.3% -1.1% -1.1% -1.1% -1.2%

Domestic use 0.0% 0.6% 1.3% 1.6% 1.6% 1.6% 1.6% 1.7% 1.8%

Whole sale price 0.0% -3.0% -6.5% -7.9% -8.3% -8.6% -9.1% -9.8% -10.6%

Source: Finnish AGMEMOD Model (2006)



Finland Country Level Results

Table 7.13: Finland: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.6% -1.2% -1.3% -1.3% -1.2% -1.3% -1.4% -1.6% -1.7%

Domestic use -1.2% -4.3% -4.8% -5.3% -6.4% -7.1% -7.6% -8.2% -9.0%
Soft wheat

Production -0.6% -0.9% -0.8% -0.7% -0.8% -0.8% -0.9% -1.0% -1.1%

Domestic use 0.1% -0.8% -1.4% -1.7% -2.0% -2.1% -2.2% -2.3% -2.6%

Producer price -2.6% -3.5% -2.8% -2.5% -2.5% -2.8% -3.0% -3.2% -3.4%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production -0.4% -0.8% -1.0% -0.9% -0.9% -1.0% -1.0% -1.2% -1.3%

Domestic use -1.8% -5.5% -6.0% -6.4% -7.5% -8.4% -9.0% -9.7% -10.6%

Producer price -1.6% -2.8% -2.8% -2.6% -2.6% -2.7% -2.9% -3.2% -3.4%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rye

Production -1.4% -1.9% -1.6% -1.4% -1.4% -1.6% -1.7% -1.8% -2.0%

Domestic use 0.0% -0.2% -0.3% -0.4% -0.4% -0.5% -0.5% -0.5% -0.6%

Producer price -4.6% -6.1% -4.9% -4.3% -4.4% -4.8% -5.2% -5.6% -6.0%
Other grains

Production -1.0% -1.9% -2.1% -2.0% -1.9% -2.0% -2.2% -2.4% -2.6%

Domestic use -1.3% -5.5% -6.2% -7.0% -8.8% -10.0% -11.0% -12.0% -13.3%

Producer price -3.6% -6.2% -6.3% -5.8% -5.7% -6.0% -6.4% -6.9% -7.5%
Total oilseeds

Production -1.0% -1.2% -0.8% -0.6% -0.6% -0.7% -0.7% -0.7% -0.7%

Domestic use -1.4% -4.5% -5.6% -6.1% -6.7% -7.1% -6.8% -7.4% -8.0%
Rapeseed

Production -1.0% -1.2% -0.8% -0.6% -0.6% -0.7% -0.7% -0.7% -0.7%

Domestic use -1.4% -4.5% -5.6% -6.1% -6.7% -7.1% -6.8% -7.4% -8.0%

Producer price -10.1% -12.9% -10.3% -8.8% -8.8% -9.5% -10.1% -10.7% -11.3%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.9% -1.0% 0.4% 0.8% -0.6% -1.5% -1.9% -2.1% -2.3%

Domestic use -0.7% -0.9% -0.7% -0.6% -0.5% -0.5% -0.6% -0.6% -0.7%

Producer price 1.9% 2.4% 1.8% 1.5% 1.4% 1.5% 1.7% 1.8% 2.0%
Pig meat

Production -0.9% -2.9% -4.6% -5.3% -5.5% -5.5% -5.7% -6.0% -6.6%

Domestic use 2.0% 2.6% 2.1% 1.8% 1.7% 1.7% 1.8% 2.0% 2.1%

Producer price -4.4% -5.7% -4.8% -4.2% -4.0% -4.2% -4.6% -5.1% -5.5%
Poultry meat

Production 0.8% 1.2% 1.1% 0.9% 0.8% 0.8% 0.8% 0.8% 0.8%

Domestic use -0.2% -0.3% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Producer price 0.2% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3% 0.3% 0.4%
Sheep meat

Production 1.5% 2.3% 2.0% 1.7% 1.7% 1.7% 1.8% 1.9% 2.0%

Domestic use -0.3% -0.4% -0.4% -0.4% -0.3% -0.3% -0.4% -0.4% -0.4%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.5% -0.9% -2.7% -3.6% -4.0% -4.2% -4.6% -4.9% -5.4%

Domestic use 0.1% 0.3% 0.4% 0.5% 0.5% 0.5% 0.6% 0.6% 0.6%

Whole sale price -1.1% -3.4% -5.2% -6.0% -6.5% -6.9% -7.4% -7.9% -8.5%
Butter

Production -5.4% -8.9% -9.9% -10.4% -11.0% -11.9% -12.8% -13.8% -15.0%

Domestic use 0.2% 0.3% 0.3% 0.3% 0.3% 0.4% 0.5% 0.6% 0.7%

Whole sale price -2.0% -2.7% -2.2% -1.9% -1.9% -2.1% -2.3% -2.5% -2.7%
SMP

Production -100.0% -100.0% -100.0% -100.0% -99.9% 0.0% 0.0% 0.0% 0.0%

Domestic use 5.5% 7.7% 6.1% 5.2% 5.3% 5.9% 6.5% 7.2% 8.0%

Whole sale price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
WMP

Production -87.3% -100.0% -100.0% -100.0% -100.0% -100.0% -100.0% -100.0% -100.0%

Domestic use 5.0% 7.0% 5.5% 4.6% 4.6% 5.1% 5.5% 6.0% 6.4%

Whole sale price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
Cheese

Production 5.4% 4.3% 0.8% -1.0% -1.4% -1.5% -1.6% -1.8% -1.9%

Domestic use 0.0% 0.9% 1.8% 2.2% 2.3% 2.3% 2.4% 2.5% 2.6%

Whole sale price 0.0% -4.3% -8.9% -11.0% -12.0% -12.8% -13.6% -14.5% -15.4%

Source: Finnish AGMEMOD Model (2006)
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8 France
Frédéric Chantreuil and Fabrice Levert, Institut National de la Recherche Agronomique (INRA),
Rennes

8.1 Baseline

Table 8.1 shows the specific assumptions for France on the macroeconomic variables that
underlie the model’s baseline and scenario projections up to 2015.

Table 8.1 : Assumptions on macroeconomic variables for France

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 59.4 60.5 60.7 61.0 61.2 61.5 61.7 62.0 62.2 62.4 62.6 62.8
GDP bil. Euro97 1363 1547 1578 1610 1642 1675 1708 1743 1777 1813 1849 1886
GDP per capita  Euro97/cap 22963 25594 25991 26398 26814 27241 27678 28125 28583 29052 29533 30026
Inflation 1997=1 1.03 1.10 112 1.14 1.16 1.18 1.20 121 1.23 1.25 1.27 1.29

Source: INSEE, IMF-IFS

As part of the measures to implement the 2003 Luxembourg Agreement in France, few
premiums have been totally decoupled. The Agenda 2000 production subsidies for the
production of milk, bulls and steers were totally decoupled in 2006 with the introduction of
the SFP in France. Two direct payments (suckler cow and calf slaughtering premiums)
remain totally coupled, while all direct payments other than those already referred to are
partially coupled. In the French AGMEMOD model decoupled payments are assumed to
retain some supply-inducing impact on the agricultural sector, with the magnitude of the
impact of decoupled direct payments depending on the distribution effects of payments to
other sectors compared with entitled hectares and animals in the reference years (in France,
only 8% of the CAP payments will shift to land that was not subsidised in the reference
years), on (compulsory) modulation effects (which will reach 15% of subsidies in 2015) and
on shift rate effects (it is assumed that annually 2.5% of arable farmers and 5% of livestock
farmers will exit agriculture). For further details of the way the SFP are implemented in the
AGMEMOD model, see Report 11 - AGMEMOD - Model description.

Table 8.2 shows the derived multipliers that reflect these supply-inducing effects in the
French agricultural sectors.

Table 8.2 : Supply-inducing multipliers of French agriculture in the Baseline

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 1.00 0.89 0.87 084 082 080 078 0.76 0.74 072 0.70
Oilseeds index 1.00 1.00 0.89 0.87 084 082 080 078 0.76 0.74 072 0.70
Suckler cows index 1.00 1.00 1.00 1.00 100 100 100 100 1.00 1.00 1.00 1.00
Milk index 1.00 1.00 0.55 0.51 048 045 042 040 037 0.35 033 031
Maize index 1.00 1.00 0.89 0.87 084 082 080 0.78 0.76 0.74 0.72 0.70
Ewes index 1.00 1.00 0.92 0.89 0.87 084 082 080 0.79 0.77 0.75 0.73
Sheep index 1.00 1.00 0.92 0.89 087 084 082 080 0.79 0.77 075 0.73
Bulls index 1.00 1.00 0.84 078 073 069 065 061 057 0.53 050 0.47

Adult slaughtering index 1.00 1.00 0.90 0.87 084 081 079 076 0.74 0.72 070 0.68
Calves slaughtering  index 1.00 1.00 1.00 1.00 1.00 1.00 100 1.00 1.00 1.00 1.00 1.00

Source: Own calculations

These multipliers are used to simulate the effect of the SFP by reducing the amounts of direct
payments (as used under the old scheme) to ‘synthetic’ premium levels. The French
multipliers are relatively high because most premiums remain (partly) coupled under the
Baseline. Another reason for the high level is the limited degree to which the SFP is
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redistributed to land other than land on which the entitlements were established.

Grains and oilseed sectors

Under the Baseline, French grain and oilseed prices are projected to increase over the period
2005 to 2015. With the exception of prices of rapeseed and sunflower seed, which are
projected to increase by 1% and 0.8% over the Baseline period, the projected increases for
crop prices are large. Soft wheat, durum wheat, barley, maize and soybean prices are
projected under the Baseline to increase by 4.6%, 19.4%, 12.7%, 6.4% and 17.5%
respectively. This is projected to lead to an increase in the area harvested for grains (+2.8%).
Under the Baseline, French soft wheat area is projected to increase by 6.3%, while barley
area is projected to decline by 14.7%, and the maize area should remain constant.
Productivity per hectare under the Baseline is projected to increase due to higher prices and
ongoing technical change and improved farming practices.

The effect of the policy changes on grain yields is projected to be slight. The production
impact over the period 2005 to 2015 in France indicates that the 2003 CAP reform is should
increase soft wheat production by 11.2%, while barley production is projected to decrease by
more than 6% over the same period. Under the Baseline, total domestic use of grains is
projected to increase by 3% despite the projected rise in grain prices. This projection is driven
by the increase in non-feed uses of grains, since maize and barley feed uses are both
projected to decrease by 0.3% and 10% respectively. On the other hand, soft wheat and
durum wheat non-feed uses are projected to grow by up to 5% over the Baseline projection
period, while barley non-feed uses are projected to decline over. French soft wheat net
exports are, under the Baseline, projected to increase significantly, while barley net exports
are projected to decline.

Under the Baseline, French oilseeds harvested area is projected to increase by 7.9% over the
period 2005-2015. Rapeseed area is expected to increase to more than 1250 thousand hectares
in 2015 while sunflower seed area is projected to decrease by more than 7%, and soybean
area increases by 6.3%. Productivity per hectare is, under the Baseline, projected to grow so
that production of rapeseed, sunflower seed and soybean would increase by 35%, 7%, 3%
respectively between 2005 and 2015. The total demand for the associated meals is projected
to increase by more than 11%, while production of these associated meals is projected to
increase by more than 9%. Oilseed meals net exports are thus, under the Baseline, projected
to increase.
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Livestock and dairy sectors

Under the Baseline, the French livestock sector is characterised by a projected drop in cattle
and sheep numbers (13.7% and 20% respectively), while pig numbers are projected to
increase by more than 2% over the projection period.

Over the Baseline projection period, the French beef and veal price is projected to fall by
1.1% to €144.34 per 100 kg in 2015. French producer prices for pig meat and sheep meat are
projected to increase by 4.3% and 2% respectively, while the poultry meat price is projected
to decrease by 3.9% between 2005 and 2015. In response to the Baseline projection of rising
pig meat prices, French pig meat production is projected to increase by 5.5% between 2005
and 2015, in tandem with a projected increase of 8.1% in total domestic use of pig meat in
France, with growth in domestic use driven by growth in per capita incomes. French sheep
meat production under the Baseline is projected to decline by 5.4% between 2005 and 2015,
while lamb meat consumption is projected to increase by 5.6% in response to declining lamb
prices and rising per capita incomes.. By contrast, French beef and veal production is
projected to decrease by 4.6% while total domestic consumption should increase by 1%
between 2005 and 2015. Finally, French poultry production under the Baseline is projected to
remain constant over the projection period, while in response to declining poultry prices total
domestic use of poultry meat in France is projected to increase by over 8%.

Following the 2003 CAP reform, which reduced some dairy commodity intervention prices,
the French dairy market is over the projection period characterised by a decrease in the farm
gate milk price to € 28.14 per tonne in 2015 (a projected decline of 0.8% over the projection
period). Prices of dairy commodities in France are in general also projected to fall, with the
important exceptions of cheese and skim milk powder, which under the Baseline are
projected to increase by 2% and 5% rise respectively. Under the Baseline, ending numbers of
dairy cows in France are projected to decline by 7.6% (to 3.955 million head), leading to a
6.2% decline in projected French milk production under the Baseline. The cuts in the butter
intervention prices (25% from 2004) in the Baseline scenario are reflected in projected
French market prices. The fall in the butter price is projected to lead to a reduction in French
butter production of 6% over the period 2005-2015. Despite the lower projected prices,
consumption of butter is projected to decline slightly (-1.2%) over the projection period,
while the consumption of cheese is expected to grow by 11% between 2005 and 2015. Table
8.4 summarises the Baseline projections for the main agricultural commodities in France.

Agricultural income

Although the AGMEMOD country models cover only an incomplete portion of all of
France’s agricultural commodity outputs and models only expenditure on feedstuffs as the
sole input variable, it is still possible to approximate the development of French agricultural
sector gross income. This projection of French agricultural sector gross output, input and
incomes is based on the development of the agricultural output value, subsidies received
(direct payments and SFP) by French producers of the commodities in question, and feed
expenditures (Table 8.3).

Table 8.3 : Agricultural output, subsidies, feed cost and gross income in France'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 0.98 0.97 0.98 0.99 1.00 1.00 1.01 1.01 1.01 1.02 1.03
Subsidies/SFP 2000=1 1.00 1.05 1.10 1.06 1.05 1.04 1.03 1.02 1.01 1.00 0.99 0.98
Feeding costs 2000=1 1.00 0.87 0.87 0.93 0.97 0.95 0.95 0.96 0.96 0.98 0.98 0.99
Gross agric. income 2000=1 1.00 1.01 101 1.01 1.01 1.02 1.02 1.02 1.01 1.02 1.02 1.02

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: French AGMEMOD Model (2006)
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The share of subsidies/SFP in the agricultural output value under consideration is projected to
decrease slightly from 20.1% in 2000 to 19.3% in 2015. Between 2005 and 2015, a 4.9%
increase in agricultural sector output value is projected, while. Under the Baseline, French
gross agricultural income is projected to increase by 1.1% between 2005 and 2015.
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Table 8.4 : Baseline results concerning main agricultural commodities of France

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 54390 55906 56407 57002 57822 56645 59133 59619 60157 60721 61313 61906

Domestic use 1,000 ton 28504 29483 29668 29790 29928 30070 30195 30277 30320 30354 30377 30394
Soft wheat

Production 1,000 ton 31198 33094 33712 34197 34699 35079 35313 35567 35866 36178 36488 36802

Domestic use 1,000 ton 16717 17713 17948 18099 18274 18455 18614 18733 18821 18906 18987 19070

Producer price euro/ton 110 104 103 106 108 107 107 107 107 108 108 109
Durum wheat

Production 1,000 ton 1192 1105 1122 1181 1243 1326 1403 1463 1510 1547 1578 1601

Domestic use 1,000 ton 941 984 988 990 992 996 1002 1007 1012 1015 1019 1023

Producer price euro/ton 156 141 146 158 163 158 156 157 160 164 166 168
Barley

Production 1,000 ton 7764 7194 6983 6887 6812 6779 6732 6695 6676 6676 6697 6737

Domestic use 1,000 ton 4164 3995 3937 3901 3869 3828 3783 3731 3674 3614 3545 3469

Producer price euro/ton 102 90 92 94 96 97 97 98 98 99 101 102
Maize

Production 1,000 ton 14236 14513 14590 14738 15069 15446 15685 15896 16105 16320 16550 16766

Domestic use 1,000 ton 6682 6791 6795 6800 6793 6791 6796 6806 6814 6819 6825 6832

Producer price euro/ton 121 105 105 108 111 111 111 111 111 111 112 112
Rye

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Other grains

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Total oilseeds

Production 1,000 ton 5734 5864 6003 6113 6143 6268 6486 6691 6861 7028 7190 7356

Domestic use 1,000 ton 3934 4209 4241 4233 4266 4340 4380 4408 4439 4475 4514 4554
Rapeseed

Production 1,000 ton 3774 3518 3678 3830 3870 3969 4166 4346 4484 4609 4728 4847

Domestic use 1,000 ton 1666 1815 1862 1893 1936 1990 2026 2067 2113 2159 2209 2255

Producer price euro/ton 199 245 245 249 257 259 257 254 251 249 248 247
Sunflower

Production 1,000 ton 1698 2095 2086 2051 2038 2059 2080 2104 2133 2169 2208 2250

Domestic use 1,000 ton 1515 1640 1607 1577 1580 1596 1591 1575 1560 1547 1537 1527

Producer price euro/ton 234 282 267 271 284 290 290 289 289 289 287 284
Soybeans

Production 1,000 ton 262 251 239 232 235 240 240 241 245 250 254 259

Domestic use 1,000 ton 752 755 772 763 750 754 762 765 767 768 769 771

Producer price euro/ton 216 199 192 220 240 228 221 224 227 230 232 233
Beef and veal

Production 1,000 ton 1728 1754 1754 1747 1737 1724 1714 1706 1698 1689 1681 1673

Domestic use 1,000 ton 1600 1629 1632 1634 1637 1640 1642 1643 1643 1643 1643 1643

Producer price euro/100 kg 146 146 145 144 144 144 144 144 144 144 144 144
Pig meat

Production 1,000 ton 2334 2494 2520 2538 2553 2569 2586 2601 2609 2616 2623 2631

Domestic use 1,000 ton 2090 2189 2212 2229 2244 2261 2278 2298 2317 2334 2351 2368

Producer price euro/100 kg 138 127 122 122 126 128 130 128 126 129 131 133
Poultry meat

Production 1,000 ton 1201 1222 1224 1226 1228 1230 1231 1232 1233 1233 1233 1234

Domestic use 1,000 ton 783 802 809 816 822 829 835 842 849 856 863 869

Producer price euro/100 kg 126 124 123 122 122 123 122 121 120 120 120 119
Sheep meat

Production 1,000 ton 137 133 133 132 131 131 130 129 128 128 127 126

Domestic use 1,000 ton 304 311 313 315 317 319 320 322 324 325 327 328

Producer price euro/100 kg 396 405 406 406 407 408 409 410 411 412 412 413
Fluid milk

Production 1,000 ton 25089 24768 24767 24605 24290 24105 23988 23845 23683 23523 23370 23221

Domestic use 1,000 ton 26097 25866 25953 25887 25613 25453 25375 25276 25155 25033 24913 24798

Whole sale price euro/100 kg 29 28 28 28 28 28 28 28 28 28 28 28
Butter

Production 1,000 ton 480 477 475 469 464 463 461 457 454 451 449 447

Domestic use 1,000 ton 508 509 511 512 511 510 509 508 507 505 504 503

Whole sale price euro/100kg 427 388 361 354 358 356 355 356 358 359 360 361
SMP

Production 1,000 ton 335 333 335 329 326 330 331 328 327 326 325 326

Domestic use 1,000 ton 192 202 212 196 189 197 200 199 198 198 198 199

Whole sale price euro/100kg 222 217 212 218 224 222 221 222 223 224 226 228
WMP

Production 1,000 ton 269 298 309 318 322 326 329 331 333 335 337 338

Domestic use 1,000 ton 82 89 90 91 91 91 92 92 93 93 93 94

Whole sale price euro/100kg 283 261 248 260 270 261 255 255 255 255 256 256
Cheese

Production 1,000 ton 1852 1841 1849 1848 1808 1771 1756 1745 1729 1710 1693 1675

Domestic use 1,000 ton 1332 1410 1422 1459 1475 1482 1497 1515 1531 1544 1555 1565

Whole sale price euro/100kg 474 476 479 469 469 476 477 476 476 479 482 486

Source: French AGMEMOD Model (2006)

8.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU Member States.
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SPS payments in the EU15 Member States were, above certain amounts, also subject to
modulation. The ‘Further CAP reform’ scenario, described in Report I[II AGMEMOD -
Model description, involves effectively standardising the Member States’ currently nationally
differentiated CAP implementation plans by imposing full decoupling from 2007, while the
rates of compulsory modulation associated with the current SPS are increased by 10% from
2007 onwards.

The further CAP reform scenario, involving the “full” decoupling of all CAP direct payments
and increased rates of modulation, would not, a priori, be expected to have major impacts on
the supply and use of agricultural commodities in France. Nevertheless, since France has
chosen to decouple its direct payments only partially, this FCR scenario should show some
impacts on the French agricultural sector.

Main Results

The impact of full decoupling, the further CAP reform (FCR) scenario, on French agricultural
commodity markets is presented below and emphasises the projected development of prices
for key commodity markets. Figure 8.1 sets out the percentage changes from the Baseline
level projections for grain prices (soft wheat, barley, maize and pig meat) and beef prices.

Table 8.5 and Table 8.6 compare the French AGMEMOD model’s projections under the FCR
scenario with the Baseline projections. The rest of this section comments on these results.

Figure 8.1 : French Prices: FCR Scenario (% A from Baseline)
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Source: French AGMEMOD Model (2006)

Grains and oilseed sectors

The FCR scenario, in comparison with the Baseline, is projected to lead to a reduction in
harvested areas of all grains and oilseeds, and thus in all grains and oilseeds production.
However the magnitude of the projected declines in areas harvested are modest (-0.13% for
grains and -0.64% for oilseeds). This minor change can be explained by the limited extent to
which arable aid payments remained coupled under the Baseline, which means that the policy
change analysed in this respect is somewhat limited.

With a decline in grain production under the FCR scenario, French grain prices are projected
to increase slightly when compared with the levels projected under the baseline. Over the
period under consideration, the projected increases are 0.03%, 0.6%, 0.02 % and 0.11% for
soft wheat, durum wheat, barley and maize respectively compared with the Baseline. Even
though the projected impacts of the FCR scenario are stronger for oilseed prices than for
grain prices, the production effects of the price changes are still small. Under the FCR
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scenario, French rapeseed and sunflower seed prices are projected to increase by 0.58% and
0.4% respectively compared to the Baseline projections.

The projected price changes under the FCR scenario have negligible impacts on the grain
supply side and demand side when we compare the projections under the FCR scenario with
those under the Baseline. The impacts of the FCR scenario are more tangible for the oilseeds
sector where, under the FCR scenario, domestic use declines, while the effect of the scenario
analysed is virtually negligible for the French grains sector. Hence, French net exports are
projected to decrease slightly in all grain and oilseeds sectors.

Livestock and dairy sectors

The impact of the FCR scenario on the French livestock and dairy markets when compared to
the Baseline projections is negligible, except for the beef and veal market. Under the FCR
scenario, the number of suckler cows in France is projected to decline by 5% to 3.86 million
head in 2015. Given the substantial share of beef cows in the cow herd in France, the effect of
this decline under the CAP reform scenario on French beef production will be significant,
with beef and veal production under the scenario 5.5 % lower than under the Baseline.

The FCR scenario’s impact on French beef and veal market prices is projected to be positive,
with prices under the scenario 1% higher than under the Baseline results. This increase in
prices under the reform scenario is projected to lead to a slight decrease in beef and veal
consumption (-0.1% per year compared to the Baseline projections).



