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1. How is the agriculture in SEE developed?

— Key challenges for policy interventions

2. Main features of the agricultural policy?

— International classification of the budgetary transfers

— Cross- country comparison and benchmarking

3. Guidance for new policy orientation?

— Development strategy — policy matrix

4. Additional targets/benefits:

— Knowledge transfer in modern agricultural policy

— Strengthening the policy analytical work and cooperation
between agricultural economists and ministries of agriculture
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.  SOME RESULTS OF CROSS-COUNTRY
ANALYSIS OF AGRICULTURE AND
AGRICULTURAL POLICY
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Agricultural area per 1 000 populations (in ha), 2010, SEEs and EU
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Source: EUROSTAT, SEEs Statistics

« Solid land potential, non used resources!
* Permanent pastures out of use...
« Significant share of less favoured areas


Presenter
Presentation Notes
In all countries in the region, natural potential for agricultural production is extremely diverse, from fertile plains and river valleys to the not very productive Karst, hilly and mountainous areas. 
The availability and use of land for agriculture differs by country. Grasslands, especially low-productivity pastures are the most important land category in Montenegro and Macedonia, as well as in Bosnia and Herzegovina.
Only Serbia has more arable land per capita than most EU members. Arable land resources are considerable also in Croatia, while in Montenegro and Macedonia, as well as in Bosnia and Herzegovina grasslands, especially low-productivity pastures are the most important land category.
Natural production potential is generally relatively poorly used in the SEE countries. ●The available data reveals a persistently large proportion of uncultivated land.
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Average producer prices of some important agricultural products (in EUR/t),
2010-2012 average, SEEs and EU

AL BA XK MK ME

Common wheat 260.4 1879 2333 219.2
Corn/Maize 258.1 195.2 270.0 209.8
Sunflower : . . .
Soya bean . 388.0 : :
Potatoes 220.2 260.8 303.3 303.6
Pepper 327.7 2954 583.3 269.1

235.6 610.0 4349

Tomatoes 337.4
Young cattle :
Veal (calves)

Pigs
Lambs

Cow’s milk 364.0

: 1762.0 2143.3 1086.7
: 2633.1 : 1674.2
: 1538.6 2120.0 1562.0
: 2190.9 2320.0 2523.8

275.6 297.7 288.6

RS HR EU max EU min
:- 177.5 2255 166.3
. 171.4 221.2 162.8
. 367.0 377.3 420.0 3533

377.3 3709 395.0 3274
231.0 1904 4714 1184
3040 714.3 : :
. 521.0 747.2 747.6 262.1
: 1752.7 1907.3 2359.3 1032.8
: 2577.7 2769.6 : ;
: 1347.7 1280.6 2080.8 973.1
: 1830.7 4151.3 : ;
258.0 330.0 423.2 2423

Limited price competitivhess
Significant differences between countries (Serbia most competitive)
... and products (vegetable? more competitive)
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Presentation Notes
The prices of agricultural products in SEE countries mostly follow price developments in the EU, indicating that their agricultural markets are relatively open. 
The general assessment is that only in Serbia are producer prices of most agricultural commodities generally rather low compared with the countries in the region as well as with the majority of EU Member States. On the other hand, producer price levels in Albania and Kosovo* seem to be among the highest in the region and close to EU Member States with the highest prices. Other SEEs are somewhere in between with lower prices recorded only for a very limited set of agricultural products (cereals, oilseeds in Croatia, some vegetables in Macedonia, lambs in Bosnia and Herzegovina). Compared to the EU, the crop output prices are somewhat more competitive, while the prices of livestock products are typically higher than in most EU Member States.


200
LD rerrerreremremren e
150
LD rerreeereerenren e
120
100 B
80 -
60 -
40 -
20 -

Croatia
Serbia
EU 27

Montenegro I
Macedonia

Bosnia and Herz.