France Country Level Results

Table 8.5 : France projections under the FCR Scenario (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.15% -0.14% -0.04% -0.13% -0.13% -0.14% -0.14% -0.14% -0.14%

Domestic use 0.01% 0.01% 0.01% 0.02% 0.02%  0.02% 0.03% 0.03%  0.03%
Soft wheat

Production -0.15% -0.15% -0.15% -0.15% -0.15% -0.15% -0.16% -0.16% -0.16%

Domestic use 0.01% 0.02% 0.01% 0.01% 0.02% 0.02% 0.02% 0.02% 0.02%

Producer price 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03% 0.03%
Durum wheat

Production -0.39% -0.55% -0.45% -0.43% -0.44% -0.47% -0.51% -0.52% -0.54%

Domestic use 0.00% -0.06% -0.06% -0.06% -0.06% -0.07% -0.07% -0.07% -0.07%

Producer price 0.03% 1.15% 0.61% 0.58% 0.55% 0.56% 0.64% 0.62% 0.60%
Barley

Production -0.15% -0.14% -0.14% -0.13% -0.13% -0.13% -0.14% -0.14% -0.14%

Domestic use 0.04% 0.06% 0.08% 0.10% 0.12%  0.14% 0.16% 0.18%  0.20%

Producer price 0.01% 0.02% 0.02%  0.02% 0.02%  0.02% 0.02% 0.02%  0.02%
Maize

Production -0.15%  -0.09% -0.06% -0.06% -0.06% -0.07% -0.07% -0.07% -0.07%

Domestic use -0.01% -0.01% -0.01% -0.01% -0.01% -0.01% -0.01% -0.01% -0.01%

Producer price 0.09% 0.12% 0.12% 0.11% 0.11% 0.11% 0.11% 0.11% 0.11%
Rye

Production 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Domestic use 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Producer price 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%
Other grains

Production 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Domestic use 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Producer price 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%
Total oilseeds

Production -0.25%  -0.40% -0.55% -0.65% -0.72% -0.76% -0.79% -0.82% -0.84%

Domestic use -0.01%  -0.02% -0.03% -0.05% -0.06% -0.07% -0.07% -0.08% -0.09%
Rapeseed

Production -0.25%  -0.38% -0.50% -0.57% -0.59% -0.60% -0.60% -0.61% -0.62%

Domestic use -0.02% -0.05% -0.07% -0.10% -0.12% -0.13% -0.14% -0.15% -0.16%

Producer price 0.09% 0.20% 0.33% 0.47% 0.61% 0.72% 0.83% 0.92% 1.01%
Sunflower

Production -0.25% -0.44% -0.64% -0.81% -0.95% -1.06% -1.15% -1.22% -1.26%

Domestic use 0.00% 0.00% 0.00% -0.01% -0.01% -0.01% -0.02% -0.02% -0.02%

Producer price 0.00% 0.05% 0.12% 0.23% 0.35% 0.49% 0.63% 0.78% 0.93%
Soybeans

Production -0.25% -0.43% -0.64% -0.81% -0.96% -1.08% -1.18% -1.27% -1.33%

Domestic use 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Producer price 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%
Beef and veal

Production -2.46% -3.56% -4.50% -5.22% -5.82% -6.33% -6.83% -7.24% -7.61%

Domestic use 0.01% 0.01% -0.01% -0.03% -0.05% -0.08% -0.10% -0.13% -0.15%

Producer price -0.53% 0.09% 0.57% 0.88% 1.10% 1.27% 1.40% 1.54% 1.66%
Pig meat

Production 0.00% 0.00% 0.00% 0.00%  0.00% 0.01% 0.01% 0.01% 0.01%

Domestic use -0.03% 0.00% 0.03% 0.04%  0.05% 0.05% 0.06% 0.06% 0.07%

Producer price -0.02% 0.01% 0.02% 0.03%  0.04% 0.04% 0.04% 0.04% 0.04%
Poultry meat

Production 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Domestic use 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Producer price 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%
Sheep meat

Production 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Domestic use 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% -0.01% -0.01% -0.01%

Producer price -0.01% -0.01% 0.00% 0.01% 0.02% 0.03% 0.04% 0.04% 0.05%
Fluid milk

Production 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Domestic use 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Whole sale price 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%
Butter

Production 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Domestic use 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Whole sale price 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%
SMP

Production 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Domestic use 0.00% 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Whole sale price 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%
WMP

Production 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Domestic use 0.00% 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00%  0.00%

Whole sale price 0.00% 0.00% 0.00%  0.00% 0.00%  0.00% 0.00% 0.00%  0.00%
Cheese

Production 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Domestic use 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Whole sale price 0.00% 0.00% 0.00% 0.00%  0.00% 0.00% 0.00% 0.00% 0.00%

Source: French AGMEMOD Model (2006)

Agricultural income

The Baseline results show that the share of subsidies/SFP in the agricultural output value
under consideration is projected to decrease slightly from 20.1% in 2000 to 19.3% in 2015.
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Under the FCR scenario the ratio is projected to decrease from 20.1% in 2000 to 17% in
2015.

Under the FCR scenario French agricultural output value is projected to decline by almost 1%
against the Baseline results. French agriculture’s gross agricultural sector income is, under
the FCR scenario, projected to fall by 3.7% when compared to the Baseline projections, while
feed costs are projected to increase slightly.

Table 8.6 : France: Agricultural output and income under FCR Scenario (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value -0.4% -0.4% -0.5% -0.5% -0.6% -0.6% -0.6% -0.6%  -0.6%
Subsidies/SFP -11.7% -11.3% -11.7% -12.1% -12.6% -13.0% -14.6% -143% -14.7%
Feeding costs 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Gross agric. income -3.2% -3.1% -3.2% -3.3% -3.4% -3.5% -3.8% -3.7% -3.8%

Source: French AGMEMOD Model (2006)

8.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is € = US$ 1.24 from 2007 onwards (FAPRI 2006). In evaluating
the impact of changes in this key macroeconomic assumption three alternative paths of the
US dollar versus the euro were analysed. Two of these involve a depreciation of the US
dollar versus the euro, with the exchange rate moving to rates of US$1.30 and US$1.40 US in
2007. The third projection is for the euro to depreciate versus the dollar to a parity exchange
rate of € = US$ 1.00.

For a number of commodities, the AGMEMOD model does not endogenously model their
prices. For the French model, these commodities are soybean and all oilseed meals and oils.
Thus French prices are assumed to be world prices (in dollars) when converted into national
currency equivalents. For such products, changes in the exchange rate will have a direct
impact on national currency prices and on the associated supplies of and demand for the
commodity in question.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for France. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1.00
USS$), ERC-2 (€ = 1.30 US$) and ERC-3 (€ = 1.40 USS). Table 8.7 to Table 8.9 set out the
results of the scenarios relative to the Baseline projections in terms of percentage changes.

The impact of the three ERC scenarios when compared with one another and with the
Baseline projections indicates that the AGMEMOD model performs as one would expect.

French prices under the ECR-1 scenario, where the € = US§$ 1.00 from 2007, are
characterised by increases compared with the Baseline. When compared with Baseline price
projections for France, prices under both the ERC-2 and ERC-3 scenarios (where the euro
appreciates against the dollar) decline as expected. The increase in prices which are
endogenously determined within the AGMEMOD modelling system is in general smaller
than the percentage changes in prices that are determined exogenously to the AGMEMOD
model. For these, the percentage change in the exchange rate from Baseline levels is fully
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reflected in the euro prices for these commodities (oilseeds and oil seed meals and oils). The
impact of the changed exchange rate on commodity prices determined endogenously by the
AGMEMOD modelling system is moderated by the endogenous response of EU supply and
demand for agricultural commodities.

Figure 8.2 charts the percentage change in four prices under each of the three ERC scenarios.
The commodity prices chosen for France are soft wheat, pork, rapeseed and cheese.

Figure 8.2 : French Commodity Prices: ERC Scenarios (% A from Baseline)
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Source: French AGMEMOD Model (2006)

When the projections for French commodity markets under the ECR-1 scenario are compared
with those under the Baseline, market clearing prices are seen to be generally higher. These
higher prices are associated with small increases in production of most agricultural
commodities and somewhat reduced domestic use.

The two exchange rate change scenarios labelled ECR-2 and ECR-3 involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007 under ECR-2, the € = US$ 1.30, while under ECR-3 the € = US$
1.40 from 2007. As expected, the projections for France under both scenarios are
characterised by similar changes in prices, quantities supplied and demanded. As in the ECR-
1 scenario, the impact of the exchange rate changes is most fully expressed in the prices of
commodities which are exogenous to the AGMEMOD model system. For the majority of
agricultural commodities in the AGMEMOD modelling system, prices are determined
endogenously, together with all of the elements of supply and use balances. Under each of the
euro / US dollar exchange rate scenarios, market prices in France are projected to be lower
than under the Baseline, with often concomitant reductions in the volume of domestic
production and small increases in domestic use. The magnitude of the impacts on prices and
supply and use balances is, as expected, greater under ECR-3 than ECR-2.
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Agricultural income

Total subsidy receipts are not really influenced by the exchange rate shocks. Higher prices
and production levels that are projected under the ERC-1 scenario lead to increased values of
agricultural outputs (up 9% compared with the Baseline level), while the opposite is the case
in the ERC-2 and ERC-3 scenarios, where the value of agricultural output declines by 0.7%
and 2.9% respectively.

Finally, the impacts of these REC scenarios on gross agricultural sector income in France are
set out in Figure 8.3.

Figure 8.3 : France: Gross agriculture income in ERC Scenarios. (% A from Baseline)
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Table 8.7: France: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.5% 0.2% 0.5% 0.6% 0.6% 0.5% 0.5% 0.4%

Domestic use -0.1% 0.1% 0.1% 0.2% 0.3% 0.3% 0.4% 0.4% 0.4%
Soft wheat

Production 0.0% 0.3% 0.1% 0.2% 0.2% 0.1% 0.0% -0.1% -0.1%

Domestic use -0.1% 0.2% 0.2% 0.3% 0.5% 0.7% 0.7% 0.8% 0.8%

Producer price 2.7% 1.3% 2.7% 3.5% 3.5% 3.3% 3.0% 2.7% 2.4%
Durum wheat

Production 0.0% 1.4% 1.9% 2.4% 2.9% 3.0% 2.4% 1.2% -0.1%

Domestic use -0.4% -0.3% -0.5% -0.6% -0.6% -0.6% -0.5% -0.5% -0.4%

Producer price 8.2% 1.2% 6.0% 7.0% 6.0% 4.9% 3.6% 3.2% 2.9%
Barley

Production 0.0% 0.6% 0.8% 1.3% 1.9% 2.4% 2.9% 3.2% 3.5%

Domestic use 0.1% 0.0% 0.0% -0.1% -0.2% -0.3% -0.4% -0.6% -0.7%

Producer price 2.1% 2.0% 2.9% 4.0% 4.5% 4.4% 4.2% 3.8% 3.4%
Maize

Production 0.0% 0.6% 0.4% 0.6% 0.8% 0.8% 0.6% 0.5% 0.3%

Domestic use 0.1% -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 2.3% 1.8% 2.8% 3.8% 4.2% 4.0% 3.7% 3.3% 2.9%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% -0.8% 0.0% -0.3% -0.3% 0.0% 0.4% 0.7% 0.9%

Domestic use -0.8% 0.4% 0.1% 0.5% 1.1% 1.5% 1.8% 2.0% 2.1%
Rapeseed

Production 0.0% -2.3% -1.5% -2.9% -3.9% -4.3% -4.3% -4.2% -3.8%

Domestic use -0.7% 0.1% -0.7% -0.8% -0.9% -1.1% -1.4% -1.5% -1.6%

Producer price 2.5% 3.9% 5.9% 8.7% 11.5% 13.6% 15.1% 16.0% 16.2%
Sunflower

Production 0.0% 1.7% 2.9% 4.7% 6.9% 9.0% 10.5% 11.4% 11.5%

Domestic use -0.1% 2.0% 2.6% 4.2% 6.1% 7.8% 8.9% 9.7% 10.0%

Producer price 5.4% 6.9% 10.3% 14.3% 17.2% 18.7% 18.9% 18.2% 16.9%
Soybeans

Production 0.0% 1.8% 0.9% 1.1% 1.1% 0.4% -0.7% -1.7% -2.6%

Domestic use -2.2% -2.0% -2.9% -3.7% -4.0% -3.8% -3.4% -3.0% -2.6%

Producer price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Beef and veal

Production -0.2% -0.1% -0.3% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3%

Domestic use 0.1% 0.1% 0.2% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4%

Producer price 0.5% 0.2% 0.6% 0.6% 0.6% 0.6% 0.5% 0.4% 0.3%
Pig meat

Production 0.1% 0.2% 0.3% 0.5% 0.7% 0.8% 0.9% 1.0% 1.0%

Domestic use -0.1% -0.1% -0.1% -0.2% -0.2% -0.1% -0.1% -0.1% -0.1%

Producer price 3.7% 1.7% 3.7% 5.0% 4.6% 3.8% 3.4% 2.9% 2.5%
Poultry meat

Production 0.0% 0.0% 0.0% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2%

Domestic use 0.0% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2%

Producer price 0.6% 1.0% 0.9% 1.3% 1.5% 1.4% 1.3% 1.1% 1.0%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.0% -0.2% 0.0% -0.1% -0.1% 0.0% 0.1% 0.2% 0.3%

Domestic use 0.0% -0.2% -0.1% -0.2% -0.2% -0.2% -0.1% -0.1% 0.0%

Whole sale price 0.8% 1.1% 1.6% 2.3% 2.9% 3.2% 3.3% 3.3% 3.2%
Butter

Production 0.0% 0.3% 0.5% 0.8% 1.1% 1.3% 1.4% 1.5% 1.5%

Domestic use -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Whole sale price 1.3% 0.6% 1.2% 1.5% 1.4% 1.3% 1.1% 0.9% 0.8%
SMP

Production -0.2% 1.0% 1.2% 1.9% 2.6% 3.2% 3.4% 3.5% 3.4%

Domestic use -4.9% -0.3% -2.0% -1.8% -0.1% 1.7% 3.0% 3.8% 4.2%

Whole sale price 3.1% 2.0% 3.6% 4.7% 5.1% 4.9% 4.6% 4.3% 3.9%
WMP

Production -0.4% -0.3% -0.4% -0.6% -0.6% -0.6% -0.5% -0.4% -0.4%

Domestic use -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.1%

Whole sale price 5.5% 2.8% 5.6% 7.3% 7.4% 6.8% 6.1% 5.4% 4.8%
Cheese

Production 0.1% -1.1% -0.9% -1.5% -2.0% -2.2% -2.3% -2.2% -2.1%

Domestic use 0.0% -0.9% -1.1% -1.6% -2.2% -2.6% -2.8% -2.9% -2.8%

Whole sale price 0.0% 1.8% 2.2% 3.4% 4.8% 5.8% 6.4% 6.6% 6.5%

Source: French AGMEMOD Model (2006)
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Table 8.8: France: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.5% -0.6% -0.6% -0.4% -0.4% -0.5% -0.5% -0.6%

Domestic use 0.1% -0.1% -0.2% -0.3% -0.3% -0.3% -0.3% -0.4% -0.4%
Soft wheat

Production 0.0% -0.4% -0.4% -0.1% 0.0% 0.1% 0.0% 0.0% 0.0%

Domestic use 0.1% -0.1% -0.5% -0.6% -0.6% -0.6% -0.7% -0.8% -0.9%

Producer price -2.9% -4.2% -3.1% -2.5% -2.6% -2.9% -3.3% -3.6% -4.0%
Durum wheat

Production 0.0% -1.6% -3.6% -3.9% -3.0% -1.8% -0.9% -0.4% 0.1%

Domestic use 0.4% 0.7% 0.6% 0.5% 0.4% 0.5% 0.5% 0.6% 0.6%

Producer price -8.9% -9.6% -3.7% -2.0% -3.0% -4.7% -5.6% -5.8% -6.1%
Barley

Production 0.0% -0.7% -1.5% -1.9% -2.2% -2.5% -2.9% -3.3% -3.7%

Domestic use -0.1% 0.0% 0.1% 0.2% 0.3% 0.3% 0.4% 0.6% 0.7%

Producer price -2.3% -4.4% -4.3% -3.7% -3.5% -3.7% -4.1% -4.6% -5.1%
Maize

Production 0.0% -0.7% -1.1% -0.8% -0.5% -0.5% -0.5% -0.6% -0.6%

Domestic use -0.1% 0.1% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1%

Producer price -2.5% -4.4% -4.0% -3.3% -3.2% -3.4% -3.8% -4.2% -4.5%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 1.3% 1.3% 0.3% -0.2% -0.4% -0.4% -0.5% -0.6%

Domestic use 0.8% 0.3% -0.9% -1.2% -1.2% -1.2% -1.3% -1.4% -1.5%
Rapeseed

Production 0.0% 3.2% 4.8% 4.5% 4.4% 4.7% 4.9% 4.8% 4.5%

Domestic use 0.8% 0.6% 0.4% 1.1% 1.5% 1.8% 1.9% 1.9% 1.9%

Producer price -2.7% -6.9% -9.8% -11.6% -13.3% -15.0% -16.6% -18.0% -19.2%
Sunflower

Production 0.0% -1.9% -5.1% -7.9% -9.9% -11.2% -11.9% -12.0% -12.0%

Domestic use 0.1% -2.0% -4.8% -6.2% -6.9% -7.4% -8.0% -8.6% -9.3%

Producer price -5.9% -12.9% -16.0% -16.8% -16.9% -17.1% -17.6% -18.5% -19.9%
Soybeans

Production 0.0% -2.0% -2.8% -1.2% 0.4% 1.4% 1.9% 2.2% 2.4%

Domestic use 2.4% 4.5% 4.1% 3.4% 3.1% 3.2% 3.4% 3.7% 4.0%

Producer price -13.5%  -18.5% -13.9% -11.1% -11.1% -12.4% -13.6%  -14.8% -16.0%
Beef and veal

Production 0.2% 0.4% 0.5% 0.5% 0.4% 0.3% 0.3% 0.4% 0.4%

Domestic use -0.1% -0.2% -0.3% -0.3% -0.4% -0.4% -0.4% -0.5% -0.5%

Producer price -0.5% -0.7% -0.6% -0.6% -0.5% -0.5% -0.5% -0.5% -0.6%
Pig meat

Production -0.1% -0.4% -0.6% -0.7% -0.8% -0.8% -0.9% -1.0% -1.2%

Domestic use 0.2% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2%

Producer price -4.1% -5.8% -4.2% -3.2% -3.0% -3.3% -3.8% -4.3% -4.8%
Poultry meat

Production 0.0% 0.0% -0.1% -0.1% -0.2% -0.2% -0.2% -0.3% -0.3%

Domestic use 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.3% 0.3%

Producer price -0.7% -1.7% -1.8% -1.3% -1.1% -1.2% -1.3% -1.5% -1.6%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.0% 0.2% 0.3% 0.0% -0.1% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.0% 0.2% 0.4% 0.2% 0.1% 0.0% 0.1% 0.1% 0.1%

Whole sale price -0.8% -2.0% -2.6% -2.8% -2.9% -3.0% -3.3% -3.6% -3.9%
Butter

Production -0.1% -0.3% -0.9% -1.2% -1.3% -1.3% -1.4% -1.5% -1.6%

Domestic use 0.1% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Whole sale price -1.4% -2.0% -1.3% -0.9% -0.9% -1.1% -1.2% -1.4% -1.5%
SMP

Production 0.0% -0.8% -2.4% -3.0% -3.0% -3.1% -3.2% -3.4% -3.7%

Domestic use 5.5% 5.8% 0.1% -2.3% -2.5% -2.2% -2.1% -2.1% -2.2%

Whole sale price -3.5% -5.4% -4.6% -4.0% -4.0% -4.5% -4.9% -5.4% -5.8%
WMP

Production 0.4% 0.7% 0.6% 0.5% 0.4% 0.5% 0.5% 0.5% 0.6%

Domestic use 0.1% 0.2% 0.2% 0.2% 0.1% 0.2% 0.2% 0.2% 0.2%

Whole sale price -6.0% -8.9% -6.5% -5.2% -5.3% -6.0% -6.7% -7.5% -8.2%
Cheese

Production 0.0% 1.1% 2.1% 2.1% 1.9% 1.9% 2.1% 2.3% 2.5%

Domestic use 0.0% 0.9% 2.1% 2.5% 2.5% 2.6% 2.7% 2.9% 3.1%

Whole sale price 0.0% -1.9% -4.3% -5.2% -5.5% -5.7% -6.1% -6.5% -7.1%

Source: French AGMEMOD Model (2006)
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Table 8.9 : France: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.8% -0.8% -0.9% -0.7% -0.7% -0.7% -0.7% -0.8%

Domestic use 0.1% -0.1% -0.3% -0.4% -0.4% -0.5% -0.5% -0.6% -0.6%
Soft wheat

Production 0.0% -0.5% -0.5% -0.2% 0.0% 0.1% 0.0% 0.0% 0.0%

Domestic use 0.2% -0.2% -0.6% -0.8% -0.9% -1.0% -1.1% -1.2% -1.3%

Producer price -4.2% -5.5% -4.5% -4.0% -4.1% -4.4% -4.8% -5.1% -5.5%
Durum wheat

Production 0.0% -2.3% -4.9% -5.4% -4.4% -2.9% -1.7% -0.8% 0.1%

Domestic use 0.6% 1.0% 0.9% 0.7% 0.7% 0.7% 0.8% 0.8% 0.9%

Producer price -13.0% -12.2% -5.7% -3.8% -4.8% -6.9% -7.7% -7.8% -8.1%
Barley

Production 0.0% -1.0% -2.0% -2.7% -3.2% -3.7% -4.2% -4.8% -5.4%

Domestic use -0.1% -0.1% 0.1% 0.3% 0.4% 0.5% 0.6% 0.8% 1.1%

Producer price -3.4% -5.9% -6.0% -5.6% -5.4% -5.7% -6.1% -6.6% -7.1%
Maize

Production 0.0% -1.0% -1.5% -1.2% -0.9% -0.8% -0.8% -0.8% -0.8%

Domestic use -0.1% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price -3.6% -5.9% -5.7% -5.0% -4.9% -5.2% -5.6% -6.0% -6.3%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 2.1% 1.8% 0.6% 0.0% -0.3% -0.5% -0.7% -1.0%

Domestic use 1.2% 0.3% -1.0% -1.5% -1.6% -1.6% -1.8% -1.9% -2.1%
Rapeseed

Production 0.0% 5.0% 6.8% 6.7% 6.9% 7.3% 7.4% 7.1% 6.5%

Domestic use 1.1% 0.8% 0.8% 1.6% 2.2% 2.6% 2.7% 2.8% 2.8%

Producer price -3.9% -9.6% -13.8% -16.9% -19.7% -22.4% -24.7% -26.5% -27.9%
Sunflower

Production 0.0% -2.8% -7.2% -11.2% -14.4% -16.5% -17.7% -17.9% -17.7%

Domestic use 0.2% -3.0% -6.5% -8.5% -9.7% -10.6% -11.4% -12.3% -13.1%

Producer price -8.5% -17.6% -22.2% -24.1% -24.9% -25.4% -26.0% -26.9% -28.4%
Soybeans

Production 0.0% -2.9% -3.6% -1.7% 0.3% 1.7% 2.6% 3.2% 3.7%

Domestic use 3.6% 6.1% 5.8% 5.0% 4.8% 4.9% 5.1% 5.3% 5.5%

Producer price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
Beef and veal

Production 0.3% 0.5% 0.7% 0.7% 0.6% 0.5% 0.5% 0.6% 0.6%

Domestic use -0.2% -0.3% -0.4% -0.5% -0.6% -0.6% -0.7% -0.7% -0.8%

Producer price -0.7% -0.9% -0.9% -0.9% -0.8% -0.7% -0.7% -0.7% -0.8%
Pig meat

Production -0.2% -0.5% -0.8% -1.0% -1.1% -1.3% -1.4% -1.5% -1.7%

Domestic use 0.2% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price -5.9% -7.5% -6.1% -5.1% -4.8% -4.9% -5.5% -6.0% -6.5%
Poultry meat

Production 0.0% 0.0% -0.1% -0.2% -0.2% -0.3% -0.3% -0.4% -0.4%

Domestic use 0.1% 0.2% 0.3% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4%

Producer price -1.1% -2.4% -2.5% -1.9% -1.8% -1.8% -2.0% -2.1% -2.3%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% -0.1% -0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Fluid milk

Production 0.0% 0.4% 0.3% 0.0% -0.2% -0.2% -0.3% -0.3% -0.3%

Domestic use -0.1% 0.4% 0.5% 0.3% 0.1% 0.1% 0.1% 0.1% 0.1%

Whole sale price -1.2% -2.7% -3.6% -4.0% -4.2% -4.5% -4.9% -5.2% -5.6%
Butter

Production -0.2% -0.5% -1.2% -1.6% -1.8% -1.9% -2.1% -2.2% -2.3%

Domestic use 0.2% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2%

Whole sale price -2.1% -2.7% -1.9% -1.5% -1.5% -1.6% -1.8% -2.0% -2.1%
SMP

Production 0.0% -1.3% -3.3% -4.1% -4.4% -4.6% -4.8% -5.0% -5.3%

Domestic use 8.0% 7.2% 0.7% -2.5% -3.1% -3.1% -3.3% -3.5% -3.8%

Whole sale price -5.1% -7.2% -6.5% -6.0% -6.2% -6.7% -7.2% -7.6% -8.1%
WMP

Production 0.6% 1.0% 0.9% 0.8% 0.7% 0.7% 0.7% 0.8% 0.8%

Domestic use 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.3% 0.3%

Whole sale price -8.8% -11.6% -9.4% -8.1% -8.3% -9.0% -9.8% -10.5% -11.3%
Cheese

Production 0.0% 1.7% 2.9% 3.0% 2.9% 2.9% 3.1% 3.3% 3.6%

Domestic use 0.0% 1.4% 2.8% 3.5% 3.7% 3.8% 4.0% 4.2% 4.5%

Whole sale price 0.0% -2.8% -5.9% -7.3% -7.9% -8.4% -9.0% -9.6% -10.3%

Source: French AGMEMOD Model (2006)
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9 Germany
Petra Salamon and Oliver von Ledebur, Federal Agricultural Research Centre (FAL), Institute of
Market Analysis and International Trade Policy, Braunschweig.

9.1 Baseline

Table 9.1 depicts the specific assumptions for Germany on the macroeconomic variables that
underlie the German AGMEMOD model’s Baseline and scenario projections up to 2015.

Table 9.1: Assumptions on macroeconomic variables for Germany

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 82.3 82.7 82.7 82.8 82.9 83.0 83.1 82.8 82.8 82.7 82.7 82.7
GDP bil. Euro97 1969 2035 2056 2076 2097 2118 2139 2160 2182 2204 2226 2248
GDP per capita  Euro97/cap 23931 24621 24843 25067 25293 25521 25751 26093 26362 26633 26908 27185
Inflation 1997=1 1.00 1.06 1.07 1.08 1.10 111 113 114 1.16 1.17 119 1.20

Source: Statistisches Bundesamt

The 2003 CAP reform changes the premiums to be applied to cereals, oilseeds and livestock.
Most direct payments made in Germany will be fully decoupled, with income support
provided through the Single Payment System (SPS). There are some minor exceptions to the
full decoupling of most direct payments in Germany, with hops and potatoes retaining a
coupling rate of 25% and 60% respectively and tobacco retaining a coupling rate of 60% of
the Agenda 2000 premium (only until 2009). The Single Farm Payment (SFP) was introduced
as a "dynamic hybrid system". The dairy premium is integrated into the SFP as from 2005.
Due to this short period of existence there are only minor production impacts to be expected.
Thus, in the model calculations, the dairy premiums are regarded as fully decoupled.
Payments for other agricultural commodities, however, will become independent of the use of
land or animals for specific production purposes (full decoupling). Nevertheless, the
assumption is that these decoupled payments will affect supply.

The assumed impact on agricultural production of decoupled direct payments — as opposed to
the coupled payments made previously — depends on the distribution effects of payments to
other sectors in comparison with the entitled hectares and animals in the reference years (in
Germany, 11% of the entitled payments will shift to land that was not subsidised in the
reference period), on (compulsory) modulation effects (the modulation will amount to 16% of
CAP payments in 2015) and on shift rate effects (it is assumed that annually 2.5% of arable
farmers and 5% of livestock farmers will exit the agricultural sector in Germany). Details can
be found in Report Il AGMEMOD - Model description. Table 9.2 sets out the derived
multipliers that reflect these supply-inducing parameters for the German agricultural sectors.
These multipliers are used to simulate the increase in decoupling effects due to the SFP by
reducing the direct payments (as used under the old scheme) to ‘synthetic’ premium levels.

Table 9.2 : Supply-inducing multipliers of German agriculture in the Baseline

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 0.86 0.85 0.81 079 076 073 071 0.8 0.65 0.62 0.60
Oilseeds index 1.00 0.86 0.85 0.81 079 076 073 071 0.68 0.65 0.62 0.60
Suckler cows index 1.00 0.86 0.85 0.79 0.75 070 066 062 0.8 0.54 051 048
Milk index 1.00 0.00 0.00 0.00 000 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Maize index 1.00 0.86 0.85 0.81 079 076 073 071 0.68 0.65 0.62 0.60
Ewes index 1.00 0.86 0.85 0.79 075 070 066 062 0.58 054 051 048
Sheep index 1.00 0.86 0.85 0.79 075 070 066 062 0.58 054 051 048
Bulls index 1.00 0.86 0.85 0.79 075 070 066 062 0.58 054 051 048
Adult slaughtering index 1.00 0.86 0.85 0.79 0.75 070 066 062 0.58 054 051 048

Calves slaughtering index 1.00 0.86 0.85 0.79 0.75 0.70 0.66 0.62 0.58 054 051 048

Source: Own calculations



Germany Country Level Results

Grains and oilseed sectors

Although the German cereal market is influenced by the decoupling of direct payments, the
projected impacts are relatively minor. In general, the Baseline projection for German
producer prices in the cereal sector follows the developments projected for French key prices
(see Table 9.3). Under the Baseline, German cereal prices are projected to decline slightly at
the beginning of the period, but then recover and by the end of the Baseline period exceed the
levels at the beginning. Thus, German grain production is projected to increase due to
expansion in the area harvested as well as to projected productivity gains. With the
introduction of decoupling under the Baseline, a shift away from other crop products to wheat
is projected, due to relatively high margins per hectare projection for wheat. But these
projected gains in wheat production will induce a marginally higher price decline. Due to the
abolition of the rye intervention under the Baseline, German farmers are expected to reduce
the area under rye. But with the overall cereal price recovery projected to occur under the
Baseline, German production of rye will increase a little in the second part of the projection
period.

Under the Baseline, with world market prices projected to rise, there are relatively large
impacts on oilseed supply and use in Germany. However, one point to be borne in mind is
that the over-proportional increase in German rapeseed area that may result from policy-
driven demand increases in bio-energy have not been directly reflected as the relevant policy
indicators have not yet reached the implementation stage. Under the Baseline, sunflower
production will continue to decrease in Germany as returns are smaller than for rapeseed
under the Baseline.

Over the Baseline projection period, overall domestic use of grains in Germany is projected
to grow in tandem with growth in livestock production. Under the Baseline, there is increased
projected demand for feed in the poultry and the pig meat sector. In terms of feed uses of
cereals, more pronounced gains are projected to occur in feed demand for wheat and maize as
their price developments are likely to be more favourable than for barley. The demand for rye
in Germany is projected to decline further due to reduced use in bread production and
increased prices.

German demand for oilseeds is largely for crushing, driven by the attractive margin available.
In the past the driving factor has often been the demand for oilseed animal meals. Now the
picture is changing, with higher projected meal prices that will lead to oilseed meals being
replaced as a component of fodder rations. However, with a major increase in demand for
bio-energy, which uses only the oil from the crushing process, this might be only partly true
because meals are then likely to be in excess supply and may be “priced” back into animal
feed rations.

Livestock and dairy sectors

In Germany, due to the traditional pattern of joint production systems for beef and milk, the
suckler cow herd is small compared to the dairy cow herd. Nevertheless, the CAP reform is
projected to lead to a further decline in the number of cattle slaughtered and in the production
of beef and veal of approximately 12% over the Baseline projection period 2005 to 2015.
Partially offsetting the production impact of declining numbers of cattle slaughtered are
projected increases in the average slaughter weights of cattle which, over the projection
period, are expected to increase by 6%. The projected reduction in beef production is due not
only to the decoupling of direct payments but also to the long-term decline in the demand for
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beef and veal in Germany, which under the Baseline is projected to fall by 14% between
2005 and 2015. As a consequence of lower beef production, the projection is for German beef
prices to rise over the period to 2015.

German pig and poultry markets are not directly affected by the CAP reform, but producers
will be indirectly affected through the impact of the reform on prices for grains and other feed
ingredients, and through the impact of the reform on substitutes for pork and poultry. German
pork production is under the Baseline projected to expand by about 6% over the period 2005-
2015. Although pig slaughtering numbers are projected to increase only slightly (1%) over
the Baseline projection period, this growth is augmented by projected increases in average
pig slaughter weights. Under the Baseline, German pig meat consumption is projected to
increase up to 2006, but thereafter domestic consumption declines due to substitution by

poultry.
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Table 9.3: Baseline results concerning main agricultural commodities of Germany

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 44118 47129 47462 48175 48876 48029 50225 50932 51647 52353 53060 53777

Domestic use 1,000 ton 38313 38765 38785 38929 38856 38859 38968 39104 39260 39338 39428 39541
Soft wheat

Production 1,000 ton 21357 22897 23300 23671 24077 24405 24739 25060 25413 25772 26115 26443

Domestic use 1,000 ton 16120 16975 17163 17248 17294 17459 17640 17800 17969 18112 18260 18421

Producer price euro/ton 114 106 105 108 111 110 109 109 110 111 111 112
Durum wheat

Production 1,000 ton 47 47 47 47 47 47 47 47 47 47 47 47

Domestic use 1,000 ton 665 665 665 665 665 665 665 665 665 665 665 665

Producer price euro/ton 162 141 149 162 165 157 155 158 162 165 167 169
Barley

Production 1,000 ton 11778 12849 12749 12926 13067 13247 13442 13657 13853 14037 14234 14450

Domestic use 1,000 ton 10500 10249 10172 10173 10104 10023 9974 9946 9920 9876 9833 9795

Producer price euro/ton 95 85 86 88 90 90 90 91 91 92 93 94
Maize

Production 1,000 ton 3165 3396 3418 3467 3516 3559 3604 3651 3698 3745 3792 3840

Domestic use 1,000 ton 4099 4346 4352 4367 4338 4326 4337 4362 4393 4400 4415 4435

Producer price euro/ton 127 109 109 112 115 115 115 115 115 115 116 116
Rye

Production 1000 tons 3230 3044 3014 3055 3086 3129 3176 3228 3274 3318 3365 3417

Domestic use 1000 tons 2739 3009 2963 2987 2979 2945 2928 2917 2910 2896 2883 2868

Producer price euro/ton 102 78 79 81 83 83 83 83 84 85 86 87
Other grains

Production 1000 tons 4542 4896 4934 5009 5083 5150 5218 5290 5362 5434 5507 5580

Domestic use 1000 tons 4190 4185 4135 4154 4141 4107 4088 4079 4069 4054 4038 4021

Producer price euro/ton 94 83 84 86 89 89 89 89 90 91 92 93
Total oilseeds

Production 1,000 ton 3839 4344 4379 4402 4461 4579 4702 4795 4871 4947 5033 5125

Domestic use 1,000 ton 8856 10004 10021 10311 10517 10722 10968 11198 11467 11762 12033 12333
Rapeseed

Production 1,000 ton 3707 4242 4283 4306 4373 4490 4613 4710 4789 4868 4959 5057

Domestic use 1,000 ton 4374 5091 5195 5352 5514 5636 5768 5904 6043 6199 6341 6483

Producer price euro/ton 206 213 214 243 259 244 235 235 237 239 241 241
Sunflower

Production 1,000 ton 129 99 93 94 85 86 86 83 79 76 71 65

Domestic use 1,000 ton 487 544 541 528 518 522 532 541 549 561 575 590

Producer price euro/ton 237 227 234 270 289 274 265 265 268 269 270 271
Soybeans

Production 1,000 ton 3 3 3 3 3 3 3 3 3 3 3 3

Domestic use 1,000 ton 3995 4368 4284 4430 4485 4564 4668 4752 4875 5002 5117 5261

Producer price euro/ton 216 199 192 220 240 228 221 224 227 230 232 233
Beef and veal

Production 1,000 ton 1406 1332 1318 1335 1300 1269 1244 1228 1215 1200 1188 1177

Domestic use 1,000 ton 1227 1220 1203 1172 1151 1147 1138 1118 1101 1085 1069 1052

Producer price euro/100 kg 274 255 252 263 267 261 257 257 258 260 264 268
Pig meat

Production 1,000 ton 4209 4216 4221 4221 4219 4231 4267 4326 4376 4409 4443 4487

Domestic use 1,000 ton 4498 4562 4601 4598 4549 4511 4474 4459 4463 4427 4395 4364

Producer price euro/100 kg 138 121 110 110 117 121 125 121 117 120 124 128
Poultry meat

Production 1,000 ton 766 954 995 1031 1066 1102 1138 1176 1214 1249 1285 1322

Domestic use 1,000 ton 1297 1454 1479 1489 1503 1537 1572 1595 1618 1641 1664 1688

Producer price euro/100 kg 156 146 143 140 140 139 137 133 131 129 128 126
Sheep meat

Production 1,000 ton 45 46 46 46 46 45 45 45 45 44 44 44

Domestic use 1,000 ton 96 106 106 107 110 113 116 117 118 120 123 125

Producer price euro/100 kg 134 140 139 139 139 139 139 138 138 137 137 136
Fluid milk

Production-quota 1,000 ton 27769 27769 27908 28048 28187 28187 28187 28187 28187 28187 28187 28187

Domestic use 1,000 ton 3279 3143 3129 3116 3102 3089 3075 3048 3031 3014 2996 2979

Whole sale price euro/100 kg 31 27 26 26 26 26 26 26 26 26 26 26
Butter

Production 1,000 ton 472 424 413 414 410 401 395 389 382 374 365 355

Domestic use 1,000 ton 553 565 564 558 555 557 559 556 555 553 551 549

Whole sale price euro/100kg 331 294 270 262 265 263 262 263 264 265 266 267
SMP

Production 1,000 ton 395 295 266 243 230 215 202 190 177 163 149 134

Domestic use 1,000 ton 122 120 118 116 116 116 116 116 116 115 115 115

Whole sale price euro/100kg 221 187 179 176 180 180 180 181 182 184 185 187
WMP

Production 1,000 ton 191 183 180 181 177 173 174 178 180 180 180 181

Domestic use 1,000 ton 85 123 120 126 146 154 152 155 163 171 180 190

Whole sale price euro/100kg 256 246 243 235 219 215 221 223 221 218 215 213
Cheese

Production 1,000 ton 1782 1964 2016 2047 2082 2121 2150 2175 2203 2234 2267 2301

Domestic use 1,000 ton 1690 1825 1851 1875 1900 1926 1953 1971 1994 2017 2040 2062

Whole sale price euro/100kg 403 394 389 380 378 379 379 377 376 375 375 375

Source: German AGMEMOD Model (2006)

The German market for broiler meat will continue to expand under the Baseline, with
projected increases in production driven by productivity gains. These increases in production
are projected to have negative impacts on prices despite growing domestic use of broiler
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meat. Over the Baseline projection period, 2005 to 2015, the consumption share of other
poultry meat overhauls that of broiler meat.

The cuts in butter intervention prices (25% from 2004) in the Baseline scenario will cause a
decrease in German prices of dairy products. Naturally the component most affected will be
the butter price, although this will remain above the intervention level. Nevertheless, lower
butter prices will reduce the use made of raw milk for butter, although this effect is restricted
as fat can only partially be switched to other uses. As butter consumption under the Baseline
remains virtually unchanged due to the price decline, net imports are expected to increase
markedly. The reduction in the projected SMP intervention price will induce a downward
trend in production of SMP, whereas cheese production is, under the Baseline, projected to
increase due to higher inputs of fat and proteins. The cheese price in Germany is projected to
decrease by up to 7% in the wake of the cut in butter and skimmed milk powder intervention
prices. Although German cheese consumption is projected to increase by some 22%, there is
some capacity for growth in exports. German dairy cow milk production under the Baseline
will, however, continue to be largely determined by the quota level and will even show a
small increase in the projected period.

Agricultural income

As the AGMEMOD country models cover only a restricted set of agricultural commodities,
and the sole input variables are feed ingredients, the development of gross agricultural sector
income can only be approximated (Table 9.4). This estimation is based on developments of
agricultural output values, subsidies (direct payments and SFP) paid to German producers of
the commodities under consideration, and feed costs, respectively.

Table 9.4 : Agricultural output, subsidies, feed cost and gross income in Germany'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 0.92 0.89 0.91 0.94 0.94 0.95 0.94 0.95 0.96 0.98 0.99
Subsidies/SFP 2000=1 1.00 1.13 1.03 1.00 0.99 0.98 0.96 0.95 0.94 0.93 091  0.90
Feeding costs 2000=1 1.00 0.88 0.88 0.95 0.98 0.95 0.95 0.96 0.98 1.01 1.02 1.03
Gross agric. income 2000=1 1.00 0.97 0.92 0.92 0.94 0.94 0.95 0.94 0.94 0.95 0.96 0.97

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: German AGMEMOD Model (2006)

Due to the reform measures, the value of German agricultural sector output is projected to
decline until all the measures have fully kicked in. After this phasing-in period, agricultural
output is projected to start to rise again. The growth in agricultural output is mostly due to the
projected increases in prices and a 3% increase in feed costs. In contrast, subsidies/SFP value
will be steadily reduced as part of the agricultural subsidies will spill over to non-agricultural
sectors. Hence, gross agricultural income will recover — ceteris paribus.

9.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across EU MS. SPS payments
in the EU15 MS were, above certain amounts, also subject to modulation. The ‘Further CAP
reform’ scenario, described in Report Il AGMEMOD - Model description, involves
effectively standardising the MS' currently nationally differentiated CAP implementation
plans by imposing full decoupling from 2007, while the rates of compulsory modulation that
are associated with the current SPS are increased to 10% from 2007 onwards.
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Due to the Luxembourg Agreement implementation, most premium payments to farmers
started to be decoupled in Germany from 2005 on. Most sectors in Germany will be fully
decoupled, but there are some minor exceptions concerning hops and potatoes, with a
coupling rate of 25% and 60% respectively, and tobacco with 60% (only until 2009). The
dairy premium is integrated in the SFP as from 2005, but is in the model regarded as fully
decoupled. The SFP was introduced as a "dynamic hybrid system". In principle farmers
receive regionalised 'arable land' and/or 'grassland' aid payments. Additionally, top-ups will
be disbursed if applicable. From 2005 to 2009, entitlements based on arable land aids, seed
aids, 75% of the decoupled component of the potato starch premium, and the decoupled
component of hops are paid as a regionalised flat-rate 'arable land' aid for each region. From
2005 to 2009, entitlements stemming from the adult cattle slaughter premium, the beef
national envelope, and 50% of the beef extensification premium are paid as a regionalised
flat-rate 'grassland' premium for each region. As a 'top-up' on a per-farm basis for the period
2005 to 2009, the dairy premium, the suckler cow premium, the special beef premium, the
calf slaughter premium, the ewe premium, 50% of the beef extensification premium, dried
fodder aid and 25% of the decoupled component of the potato starch premium are distributed.
But the 'Bundeslidnder' can vary the allocation between grassland and arable land payments
by up to 15%. Regional aids will also be partially harmonised. Between 2010 and 2013, a
gradual transition to a fully regionalised aid system will take place. Due to the lack of data,
the German system uses only the simplified SPS scheme. German farmers receiving single
farm payments (SFP) in excess of € 5 000 were, like other farmers in the EU15 MS, subject
to modulation at rates that from 2007 will reach 5%.

The further CAP reform scenario, involving the “full” decoupling of all CAP direct payments
and increased rates of modulation, would not, a priori, be expected to have any major impact
on the supply and use of agricultural commodities in Germany. However, the full decoupling
of payments in all EU MS might alter supply and use balances of agricultural commodity
markets and thus indirectly affect the German market since many MS have only partially
decoupled some premiums. Expected changes in supply and use balances at EU level will
most likely involve reduced indigenous production of those commodities that are still
supported by coupled direct payments. Therefore some minor positive impacts on market
prices for agricultural commodities are possible.

The further CAP reform scenario results set out below show that the impacts on German
agricultural commodity markets of introducing full decoupling in other MS and the increased
rates of compulsory modulation are somewhat limited.

Main Results

The impact of full decoupling in other EU MS on German agricultural commodity markets is
marginally reflected in the development of prices. However, the effect of full decoupling
across all EU MS tends to be rather small increases in the supply-inducing prices used in the
German AGMEMOD sub-model. Figure 9.1 sets out these minor percentage changes from
the Baseline level projections for the prices of four commodities in the German AGMEMOD
model (soft wheat, pork, poultry and milk).
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Figure 9.1 : German Prices: FCR Scenario (% A from Baseline)
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Table 9.5 and Table 9.6 compare the German AGMEMOD model’s projections under the
FCR scenario with the Baseline projections.

Grains and oilseed sectors

The impact of the FCR scenario on German grain markets is, compared to the Baseline
projections, as expected, quite modest. For Germany, this is mainly because virtually all
direct payments have already been fully decoupled under the Luxembourg Agreement.
Under the FCR scenario, EU grain prices are projected to increase slightly due to the full
decoupling of arable aid direct payments in all MS (see Figure 9.1).

Normally, a modest increase in prices would lead (ceteris paribus) to lower domestic use of
cereals compared with the Baseline. In Germany this happens, but only on a very small scale
which does not show up in the percentage changes of domestic use in Table 9.5. As the
impact of the FCR scenario on the domestic use of grains in other EU MS is greater than for
Germany, the export demand for German cereals is projected to decline. The reduced export
opportunities that are projected under the FCR scenario will be reflected in a very small
production decline under the FCR scenario. This may be interpreted as being due to the
reduced competitiveness of German cereal production. But it has to be borne in mind that,
once again, the effect is rather restricted.

Livestock and dairy sectors

Given that all direct payments in the German livestock sector are decoupled under the
Baseline, the impact of the FCR scenario on German meat markets is exclusively due to
secondary effects. In Germany, projected higher imports and lower exports under the FCR
scenario would induce a minor reduction in the production of beef and veal. Thus, the prices
for beef under the FCR scenario are projected to increase slightly. But again, the impact of
the FCR scenario on German livestock markets is very small compared to the Baseline
projections.
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Table 9.5 : Germany: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.01% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soft wheat

Production -0.2% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.1% 1.3% 0.6% 0.6% 0.6% 0.6% 0.7% 0.6% 0.6%
Barley

Production -0.1% -0.2% -0.2% -0.2%  -0.2% -0.2% -0.2% -0.2%  -0.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Maize

Production -0.2% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Rye

Production -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.2% 0.3% -0.1% -0.3% -0.3% -0.4% -0.4% -0.3% -0.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.4% 0.3% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production 0.0% -0.1% -0.2% -0.2%  -0.2% -0.2% -0.2% -0.2%  -0.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -0.1% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: German AGMEMOD Model (2006)

The reform of the dairy commodity market organisation under the Baseline is virtually
unaffected by the reforms examined under the further CAP reform (FCR) scenario. The
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increased rate of modulation of SFP is not projected to lead to any contraction in the total
volume of milk produced. German milk production is projected to continue to fill the quota.
Changes in the rate of modulation are not expected to change the relative prices of different
dairy commodities, and as a consequence changes in supply and use balance in dairy
commodity markets in Germany and the German farm gate milk price, under the FCR
scenario, are negligible.

Agricultural income

It was expected that the somewhat higher agricultural commodity prices projected under the
FCR scenario and the modest increases in the levels of production projected in response to
the projected price increases would lead to an increase in German agricultural income.
Compared to the Baseline, however, German agricultural incomes decrease under the FCR
scenario (Table 9.6), due almost entirely to lower subsidy receipts (these projected reductions
result from the increased rate of modulation). This reduction more than offsets the small
increase in agricultural output value, which was hardly affected by changed price and
production levels.

Table 9.6 : Germany: Agricultural output and income under FCR Scenario (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Subsidies/SFP -6.4% -6.4% -6.5% -6.6%  -6.6% -6.7% -6.8% -6.8% -6.9%
Feeding costs 0.0% 0.3% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Gross agric. income -1.3% -1.2% -1.2% -1.2% -1.2% -1.2% -1.2% -1.2% -1.2%

Source: German AGMEMOD Model (2006)

9.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is US$ 1.24 per euro from 2007 onwards. In evaluating the impact
of changes in this key macroeconomic assumption three alternative paths of the US dollar
versus the euro were analysed. Two of these involve a depreciation of the US dollar versus
the euro, with the exchange rate moving to rates of 1.3 and 1.4 US dollar per euro in 2007.
The third is for the euro to depreciate versus the dollar to a parity exchange rate of US$ 1 per
euro.

The euro / US dollar exchange rate directly influences German prices wherever the German
price is the key one in the AGMEMOD modelling structure (beef and veal, pig meat, poultry,
butter). For other markets, the projected impact of the alternative exchange rate paths is
examined through the price linkages to the key price projections generated by the
AGMEMOD model.

For a number of commodities, such as oilseeds and their associated meals and oils, the
AGMEMOD model does not endogenously model their prices. Producer prices for European
farmers are assumed to be world prices (in dollars) converted into national currency
equivalents. For such products, any change in the exchange rate will also have a direct impact
on the national currency prices and on the associated supplies of and demand for the
commodity in question. Given that Germany is not a significant producer of most oilseeds
(except rapeseed), changes in the euro / US dollar exchange rate will, for sunflower seed and
soybeans, mainly affect demand for these products.
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Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for Germany. We have labelled the three exchange rate sub-scenarios ERC-1 (euro =
1.00 US$), ERC-2 (euro = 1.30 US$) and ERC-3 (euro = 1.40 US$). Table 9.7 to Table 9.9
set out the results of the scenarios relative to the Baseline projections in terms of percentage
changes.

The impact of the three ERC scenarios when compared with each other and with the Baseline
projections indicate that the AGMEMOD model performs as expected. Key prices under the
ECR-1 scenario, in which the euro-US dollar exchange rate is 1.0 from 2007, increase
relative to the Baseline. When compared with Baseline price projections for Germany, prices
under both the ERC-2 and ERC-3 scenarios (in which the euro appreciates against the dollar)
decline as expected. The size of the increase in the key prices that are endogenously
determined within the AGMEMOD modelling system are in general smaller than the
percentage changes of exogenously determined prices. For these prices, the percentage
change in the exchange rate from Baseline levels is fully reflected in the euro prices (oilseeds
and oil seed meals and oils). By contrast, the impact of the adjusted exchange rates on the
commodity prices determined endogenously by the AGMEMOD system is altered by the
endogenous response of EU supply and demand for agricultural commodities and by policy
instruments. Figure 9.2 sets out the percentage change in four German prices under each of
the three ERC scenarios. The commodity prices chosen for Germany are soft wheat, pork,
poultry and milk.
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Figure 9.2 : German Commodity Prices: ERC Scenarios (% A from Baseline)
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When the projections for German commodity markets under the ECR-1 scenario are
compared with the Baseline, market clearing prices are seen to be generally higher. The
biggest impact is in the price of pig meat. By contrast, smaller impacts can occur for poultry
and butter. In general, higher prices will be associated with small increases in the production
of most agricultural commodities. Higher prices for cereals are projected to lead to somewhat
reduced domestic use. Here cereals, which are subject to lower price increases compared to
the oilseed complex, will tend to replace oil-meals in feed rations, the impact being enhanced
by a rise in exports of meals. With livestock products, the higher price increase for pig meat
will lead to beef being used in part as a substitute. Thus the domestic use of beef will increase
slightly. In contrast, the additional production of pig meat will be exported. As the price
increase for poultry will be much smaller than the rise in feed prices, production of poultry
will fall. In the dairy sector too, some substitutions are projected to take place, with a further
shift of production away from butter and skimmed milk powder towards cheese. Demand will
be virtually unaffected, whereas adjustments in trade will clear the market. The milk price is
projected to increase by about 2% compared to the Baseline.

The two exchange rate change scenarios, labelled ECR-2 and ECR-3, involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007, under ECR-2, the euro / US dollar exchange rate is 1.30, while
under ECR-3 it is assumed to be 1.40 from 2007. As expected, the projections for Germany
under both scenarios when compared with the Baseline are characterised by similar changes
in prices, quantities supplied and demand. As in the ECR-1 scenario, the impact of the
exchange rate changes is most fully expressed in the prices of commodities which are
exogenous to the AGMEMOD system. For the majority of agricultural commodities in the
AGMEMOD system, prices are determined endogenously, together with all the elements of
supply and use balances. Under each of the euro / US dollar exchange rate scenarios, market
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prices in Germany are projected to be lower than under the Baseline, often combined with
reduced domestic production. In the cereal sector in general, domestic use declines as cereals
for feed are substituted by imported oil meals, which will be relatively cheaper. In the
livestock market, due to more favourable relative prices, poultry production will increase,
while pig meat and beef production will decline. Beef for human consumption is substituted
by pig meat. The magnitude of the impacts on prices and supply and use balances is, as
expected, greater under ECR-3 than ECR-2.

Agricultural income

Total subsidy receipts are not really influenced by the exchange rate shocks. The main effect
on gross agricultural income (ceteris paribus) arises from agricultural output value, which is
projected to arise in Germany. Higher prices and production levels in the ERC-1 scenario
would lead to increased values of these agricultural outputs, while the opposite is the case in
the ERC-2 and ERC-3 scenarios (Figure 9.3).