Source: EUROSTAT, SEEs Statistics

Except Serbia, unfavourable trade balance
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Presentation Notes
With the exception of Serbia, all SEEs are net importers of agro-food products. The Serbian foreign trade surplus has been increasing in recent years (with an export-to-import cover ratio close to 200 percent), with positive trade balance being recorded in vast majority of agro-food product groups. The trade balance of agro-food products is decidedly negative in Kosovo*, Montenegro, Albania and Bosnia and Herzegovina, with an export-to-import cover ratio of 5-22 percent and deficits in nearly all agro-food products. In Croatia and Macedonia, the export-to-import cover ratio is substantially higher (about 60 percent and 75 percent, respectively), with Croatia having a trade surplus in a larger number of products than Macedonia. Products of plant origin and raw materials predominate in the export of all SEEs. The most important trading partners of all SEEs are countries in the region and the EU.

The general conclusion of the analysis is that progress has been made in the development of agriculture in the SEE region as a whole in the recent years. However, much remains to be done to prepare the respective agricultural sectors for the competitive pressures of the modern global economy and – particularly – for EU accession.
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Total budgetary support to agriculture (EUR/ha UAA)

Some new Member States
5 years before accession
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Note: Export subsidies not included
Source: National APM databases, OECD PSE/CSE database, EU Commission

« Limited budgetary support to agriculture (except HR and MK)
« Situation similar as 5 years before the accession for NMS.
« Efficiency of support? AR i s
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Presentation Notes
Now, something about the policy.

In SEEs with the exception of Croatia (since 2013 being EU member), the relative level of total budgetary support to agriculture is rather low compared to EU 27. In 2012, the budgetary support per hectare amounted to about 25 EUR in Albania, 50 EUR in Bosnia and Herzegovina, 70 EUR in Kosovo, Montenegro and Serbia, and to about 150 EUR in Macedonia.

However, if the actual level of budgetary support in the SEEs is compared with the pre-accession levels of support in certain new member states, it can be seen that five years before accession, the situation in these countries was quite similar to the current situation in the SEEs. Croatia is a clear exception with its agriculture being supported by much higher budgetary funds even before accession.
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Total budgetary support to agriculture by policy pillars
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Note: Export subsidies not included
Source: National APM databases, OECD PSE/CSE database, EU Commission

» Differences between the countries. Production oriented support prevails.
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Presentation Notes
The composition of the total support to agriculture varies significantly between countries. Generally, it can be noticed that the larger the total budget, the larger also the share of funds for market and direct producer support measures. Thus, the share of this policy pillar is relatively high in ●Serbia, ●Macedonia, and ●Croatia. In these countries, this share is higher than in the ●EU and higher than it was in the selected new member states before accession. 
Structural and rural development measures (second pillar) and general agriculture support measures (third pillar) generally rank lower than production support, with the exception of ●Albania, but the actual amounts of support there is fairly low. 
The bulk of the funds for structural and rural development policy pillar belong to the group of measures intended for improving the competitiveness of agriculture. Bosnia and Herzegovina, Montenegro, Serbia, and Croatia assigned most funds to on-farm investment support, predominantly for investments in permanent crops plantations. In Albania and Macedonia, the support in the form of investments in irrigation infrastructure and water management constituted the largest part, virtually all of. All of the SEEs allocated part of the funds to food processing support as well as marketing and promotion, but with the exception of Croatia, the amounts were rather low. 
Funds intended for improving the environment and the countryside are negligible in most SEEs. Only Croatia had any considerable payments of this kind; in other countries, there were only attempts to introduce certain environmental payments, mostly in the form of support for organic farming and local genetic resources. This differs significantly from the EU where almost equal shares of funds for rural development (around 40%) are dedicated to increase competitiveness and to the environment related measures. 
Funds for supporting rural economy and population are also relatively modest. Bosnia and Herzegovina, Montenegro, and Serbia financed some infrastructural projects in rural areas, as well as investments for on-farm diversification. In other countries, there were practically no such measures.
As regards general support measures,, food safety and quality control receives the largest share of funds in this policy pillar. In Bosnia and Herzegovina, and Montenegro also the proportion of the budget for research, development, advisory and expert services is relatively high. However, taking into account the overall modest budget for general measures, all these services are supported with fairly low amounts.
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Market and direct producer support by group of measures
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* Income- and sector oriented support prevails. Different type of coupled support.
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Presentation Notes
In the context of the first pillar of agricultural policy, the largest proportion of funds by far belongs to direct producer support. 
The levels and especially the structure of direct producer support vary considerably between the countries. In ●Albania, funds for this group of measures are very modest. In● Kosovo, Bosnia and Herzegovina and Montenegro, these funds are higher, but stay below 30 EUR per hectare. The level of direct producer support in ●Serbia is around 60 EUR per hectare, and in ●Macedonia about 110 EUR. Here too, Croatia with around 260 EUR per hectare is exception: the direct producer support per hectare is close to that in the EU 27.
Compared with the EU, all SEEs have considerably different structure of direct payments. Direct payments per output (price aids), obsolete in the EU, is very common in ●Bosnia and Herzegovina and ●Macedonia. In ●Montenegro, Kosovo, Serbia and Croatia, the majority of payments had a form of area and headage payments linked to specific commodities, the form which in the ●EU has been implemented on larger scale only before the reform in 2003. On the other hand, the decoupled payments, which now in the ●EU represent more than 70% of direct producer support, have so far been introduced only in● Croatia in the last year prior to accession.
Large difference between countries can be found also in the number of commodities and commodity groups that are being supported. This number is particularly high in Bosnia and Herzegovina and Macedonia. In most SEEs, such support is granted also to commodities which in the EU have never been supported by direct payments (e.g. pigs and poultry). 