Figure 9.3 : Germany: Gross agriculture income in the ERC Scenarios. (% A from Baseline)
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Table 9.7 : Germany: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.2% 0.1% 0.0% 0.3% 0.4% 0.4% 0.4% 0.4% 0.4%

Domestic use 0.0% 0.0% 0.1% 0.2% 0.2% 0.3% 0.3% 0.4% 0.4%
Soft wheat

Production 0.2% 0.5% 0.4% 0.7% 0.7% 0.7% 0.5% 0.4% 0.3%

Domestic use -0.6% -0.1% -0.4% -0.4% -0.2% -0.1% 0.0% 0.1% 0.2%

Producer price 3.4% 1.7% 3.5% 4.5% 4.6% 4.2% 3.9% 3.5% 3.1%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 8.7% 1.2% 6.5% 7.6% 6.3% 5.0% 3.7% 3.4% 3.1%
Barley

Production 0.2% -0.4% 0.0% -0.1% 0.0% 0.1% 0.3% 0.4% 0.5%

Domestic use 0.3% 0.2% 0.4% 0.6% 0.7% 0.7% 0.7% 0.7% 0.7%

Producer price 2.2% 2.0% 3.0% 4.0% 4.5% 4.5% 4.2% 3.8% 3.4%
Maize

Production 0.2% 0.1% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3% 0.2%

Domestic use 0.1% -0.2% 0.0% 0.0% 0.1% 0.2% 0.3% 0.3% 0.4%

Producer price 2.3% 1.9% 3.0% 4.0% 4.4% 4.2% 3.8% 3.5% 3.1%
Rye

Production 0.2% -0.5% 0.0% -0.1% 0.0% 0.0% 0.3% 0.5% 0.5%

Domestic use 1.4% 0.3% 1.1% 1.3% 1.2% 1.0% 0.9% 0.8% 0.7%

Producer price 2.2% 2.0% 3.0% 4.0% 4.5% 4.5% 4.2% 3.8% 3.4%
Other grains

Production 0.2% 0.1% 0.2% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2%

Domestic use 0.9% 0.1% 0.6% 0.7% 0.6% 0.5% 0.4% 0.4% 0.3%

Producer price 2.3% 2.1% 3.1% 4.2% 4.7% 4.7% 4.4% 4.0% 3.6%
Total oilseeds

Production 0.0% 0.0% 0.7% 0.8% 1.1% 1.3% 1.6% 1.5% 1.4%

Domestic use 0.6% 0.3% 0.5% 0.7% 0.7% 0.7% 0.7% 0.6% 0.6%
Rapeseed

Production 0.0% 0.0% 0.7% 0.7% 1.1% 1.3% 1.5% 1.5% 1.4%

Domestic use 0.6% 0.3% 0.6% 0.8% 0.8% 0.7% 0.7% 0.6% 0.5%

Producer price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Sunflower

Production 0.0% 0.4% 1.0% 1.0% 1.5% 1.7% 1.9% 1.9% 1.7%

Domestic use -1.4% -1.2% -1.7% -21% -2.1% -1.8% -1.4% -1.0% -0.7%

Producer price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Soybeans

Production 0.0% 0.0% 0.9% 1.0% 1.4% 1.7% 2.0% 1.9% 1.7%

Domestic use 0.8% 0.4% 0.7% 0.9% 0.9% 0.9% 0.9% 0.8% 0.8%

Producer price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Beef and veal

Production -0.1% 0.1% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use -0.1% 0.1% 0.0% 0.1% 0.2% 0.2% 0.2% 0.1% 0.1%

Producer price 4.2% 2.1% 3.8% 4.8% 4.7% 4.1% 3.7% 3.3% 2.9%
Pig meat

Production 0.0% 0.5% 0.7% 1.2% 1.6% 2.0% 2.1% 2.2% 2.1%

Domestic use -0.7% -0.2% -0.7% -0.9% -0.8% -0.7% -0.6% -0.5% -0.4%

Producer price 8.5% 4.1% 8.4% 11.0% 10.8% 9.4% 8.4% 7.3% 6.4%
Poultry meat

Production -0.3% -0.1% -0.2% -0.3% -0.2% -0.2% -0.2% -0.1% -0.1%

Domestic use 0.0% -0.2% -0.1% -0.1%  -0.2% -0.2% -0.2% -0.2% -0.2%

Producer price 0.8% 1.4% 1.3% 2.0% 2.3% 2.2% 2.0% 1.8% 1.6%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1%

Domestic use 1.4% 0.7% 1.4% 1.8% 1.7% 1.5% 1.3% 1.2% 1.0%

Producer price 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.1% 0.8% 1.4% 1.9% 2.2% 2.3% 2.3% 2.2% 2.1%
Butter

Production 0.2% -0.7% -0.9% -1.5% -2.2% -2.8% -3.2% -3.5% -3.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.7% 0.8% 1.6% 2.1% 2.1% 1.9% 1.7% 1.6% 1.4%
SMP

Production 0.1% -1.1% -1.4% -2.6% -3.8% -5.1% -6.2% -7.1% -7.9%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.8% 1.0% 1.9% 2.5% 2.6% 2.5% 2.3% 2.1% 1.9%
WMP

Production -0.8% -3.1% -4.0% -4.8%  -6.2% -6.5% -6.2% -5.7% -5.1%

Domestic use 7.4% 10.0% 11.0% 16.8% 18.6% 17.9% 16.2% 14.5% 12.7%

Whole sale price -3.4% -5.8% -5.6% -8.6% -9.5% -9.2% -8.4% -7.5% -6.7%
Cheese

Production 0.1% 0.6% 0.8% 1.2% 1.5% 1.8% 1.9% 1.9% 1.9%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -0.1% 0.7% 0.9% 1.4% 2.1% 2.6% 2.9% 3.1% 3.1%

Source: German AGMEMOD Model (2006)
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Table 9.8 : Germany: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.2% -0.4% 0.2% -0.3% -0.4% -0.4% -0.4% -0.4% -0.5%

Domestic use 0.0% 0.0% -0.1% -0.2% -0.3% -0.4% -0.4% -0.4% -0.4%
Soft wheat

Production -0.2% -0.8% -0.9% -0.7% -0.4% -0.4% -0.5% -0.6% -0.6%

Domestic use 0.7% 0.8% 0.3% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1%

Producer price -3.8% -5.4% -4.0% -3.3% -3.4% -3.9% -4.3% -4.7% -5.2%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -9.5%  -10.2% -4.0% -2.2% -3.0% -4.9% -5.9% -6.2% -6.5%
Barley

Production -0.2% 0.3% 0.6% 0.1% -0.4% -0.5% -0.4% -0.3% -0.3%

Domestic use -0.4% -0.5% -0.5% -0.6% -0.7% -0.7% -0.8% -0.8% -0.9%

Producer price -2.4% -4.4% -4.4% -3.8% -3.6% -3.8% -4.2% -4.7% -5.2%
Maize

Production -0.2% -0.3% -0.3% -0.2% -0.3% -0.3% -0.3% -0.3% -0.4%

Domestic use -0.1% 0.2% 0.2% -0.1% -0.3% -0.3% -0.3% -0.3% -0.3%

Producer price -2.5% -4.6% -4.2% -3.5% -3.3% -3.6% -4.0% -4.4% -4.8%
Rye

Production -0.2% 0.4% 0.7% 0.2% -0.4% -0.6% -0.4% -0.3% -0.3%

Domestic use -1.5% -1.7% -0.8% -0.6% -0.9% -1.1% -1.2% -1.2% -1.3%

Producer price -2.4% -4.4% -4.4% -3.8% -3.6% -3.8% -4.2% -4.7% -5.2%
Other grains

Production -0.2% -0.3% -0.2% -0.2% -0.2% -0.2% -0.3% -0.3% -0.3%

Domestic use -1.0% -1.0% -0.4% -0.2% -0.4% -0.6% -0.6% -0.6% -0.6%

Producer price -2.5% -4.6% -4.5% -3.9% -3.7% -3.9% -4.4% -4.9% -5.4%
Total oilseeds

Production 0.0% 0.0% -0.8% -1.5% -1.7% -1.5% -1.2% -1.2% -1.3%

Domestic use -0.7% -0.9% -0.6% -0.5% -0.5% -0.6% -0.7% -0.8% -1.0%
Rapeseed

Production 0.0% 0.0% -0.8% -1.5% -1.7% -1.5% -1.2% -1.2% -1.3%

Domestic use -0.6% -1.0% -0.7% -0.6% -0.6% -0.6% -0.7% -0.8% -0.9%

Producer price -13.6% -18.6% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
Sunflower

Production 0.0% -0.5% -1.2% -1.9% -2.0% -1.8% -1.5% -1.5% -1.6%

Domestic use 1.5% 2.8% 2.5% 1.9% 1.6% 1.6% 1.4% 1.3% 1.0%

Producer price -13.6% -18.6% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
Soybeans

Production 0.0% 0.0% -1.0% -2.0% -2.2% -1.9% -1.6% -1.5% -1.7%

Domestic use -0.9% -1.2% -0.9% -0.7% -0.7% -0.8% -0.9% -1.1% -1.3%

Producer price -13.6% -18.6%  -13.9% -11.1% -11.1% -12.4% -13.6%  -14.8% -16.0%
Beef and veal

Production 0.1% 0.1% -0.1% -0.1% -0.1% -0.1% 0.0% -0.1% -0.1%

Domestic use 0.0% -0.1% -0.2% -0.2% -0.1% -0.1% -0.1% -0.2% -0.2%

Producer price -4.6% -6.4% -4.5% -3.4% -3.3% -3.7% -4.1% -4.5% -5.0%
Pig meat

Production 0.0% -0.5% -1.3% -1.8% -2.0% -2.0% -2.1% -2.2% -2.3%

Domestic use 0.8% 1.1% 0.7% 0.6% 0.6% 0.7% 0.8% 0.9% 1.0%

Producer price -9.3%  -12.9% -9.6% -7.6% -7.4% -8.2% -9.3% -10.4% -11.4%
Poultry meat

Production 0.4% 0.4% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Domestic use 0.0% 0.2% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price -1.1% -2.6% -2.7% -2.0% -1.7% -1.9% -2.1% -2.3% -2.6%
Sheep meat

Production 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use -1.6% -2.3% -1.7% -1.3% -1.3% -1.4% -1.6% -1.8% -2.0%

Producer price 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.2% -2.1% -2.0% -1.9% -2.0% -2.2% -2.4% -2.7% -2.9%
Butter

Production -0.2% 0.6% 1.8% 2.5% 2.8% 2.9% 3.2% 3.5% 3.9%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.8% -2.7% -1.9% -1.5% -1.5% -1.7% -1.9% -2.1% -2.4%
SMP

Production 0.0% 1.2% 3.1% 4.2% 4.9% 5.5% 6.3% 7.5% 9.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.2% -3.2% -2.6% -2.2% -2.3% -2.5% -2.7% -2.9% -3.1%
WMP

Production 1.0% 4.6% 7.6% 7.2% 5.6% 5.3% 5.6% 6.2% 6.8%

Domestic use -9.0% -17.4% -17.7%  -13.9% -12.6% -13.3% -14.7% -16.0% -17.4%

Whole sale price 4.9% 11.4% 12.4% 9.1% 7.9% 8.3% 9.3% 10.4% 11.5%
Cheese

Production -0.2% -0.8% -1.6% -1.8% -1.8% -1.8% -1.9% -2.1% -2.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.2% -0.6% -1.8% -2.3% -2.5% -2.6% -2.8% -3.1% -3.4%

Source: German AGMEMOD Model (2006)
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Table 9.9 : Germany: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.3% -0.5% 0.2% -0.5% -0.5% -0.6% -0.6% -0.6% -0.7%

Domestic use 0.0% 0.0% -0.1% -0.3% -0.5% -0.5% -0.5% -0.5% -0.6%
Soft wheat

Production -0.4% -1.1% -1.3% -1.0% -0.6% -0.6% -0.7% -0.8% -0.8%

Domestic use 1.0% 1.0% 0.5% 0.1% 0.0% 0.0% 0.0% 0.1% 0.1%

Producer price -5.5% -7.1% -5.8% -5.1% -5.3% -5.8% -6.2% -6.7% -7.2%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -13.8% -12.9% -6.3% -4.3% -4.9% -7.0% -8.0% -8.3% -8.6%
Barley

Production -0.3% 0.5% 0.7% 0.2% -0.5% -0.7% -0.6% -0.5% -0.5%

Domestic use -0.5% -0.7% -0.7% -0.8% -1.0% -1.1% -1.2% -1.2% -1.3%

Producer price -3.5% -6.0% -6.1% -5.7% -5.5% -5.8% -6.2% -6.7% -7.3%
Maize

Production -0.4% -0.5% -0.4% -0.4% -0.4% -0.4% -0.4% -0.5% -0.5%

Domestic use -0.1% 0.3% 0.3% -0.1% -0.3% -0.4% -0.4% -0.5% -0.5%

Producer price -3.7% -6.1% -5.9% -5.3% -5.2% -5.5% -5.9% -6.2% -6.7%
Rye

Production -0.3% 0.6% 0.8% 0.3% -0.5% -0.7% -0.6% -0.5% -0.5%

Domestic use -2.2% -2.1% -1.2% -1.1% -1.4% -1.6% -1.7% -1.7% -1.8%

Producer price -3.5% -6.0% -6.1% -5.7% -5.5% -5.8% -6.2% -6.7% -7.3%
Other grains

Production -0.3% -0.4% -0.3% -0.3% -0.3% -0.4% -0.4% -0.4% -0.4%

Domestic use -1.4% -1.3% -0.6% -0.5% -0.7% -0.8% -0.8% -0.8% -0.8%

Producer price -3.6% -6.2% -6.4% -5.9% -5.7% -6.0% -6.5% -7.0% -7.6%
Total oilseeds

Production 0.0% 0.0% -1.1% -2.1% -2.4% -2.1% -1.9% -1.9% -2.0%

Domestic use -0.9% -1.1% -0.9% -0.8% -0.8% -0.9% -1.1% -1.2% -1.3%
Rapeseed

Production 0.0% 0.0% -1.1% -2.1% -2.4% -2.1% -1.9% -1.9% -2.0%

Domestic use -0.9% -1.3% -1.0% -0.9% -0.9% -1.0% -1.1% -1.2% -1.2%

Producer price -19.7% -24.4% -20.1% -17.5% -17.5% -18.6% -19.8% -20.9% -22.0%
Sunflower

Production 0.0% -0.8% -1.8% -2.6% -2.9% -2.6% -2.3% -2.3% -2.4%

Domestic use 2.2% 3.8% 3.5% 2.8% 2.5% 2.4% 2.1% 1.8% 1.4%

Producer price -19.7% -24.4% -20.1% -17.5% -17.5% -18.6% -19.8% -20.9% -22.0%
Soybeans

Production 0.0% 0.0% -1.4% -2.7% -3.0% -2.7% -2.4% -2.4% -2.5%

Domestic use -1.3% -1.5% -1.2% -1.1% -1.0% -1.2% -1.4% -1.5% -1.8%

Producer price -19.7% -24.4% -20.1% -17.5% -17.5% -18.6% -19.8% -20.9% -22.0%
Beef and veal

Production 0.2% 0.1% -0.1% -0.2% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 0.0% -0.2% -0.3% -0.2% -0.2% -0.2% -0.2% -0.3% -0.3%

Producer price -6.7% -8.5% -6.5% -5.4% -5.2% -5.5% -5.9% -6.4% -6.9%
Pig meat

Production 0.1% -0.7% -1.7% -2.5% -2.9% -3.1% -3.1% -3.3% -3.4%

Domestic use 1.3% 1.5% 1.1% 1.0% 1.0% 1.1% 1.2% 1.3% 1.4%

Producer price -13.5% -17.0% -13.9% -12.0% -11.7% -12.4% -13.5% -14.5% -15.5%
Poultry meat

Production 0.6% 0.6% 0.4% 0.3% 0.3% 0.3% 0.3% 0.4% 0.4%

Domestic use 0.0% 0.3% 0.4% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3%

Producer price -1.6% -3.6% -3.7% -3.0% -2.8% -2.9% -3.2% -3.4% -3.7%
Sheep meat

Production 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use -2.4% -3.1% -2.5% -2.1% -2.1% -2.2% -2.4% -2.6% -2.8%

Producer price 0.0% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.8% -2.8% -2.8% -2.9% -3.1% -3.3% -3.6% -3.9% -4.1%
Butter

Production -0.3% 0.9% 2.5% 3.5% 4.0% 4.4% 4.8% 5.3% 5.8%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.6% -3.5% -2.7% -2.3% -2.3% -2.6% -2.8% -3.0% -3.2%
SMP

Production 0.1% 1.8% 4.2% 5.9% 7.1% 8.3% 9.6% 11.2% 13.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -3.3% -4.4% -3.8% -3.5% -3.6% -3.8% -4.0% -4.2% -4.5%
WMP

Production 1.5% 6.7% 10.7% 10.3% 8.7% 8.3% 8.6% 9.2% 9.8%

Domestic use -13.6% -23.4% -23.9% -20.5% -19.2% -20.0% -21.3% -22.5% -23.8%

Whole sale price 7.6% 16.3% 17.5% 14.2% 12.8% 13.3% 14.4% 15.5% 16.6%
Cheese

Production -0.3% -1.2% -2.2% -2.5% -2.7% -2.8% -2.9% -3.1% -3.3%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.3% -0.9% -2.4% -3.2% -3.6% -3.9% -4.2% -4.6% -5.0%

Source: German AGMEMOD Model (2006)
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10 Greece
Elias Mantzouneas, University of Athens, Department of Economics, Athens

10.1 Baseline

The Greek economy has experienced significant economic growth in recent years. This
pattern is expected to continue in the medium term. Table 11.1Table 10.1 shows the specific
assumptions for Greece on the macroeconomic variables that underlie the Greek
AGMEMOD model’s Baseline and scenario projections up to 2015.

Table 10.1 : Assumptions on macroeconomic variables for Greece

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 10.7 11.0 11.0 11.1 11.1 11.2 11.2 11.2 11.2 11.3 11.3 11.3
GDP bil. Euro97 120 133 138 158 175 172 172 179 188 198 209 220
GDP per capita  Euro97/cap 11184 12059 12505 14277 15707 15376 15406 15952 16758 17604 18495 19433
Inflation 1997=1 1.09 1.32 1.34 1.37 1.40 1.43 1.46 1.48 151 154 158 1.61

Source: Source: NSSG and MNEC

Due to the Luxembourg Agreement implementation of 2003, the vast majority of premiums
have been fully decoupled in Greece with effect from 2006, which is the year that the SFP
scheme was introduced in the country. Greece decided to fully decouple all once supported
commodities, excluding cotton, payments related to which are partially coupled (35%). It
should also be noted that cotton (together with tobacco and olive oil) is of great importance
for the whole agricultural sector in Greece. Nevertheless, the decoupled payments might be
expected to retain some supply--inducing impacts on agriculture. AGMEMOD assumes that
these supply impacts will depend on the distribution effects of payments to other sectors,
compared with the entitled hectares and animals in the reference years (in Greece, some 8%
of the CAP payments will disappear to land that was not subsidised in the reference years),
on (compulsory) modulation effects (which will reach 14% of subsidies in 2015) and on shift
rate effects (it is assumed that in the period 2005-2015 only 2% of arable farmers and 5% of
livestock farmers will leave the Greek agricultural sector). Table 10.2 shows the derived
multipliers that reflect these supply-inducing effects in the various Greek agricultural sectors.
These multipliers are used to simulate the effect of the SFP by reducing the amounts of direct
payments (as used under the old scheme) to ‘synthetic’ premium levels. The multipliers are
relatively high compared to the multipliers in other EU-15, owing to the assumption of a
much lower rate of exit from the agricultural sector in Greece.

Table 10.2 : Supply-inducing multipliers of Greek agriculture in the Baseline

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 1.00 0.87 0.85 0.84 0.83 0.82 0.81 0.81 0.80 0.79 0.78
Durum Wheat (Traditional Zone) index 1.00 1.00 0.87 0.85 084 083 082 081 081 0.80 0.79 0.78
Oilseeds index 1.00 1.00 0.87 0.85 084 083 082 081 081 0.80 0.79 0.78
Set Aside index 1.00 1.00 0.87 0.85 0.84 0.83 0.82 0.81 0.81 0.80 0.79 0.78
Suckler Cows index 1.00 1.00 0.85 0.83 082 081 080 079 0.79 0.78 0.77 0.76
Milk index 1.00 1.00 0.55 054 053 053 052 051 051 0.50 0.50 0.49
Maize index 1.00 1.00 0.87 0.85 0.84 0.83 0.82 0.81 0.81 0.80 0.79 0.78
Ewes index 1.00 1.00 0.85 0.83 082 081 080 079 0.79 0.78 0.77 0.76
Sheep index 1.00 1.00 0.85 0.83 082 081 080 079 0.79 0.78 0.77 0.76
Bulls index 1.00 1.00 0.85 0.83 0.82 0.81 0.80 0.79 0.79 0.78 0.77 0.76

Source: Own calculations
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Grains and oilseed sectors

Table 10.3 summarises the Baseline projections for the main agricultural commodities in
Greece. The decoupling of direct payments from production under the Baseline is projected
to lead to lower receipts from grain production. On the other hand, the producer prices of
grains are, under the Baseline, projected to increase due to rising EU and world market
prices. As a result of differences in the projected development of prices within the grains
group, more durum wheat is projected to be harvested, with the area in 2015 22.5% up on
2005, while the areas harvested in soft wheat are projected to decline by 34.3 %, barley by
24.5% and maize by 11% in 2015 when compared with 2005. The increase in the total grains
harvested area in Greece under the Baseline is projected to be approximately 5%.
Productivity per hectare is projected to grow for the majority of grains due to higher prices,
while the effect of policy changes on grain yields is not really notable, with the exception of
durum wheat, where we observe an increase under the Baseline of 19%. The production
impact of the projected developments in area harvested and yields per hectare harvested in
Greece indicate that the 2003 CAP reform will lead to increased durum wheat output, which
by 2015 is projected to be 46% higher than in 2005, while production of maize, soft wheat
and barley are all projected to decrease significantly.

Under the Baseline, total domestic use of grains in Greece is projected to increase by 4.2%
between 2005 and 2015, despite the rising grain prices. Maize feed use (maize is the most
important feedstuff) is projected to decrease over the Baseline projection period, while in
other grains there is a positive trend. Over the Baseline projection period, food uses of all
grain commodities is projected to grow due to increasing per capita incomes, these being
sufficient to offset the negative effects of increasing prices over the projection period. Soft
wheat stocks are projected to decline significantly, while other grain stocks increase
significantly up to 2015.

With the implementation of the reforms under the Luxembourg Agreement, oilseed area
harvested is projected to decline, with the 2015 level 28% lower than in 2005. It should also
be noted that oilseed production in Greece is insignificant in terms of overall Greek land use.

Livestock and dairy sectors

In terms of size, the Greek cattle herd is projected to decrease only marginally due to the
CAP reform, finishing approximately 4% down in 2015 compared to the levels in 2005.
Despite the projected decline in numbers, slaughtering is projected to increase by 6.8% over
the projection period. As a consequence of this projected development and a projected minor
decline in average slaughtering weights, beef and veal production is projected to increase by
6.5%. The negative impact of the slightly higher producer prices on beef consumption will be
more than offset by the positive impact of GDP growth, so that overall domestic use of beef
and veal in Greece is projected to increase over the Baseline period.

The 2003 CAP reform will not have any direct impact on pig or poultry producers, but will
affect them through the markets for meat and supplies of grains and other feed ingredients.
Pork production in Greece is projected to decline by 8.7% over the period 2005-2015. With
declining prices, domestic use of pork in Greece is projected to increase, fuelled by an
increase in net imports of pig meat. Despite lower prices, Greek poultry consumption is
projected to decrease by approximately 6% percent over the projection period, while
production is expected to increase slightly. The impact of the 2003 CAP reform is more
significant in the sheep sector, where sheep meat production is projected to decline
significantly (-12.6%), despite the projected increase in lamb prices over the Baseline
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projection period. Over the same period, Greek domestic consumption of sheep meat is
projected to remain constant, with the impact of increased per capita income offsetting the
negative impact of increasing lamb prices.

The cuts in the butter intervention prices in the Baseline scenario are reflected in market
prices. This would tend to reduce the use of milk for butter production. Results for the Greek
butter balance sheet show that butter stocks in 2015 will shrink to around 30% of the amount
in 2005. Raw milk prices would decrease by about 12% in the wake of the cut in the butter
intervention price. Finally, results show a significant rise in the consumption of butter, while
the effect on consumption of cheese is expected to be the opposite.
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Table 10.3 : Baseline results concerning main agricultural commodities of Greece

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 3833 4251 4237 4303 4321 4441 4412 4474 4508 4567 4601 4661

Domestic use 1,000 ton 4454 4088 4112 4123 4129 4152 4174 4196 4213 4229 4243 4259
Soft wheat

Production 1,000 ton 494 426 411 400 387 372 355 339 322 305 288 271

Domestic use 1,000 ton 1257 1431 1464 1491 1513 1533 1554 1573 1592 1610 1627 1643

Producer price euro/ton 145 140 139 140 140 141 141 141 141 142 142 143
Durum wheat

Production 1,000 ton 1332 1676 1720 1803 1869 1953 2030 2114 2196 2280 2361 2445

Domestic use 1,000 ton 854 850 865 892 918 934 949 963 975 992 1005 1017

Producer price euro/ton 196 196 198 202 206 209 211 213 216 219 222 225
Barley

Production 1,000 ton 282 285 248 251 230 243 225 235 217 223 205 211

Domestic use 1,000 ton 487 764 770 776 778 789 799 811 818 827 833 840

Producer price euro/ton 126 120 123 126 129 129 130 130 132 133 135 137
Maize

Production 1,000 ton 1725 1864 1858 1850 1836 1819 1802 1786 1773 1760 1747 1733

Domestic use 1,000 ton 1856 1892 1878 1856 1838 1829 1822 1812 1802 1792 1784 1776

Producer price euro/ton 140 116 116 119 123 123 122 122 122 123 123 124
Rye

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Other grains

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Total oilseeds

Production 1,000 ton 39 34 31 29 28 28 28 27 26 25 25 24

Domestic use 1,000 ton 355 350 328 311 305 300 293 286 280 276 273 271
Rapeseed

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Sunflower

Production 1,000 ton 39 34 31 28 27 27 27 26 25 25 24 24

Domestic use 1,000 ton 104 72 68 68 68 66 65 64 64 65 66 67

Producer price euro/ton 237 227 234 270 289 274 265 265 268 269 270 271
Soybeans

Production 1,000 ton 0.2 0.4 0.4 0.4 0.4 0.4 0.5 0.4 0.4 0.4 0.4 0.4

Domestic use 1,000 ton 251 279 260 243 237 234 228 221 216 211 207 204

Producer price euro/ton 216 199 192 220 240 228 221 224 227 230 232 233
Beef and veal

Production 1,000 ton 83 106 108 110 111 111 112 112 112 113 113 113

Domestic use 1,000 ton 242 254 257 258 260 262 263 265 266 267 268 269

Producer price euro/100 kg 323 322 319 323 327 326 325 323 323 324 326 329
Pig meat

Production 1,000 ton 149 138 136 134 133 133 132 130 129 128 127 126

Domestic use 1,000 ton 239 248 250 251 252 253 254 255 256 257 258 258

Producer price euro/100 kg 173 155 143 141 149 154 159 156 151 154 158 163
Poultry meat

Production 1,000 ton 176 175 174 174 173 172 171 171 170 170 169 169

Domestic use 1,000 ton 194 196 196 196 195 194 193 193 192 192 191 190

Producer price euro/100 kg 131 125 123 120 119 118 117 114 112 111 109 108
Sheep meat

Production 1,000 ton 130 119 118 116 114 113 111 110 109 107 106 104

Domestic use 1,000 ton 152 152 152 151 152 152 152 152 152 152 152 153

Producer price euro/100 kg 137 142 143 144 145 146 147 148 149 150 151 152
Fluid milk

Production 1,000 ton 675 700 700 700 700 700 700 700 700 700 700 700

Domestic use 1,000 ton 2001 2001 2001 2001 2001 2001 2001 2001 2001 2001 2001 2001

Whole sale price euro/100 kg 35 30 28 27 27 27 26 26 26 26 26 26
Butter

Production 1,000 ton 4 6 6 7 7 7 8 8 8 9 9 9

Domestic use 1,000 ton 13 16 17 17 18 18 18 19 19 20 20 20

Whole sale price euro/100kg 489 367 327 316 321 316 313 313 314 314 315 315
SMP

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 6 6 6 6 6 6 6 6 5 5 5 5

Whole sale price euro/100kg 204 177 160 182 198 190 185 186 189 192 195 198
WMP

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 15 22 23 23 23 24 24 25 25 25 25 25

Whole sale price euro/100kg 200 184 167 190 211 201 194 197 202 206 211 215
Cheese

Production 1,000 ton 227 197 192 186 182 180 177 175 172 170 168 167

Domestic use 1,000 ton 262 256 254 252 250 249 249 248 247 246 246 245

Whole sale price euro/100kg 438 424 426 411 401 400 396 390 386 383 381 380

Source: Greek AGMEMOD Model (2006)

Agricultural income
It should be noted that the current Greek AGMEMOD model takes into account a limited part
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of the Greek agricultural sector value added, given that some key commodities for Greece
such as olive oil, cotton, tobacco, fruit and vegetables are not included in the model Baseline
run or in the consequent gross income calculation. Although it covers only a restricted set of
agricultural commodities in Greece and covers feedstuffs as the sole input variable, it is
possible to approximate the development of gross agricultural sector income. This is based on
the development of agricultural output value, subsidies (direct payments and SFP) made to
the Greek producers of the commodities under consideration, and feed costs respectively.

Table 10.4 : Agricultural output, subsidies, feed cost and gross income in Greece'
Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Agric. output value 2000=1 1.00 1.00 0.99 1.00 1.02 1.03 1.04 1.04 1.04 1.05 1.07 1.08

Subsidies/SFP 2000=1 1.00 1.01 0.91 0.89 0.88 0.87 0.86 0.85 0.84 0.83 0.82 0.81
Feeding costs 2000=1 1.00 0.92 0.91 0.93 0.96 0.95 0.95 0.95 0.95 0.95 0.96 0.96
Gross agric. income 2000=1 1.00 1.02 0.98 0.97 0.98 0.99 0.99 0.99 0.99 0.99 1.00 1.01

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Greek AGMEMOD Model (2006)

The wvalue of agricultural output (in nominal prices) is projected to increase (by
approximately 9%) after the introduction of decoupled CAP payments (i.e. in the 2006-2015
period) (Table 10.4). The conclusion is therefore that the effect of the new payment regime
on agricultural output value will not be very significant. The share of subsidies/SFP in the
agricultural output value under consideration will decrease from 31% in 2000 to 25% in
2015. From 2006 to 2015, the Baseline shows a 5% increase in feed costs. Hence, gross
agricultural income in Greece is projected to decrease — ceteris paribus - by almost 3% in the
review period.

10.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differentiated implementation of these payments across EU MS. SPS
payments in the EU15 MS were, above certain amounts, also subject to modulation. The
‘Further CAP reform’ scenario, described in Report Il AGMEMOD - Model description,
involves effectively standardising the MS' currently nationally differentiated CAP
implementation plans by imposing full decoupling from 2007, while the rates of compulsory
modulation associated with the current SPS are increased to 10% from 2007 onwards.

Greece chose in 2006 to decouple almost all direct payments previously made to Greek
farmers from production and to introduce an SPS based on historical entitlements. The further
CAP reform scenario analysed, involving the “full” decoupling of all CAP direct payments
and increased rates of modulation, would not, a priori, be expected to have any major impact
on the supply and use of agricultural commodities in Greece.

Main Results

Table 10.5 and Table 10.6 compare the Greek AGMEMOD model’s projections under the
FCR scenario with the Baseline projections. The remainder of this section comments briefly
on these results.

Grains and oilseed sectors
The impact of the FCR scenario on Greek grain markets when compared to the Baseline
projections is, as expected, quite modest. One important reason is that the AGMEMOD crop
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commodities in this study were already fully decoupled in the Baseline, and hence the main
effect of decoupling direct payments was already projected in Section 10.1. Under the FCR
scenario, EU grain prices are projected to show a slight increase due to the full decoupling of
arable aid direct payments in all MS. The result is that the impact on Greek grain prices is
negligible compared to Baseline levels.

Livestock and dairy sectors

The impact of the FCR scenario on Greek livestock markets compared to the Baseline
projections is also relatively insignificant. The reason is that there are no differences in the
decoupling rates for the animals considered in the Greek model. Introducing full decoupling
in other EU MS might lead to reduced indigenous EU supply of meats and somewhat higher
EU prices for meats. Compared to the Baseline, the effect on beef production can be ignored.
Furthermore, the prices for Greek livestock farmers in the FCR scenario are broadly the same
as under the Baseline. The influence of the FCR scenario on other animal sectors is also
insignificant.

The reform of the dairy commodity market organisation under the Baseline is basically
unaffected by the reforms examined under the further CAP reform (FCR) scenario. The
increased rate of modulation of SFP is not projected to lead to any contraction in the total
volume of milk produced in Greece. Changes in the rate of modulation are not expected to
change the relative prices of different dairy commodities, and as a consequence changes in
the supply and use balance in dairy commodity markets in Greece and Greek farm gate milk
price are, under the FCR scenario, zero.
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Table 10.5 : Greece: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% 0.0%

Domestic use -0.03% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1%
Soft wheat

Production 0.0% 0.0% 0.0% -0.1% -0.1% -0.2% -0.3% -0.4% -0.5%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Durum wheat

Production -0.2% -0.2% -0.2% -0.1% -0.1% 0.0% 0.0% 0.0% 0.1%

Domestic use 0.2% -0.1% -0.2% -0.2% -0.3% -0.3% -0.3% -0.3% -0.4%

Producer price 0.0% 0.2% 0.2% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4%
Barley

Production 0.0% 0.0% -0.1% -0.2% -0.3% -0.4% -0.6% -0.8% -0.9%

Domestic use 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1%

Domestic use -0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1%

Producer price 0.1% 0.2% 0.2% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production -0.5% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production -0.5% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production -0.5% -0.6% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7% -0.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.1% -0.4% -0.6% -0.9% -1.1% -1.2% -1.4% -1.5% -1.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.1% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Greek AGMEMOD Model (2006)

Agricultural income

Compared to the Baseline, Greek agricultural incomes show a 2% decline due to the
significant decrease in Subsidies/SFP under the FCR scenario (Table 10.6).
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Table 10.6 : Greece: Agricultural output and income under the FCR Scenario (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% 0.0% -0.1% -0.1%  -0.1% -0.1% -0.1% -0.1%  -0.1%
Subsidies/SFP 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Feeding costs 0.0% 0.2% 0.2% 0.3% 0.3% 0.3% 0.3% 0.4% 0.4%
Gross agric. income 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.2%

Source: Greek AGMEMOD Model (2006)

10.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is US$ 1.24 per euro from 2007 onwards. In evaluating the impact
of changes in this key macroeconomic assumption three alternative paths of the US dollar
versus the euro were analysed. Two of these involve a depreciation of the US dollar versus
the euro, with the exchange rate moving to rates of 1.3 and 1.4 US dollar per euro in 2007.
The third is for the euro to depreciate against the dollar to a parity exchange rate of US$ 1 per
euro.

Greece is not a key price country in the current AGMEMOD model structure. Thus, the
alternative exchange rate paths examined in this scenario operate through the impact of the
different exchange rates on the key commodity price projections generated by the
AGMEMOD model.

For a number of commodities, such as oilseeds and their associated meals and oils, the
AGMEMOD model does not endogenously model their prices. Supply-inducing prices for
European farmers are assumed to be world prices (in dollars) when converted into national
currency equivalents. For such products any change in the exchange rate will have a direct
impact on national currency prices and on the associated supplies of and demand for the
commodity in question. Given that Greece is not a significant producer of oilseeds or oilseed
products, the impact of changes in the euro / US dollar exchange rate will operate on the
demand in Greece for these products.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for Greece. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1
USS$), ERC-2 (€ = 1.3 US$) and ERC-3 (€ = 1.4 USS$). Table 10.7 to Table 10.9 set out the
results of the scenarios relative to the Baseline projections in terms of percentage changes.

The impact of the three ERC scenarios when compared with one another and with the
Baseline projections indicate that the AGMEMOD model performs as one would have
expected. Key prices under the ECR-1 scenario, where the euro / US dollar exchange rate is
1.0 from 2007, are characterised by increases. When compared with Baseline price
projections for Greece, prices under both the ERC-2 and ERC-3 scenarios decline as
expected. The size of the increase in the key prices that are endogenously determined within
the AGMEMOD modelling system are in general smaller than the percentage changes in
prices that are determined exogenously to the AGMEMOD model. For these prices the
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percentage change from Baseline levels is fully reflected in the euro prices for these
commodities (oilseeds and oil seed meals and oils). The impact of the changed exchange rate
on commodity prices determined endogenously by the AGMEMOD modelling system is
moderated by the endogenous response of EU supply and demand for agricultural

commodities.

Figure 10.1 charts the percentage change in ten Greek prices under each of the three ERC
scenarios. The commodity prices chosen for Greece are soft wheat, durum wheat, barley,
maize, beef and veal, pork, poultry and sheep meat. These prices are endogenously

determined in the AGMEMOD model.

Figure 10.1 : Greek Commodity Prices: ERC Scenarios (% A from Baseline)
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Source: Greek AGMEMOD Model (2006)

When the projections for Greek commodity markets under the ECR-1 scenario are compared
with those under the Baseline, market clearing prices are seen to be generally higher. These
higher prices are associated with small increases in production in many of the agricultural
commodities analysed, with the exception of oilseeds, where the increases are significant due
to the low level of production in the country, and somewhat reduced domestic use.

The two exchange rate change scenarios labelled ECR-2 and ECR-3 involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007 under the ECR-2 the euro / US dollar exchange rate is 1.3, while
under ECR-3 it is assumed to be 1.4 from 2007. As expected, the projections for Greece
under both scenarios when compared with the Baseline are characterised by similar changes
in prices, quantities supplied and demand. As in the ECR-1 scenario the exchange rate
changes are most fully reflected in the prices of commodities exogenous to the AGMEMOD
model system. For the majority of agricultural commodities in the AGMEMOD system,
prices are determined endogenously, together with all of the elements of the supply and use
balances. Under each of the exchange rate scenarios, market prices in Greece are projected to
be lower than under the Baseline, with reductions in the volume of domestic production and
small increases in domestic use. The magnitude of the impacts on prices and supply and use
balances are, as expected, greater under ECR-3 than ECR-2.

Summaries of the three ERC scenario projections are set out in Table 10.7 to Table 10.9 .

Agricultural income

Total subsidy receipts are not really influenced by the exchange rate shocks. The main effect
on gross agricultural income (ceteris paribus) arises from the agricultural output value.
Higher prices and production levels in the ERC-1 scenario would lead to increased values of
these agricultural outputs, while the opposite is the case in the ERC-2 and ERC-3 scenarios
(Figure 10.2).
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Figure 10.2 : Greece: Gross agriculture income in ERC Scenarios. (% A from Baseline)
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Table 10.7 : Greece: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.1% 0.1% 0.2% 0.2% 0.3% 0.3% 0.4% 0.4%

Domestic use -0.1% -0.1% -0.1% -0.1% 0.0% 0.1% 0.2% 0.2% 0.3%
Soft wheat

Production 0.2% 0.1% 0.1% -0.1% -0.5% -1.1% -1.8% -2.7% -3.5%

Domestic use 0.1% -0.1% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 0.7% 0.9% 1.3% 1.9% 2.3% 2.6% 2.7% 2.7% 2.6%
Durum wheat

Production 0.0% 0.3% 0.2% 0.4% 0.6% 0.8% 0.7% 1.0% 0.9%

Domestic use -0.5% -0.7% -1.4% -2.0% -2.6% -3.2% -3.6% -3.9% -4.0%

Producer price 1.5% 1.5% 2.6% 3.5% 4.2% 4.6% 4.7% 4.7% 4.5%
Barley

Production -0.1% 0.0% 0.1% 0.1% 0.1% 0.1% -0.1% -0.5% -1.1%

Domestic use -0.5% -0.5% -0.5% -0.6% -0.6% -0.4% -0.2% 0.0% 0.1%

Producer price 1.8% 1.6% 2.4% 3.3% 3.7% 3.7% 3.5% 3.2% 2.9%
Maize

Production 0.0% -0.1% -0.1% -0.1% 0.0% 0.0% 0.1% 0.2% 0.3%

Domestic use -0.1% 0.0% 0.1% 0.2% 0.3% 0.4% 0.6% 0.7% 0.8%

Producer price 2.8% 2.4% 3.7% 5.0% 5.5% 5.3% 4.9% 4.4% 3.9%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 2.2% 3.2% 4.7% 5.9% 7.0% 7.3% 6.9% 6.2%

Domestic use 1.0% 2.8% 3.4% 4.9% 6.2% 6.9% 7.0% 6.7% 6.2%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 2.2% 3.2% 4.7% 5.9% 7.0% 7.3% 6.9% 6.2%

Domestic use 4.4% 3.5% 5.2% 6.9% 7.5% 7.2% 6.6% 5.9% 5.2%

Producer price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Soybeans

Production 0.0% 2.1% 3.0% 4.4% 5.6% 6.7% 7.0% 6.7% 6.0%

Domestic use 0.0% 2.6% 2.9% 4.3% 5.9% 6.9% 7.2% 7.0% 6.6%

Producer price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Beef and veal

Production 0.0% 0.0% -0.1% -0.1% -0.2% -0.2% -0.2% -0.3% -0.3%

Domestic use -0.1% -0.1% -0.2% -0.2% -0.2% -0.3% -0.3% -0.2% -0.2%

Producer price 1.5% 1.7% 2.5% 3.3% 3.7% 3.9% 3.8% 3.6% 3.3%
Pig meat

Production 0.5% 0.2% 0.5% 0.7% 0.7% 0.6% 0.5% 0.5% 0.5%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 7.0% 4.8% 7.9% 10.8% 11.1% 10.1% 9.0% 7.9% 6.8%
Poultry meat

Production -0.1% -0.1% -0.1% -0.1% -0.1% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.1% -0.1% -0.1% -0.1% -0.1% 0.0% 0.1% 0.2% 0.3%

Producer price 0.4% 1.0% 1.2% 1.6% 2.0% 2.2% 2.1% 2.0% 1.8%
Sheep meat

Production -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.1% -0.1% -0.1%

Domestic use 0.3% 0.4% 0.5% 0.7% 0.8% 0.8% 0.8% 0.7% 0.7%

Producer price 0.5% 0.6% 0.8% 1.0% 1.2% 1.1% 1.0% 0.9% 0.8%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.1% 1.2% 2.1% 2.9% 3.5% 4.0% 4.2% 4.2% 4.1%
Butter

Production -0.2% -0.4% -0.6% -0.9% -1.1% -1.2% -1.3% -1.3% -1.3%

Domestic use -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.1% -0.1% -0.1%

Whole sale price 2.1% 0.9% 1.9% 2.4% 2.3% 1.9% 1.6% 1.4% 1.1%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 5.1% 2.5% 4.9% 6.3% 6.3% 5.6% 5.0% 4.4% 3.8%

Whole sale price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.9% 1.0% 1.1% 2.1% 3.4% 4.6% 5.6% 6.3% 6.8%

Whole sale price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Cheese

Production -0.1% 0.1% 0.2% 0.3% 0.5% 0.7% 0.8% 0.9% 0.9%

Domestic use 0.1% 0.1% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5% 0.5%

Whole sale price 0.1% 1.5% 2.3% 3.4% 4.8% 6.0% 6.7% 7.1% 7.1%

Source: Greek AGMEMOD Model (2006)
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Table 10.8 : Greece: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.1% -0.2% -0.2% -0.2% -0.3% -0.4% -0.4% -0.3%

Domestic use 0.1% 0.2% 0.2% 0.0% -0.1% -0.2% -0.2% -0.2% -0.2%
Soft wheat

Production -0.3% -0.4% -0.1% 0.4% 1.1% 1.8% 2.4% 3.2% 4.0%

Domestic use -0.1% 0.0% 0.1% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1%

Producer price -0.8% -1.7% -2.1% -2.2% -2.3% -2.4% -2.7% -2.9% -3.2%
Durum wheat

Production 0.0% -0.3% -0.5% -0.5% -0.6% -0.9% -0.9% -1.0% -1.0%

Domestic use 0.5% 1.1% 1.9% 2.7% 3.1% 3.5% 3.8% 4.0% 4.2%

Producer price -1.7% -3.2% -3.7% -3.8% -4.0% -4.3% -4.7% -5.2% -5.6%
Barley

Production 0.1% 0.1% -0.2% -0.4% -0.3% 0.0% 0.5% 1.2% 1.8%

Domestic use 0.5% 1.0% 0.9% 0.5% 0.2% 0.1% 0.1% 0.2% 0.3%

Producer price -2.0% -3.6% -3.5% -3.1% -2.9% -3.1% -3.5% -3.9% -4.4%
Maize

Production 0.0% 0.1% 0.1% 0.1% 0.0% -0.1% -0.3% -0.3% -0.3%

Domestic use 0.1% 0.1% -0.1% -0.3% -0.5% -0.6% -0.6% -0.7% -0.7%

Producer price -3.1% -5.5% -5.3% -4.5% -4.3% -4.6% -5.0% -5.5% -6.0%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% -2.4% -5.7% -7.3% -7.2% -6.4% -6.1% -6.2% -6.6%

Domestic use -1.1% -4.0% -6.2% -6.5% -6.3% -6.3% -6.6% -7.0% -7.4%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% -2.4% -5.7% -7.3% -7.2% -6.4% -6.1% -6.2% -6.6%

Domestic use -4.8% -8.2% -7.4% -6.2% -5.7% -6.0% -6.6% -7.3% -8.0%

Producer price -13.5% -18.5% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
Soybeans

Production 0.0% -2.3% -5.4% -7.0% -6.9% -6.2% -5.9% -6.0% -6.4%

Domestic use 0.0% -2.8% -5.8% -6.6% -6.5% -6.4% -6.5% -6.9% -7.2%

Producer price -13.5% -18.5% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
Beef and veal

Production 0.0% 0.0% 0.1% 0.2% 0.2% 0.3% 0.3% 0.3% 0.3%

Domestic use 0.1% 0.2% 0.3% 0.3% 0.3% 0.2% 0.2% 0.3% 0.3%

Producer price -1.7% -3.4% -3.8% -3.6% -3.5% -3.5% -3.7% -4.0% -4.3%
Pig meat

Production -0.5% -0.8% -0.6% -0.5% -0.5% -0.6% -0.7% -0.7% -0.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -7.7% -12.3% -10.4% -8.3% -7.8% -8.4% -9.4% -10.5% -11.5%
Poultry meat

Production 0.1% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.2% 0.2% 0.1% 0.0% -0.1% -0.2% -0.2% -0.2% -0.2%

Producer price -0.6% -1.7% -2.2% -2.1% -1.9% -1.9% -2.0% -2.2% -2.4%
Sheep meat

Production 0.1% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2%

Domestic use -0.3% -0.7% -0.8% -0.8% -0.7% -0.7% -0.8% -0.8% -0.9%

Producer price -0.5% -1.1% -1.3% -1.1% -1.0% -1.0% -1.0% -1.1% -1.2%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.1% -2.5% -3.1% -3.4% -3.6% -3.8% -4.1% -4.5% -4.9%
Butter

Production 0.2% 0.6% 1.0% 1.2% 1.2% 1.3% 1.3% 1.4% 1.4%

Domestic use 0.1% 0.2% 0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Whole sale price -2.3% -3.2% -2.0% -1.4% -1.4% -1.6% -1.9% -2.1% -2.3%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -5.6% -8.0% -5.8% -4.4% -4.5% -5.0% -5.5% -6.0% -6.4%

Whole sale price -13.5% -18.5% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 1.0% -0.1% -2.6% -4.0% -4.7% -5.2% -5.8% -6.4% -7.1%

Whole sale price -13.5% -18.5% -13.9% -11.1% -11.1% -12.4% -13.6% -14.8% -16.0%
Cheese

Production 0.1% 0.0% -0.3% -0.6% -0.7% -0.7% -0.8% -0.9% -0.9%

Domestic use -0.1% -0.2% -0.3% -0.4% -0.4% -0.4% -0.5% -0.5% -0.5%

Whole sale price 0.0% -1.7% -4.1% -5.3% -5.7% -6.0% -6.4% -6.9% -7.6%

Source: Greek AGMEMOD Model (2006)
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Table 10.9 : Greece: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.2% -0.2% -0.3% -0.3% -0.5% -0.5% -0.5% -0.5%

Domestic use 0.2% 0.3% 0.2% 0.0% -0.1% -0.2% -0.3% -0.3% -0.3%
Soft wheat

Production -0.4% -0.5% -0.2% 0.6% 1.5% 2.5% 3.5% 4.6% 5.9%

Domestic use -0.1% 0.0% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price -1.1% -2.3% -2.9% -3.1% -3.4% -3.6% -3.9% -4.2% -4.5%
Durum wheat

Production 0.0% -0.5% -0.7% -0.8% -0.9% -1.2% -1.3% -1.4% -1.5%

Domestic use 0.7% 1.5% 2.7% 3.7% 4.4% 5.0% 5.4% 5.8% 6.1%

Producer price -2.4% -4.4% -5.1% -5.5% -5.9% -6.4% -6.9% -7.4% -7.9%
Barley

Production 0.2% 0.1% -0.2% -0.5% -0.5% -0.1% 0.6% 1.5% 2.5%

Domestic use 0.7% 1.4% 1.2% 0.7% 0.4% 0.2% 0.2% 0.2% 0.3%

Producer price -2.8% -4.8% -4.9% -4.6% -4.5% -4.7% -5.2% -5.6% -6.1%
Maize

Production 0.0% 0.1% 0.2% 0.2% 0.0% -0.2% -0.3% -0.4% -0.4%

Domestic use 0.1% 0.2% -0.1% -0.4% -0.6% -0.8% -0.9% -1.0% -1.1%

Producer price -4.5% -7.4% -7.4% -6.8% -6.6% -6.9% -7.4% -7.8% -8.4%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% -3.5% -7.8% -10.1% -10.2% -9.6% -9.2% -9.3% -9.7%

Domestic use -1.5% -5.6% -8.4% -9.2% -9.3% -9.5% -9.8% -10.2% -10.7%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% -3.5% -7.8% -10.1% -10.3% -9.6% -9.3% -9.4% -9.7%

Domestic use -7.0% -11.0% -10.4% -9.3% -8.9% -9.2% -9.8% -10.5% -11.2%

Producer price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
Soybeans

Production 0.0% -3.3% -7.4% -9.7% -9.8% -9.2% -8.9% -9.0% -9.3%

Domestic use 0.0% -4.1% -7.9% -9.2% -9.4% -9.5% -9.8% -10.2% -10.5%

Producer price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
Beef and veal

Production 0.0% 0.1% 0.1% 0.2% 0.3% 0.4% 0.4% 0.5% 0.5%

Domestic use 0.1% 0.3% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%

Producer price -2.4% -4.6% -5.3% -5.2% -5.2% -5.3% -5.5% -5.8% -6.1%
Pig meat

Production -0.8% -1.0% -0.8% -0.7% -0.8% -0.9% -1.0% -1.0% -1.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -11.2% -16.4% -14.8% -12.8% -12.3% -12.8% -13.7% -14.8% -15.8%
Poultry meat

Production 0.1% 0.2% 0.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.2% 0.3% 0.2% 0.0% -0.1% -0.2% -0.2% -0.3% -0.3%

Producer price -0.9% -2.4% -3.1% -3.1% -2.9% -2.9% -3.1% -3.3% -3.5%
Sheep meat

Production 0.1% 0.2% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Domestic use -0.5% -1.0% -1.2% -1.2% -1.1% -1.1% -1.1% -1.2% -1.2%

Producer price -0.8% -1.6% -1.8% -1.7% -1.5% -1.5% -1.5% -1.6% -1.6%
Fluid milk

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.6% -3.3% -4.3% -4.8% -5.3% -5.7% -6.1% -6.6% -7.1%
Butter

Production 0.3% 0.9% 1.4% 1.7% 1.8% 1.9% 1.9% 2.0% 2.1%

Domestic use 0.2% 0.3% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Whole sale price -3.4% -4.2% -3.0% -2.3% -2.2% -2.5% -2.7% -2.9% -3.2%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -8.1% -10.5% -8.3% -7.0% -7.0% -7.5% -8.0% -8.4% -8.8%

Whole sale price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 1.4% -0.4% -3.5% -5.5% -6.6% -7.5% -8.5% -9.4% -10.4%

Whole sale price -19.7% -24.4% -20.0% -17.4% -17.4% -18.6% -19.8% -20.9% -22.0%
Cheese

Production 0.1% -0.1% -0.4% -0.8% -1.0% -1.1% -1.2% -1.3% -1.4%

Domestic use -0.1% -0.3% -0.4% -0.5% -0.6% -0.6% -0.7% -0.7% -0.8%

Whole sale price 0.0% -2.5% -5.5% -7.4% -8.2% -8.9% -9.5% -10.3% -11.0%

Source: Greek AGMEMOD Model (2006)
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11 Hungary
Tibor Ferenczi, Szabolcs Varga and Tibor Varga, Corvinus University of Budapest

11.1 Baseline

Table 11.1 shows the specific assumptions for Hungary on the macroeconomic variables that
underlie the model’s Baseline and scenario projections up to 2015.