The comparative analysis shows that agricultural policy currently implemented in SEEs is not aligned with the actual agricultural policy in the EU in any aspect (except in Croatia already being EU member). 
The actual agricultural policy of the SEEs is predominantly characterised by a production and sector approach; agricultural production and producers are its main concern. Other elements of the agri-food chains as well as environmental and broader rural development issues, are less commonly addressed even though in all these countries structural adjustment of the sector is very needed to meet development challanges.
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Il. SEE AGRICULTURAL POLICY
CHALLENGES, GAPS
AND ROAD MAP
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Natural constraints and unused land potentials
Human and capital factor limitations

Land fragmentation and bimodal farm structures
Low productivity and technological gaps

Low concentration and specialisation of production
Relatively poor production performance

Weak agro - business

Poor horizontal and vertical integration

Low price and quality competitiveness

. Foreign trade dependency
. Depopulation, weak social situation and presence of

rural poverty
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Concept:
— Development-oriented policy

— with CAP as benchmark to address the key policy
targets

— Elaboration of the road map for gradual adaptation
to the CAP:

 Domestic producers should have similar market conditions
* The best way to modernise the agro-food sector

e Detailed plan for each type of existing national and CAP
measures profile

° PO“CV matrix (first guidance for future reforms in SEE)

Reform priorities/ Operational objectives
Targets
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d.

b.

C.

Improvement of the general framework conditions
Land reforms

Income improvements and stabilization

Innovation and efficient knowledge transfer
Modernization of agriculture and agro-food sectors

Better horizontal and vertical integration of producers
and processors

More efficient use and protection of natural resources
Rural poverty elimination and small farmers issues

A more territorially balanced approach
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payments and market price policy:

— Design and selection of DP measures
 |limitation of the number of direct payments
* no new introduction of non-CAP measures
e gradual abolishing of support for sectors not CAP supported

e gradual introduction of CAP like area/head payments
— still coupled and supportive for agriculture (necessary preparation)
— easily switched into decoupled policy
— good basis for up-grading of implementation capacity

 fair approach to all producers
 introduction of support for producer groups

 Implementation of DP

e gradual implementing of CAP adjusted
control/administrative tools and institutions

 Market policy

e |Introduction of risk management measures
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Rural development policy:
— Attention to this policy!
— Support for modernization of agro-food sectors
e targeted farm investment
e technological transfers

e land reforms support
* investment in the agro-food supply chains

— Environmental and LFA support
* Strong attention to LFA support
e Growing agro-environmental focus

— Rural poverty policy
e small farms support
General services:
— Attention to the establishment of efficient AKIS
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