Table 11.1 : Assumptions on macroeconomic variables for Hungary

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 10.2 10.1 10.1 10.1 10.0 10.0 10.0 10.0 9.92 9.88 9.84 9.80
GDP bil. Euro97 108 127 131 149 162 158 157 161 167 174 180 187
GDP per capita Euro97/cap 8228 9737 10072 11457 12525 12195 12142 12507 13059 13625 14204 14797
Inflation 1997=1 1.34 1.78 1.84 1.95 2.01 2.08 2.16 2.21 2.26 2.31 2.35 2.37

Source: Eurostat

Due to the expected EU accession of Romania and Bulgaria in 2007, the population
assumption for Hungary was adjusted. The low fertility rate projection for Hungary will be
reflected explicitly in a declining population projection. This negative trend however, will be
offset by the immigration of ethnic Hungarians from Romania as a result of the better
economic growth prospects in the EU10 accession states following accession to the EU. But
as Romania will in future offer the same opportunities, the previous strong incentives for
moving to Hungary will be unlikely to be maintained.

Another modified assumption relates to the expectation of economic growth and income
trends. In April, international and Hungarian forecasting institutions had still expected speedy
economic growth, a low inflation rate and a convergence in per capita income to the level of
EU15. Recently, however, international institutions have started to qualify their economic
forecasts for the Hungarian economy, and these forecasts no longer show the earlier level of
optimism. These concerns arise out of uncertainty surrounding the accuracy of recent national
economic data.

As regards policy variables, the Hungarian government intends to maintain SAPS for as long
as possible, and not even the idea of modulation is up for discussion. The government thus
intends to maintain a strong coupling rate under the current circumstances; this is reflected in
the model, whereby shift rates are always 1 (for any commodity and all years up to 2015) to
reflect a transfer of payments to other sectors.

With the implementation of the CAP reform in 2007, it is assumed that, for SAPS payments
in Hungary will have 30% impact on grains, oilseeds and suckler cows production

Complementary national direct payments are fully coupled to production as set out in the
following Table 11.2.

Grains and oilseed sectors

Baseline supports for agriculture are assumed to increase over the projection period, and as a
consequence the upward trend in grains and oilseed area harvested is maintained. Area
payments coupled to arable crops contribute to a projected increase in grains and oilseed
production. However, grain feed use will not change very much because the Hungarian
livestock sectors indicate stable or declining activity levels. When combined with the
projected increase in grain production, this will lead to higher grain exports from Hungary.
Table 11.2 : Supply-inducing multipliers of Hungarian agriculture in CAP Reform scenario

SAP scheme SPS scheme
Baseline CAP Scenario

Decoupled EU support
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- grains 0.6 0.6 0.3
- rapeseeds 0.6 0.6 0.3
- suckler cows 0.6 0.6 0.3
- cattle 0.1 0.1 0.1
Coupled national support (CNDP)

- grains 1.0 1.0 1.0
- rapeseeds 1.0 1.0 1.0
- suckler cows 1.0 1.0 1.0
- cattle 1.0 1.0 1.0

Source: Own calculations

Under the Baseline, Hungarian grain prices are projected to be lower than the intervention
levels. It is estimated that grain producers share in the ownership of not more than 10 per cent
of about 1000 storage companies. In consequence the main beneficiaries from the
intervention system appear to be grain merchants and traders rather then producers (CEEC
Agri Policy (2005).

Over the Baseline projection period, the EU intervention system is expected to support
market prices such that they exceed the intervention level. This will disadvantage livestock
producers and further contribute to declining levels of activity. The Hungarian grain sector is
projected to maintain a strong position in arable crops, and the share of maize in total arable
area is projected to grow. Maize in Hungary belongs to the northern margin of production,
but the 100% self-sufficiency (largely thanks to France) in the EU25 makes production less
risky than other grains. As noted above, the Baseline projection indicates that oilseed area
harvested and oilseed production will increase further, probably due largely to increases in
rapeseed and sunflower seed production. The soybean sector is projected to remain a
marginal production activity in Hungary.

Livestock and dairy sectors

Animal husbandry is projected to decline further. This is an unfavourable trend, including
from the point of view of cereals, because using the feeds domestically would be the most
efficient use. The production costs of grains in Hungary are among the lowest of all EU
Member States, but the long distance from sea ports and under-developed logistical
infrastructure makes grain exporting very costly. Thus, the efficiency of Hungarian
agriculture may decline if the excess grain is put to less use by domestic animal sectors.

The Baseline shows different prospects for the various animal commodities. Beef is
consumed in only very small amounts in Hungary; prior to transition, it was 10 kg per capita,
but this declining trend is projected to continue, and the latest statistics show no more than 3
kg. Pork consumption has also declined, from 40 kg to below 30 kg, and this trend is still
continuing. Sheepmeat consumption was always negligible. However, poultrymeat
consumption, which was increasing before transition when consumption per capita was 22
kg, is now over 34 kg.

Under the Baseline, the domestic use of beef continues to decline. Hungarian pork
consumption — especially in the second part of the projection period — is projected to increase,
but not by as much as pork production. The result will be additional pork exports from
Hungary. Under the Baseline, the production and domestic use of broilers is projected to
continue to grow over the projection period.

Under the Baseline, Hungarian milk production is projected to be around the quota level.
Domestic use of milk in Hungary is expected to increase, mainly in the second part of the
projection period. This is largely accounted for by increased consumption of dairy products,
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supplied by increased dairy commodity imports.

There is a significant change in feedstuffs demand under the Baseline: a fall is projected in
the feed use of grains, which is only partly connected to the decline in livestock. Another
element is that, structurally, fewer grains and more oil meals are being used. In this regard,
the domestic (feed) use of rape meal is projected to almost double during the Baseline
projection period, while sunflower and soybean meals are slightly diminishing.

Table 11.3 summarises the Baseline projections for the main agricultural commodities in
Hungary.
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Table 11.3 : Baseline results concerning main agricultural commodities of Hungary

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 9708 10153 10718 11909 12957 13264 15107 15427 15915 16319 15879 16295

Domestic use 1,000 ton 8934 10199 10753 11025 11176 11335 11543 11798 12002 11995 12149 12291
Soft wheat

Production 1,000 ton 3692 5212 5340 5800 5842 6367 6709 6852 6915 6906 6186 6085

Domestic use 1,000 ton 3064 3539 3536 3496 3500 3521 3551 3561 3576 3579 3609 3610

Producer price euro/ton 112 98 98 103 105 104 103 104 104 105 106 108
Durum wheat

Production 1,000 ton 45 54 54 54 54 54 54 54 54 54 54 54

Domestic use 1,000 ton 35 28 28 28 28 28 28 28 28 28 28 28

Producer price euro/ton 108 124 114 110 108 106 104 103 102 102 102 101
Barley

Production 1,000 ton 901 1706 1619 1621 1545 1586 1603 1504 1417 1324 1011 941

Domestic use 1,000 ton 995 1376 1429 1424 1466 1489 1533 1557 1577 1588 1599 1567

Producer price euro/ton 118 98 97 103 104 104 102 102 102 103 104 108
Maize

Production 1,000 ton 4984 3056 3580 4309 5391 6287 6615 6892 7404 7909 8502 9090

Domestic use 1,000 ton 4778 5195 5700 6016 6121 6236 6371 6592 6761 6739 6853 7026

Producer price euro/ton 95 83 82 85 87 86 86 86 86 86 86 86
Rye

Production 1000 tons 86 125 125 125 125 125 125 125 125 125 125 125

Domestic use 1000 tons 63 89 89 89 89 89 89 89 89 89 89 89

Producer price euro/ton 79 69 58 59 61 62 62 62 63 63 64 64
Other grains

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 77 67 66 68 69 71 71 71 71 72 73 73
Total oilseeds

Production 1,000 ton 694 1174 1134 1041 1050 1154 1204 1200 1190 1190 1157 1129

Domestic use 1,000 ton 651 804 811 812 822 839 848 850 851 854 855 856
Rapeseed

Production 1,000 ton 179 226 203 192 229 299 314 281 255 247 244 248

Domestic use 1,000 ton 224 180 182 183 190 202 208 207 207 209 211 213

Producer price euro/ton 206 213 214 243 259 244 235 235 237 239 241 241
Sunflower

Production 1,000 ton 484 899 883 803 774 804 838 867 884 893 863 832

Domestic use 1,000 ton 393 588 593 594 597 601 605 607 609 609 608 607

Producer price euro/ton 158 207 169 182 215 230 218 211 214 216 217 218
Soybeans

Production 1,000 ton 31 49 48 46 47 52 52 51 50 50 49 49

Domestic use 1,000 ton 34 36 36 35 36 36 36 36 36 36 36 36

Producer price euro/ton 204 241 196 198 229 249 237 230 236 239 242 244
Beef and veal

Production 1,000 ton 67 85 89 88 92 97 102 104 106 92 89 89

Domestic use 1,000 ton 44 52 50 48 48 48 48 48 47 46 45 45

Producer price euro/100 kg 86 86 79 81 87 88 86 85 86 86 87 88
Pig meat

Production 1,000 ton 397 522 552 579 603 626 646 666 684 700 716 730

Domestic use 1,000 ton 295 307 308 309 308 308 308 308 308 308 307 306

Producer price euro/100 kg 103 122 107 102 105 112 116 120 118 114 117 121
Poultry meat

Production 1,000 ton 458 447 458 469 477 485 494 504 514 524 533 542

Domestic use 1,000 ton 356 391 395 397 397 400 403 405 408 411 413 415

Producer price euro/100 kg 84 148 133 136 136 136 135 133 132 129 128 126
Sheep meat

Production 1,000 ton 11 16 17 17 17 18 18 19 19 18 18 18

Domestic use 1,000 ton 2 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/100 kg 146 153 140 137 135 134 132 130 130 129 129 129
Fluid milk

Production 1,000 ton 2137 2047 2343 2399 2278 2147 2114 2174 2176 2158 2170 2166

Domestic use 1,000 ton 1969 1513 1511 1544 1535 1561 1579 1597 1615 1632 1648 1664

Whole sale price euro/100 kg 26 26 25 25 24 24 24 24 24 24 24 24
Butter

Production 1,000 ton 12 14 16 19 22 25 28 31 34 37 40 43

Domestic use 1,000 ton 12 9 10 11 10 10 11 11 12 12 12 12

Whole sale price euro/100kg 510 465 426 413 416 413 410 410 411 412 413 414
SMP

Production 1,000 ton 5 5 5 5 5 5 5 5 5 5 5 5

Domestic use 1,000 ton 4 4 4 4 4 4 4 4 4 4 4 4

Whole sale price euro/100kg 244 197 186 182 185 184 183 183 184 184 185 185
WMP

Production 1,000 ton 4 4 4 4 4 4 4 4 4 4 4 4

Domestic use 1,000 ton 1 1 1 1 1 1 1 1 2 2 2 2

Whole sale price euro/100kg 84 77 70 79 88 84 81 83 85 86 88 90
Cheese

Production 1,000 ton 66 91 93 92 94 93 93 92 91 90 89 88

Domestic use 1,000 ton 58 69 69 70 70 71 72 72 73 73 73 73

Whole sale price euro/100kg 601 604 607 594 595 603 605 603 604 607 611 616

Source: Hungarian AGMEMOD Model (2006)

Agricultural income



Hungary Country Level Results

Although the AGMEMOD country models cover a limited set of agricultural commodities
and cover feedstuffs as the sole input variable, it is possible to approximate the development
of gross agricultural sector income. This is based on the development of agricultural output
value, subsidies (direct payments and SFP) to the Hungarian producers of the commodities
under consideration and feed costs respectively. From 2013, the modulation effect is visible.

Table 11.4 : Agricultural output, subsidies, feed cost and gross income in Hungary'

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 1.23 1.22 1.28 1.35 1.44 1.48 151 154 1.55 1.54 1.58
Subsidies/SFP 2000=1 1.00 4.63 5.12 4.87 5.55 6.83 7.65 7.93 8.28 5.50 5.22 5.22
Feeding costs 2000=1 1.00 1.08 1.15 1.25 131 131 1.32 1.36 1.39 1.40 1.43 1.46
Gross agric. income 2000=1 1.00 1.42 1.38 1.43 1.53 1.69 1.77 181 1.84 1.75 1.73 1.77

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Own calculations

The Hungarian model takes a different approach to reflecting the impact of budgetary support
than do the other EU-10 models. First, subsidies per hectare have been calculated. Second,
these subsidies are allocated to the various agricultural commodities (subsidy per kg)
according to their land use. This results in factors which are added to the corresponding
producer prices. The real supply-inducing effects of these subsidy add-ups are tempered by
multiplier rates. In the event of adjustments to the subsidy amounts, the model seems to react
more effectively than the models of other EU-10.

11.2 Further CAP Reform (FCR)

Transition to SFP and further CAP reform from 2007 would modify the coupling effects as
presented in the introduction to Table 11.2. In this scenario, grain production would slightly
increase and rapeseeds would gain in area share. Animal husbandry would also change from
the Baseline projection. In particular the livestock and sheep sectors would diminish. Within
the oilseed sector further growth in the feed use of rapeseed meal is projected, this being at
the expense of the feed use of other oilseed meals.

Agricultural income

Compared to the Baseline, Hungarian agricultural incomes decrease under the FCR scenario
(Table 11.6) due to lower subsidy receipts. Feed costs are also somewhat lower due to
reduced meat production.

Table 11.5: Hungary: Agricultural output and income under FCR scenario (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.0% -0.6% -0.8% -0.9%  -0.9% -1.0% -1.1% -11% -1.1%
Subsidies/SFP -9.0% -11.5% -13.0% -14.0% -15.6% -17.1% -29.0% -29.9% -30.6%
Feeding costs -0.2% -0.3% -0.3% -0.4% -0.4% -0.5% -0.6% -0.6% -0.6%
Gross agric. income -1.1% -2.2% -2.8% -3.0% -3.4% -3.8% -4.4% -4.4% -4.4%

Source: Hungarian AGMEMOD Model (2006)
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Table 11.6 : Hungary: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -1.3% -0.5% -1.6% -1.7% -1.8% -1.8% -1.8% -1.6%

Domestic use -0.3% -0.4% -0.5% -0.7% -0.7% -0.8% -0.9% -1.0% -1.0%
Soft wheat

Production 0.0% -2.1% -2.9% -3.3% -3.7% -4.1% -4.5% -5.3% -5.4%

Domestic use 0.0% 0.0% -0.2% -0.3%  -0.4% -0.4% -0.5% -0.5% -0.5%

Producer price 0.0% 0.0% 0.3% 0.4% 0.5% 0.6% 0.6% 0.6% 0.7%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% -3.4% -4.4% -4.1% -4.4% -5.0% -5.6% -7.1% -7.1%

Domestic use 0.0% 0.0% -0.7% -0.9%  -1.0% -1.1% -1.3% -1.3% -1.4%

Producer price 0.0% 0.0% 0.6% 0.9% 1.0% 1.2% 1.3% 1.4% 1.4%
Maize

Production 0.0% 0.1% 0.0% 0.7% 0.9% 1.0% 1.1% 1.4% 1.4%

Domestic use -0.4% -0.6% -0.6% -0.8%  -0.9% -1.0% -1.1% -1.1% -1.1%

Producer price 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% -0.5% -0.9% -1.4% -1.8% -2.1% -2.5% -2.9% -3.1%

Domestic use 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2%
Rapeseed

Production 0.0% -0.3% -0.1% 0.0% 0.2% 0.4% 0.6% 0.7% 0.8%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% -0.6% -1.3% -1.9% -2.4% -2.9% -3.4% -4.0% -4.4%

Domestic use 0.0% 0.0% -0.1% -0.1%  -0.2% -0.2% -0.2% -0.3% -0.3%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% -0.3% -0.5% -0.7% -0.9% -1.0% -1.1% -1.3% -1.3%

Domestic use 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -2.8% -4.0% -4.8% -5.5% -6.3% -7.1% -9.6% -10.3% -10.6%

Domestic use 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Producer price 0.0% 0.0% 0.4% 0.3% 0.4% 0.4% 0.3% 0.3% 0.3%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production -1.3% -1.9% -2.4% -2.8% -3.2% -3.5% -4.4% -4.6% -4.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.0% 0.0% 0.0% -0.5% -0.4% -0.5% -0.5% -0.5% -0.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Hungarian AGMEMOD Model (2006)
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11.3 Exchange Rate Change (ERC)

As in other MS, the exchange rate between the US dollar and the euro is an important factor
in determining the effect of world prices of agricultural commodities on EU agricultural
markets and the competitiveness of EU agricultural exports on world markets. Under the
Baseline, the exchange rate projection is US$ 1.24 per euro from 2007 onwards (FAPRI
projection). In this key macroeconomic assumption three alternative paths of the US dollar
versus the euro were analysed. Two of these involve a depreciation of the US dollar versus
the euro, with the exchange rate moving to rates of 1.3 and 1.4 US dollar per euro in 2007.
The third is for the euro to depreciate against the dollar to a parity exchange rate of US$ 1 per
euro.

Obviously, Hungary does not deliver a key price to the AGMEMOD model structure. Thus
the influence of the alternative exchange rate paths examined in this scenario operates
through the way the different exchange rates impact on the key commodity price projections
generated by the AGMEMOD model.

For a number of commodities, such as oilseeds and their associated meals and oils, the
AGMEMOD model does not endogenously model their prices. However, it is worth noting
that Hungarian oilseed and especially oil meals and oil markets are monopolistic; a single
international company operates and manages the buying-in and processing operations, and
runs the export and import markets. However, supply-inducing prices for European farmers
are assumed to be world prices (in dollars) when converted into national currency equivalents
in Hungary too. For such products, any change in the exchange rate will have a direct impact
on the national currency prices and on the associated supplies of and demand for the
commodity in question.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for Hungary. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1.00
USS), ERC-2 (€ = 1.30 USS) and ERC-3 (€ = 1.40 USS$). Table 11.7 to Table 11.9 set out the
results of the scenarios relative to the Baseline projections in terms of percentage changes.

The impact of the three ERC scenarios when compared with one another and with the
Baseline projections indicate that the AGMEMOD model performs as one would have
expected. Key prices under the ECR-1 scenario, where the euro / US dollar exchange rate is
1.0 from 2007, are characterised by increases. When compared with Baseline price
projections, prices under both ERC-2 and ERC-3 scenarios decline as expected. The size of
the increase in the key prices that are endogenously determined within the AGMEMOD
system are in general smaller than the percentage changes in prices that are determined
exogenously to the model. For these prices the percentage change in the exchange rate from
Baseline levels is fully reflected in the euro prices for these commodities (oilseeds and oil
seed meals and oils). The impact of the changed exchange rate on commodity prices
determined endogenously by the AGMEMOD system is moderated by the endogenous
response of EU supply and demand for agricultural commodities (grains, milk and livestock
products).

Figure 11.1 charts the percentage change in four Hungarian prices under each of the three
ERC scenarios. The commodity prices chosen for Hungary are soft wheat, pork, poultry and
milk. These prices are endogenously determined in the AGMEMOD model.
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Figure 11.1 : Hungarian Commodity Prices: ERC Scenarios (% A from Baseline)
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When the projections for Hungarian commodity markets under the ECR-1 scenario are
compared with those under the Baseline, market clearing prices are seen to be generally
higher. These higher prices are associated with small increases in production of most
agricultural commodities and somewhat reduced domestic use.

The two exchange rate change scenarios labelled ECR-2 and ECR-3 involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007 under ECR-2, the euro / US dollar exchange rate is 1.30, while
under ECR-3 it is assumed to be 1.40 from 2007. As expected, the projections for Hungary
under both scenarios are characterised by similar changes in prices, quantities supplied and
demand. As in the ECR-1 scenario, the impact of the exchange rate changes is most fully
expressed in the prices of commodities which are exogenous to the AGMEMOD model
system. For the majority of agricultural commodities in the AGMEMOD system, prices are
determined endogenously, together with all of the elements of supply and use balances.
Under each of the euro / US dollar exchange rate scenarios, market prices in Hungary are
projected to be lower than under the Baseline, with often concomitant reductions in the
volume of domestic production (e.g. oilseeds, especially sunflower and soybeans, beef, milk
and cheese) and small increases in domestic use due to the falling price (as in wheat, barley
and especially in maize; and in pork, milk and butter).

Agricultural income

Total subsidy receipts are not really influenced by the exchange rate shocks. The main effect
on gross agricultural income (ceteris paribus) results from agricultural output value. Higher
prices and production levels in the ERC-1 scenario would lead to increased values of these
agricultural outputs, while the opposite is the case in the ERC-2 and ERC-3 scenarios (Figure
11.2).
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Figure 11.2 : Hungary: Gross agriculture income in Exchange Rate Scenarios. (% A from
Baseline)
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Table 11.7: Hungary: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 3.4% 0.5% 2.2% 3.1% 2.6% 1.9% 1.5% 1.3%

Domestic use -0.3% 0.2% -0.8% -0.1% -0.3% -0.2% 0.0% 0.2% 0.3%
Soft wheat

Production 0.0% 3.1% 1.7% 2.9% 3.8% 3.7% 3.2% 2.9% 2.6%

Domestic use -1.4% -0.3% -1.2% -1.3% -1.2% -0.9% -0.8% -0.6% -0.5%

Producer price 3.7% 1.7% 3.3% 4.4% 4.3% 3.8% 3.4% 3.1% 2.8%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 4.8% 1.6% 2.7% 4.4% 3.5% 2.3% 2.1% 2.1%

Domestic use -2.1% 0.0% -1.0% -1.0% -0.5% 0.0% 0.2% 0.2% 0.2%

Producer price 4.3% 1.7% 3.3% 4.7% 4.4% 3.7% 3.3% 3.0% 2.7%
Maize

Production 0.0% 3.5% 0.6% 1.5% 2.2% 1.5% 0.8% 0.5% 0.4%

Domestic use 0.7% 0.5% -0.6% 0.7% 0.3% 0.1% 0.3% 0.6% 0.8%

Producer price 2.4% 1.9% 3.0% 4.1% 4.4% 4.3% 3.9% 3.6% 3.1%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 2.2% 2.0% 3.0% 4.0% 4.5% 4.5% 4.2% 3.8%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 2.3% 2.1% 3.1% 4.2% 4.7% 4.7% 4.4% 4.0%
Total oilseeds

Production 0.0% -1.6% -1.1% -1.9% -2.6% -2.8% -2.8% -2.6% -2.4%

Domestic use 0.0% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%
Rapeseed

Production 0.0% -1.4% -0.5% -0.8% -0.9% -0.5% 0.2% 0.7% 1.0%

Domestic use 0.0% -0.2% -0.1% -0.1% -0.1% -0.1% 0.0% 0.1% 0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% -1.7% -1.4% -2.3% -3.2% -3.6% -3.6% -3.6% -3.5%

Domestic use 0.0% -0.1% -0.1% -0.2%  -0.2% -0.3% -0.3% -0.3% -0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% -1.4% -0.8% -1.4% -1.8% -1.8% -1.6% -1.5% -1.3%

Domestic use 0.0% -0.2% -0.1% -0.2% -0.3% -0.3% -0.2% -0.2% -0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.0% 0.3% 0.2% 0.2% 0.3% 0.3% 0.3% 0.2% 0.2%

Domestic use 0.0% 0.9% 0.4% 1.0% 1.3% 1.3% 1.2% 1.1% 0.9%

Producer price 0.0% 4.2% 2.1% 3.9% 4.8% 4.7% 4.2% 3.7% 3.3%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% -0.3% -0.1% -0.2% -0.3% -0.3% -0.3% -0.2% -0.2%

Producer price 0.0% 9.1% 4.3% 8.9% 11.7% 11.4% 10.0% 8.8% 7.8%
Poultry meat

Production 0.0% -0.3% -0.1% -0.3% -0.4% -0.4% -0.3% -0.2% -0.2%

Domestic use 0.0% -0.1% -0.1% -0.1% -0.2% -0.2% -0.2% -0.2% -0.2%

Producer price 0.0% 0.8% 1.4% 1.3% 2.0% 2.3% 2.3% 2.1% 1.8%
Sheep meat

Production 0.0% -0.5% -0.6% -0.9% -1.2% -1.4% -1.6% -1.6% -1.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production 0.1% 2.0% -2.7% 1.5% 0.9% 0.9% 1.8% 2.7% 3.3%

Domestic use 0.0% -0.3% -0.2% -0.4%  -0.5% -0.6% -0.6% -0.6% -0.6%

Whole sale price 0.0% 1.1% 1.4% 2.1% 2.9% 3.5% 3.9% 4.0% 4.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -1.1% -0.6% -1.1% -1.3% -1.2% -1.0% -0.9% -0.8% -0.6%

Whole sale price 1.4% 0.7% 1.4% 1.8% 1.8% 1.6% 1.5% 1.3% 1.2%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 2.0% 1.0% 2.0% 2.6% 2.7% 2.5% 2.2% 2.0% 1.8%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 12.4% 5.9% 11.9% 15.6% 15.6% 13.9% 12.3% 10.8% 9.3%
Cheese

Production 0.0% 0.7% 0.9% 1.4% 1.9% 2.3% 2.5% 2.5% 2.4%

Domestic use 0.0% -0.1% -0.1% -0.2% -0.3% -0.3% -0.4% -0.4% -0.4%

Whole sale price 0.0% 1.8% 2.2% 3.4% 4.8% 5.8% 6.4% 6.6% 6.5%

Source: Hungarian AGMEMOD Model (2006)



Hungary Country Level Results

Table 11.8: Hungary: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -3.7% -2.6% -2.2% -1.1% -1.6% -2.1% -2.1% -2.2%

Domestic use 0.3% 0.1% 0.5% 0.7% 0.1% -0.1% -0.2% -0.2% -0.2%
Soft wheat

Production 0.0% -3.3% -5.0% -3.4% -2.4% -2.5% -2.9% -3.3% -3.6%

Domestic use 1.5% 1.8% 0.9% 0.7% 0.7% 0.8% 1.0% 1.1% 1.2%

Producer price -4.1% -5.7% -3.7% -2.7% -3.0% -3.6% -4.1% -4.5% -4.8%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% -5.1% -6.8% -2.4% -0.4% -1.7% -3.1% -3.8% -4.1%

Domestic use 2.3% 2.1% 0.1% -0.5% -0.1% 0.3% 0.3% 0.3% 0.5%

Producer price -4.7% -6.3% -3.6% -2.3% -2.9% -3.8% -4.2% -4.6% -5.0%
Maize

Production 0.0% -4.0% -3.8% -1.0% 0.1% -0.6% -1.2% -1.1% -1.1%

Domestic use -0.8% -1.4% 0.4% 1.0% -0.1% -0.7% -0.9% -1.0% -1.0%

Producer price -2.6% -4.6% -4.2% -3.6% -3.4% -3.7% -4.1% -4.5% -4.9%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% -2.4% -4.4% -4.4% -3.8% -3.6% -3.8% -4.2% -4.7%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% -2.5% -4.6% -4.5% -3.9% -3.7% -3.9% -4.4% -4.9%
Total oilseeds

Production 0.0% 1.8% 3.0% 2.6% 2.3% 2.4% 2.6% 2.8% 3.0%

Domestic use 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Rapeseed

Production 0.0% 1.5% 1.9% 0.7% -0.2% -0.5% -0.6% -0.5% -0.5%

Domestic use 0.0% 0.2% 0.3% 0.1% 0.0% -0.1% -0.1% -0.1% -0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 1.9% 3.4% 3.3% 3.2% 3.3% 3.6% 3.8% 4.2%

Domestic use 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.3% 0.3% 0.3%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 1.5% 2.3% 1.7% 1.3% 1.4% 1.5% 1.6% 1.8%

Domestic use 0.0% 0.2% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.0% -0.3% -0.4% -0.3% -0.2% -0.2% -0.2% -0.3% -0.3%

Domestic use 0.0% -1.2% -1.7% -1.3% -1.0% -1.0% -1.2% -1.4% -1.6%

Producer price 0.0% -4.6% -6.5% -4.5% -3.4% -3.3% -3.7% -4.1% -4.6%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.3% 0.4% 0.3% 0.2% 0.2% 0.3% 0.3% 0.3%

Producer price 0.0% -9.9% -13.8% -10.2% -8.0% -7.9% -8.7% -9.8% -10.9%
Poultry meat

Production 0.0% 0.4% 0.5% 0.3% 0.2% 0.2% 0.2% 0.3% 0.3%

Domestic use 0.0% 0.1% 0.3% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2%

Producer price 0.0% -1.1% -2.6% -2.7% -2.0% -1.7% -1.9% -2.1% -2.4%
Sheep meat

Production 0.0% 0.5% 1.1% 1.4% 1.4% 1.4% 1.5% 1.6% 1.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production -0.1% -2.2% 0.7% 2.1% -0.9% -2.6% -3.2% -3.3% -3.5%

Domestic use 0.0% 0.3% 0.5% 0.6% 0.6% 0.5% 0.6% 0.6% 0.6%

Whole sale price 0.0% -1.2% -2.6% -3.2% -3.3% -3.5% -3.7% -4.0% -4.4%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 1.2% 1.9% 1.2% 0.9% 0.9% 0.9% 1.0% 1.0% 1.1%

Whole sale price -1.5% -2.3% -1.6% -1.2% -1.3% -1.5% -1.6% -1.8% -2.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.5% -3.5% -2.7% -2.2% -2.2% -2.4% -2.7% -2.9% -3.2%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -13.6%  -18.6% -13.9%  -11.1% -11.1% -12.4% -13.6%  -14.8% -16.0%
Cheese

Production 0.0% -0.8% -1.8% -2.1% -2.2% -2.2% -2.3% -2.5% -2.7%

Domestic use 0.0% 0.1% 0.3% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4%

Whole sale price 0.0% -2.0% -4.3% -5.2% -5.5% -5.7% -6.1% -6.5% -7.1%

Source: Hungarian AGMEMOD Model (2006)
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Table 11.9: Hungary: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -5.5% -3.4% -3.3% -2.1% -2.5% -3.0% -3.0% -3.0%

Domestic use 0.5% 0.1% 0.8% 0.9% 0.2% -0.1% -0.2% -0.3% -0.3%
Soft wheat

Production 0.0% -4.8% -6.6% -4.9% -3.9% -4.0% -4.4% -4.8% -5.0%

Domestic use 2.2% 2.3% 1.5% 1.1% 1.1% 1.3% 1.4% 1.4% 1.6%

Producer price -5.9% -7.4% -5.3% -4% -4.8% -5.4% -5.9% -6.3% -6.7%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% -7.4% -8.7% -3.6% -1.5% -3.0% -4.4% -5.2% -5.6%

Domestic use 3.3% 2.6% 0.4% -0.3% 0.0% 0.3% 0.3% 0.4% 0.6%

Producer price -6.8% -8.3% -5.2% -4.0% -4.7% -5.6% -6.1% -6.5% -6.8%
Maize

Production 0.0% -5.8% -4.9% -1.6% -0.5% -1.2% -1.7% -1.5% -1.4%

Domestic use -1.2% -1.8% 0.6% 1.1% -0.2% -0.9% -1.2% -1.3% -1.5%

Producer price -3.8% -6.2% -5.9% -5.4% -5.3% -5.6% -6.0% -6.4% -6.8%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% -3.4% -6.0% -6.1% -5.7% -5.5% -5.8% -6.2% -6.7%
Other grains

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% -3.6% -6.2% -6.4% -5.9% -5.7% -6.0% -6.5% -7.0%
Total oilseeds

Production 0.0% 2.6% 4.0% 3.7% 3.5% 3.7% 3.9% 4.2% 4.4%

Domestic use 0.0% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3%
Rapeseed

Production 0.0% 2.2% 2.5% 1.1% 0.0% -0.5% -0.8% -0.8% -0.9%

Domestic use 0.0% 0.3% 0.4% 0.2% 0.0% -0.1% -0.1% -0.1% -0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 2.7% 4.6% 4.7% 4.7% 5.0% 5.3% 5.7% 6.1%

Domestic use 0.0% 0.2% 0.3% 0.3% 0.3% 0.4% 0.4% 0.4% 0.4%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 2.2% 3.0% 2.4% 2.1% 2.1% 2.3% 2.4% 2.5%

Domestic use 0.0% 0.3% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3% 0.3%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.0% -0.4% -0.6% -0.4% -0.3% -0.3% -0.3% -0.4% -0.4%

Domestic use 0.0% -1.8% -2.3% -1.9% -1.7% -1.7% -1.9% -2.1% -2.3%

Producer price 0.0% -6.7% -8.5% -6.5% -5.4% -5.3% -5.6% -6.0% -6.4%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.5% 0.6% 0.5% 0.4% 0.4% 0.4% 0.4% 0.5%

Producer price 0.0% -14.4% -18.0% -14.7% -12.6% -12.4% -13.1% -14.3% -15.3%
Poultry meat

Production 0.0% 0.5% 0.6% 0.4% 0.4% 0.4% 0.4% 0.4% 0.4%

Domestic use 0.0% 0.2% 0.4% 0.4% 0.3% 0.3% 0.3% 0.3% 0.3%

Producer price 0.0% -1.6% -3.6% -3.7% -3.0% -2.8% -2.9% -3.2% -3.4%
Sheep meat

Production 0.0% 0.8% 1.5% 1.9% 2.0% 2.0% 2.2% 2.4% 2.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Fluid milk

Production -0.1% -3.2% 1.4% 2.2% -1.4% -3.5% -4.4% -4.8% -5.2%

Domestic use 0.0% 0.4% 0.7% 0.8% 0.8% 0.8% 0.8% 0.9% 0.9%

Whole sale price -0.1% -1.7% -3.5% -4.4% -4.8% -5.1% -5.5% -5.9% -6.3%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 1.7% 2.5% 1.8% 1.4% 1.4% 1.4% 1.4% 1.5% 1.5%

Whole sale price -2.2% -3.0% -2.3% -2.0% -2.0% -2.2% -2.4% -2.6% -2.8%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -3.7% -4.8% -4.0% -3.5% -3.5% -3.7% -4.0% -4.2% -4.5%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -19.7% -24.4% -20.1% -17.5% -17.5% -18.6% -19.8% -20.9% -22.0%
Cheese

Production 0.0% -1.2% -2.4% -3.0% -3.2% -3.3% -3.5% -3.7% -3.9%

Domestic use 0.0% 0.2% 0.4% 0.4% 0.5% 0.5% 0.5% 0.6% 0.6%

Whole sale price 0.0% -2.8% -5.9% -7.3% -7.9% -8.4% -9.0% -9.7% -10.3%

Source: Hungarian AGMEMOD Model (2006)
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12 Ireland
Trevor Donnellan and Kevin Hanrahan, Rural Economy Research Centre, Teagasc, Athenry, County
Galway
12.1 Baseline
Table 12.1 shows the specific projections for the macroeconomic variables that underlie the

Irish AGMEMOD model’s Baseline and scenario projections up to 2015.

Table 12.1 : Assumptions on macroeconomic variables for Ireland

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 3.8 4.1 4.2 4.3 4.3 4.4 4.4 4.5 4.6 4.7 4.8 4.8
GDP bil. Euro97 107 139 146 155 164 174 183 192 200 207 215 222
GDP per capita  Euro97/cap 28298 33720 34852 36480 38096 39609 41202 42449 43493 44310 45185 45849
Inflation 1997=1 1.10 1.29 1.32 1.34 1.35 1.37 141 1.46 1.52 1.59 1.68 177

Source: ESRI

The 2003 CAP reform changed the direct payments that apply to the common market
organisations (CMO) for the cereals, oilseeds, livestock and dairy sectors. With effect from
2005, the year that the SFP was introduced in Ireland, direct payments previously linked to
agricultural production have become largely independent on the use of land, the production of
animals or animal products. As in all the MS, receipt of SFP is conditional on ongoing
observance of cross-compliance criteria and good farming practice. It is assumed that the
decoupled payments will retain some supply-inducing impacts on the agricultural sector,
which will depend on:

o the distributional effects of payments to other sectors in comparison with the entitled
hectares and animals in the reference years,

e (compulsory) modulation effects and

e shift rate effects.

Table 12.2 shows the derived multipliers that reflect these supply-inducing effects in the Irish
agricultural sectors. These multipliers are used to simulate the effect of the SFP by reducing

the amount of direct payments (as used under the old scheme) to ‘synthetic’ premium levels.

Table 12.2 : Supply-inducing multipliers of Irish agriculture in the Baseline

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Grains index 1.00 0.80 0.77 0.75 073 071 070 0.68 0.66 0.64 0.63 0.61
Oilseeds index 1.00 0.80 0.77 0.75 073 071 070 0.68 0.66 0.64 0.63 0.61
Suckler cows index 1.00 0.80 0.75 0.71 0.68 064 061 058 055 0.52 0.50 0.47
Milk index 1.00 0.60 0.57 0.54 051 049 046 044 042 0.40 0.38 0.36
Maize index n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

Ewes index 1.00 0.80 0.75 0.71 068 064 061 058 0.55 0.52 050 047
Sheep index 1.00 0.80 0.75 0.71 068 064 061 058 0.5 0.52 050 0.47
Bulls index 1.00 0.80 0.75 0.71 0.68 064 061 058 055 0.52 0.50 047
Adult slaughtering index 1.00 0.80 0.75 0.71 0.68 064 061 058 0.5 0.52 050 047
Calves slaughtering index n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

Source: Own calculations

Grains and oilseed sectors

The decoupling of direct payments from production of grains and oilseeds would, a priori, be
expected to lead to lower receipts from grain and oilseeds production. However, between
2005 and 2015 under the Baseline, producer prices of grains are projected to increase due to
rising EU and world market prices. Over the period 2005 to 2015, the combination of these
two forces is projected to lead to a decrease of approximately 10% in wheat area harvested,
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while barley and oats areas harvested, over the same period, are projected to decline by 39%
and 16% respectively. Productivity per hectare is projected to increase due to higher prices
and the reduction in area harvested (the areas leaving the arable sector are those with the
lowest yields, others things being equal). Over the period 2005 to 2015 wheat yields per
hectare are projected to increase by almost 21%. Overall production of grains in Ireland
under the Baseline is projected to decline since increased yields are insufficient to offset the
negative production impact of lower areas harvested. Total grain production in Ireland (soft
wheat, barley and oats) under the Baseline is projected to decline by almost 13%.

The total domestic use of grains in Ireland is projected to increase by over 2% between 2005
and 2015 despite the projected increase in prices. Increased feed use of soft wheat is offset by
declines in barley and maize feed demand. Food use per capita is projected to increase in the
case of maize and barley, while food use of soft wheat and oats is projected to decline. With
the exception of oats (denoted as other grains in all tables), ending stocks of grains generally
decline over the 2005 to 2015 projection period. Irish net imports of soft wheat are projected
to decline under the Baseline while net imports of barley into Ireland are projected to grow
strongly between 2005 and 2015.

Livestock and dairy sectors

The size of the Irish suckler herd is projected to decline due to the decoupling of direct
payments from beef production under the 2003 CAP reform. By 2015 ending stocks of
suckler cows are projected to be 17% lower than in 2005. This large decline in beef cow
numbers in turn leads to a 6% decline in the numbers of cattle slaughtered over the Baseline
projection period. Live exports are also projected to decline. With the large reduction in the
number of suckler cows, the average cattle slaughter weight in Ireland is also projected to
decline, with the level in 2015 over 2% lower than the level in 2005. With reduced numbers
of animals slaughtered and lower average slaughter weights, total beef production is also
projected to decrease by almost 9% over the period 2005 to 2015.

In response to the negative impact of decoupling on EU beef production, EU cattle prices are
projected to increase over the Baseline projection period. As a consequence, Irish prices
increase, by approximately 4% between 2005 and 2015. This, when combined with price
changes for other meats and the long-term downward trend in per capita Irish beef
consumption, leads to a decline in total Irish domestic use of beef of almost 19% between
2005 and 2015.

The reforms of the CAP agreed in 2003 do not have a direct bearing on the pig or poultry
sectors. However, the reforms do affect pig and poultry producers indirectly via the impact on
the price of beef and lamb and through their impact on the price of pig and poultry feed (most
importantly grains and oilseeds). Under the Baseline, Irish pork production increases
marginally. Small increases in the total number of pigs slaughtered in Ireland are offset by
small declines in the average slaughter weight of Irish pigs. Strong increases in pig prices
(which increase by over 9%) are offset by increases in inputs costs (most notably feed costs)
to leave the real producer incentive price largely unchanged. Poultry production in Ireland by
contrast is projected to grow strongly under the Baseline despite lower prices, with
production in 2015 over 30% higher than 2005. Irish consumption of poultry meat grows
strongly between 2005 and 2015, reflecting changing consumer preferences and movements
in relative meat prices which favour poultry consumption.

Broadly, the Baseline for dairy commodity production suggests that there will be only a
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modest change in product mix in Ireland. Broadly speaking, the trend is towards more cheese
production.

The cuts in the butter and SMP intervention prices in the Baseline scenario are reflected in
the market price, with Irish butter prices in 2015 over 10% lower than in 2005. Nevertheless,
Irish butter production does not decline strongly — in fact it increases marginally between
2005 and 2015. This projected development reflects the limited capacity of the Irish dairy
industry to alter its product mix given existing production plants. Despite lower prices Irish
per capita consumption is projected to continue its decline. Thus under the Baseline, Irish
exports of butter increase by about 7%. The reduction in intervention prices leads to declines
in the prices of other dairy commodities and to some small changes in the production of
SMP, WMP (decreasing) and cheese (increasing). Some issues remain with respect to the
model’s simulation of overall milk production, and these are currently being addressed.

Table 12.4 summarises the Baseline projections for the main agricultural commodities in
Ireland.

Agricultural income

Although the Irish AGMEMOD country model covers only a restricted set of agricultural
commodity outputs and includes feedstuffs as the sole input variable, it is possible to provide
a projection of Irish gross agricultural sector income. This is based on projections of
agricultural output value, subsidies on the commodities modelled (direct payments and SFP)
and feed costs.

The share of subsidies/SFP in the agricultural output value modelled will increase from 22%
in 2000 to 29% in 2015. This is largely due to the introduction of milk compensation
payments in 2004. Examination of Table 12.3 indicates that subsidies for crops and livestock
products will contract due to the compulsory modulation of the SFP. From 2005 to 2015, the
Baseline shows a 16% decrease in agricultural output value, which is due to the contraction in
the volume of output from the meat, milk and grains sectors. Feed costs are projected to
increase slightly due to increased grain prices. Overall under the Baseline, gross agricultural
income is projected to decrease by almost 12%.

Table 12.3 : Agricultural output, subsidies, feed cost and gross income in Ireland’

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 2000=1 1.00 0.84 0.81 0.82 0.83 0.83 0.82 0.82 0.82 0.82 0.83 0.84
Subsidies/SFP 2000=1 1.00 111 113 1.15 115 1.15 115 1.15 115 115 1.15 115
Feeding costs 2000=1 1.00 0.99 0.99 1.00 1.01 1.01 1.00 1.00 1.01 1.01 1.01 1.01
Gross agric. income 2000=1 1.00 0.88 0.86 0.86 0.88 0.87 0.87 0.87 0.87 0.87 0.88 0.88

Y Output, subsidies, costs and income are related to the commodities analysed in the JRC-IPTS study.
Source: Own calculations
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Table 12.4 : Baseline results concerning main agricultural commodities of Ireland

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 1,000 ton 1993 1919 1895 1869 1850 1784 1817 1796 1772 1744 1713 1677

Domestic use 1,000 ton 2701 2948 2957 2982 3005 3015 3021 3025 3028 3028 3026 3019
Soft wheat

Production 1,000 ton 740 812 825 833 848 862 873 881 888 892 891 888

Domestic use 1,000 ton 1187 1162 1162 1162 1162 1162 1162 1162 1162 1162 1162 1162

Producer price euro/ton 105 100 100 102 103 103 102 103 103 103 104 104
Durum wheat

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Barley

Production 1,000 ton 1123 974 937 903 868 837 808 778 748 717 686 654

Domestic use 1,000 ton 1145 1264 1282 1302 1317 1328 1339 1347 1351 1351 1350 1346

Producer price euro/ton 96 86 87 89 91 92 92 92 93 94 95 96
Maize

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 254 416 408 415 426 427 424 423 425 427 428 429

Producer price euro/ton 122 105 105 108 111 111 110 110 110 111 111 111
Rye

Production 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1000 tons 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Other grains

Production 1000 tons 130 133 133 133 134 135 136 136 136 136 135 135

Domestic use 1000 tons 116 107 105 103 101 99 96 93 90 88 85 82

Producer price euro/ton 96 87 88 90 92 93 93 93 94 95 96 97
Total oilseeds

Production 1,000 ton 6 6 6 6 6 6 6 6 6 6 6 6

Domestic use 1,000 ton 7 7 7 7 7 7 7 7 7 7 7 7
Rapeseed

Production 1,000 ton 6 6 6 6 6 6 6 6 6 6 6 6

Domestic use 1,000 ton 7 7 7 7 7 7 7 7 7 7 7 7

Producer price euro/ton 181 181 181 181 181 181 181 181 181 181 181 181
Sunflower

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Soybeans

Production 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Domestic use 1,000 ton 0 0 0 0 0 0 0 0 0 0 0 0

Producer price euro/ton 0 0 0 0 0 0 0 0 0 0 0 0
Beef and veal

Production 1,000 ton 573 464 487 498 501 495 484 473 462 452 442 434

Domestic use 1,000 ton 61 67 67 65 63 63 62 61 61 60 59 57

Producer price euro/100 kg 129 122 121 125 127 124 123 123 123 124 126 127
Pig meat

Production 1,000 ton 207 206 206 206 206 206 206 206 206 206 206 206

Domestic use 1,000 ton 144 167 172 176 179 182 186 191 196 200 204 209

Producer price euro/100 kg 147 142 135 136 142 146 149 147 145 149 152 155
Poultry meat

Production 1,000 ton 130 151 155 160 164 169 174 179 184 189 194 199

Domestic use 1,000 ton 83 110 115 122 129 135 142 150 157 165 172 180

Producer price euro/100 kg 91 85 83 81 81 80 79 76 75 74 73 72
Sheep meat

Production 1,000 ton 84 75 76 75 73 72 69 67 64 62 59 57

Domestic use 1,000 ton 16 26 27 28 30 31 33 35 35 36 37 38

Producer price euro/100 kg 108 128 127 128 129 129 130 131 131 130 130 130
Fluid milk

Production-quota 1,000 ton 5112 5059 5060 5070 5092 5110 5127 5199 5271 5344 5417 5490

Domestic use 1,000 ton 608 689 705 720 730 743 757 770 782 794 807 818

Whole sale price  euro/100 kg 28 23 21 20 21 21 20 20 21 21 21 21
Butter

Production 1,000 ton 131 120 116 116 117 116 116 118 120 122 124 125

Domestic use 1,000 ton 27 23 22 23 25 26 27 27 26 24 22 19

Whole sale price euro/100kg 339 300 273 265 268 266 265 265 266 267 268 269
SMP

Production 1,000 ton 86 59 51 46 45 44 42 45 48 50 53 55

Domestic use 1,000 ton 8 6 6 6 5 5 5 5 5 5 5 5

Whole sale price  euro/100kg 245 198 186 182 185 184 183 183 184 184 185 186
WMP

Production 1,000 ton 55 52 52 52 51 51 51 51 52 53 53 54

Domestic use 1,000 ton 1 1 1 1 1 1 1 1 1 1 1 1

Whole sale price  euro/100kg 287 252 240 236 238 237 236 236 237 237 238 239
Cheese

Production 1,000 ton 100 115 121 123 124 127 129 130 132 134 136 138

Domestic use 1,000 ton 28 36 38 40 42 44 46 48 50 52 54 56

Whole sale price euro/100kg 486 487 490 480 481 487 488 487 488 490 493 497

Source: Own calculations
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12.2 Further CAP Reform (FCR)

The CAP reform of June 2003 introduced decoupled direct payments to EU farmers, while
allowing for the differential implementation of these payments across the EU MS. Above
certain amounts, the SPS payments in EU15 MS were also subject to modulation. The
‘Further CAP reform’ scenario, described in Report Il AGMEMOD - Model description,
involves effectively standardising the currently nationally differentiated MS CAP
implementation plans by imposing full decoupling from 2007, while the rates of compulsory
modulation associated with the current SPS are increased to 10% from 2007 onwards.

Ireland chose in 2004 to decouple from production almost all of the direct payments
previously made to its farmers and to introduce a SPS based strictly on historical entitlements
from 2005 onwards. From 2007 Irish farmers receiving single farm payments (SFP) in excess
of € 5000 are, like other farmers in the EUI5 MS, subject to modulation at a gradually
increasing rate that will in time reach 5%. Unlike some other EU MS, there is no voluntary
modulation of the SFP in Ireland.

The “full” decoupling of all CAP direct payments and increased rates of modulation would
not, a priori, be expected to have a major impact on the supply and use of agricultural
commodities in Ireland. This is because Ireland already chose in 2004 to fully decouple all
previously coupled direct payments. However, increases in the rate of compulsory
modulation would, by decreasing the value of the SFP, be expected to have some (negative)
impact on the supply of agricultural commodities. In addition, the full decoupling of CAP
payments in all EU MS would be expected to alter the supply and use balance in EU
agricultural commodity markets since many MS have chosen to only partially decouple some
direct payments. Hence at EU level it is expected that there would be a contraction of
indigenous production of those agricultural commodities that are still supported by coupled
direct payments and consequently at least some positive impact on the EU market prices for
agricultural commodities.

The further CAP reform (FCR) scenario results presented below illustrate the impacts on
Irish agricultural commodity markets of the introduction of full decoupling in other MS and
the increased rate of compulsory modulation. Relative to the Baseline the projected changes
in the FCR scenario are expected to be rather limited.

Main Results

The impact of full decoupling in other EU MS on Irish agricultural commodity markets is
reflected in the market prices and in Irish agricultural commodity supply and use. However,
the implementation of full decoupling across all EU MS leads to some small increases in the
supply-inducing prices that are used in the Irish AGMEMOD sub-model.

Table 12.5 and Table 12.6 compare the Irish AGMEMOD model’s projections under the FCR
scenario with the Baseline projections discussed earlier. The remainder of this section
comments on these results.
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Table 12.5:

Ireland: Further CAP Reform (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production -0.3% -0.6% -0.5% -1.0% -1.2% -1.3% -1.4% -1.5%  -1.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soft wheat

Production -0.3% -0.6% -0.8% -1.0% -1.2% -1.3% -1.4% -1.5%  -1.6%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production -0.3% -0.6% -0.9% -1.1%  -1.2% -1.4% -1.5% -1.6%  -1.7%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% -0.1% -0.1% -0.2%  -0.2% -0.2% -0.3% -0.3%  -0.3%

Producer price 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production -0.3% -0.5% -0.7% -0.9% -1.0% -1.1% -1.2% -1.3% -1.4%

Domestic use 0.1% 0.1% 0.0% -0.1% -0.2% -0.3% -0.4% -0.6%  -0.7%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.4% 0.2% 0.0% -0.1% -0.3% -0.5% -0.7% -0.9%  -1.0%

Domestic use -0.1% -0.2% -0.2% -0.2% -0.2% -0.1% -0.1% -0.1%  -0.1%

Producer price 0.0% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.2%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Poultry meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sheep meat

Production 0.8% 0.0% -0.4% -0.8% -1.1% -1.4% -1.6% -1.8%  -1.9%

Domestic use 0.1% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1%  -0.1%

Producer price -0.2% 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.3% 0.3%
Fluid milk

Production-quota 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Butter

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
WMP

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Cheese

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Source: Irish AGMEMOD Model (2006)
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Grains and oilseed sectors

The impact of the FCR scenario on Irish grain markets when compared to the Baseline
projections is modest. An important reason for this is that the AGMEMOD crop commodities
in this study were already fully decoupled in the Baseline (in Ireland), and consequently the
main effect of decoupling direct payments was already projected under the Baseline. Under
the FCR scenario, EU grain prices are projected to show a slight increase due to the full
decoupling of arable aid direct payments in all MS. The magnitude of the projected price
changes across all grain commodities in the Irish AGMEMOD models is less than 1%. The
impact of the slight increase in prices on Irish grain production is offset by the impact of
increased compulsory modulation. In the AGMEMOD model the decoupled SFP is still
modelled as having some supply-inducing impact, thus a reduction in the value of the SFP
made to farmers due to increased modulation leads to a reduction in Irish grain production of
almost 2% by 2015 when compared with the Baseline.

Normally, a modest increase in prices would be expected (ceteris paribus) to lead to a
contraction in the domestic use of cereals. This expected contraction of domestic use (relative
to the Baseline) occurs, but the overall level of Irish grain domestic use is only 0.1 % lower in
2015 under the FCR scenario when compared with the Baseline.

Livestock and dairy sectors

The impact of the FCR scenario on Irish livestock markets when compared to the Baseline
projections is very slight due to the full decoupling of all direct payments under the Baseline
scenario. As in the Irish grains sector, the full decoupling of direct payments in all other EU
MS leads to some price increases for livestock which would a priori be expected to have a
positive impact on production. However, these are offset by the impact of the increased rate
of compulsory modulation. Irish beef and lamb production declines under the FCR scenario
when compared with the Baseline by 1% and 1.7% respectively. Pig meat and poultry meat
production are largely unchanged. Higher beef prices lead to some increase in domestic use
of poultry and pig meat under the FCR scenario when compared with the Baseline.

The reform of the dairy commodity market organisation under the Baseline is largely
unaffected by the reforms examined under the FCR scenario. The increased rate of
modulation of the SFP is not projected to lead to any contraction in the total volume of milk
produced in Ireland. Irish milk production is projected to continue to fill the quota. Changes
in the rate of modulation are not expected to change the relative prices of different dairy
commodities, and as a consequence changes in the supply and use balance in dairy
commodity markets in Ireland and the Irish farm gate milk price, under the FCR scenario, are
negligible.

Agricultural income

The increases in the prices of agricultural output that occur under the FCR scenario are
insufficient to offset the negative impact of increased modulation on agricultural production.
However, the magnitude of the price and production volume changes is negligible. The value
of Irish agricultural output declines slightly when compared with the Baseline projections,
with output value down by approximately 0.3% in 2015 when compared with the level under
the Baseline. Irish agricultural sector income decreases under the FCR scenario (Table 12.6).
This decline is due to the slight decline in the value of output and the reduced value of
subsidies that arises from the higher rate of compulsory modulation.
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Table 12.6: Ireland: Agricultural output and income under FCR Scenario (% A from
Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015
Agric. output value 0.1% 0.1% 0.0% -0.1% -0.1% -0.2% -0.3% -0.3% -0.3%
Subsidies/SFP -3.3% -3.3% -3.3% -3.3% -3.3% -3.3% -3.3% -3.3% -3.3%
Feeding costs -0.2% -0.2% -0.2% -0.2%  -0.2% -0.2% -0.2% -0.2%  -0.2%
Gross agric. income -1.1% -1.1% -1.2% -1.3% -1.4% -1.4% -1.5% -1.5%  -1.5%

Source: Irish AGMEMOD Model (2006)

12.3 Exchange Rate Change (ERC)

The exchange rate between the US dollar and the euro is an important factor in determining
the influence of world prices of agricultural commodities on EU agricultural markets and the
competitiveness of EU agricultural exports on world markets. Under the Baseline, the
exchange rate projection is US$ 1.24 per euro from 2007 onwards. In evaluating the impact
of changes in this key macroeconomic assumption, three alternative paths of the US dollar
versus the euro were analysed. Two of these involve a depreciation of the US dollar versus
the euro (when compared with the Baseline assumptions), with the exchange rate moving to
rates of 1.30 and 1.40 US dollar per euro in 2007. The third is for the euro to depreciate
(when compared with the Baseline) to a parity exchange rate of US$ 1 per euro in 2007.

With the exception of the lamb meat market, Ireland is not a key price in the AGMEMOD
model structure. Thus the influence of the alternative exchange rate paths examined in these
scenarios operates through the impact of the different exchange rates examined on the key
commodity price projections generated by the AGMEMOD model.

The AGMEMOD model does not endogenously model the prices of a number of
commodities, such as oilseeds and their associated meals and oils. Supply-inducing prices for
European farmers are assumed to be world prices (in dollars) when converted into national
currency equivalents. For such products, any change in the exchange rate will have a direct
impact on the national currency prices and on the associated supplies of and demand for the
commodity in question.

Main Results

This section provides a summary of the Exchange Rate Change (ERC) scenario projection
results for Ireland. We have labelled the three exchange rate sub-scenarios ERC-1 (€ = 1.00
USS$), ERC-2 (€ = 1.30 US$) and ERC-3 (€ = 1.40 US$). Table 12.7 to Table 12.9 set out the
results of the scenarios relative to the Baseline projections in terms of percentage changes.

The impact of the three ERC scenarios when compared with one another and with the
Baseline projections indicate that the Irish AGMEMOD model performs as one would have
expected. The key prices under the ECR-1 scenario, where the euro exchange rate is $1.00
from 2007, increase when compared with the Baseline projections. Under both the ERC-2
and ERC-3 scenarios (where the euro appreciates against the dollar) prices decline as
expected relative to the Baseline levels.

The magnitude of the changes in the key prices that are endogenously determined within the
AGMEMOD modelling system are in general smaller than the percentage changes in prices
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that are determined exogenously to the AGMEMOD model. For those prices determined
exogenously the percentage change in the exchange rate from Baseline levels is fully
reflected in the euro prices for these commodities (oilseeds and oil seed meals and oils). The
impact of the changed exchange rate on the commodity prices determined endogenously by
the AGMEMOD modelling system is moderated by the endogenous response of EU supply
and demand for these agricultural commodities.

Figure 12.1 charts the percentage change in four Irish prices under each of the three ERC
scenarios. The commodity prices chosen for Ireland are soft wheat, beef, butter and milk. The
prices are endogenously determined in the AGMEMOD model.

Figure 12.1 : Irish Commodity Prices: ERC Scenarios (% A from Baseline)
Soft Wheat Prices Beef Prices
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When the projections for Irish commodity markets under the ECR-1 Scenario are compared
with those under the Baseline, market clearing prices are seen to be generally higher. These
higher prices are associated with small increases in production of most agricultural
commodities and somewhat reduced domestic use.

The two exchange rate change scenarios labelled ECR-2 and ECR-3 involve increases in the
value of the euro versus the dollar when compared with the Baseline exchange rate
assumptions. From 2007, under the ECR-2, the euro is $1.30, while under ECR-3 the euro is
$1.40 from 2007.

As in the ECR-1 scenario, the impact of the exchange rate changes in the ERC-2 and ECR-3
scenarios is most fully expressed in the prices of those commodities exogenous to the
AGMEMOD model system. For the majority of agricultural commodities in the AGMEMOD
modelling system, prices are determined endogenously together with all of the elements of
the supply and use balances. Under each of the exchange rate appreciation scenarios, market
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prices in Ireland are projected to be lower than under the Baseline. Lower prices are
associated with reduced production and increased consumption. The relative magnitude of the
impacts on prices and supply and use balances is, as expected, greater under the ECR-3
scenario than the ECR-2 scenario.

Agricultural income

Total subsidy receipts are not really influenced by the exchange rate shocks. The main
influence on gross agricultural income (ceteris paribus) arises from changes in agricultural
output value. Higher prices and production levels in the ERC-1 scenario would lead to
increased values of these agricultural outputs, while the opposite is the case in the ERC-2 and
ERC-3 scenarios (Figure 12.2).

Figure 12.2 : Ireland: Gross agriculture income in ERC Scenarios. (% A from Baseline)
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Table 12.7 : Ireland: ERC-1 Scenario € = US$ 1.00 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% 0.2% 0.1% 0.4% 0.6% 0.8% 0.9% 1.0% 1.1%

Domestic use 0.4% 0.4% 0.5% 0.8% 0.9% 0.9% 0.8% 0.8% 0.7%
Soft wheat

Production 0.0% 0.5% 0.3% 0.6% 0.9% 1.0% 1.1% 1.2% 1.2%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 2.21% 1.11% 2.24% 2.89% 2.95% 2.72% 248%  2.23%  1.97%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% -0.1% 0.1% 0.1% 0.2% 0.4% 0.5% 0.7% 0.7%

Domestic use 0.0% -0.2% -0.3% -0.5% -0.7% -0.9% -1.1% -1.2% -1.3%

Producer price 2.1% 1.9% 2.8% 3.8% 4.3% 4.3% 4.0% 3.6% 3.3%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 2.7% 3.1% 4.9% 7.0% 8.5% 9.2% 9.5% 9.4% 9.1%

Producer price 2.3% 1.9% 2.9% 4.0% 4.3% 4.2% 3.8% 3.4% 3.0%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% 0.2% 0.3% 0.5% 0.8% 1.1% 1.3% 1.4% 1.5%

Domestic use 0.0% 0.0% 0.0% -0.1% -0.1% -0.2% -0.2% -0.3% -0.3%

Producer price 2.0% 1.8% 2.7% 3.6% 4.1% 4.0% 3.8% 3.4% 3.1%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production -0.1% 0.3% 0.0% 0.2% 0.3% 0.3% 0.4% 0.4% 0.4%

Domestic use -1.6% -1.4% -2.1% 2.7%  -2.9% -2.8% -2.7% -2.6% -2.4%

Producer price 3.5% 1.7% 3.2% 4.0% 3.9% 3.4% 3.1% 2.7% 2.4%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -0.6% -0.4% -0.6% -0.8% -0.8% -0.7% -0.6% -0.5% -0.5%

Producer price 4.8% 2.3% 4.9% 6.5% 6.2% 5.3% 4.8% 4.2% 3.7%
Poultry meat

Production 0.0% 0.1% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Domestic use 0.6% 0.1% 0.4% 0.5% 0.4% 0.3% 0.2% 0.2% 0.1%

Producer price 1.0% 1.6% 1.5% 2.3% 2.7% 2.6% 2.4% 2.1% 1.9%
Sheep meat

Production 0.1% 0.1% 0.1% 0.1% 0.2% 0.1% 0.0% 0.0% -0.1%

Domestic use 0.9% 0.8% 1.2% 1.6% 1.7% 1.6% 1.5% 1.3% 1.2%

Producer price 0.2% 0.2% 0.2% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2%
Fluid milk

Production-quota 0.1% 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Domestic use -0.2% -0.2% -0.3% -0.4% -0.4% -0.4% -0.4% -0.3% -0.3%

Whole sale price 2.0% 1.5% 2.5% 3.4% 3.8% 3.9% 3.9% 3.7% 3.5%
Butter

Production 0.9% -0.1% 0.2% 0.1% -0.3% -0.8% -1.0% -1.2% -1.2%

Domestic use 0.4% 0.2% 0.3% 0.4% 0.4% 0.4% 0.3% 0.3% 0.3%

Whole sale price 1.8% 0.9% 1.8% 2.2% 2.3% 2.1% 1.9% 1.7% 1.5%
SMP

Production 3.1% 1.6% 2.6% 3.4% 2.8% 1.8% 1.0% 0.4% -0.1%

Domestic use -0.2% -0.1% -0.2% -0.3% -0.3% -0.2% -0.1% -0.1% 0.0%

Whole sale price 2.0% 1.1% 2.1% 2.7% 2.7% 2.5% 2.3% 2.1% 1.8%
WMP

Production -0.5% -0.3% -0.6% -0.9% -1.0% -1.0% -1.1% -1.1% -1.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price 1.3% 0.7% 1.3% 1.7% 1.7% 1.6% 1.4% 1.3% 1.1%
Cheese

Production -0.7% 0.3% 0.1% 0.3% 0.8% 1.2% 1.5% 1.6% 1.6%

Domestic use 0.0% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Whole sale price 0.0% 1.7% 2.1% 3.3% 4.6% 5.6% 6.2% 6.3% 6.3%

Source: Irish AGMEMOD Model (2006)
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Table 12.8 : Ireland: ERC-2 Scenario € = US$ 1.30 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.2% -0.1% -0.6% -0.7% -0.8% -0.9% -1.0% -1.2%

Domestic use -0.5% -1.0% -1.1% -1.1% -1.1% -1.1% -1.2% -1.3% -1.4%
Soft wheat

Production 0.0% -0.5% -0.8%  -0.8% -0.9% -1.0% -1.1% -1.3% -1.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -2.4% -3.5% -2.6% -2.1% -2.2% -2.4% -2.7% -3.0% -3.3%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.1% 0.0% -0.3% -0.5% -0.5% -0.6% -0.6% -0.7%

Domestic use 0.0% 0.2% 0.6% 0.8% 0.9% 1.0% 1.1% 1.2% 1.4%

Producer price -2.3% -4.2% -4.1% -3.6% -3.4% -3.6% -4.0% -4.4% -4.9%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -3.8% -7.8% -9.5% -10.1% -10.6% -11.3% -12.2%  -13.3% -14.5%

Producer price -2.5% -4.6% -4.2% -3.5% -3.3% -3.6% -3.9% -4.3% -4.7%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% -0.2% -0.6% -0.9% -1.0% -1.1% -1.2% -1.4% -1.6%

Domestic use 0.0% 0.0% 0.1% 0.1% 0.1% 0.2% 0.2% 0.3% 0.4%

Producer price -2.1% -4.0% -3.9% -3.3% -3.2% -3.4% -3.7% -4.2% -4.6%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.1% -0.2% -04%  -0.2% -0.3% -0.4% -0.4% -0.5% -0.5%

Domestic use 1.8% 3.2% 3.0% 2.5% 2.3% 2.4% 2.7% 3.1% 3.6%

Producer price -3.8% -5.4% -3.7% -2.8% -2.8% -3.1% -3.4% -3.8% -4.2%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.7% 1.1% 0.8% 0.7% 0.6% 0.7% 0.7% 0.8% 0.9%

Producer price -5.2% -7.5% -5.6% -4.4% -4.3% -4.6% -5.3% -5.9% -6.6%
Poultry meat

Production -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use -0.6% -0.6% -0.3% -0.2% -0.2% -0.2% -0.2% -0.3% -0.3%

Producer price -1.2% -3.0% -3.1% -2.3% -2.0% -2.2% -2.4% -2.7% -3.0%
Sheep meat

Production -0.1% -0.2% -0.2% -0.1% -0.1% 0.0% 0.0% 0.0% 0.0%

Domestic use -1.0% -1.8% -1.8% -1.5% -1.3% -1.3% -1.4% -1.6% -1.8%

Producer price -0.2% -0.4% -0.3% -0.3% -0.2% -0.2% -0.2% -0.3% -0.3%
Fluid milk

Production-quota -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.2%

Domestic use 0.2% 0.4% 0.4% 0.4% 0.3% 0.4% 0.4% 0.4% 0.4%

Whole sale price -2.3% -3.8% -3.6% -3.4% -3.5% -3.7% -4.1% -4.4% -4.8%
Butter

Production -1.1% -1.0% 0.3% 0.8% 0.9% 0.8% 0.8% 0.8% 0.9%

Domestic use -0.4% -0.6% -0.4% -0.3% -0.3% -0.3% -0.4% -0.5% -0.6%

Whole sale price -1.9% -2.9% -2.0% -1.6% -1.6% -1.8% -2.1% -2.3% -2.5%
SMP

Production -3.7% -5.5% -3.5% -1.8% -1.3% -1.4% -1.5% -1.6% -1.6%

Domestic use 0.3% 0.4% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.1%

Whole sale price -2.5% -3.6% -2.8% -2.3% -2.3% -2.5% -2.8% -3.0% -3.3%
WMP

Production 0.6% 0.9% 0.8% 0.9% 1.0% 1.1% 1.2% 1.3% 1.4%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -1.5% -2.2% -1.7% -1.3% -1.3% -1.5% -1.7% -1.8% -2.0%
Cheese

Production 0.9% 0.5% -0.7% -1.2% -1.3% -1.3% -1.3% -1.4% -1.5%

Domestic use 0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1%

Whole sale price 0.0% -1.9% -4.2% -5.1% -5.3% -5.5% -5.8% -6.3% -6.8%

Source: Irish AGMEMOD Model (2006)
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Table 12.9 : Ireland: ERC-3 Scenario € = US$ 1.40 (% A from Baseline)

2007 2008 2009 2010 2011 2012 2013 2014 2015

Total grains

Production 0.0% -0.3% -0.1% -0.8% -1.0% -1.2% -1.3% -1.5% -1.7%

Domestic use -0.8% -1.5% -1.7% -1.7% -1.8% -1.9% -2.0% -2.1% -2.2%
Soft wheat

Production 0.0% -0.7% -1.1% -1.2% -1.3% -1.5% -1.7% -1.9% -2.1%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price -3.5% -4.6% -3.8% -3.3% -3.4% -3.7% -4.0% -4.3% -4.6%
Durum wheat

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Barley

Production 0.0% 0.2% -0.1% -0.4% -0.6% -0.7% -0.8% -1.0% -1.1%

Domestic use 0.0% 0.3% 0.8% 1.1% 1.3% 1.5% 1.7% 1.9% 2.1%

Producer price -3.3% -5.7% -5.7% -5.3% -5.2% -5.4% -5.9% -6.3% -6.9%
Maize

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use -6.0% -11.4% -143%  -15.8% -17.0% -18.2% -19.5% -20.9% -22.3%

Producer price -3.7% -6.1% -5.9% -5.3% -5.1% -5.4% -5.8% -6.2% -6.6%
Rye

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other grains

Production 0.0% -0.3% -0.8% -1.2% -1.4% -1.6% -1.8% -2.1% -2.3%

Domestic use 0.0% 0.0% 0.1% 0.2% 0.2% 0.3% 0.3% 0.4% 0.5%

Producer price -3.1% -5.3% -5.4% -5.0% -4.9% -5.1% -5.5% -6.0% -6.5%
Total oilseeds

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rapeseed

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Sunflower

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Soybeans

Production 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Producer price 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Beef and veal

Production 0.1% -0.4% -0.5% -0.3% -0.4% -0.5% -0.6% -0.7% -0.7%

Domestic use 2.6% 4.3% 4.2% 3.7% 3.5% 3.7% 4.0% 4.5% 5.0%

Producer price -5.6% -7.1% -5.4% -4.4% -4.3% -4.6% -4.9% -5.3% -5.7%
Pig meat

Production 0.0% 0.0% 0.0% 0.0% -0.1% -0.1% -0.1% -0.1% -0.1%

Domestic use 1.1% 1.5% 1.2% 1.0% 1.0% 1.0% 1.1% 1.2% 1.2%

Producer price -7.6% -9.8% -8.1% -7.0% -6.7% -7.0% -7.7% -8.3% -9.0%
Poultry meat

Production -0.1% -0.2% -0.3% -0.3% -0.3% -0.3% -0.3% -0.3% -0.3%

Domestic use -0.8% -0.8% -0.4% -0.3% -0.3% -0.3% -0.3% -0.4% -0.4%

Producer price -1.9% -4.2% -4.2% -3.4% -3.2% -3.4% -3.7% -4.0% -4.3%
Sheep meat

Production -0.1% -0.3% -0.3% -0.2% -0.1% -0.1% 0.0% 0.0% 0.0%

Domestic use -1.4% -2.4% -2.5% -2.2% -2.0% -2.0% -2.1% -2.3% -2.6%

Producer price -0.3% -0.5% -0.5% -0.4% -0.4% -0.3% -0.4% -0.4% -0.4%
Fluid milk

Production-quota -0.1% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2% -0.2%

Domestic use 0.4% 0.6% 0.6% 0.5% 0.5% 0.5% 0.6% 0.6% 0.6%

Whole sale price -3.4% -5.2% -5.1% -5.1% -5.3% -5.6% -6.0% -6.4% -6.9%
Butter

Production -1.7% -1.2% 0.3% 1.0% 1.2% 1.2% 1.2% 1.3% 1.4%

Domestic use -0.6% -0.7% -0.5% -0.4% -0.4% -0.5% -0.6% -0.6% -0.8%

Whole sale price -2.8% -3.8% -2.9% -2.5% -2.5% -2.8% -3.0% -3.2% -3.5%
SMP

Production -5.6% -7.4% -5.2% -3.3% -2.5% -2.3% -2.2% -2.2% -2.0%

Domestic use 0.5% 0.6% 0.4% 0.3% 0.3% 0.3% 0.3% 0.2% 0.2%

Whole sale price -3.8% -4.9% -4.1% -3.6% -3.6% -3.9% -4.1% -4.4% -4.6%
WMP

Production 0.9% 1.1% 1.1% 1.3% 1.4% 1.6% 1.7% 1.9% 2.0%

Domestic use 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Whole sale price -2.3% -3.0% -2.4% -2.1% -2.1% -2.3% -2.5% -2.7% -2.8%
Cheese

Production 1.4% 0.7% -0.9% -1.6% -1.8% -1.8% -1.9% -2.1% -2.2%

Domestic use 0.0% 0.1% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Whole sale price 0.0% -2.7% -5.7% -7.0% -7.6% -8.1% -8.7% -9.3% -9.9%

Source: Irish AGMEMOD Model (2006)
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13.1 Baseline

Table 13.1 shows the specific assumptions for Italy on the macroeconomic variables
underlying the model’s Baseline and scenario projections up to 2015. These projections
assume quite a low growth rate for Italy (on average, about a yearly +0,9% of GDP per
capita), even compared to most other EU countries, as well as very limited demographic
growth rate and inflation rate, the latter being largely in line with projections made for other
countries of the euro zone.

Table 13.1 : Assumptions on macroeconomic variables for Italy

Unit 2000 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Population million 56.9 58.2 58.3 58.5 58.5 58.6 58.6 58.7 58.7 58.7 58.7 58.6
GDP bil. Euro97 1250 1289 1306 1321 1344 1363 1380 1396 1413 1430 1447 1464
GDP per capita  Euro97/cap 21949 22160 22387 22588 22968 23267 23529 23800 24080 24369 24668 24976
Inflation 1997=1 111 1.25 1.28 1.30 1.33 1.35 1.37 1.40 1.42 1.45 1.48 1.50

Source: DRI; Eurostat

The implementation of the CAP reform in Italy starts in 2005, with the exception of the dairy
sector, where reform starts in 2006. Once applied to the dairy sector too, the “coupling rate”
(as indicated in Table 13.2) declines sharply, to reach a level similar to other sectors in 2015.

Table 13.2 reports commodities that are all directly part of the reform, with a general
substantial reduction of the coupled support, now included in the decoupled SFP. The supply-
inducing multipliers have been calculated by the same methodology as in all other countries.
Italian multipliers under the Baseline, however, may seem a little lower than most other
countries. This is because in the implementation of the 2003 CAP reform, Italy decided to opt
for full decoupling beginning in 2005. Nonetheless, as may be noticed, the decoupling rate
for Italy is not full for two principal reasons.

In the first instance, it is assumed that the decoupled payments will retain some supply-
inducing impacts on the agricultural sector, which will depend on:

e the distribution effects of payments to other sectors in comparison with the entitled
hectares and animals in the reference years (in Italy, 43% of CAP payments in the
reference period will go to land that originally did not attract subsidies);

e compulsory modulation effects (the modulation rate will reach 15% in 2015 in Italy)
and

o shift rate effects (it is assumed that arable and livestock farmers will exit the Italian
agricultural sector at an annual rate of 2.5% and 5% respectively).

Therefore multipliers in Table 13.2 are used to simulate the effect of the SFP by reducing the
amounts of direct payments (as used under the old scheme) to ‘synthetic’ premium levels. As
already mentioned, Italian multipliers are relatively low because a major part will be
allocated to other land-related agricultural commodities than are covered in this study.

There is, however, a second reason for a non-full decoupling rate. In fact, though Italy chose
full decoupling from the very beginning of the reform implementation procedure, even for
commodities for which support is now “transferred” into the decoupled SFP, EC Regulation
1782/2003 still allows coupled support for some commodities and/or in some particular
circumstances. For durum wheat, a specific quality premium (40€/ha according to Article 73)



Italy Country Level Results

is retained”. As is clearly evident from Table 13.2, among the commodities directly impacted
