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CHAPTER 3
DEVELOPMENTS IN AGRICULTURAL SUPPORT IN THE OECD AREA

1.
This Chapter provides an overview of developments in agricultural support in the OECD area as
a whole, as measured by the OECD indicators of agricultural support. The main drivers behind the changes
in support levels between 2010 and 2011 and a more detailed analysis and evaluation of policy
developments and support across OECD countries is provide in Part I, Chapter 1 and in the following
country chapters in this Part II.
The level and composition of agricultural support in the OECD area
Figure 3.1. OECD: Composition of Producer Support Estimate, 1986-2011
Percentage share in PSE
Support based on commodity output

Payments based on input use

Payments based on current A/An/R/I, production required
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Source: OECD, PSE/CSE Database, 2012.

2.
Support to agriculture in the OECD area, s measured by the %PSE, has been declining
continuously from around 40% in the beginning of the analysed period to around 20% in the most recent
years. The way support is delivered to farmers is also evolving, and this is captured by the composition of
the PSE among the various categories (Figure 3.1).
3.
Over the long term the main movement across the OECD has been a gradual reduction of support
based on commodity output, mainly the Market Price Support (MPS). Support based on commodity output,
comprising market price support and payments based on output, is considered as one of the most
7
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production and trade distorting forms of support, together with unconstrained payments based on variable
input use. At the other end of the spectrum there are payments based on parameters that are not linked to
current production. Such payments can be based on non-current area, animal numbers, receipts or income
and do not require production in order to receive the payment or are based on non-commodity criteria.
Those have grown only in most recent years from a 1% share of the PSE in 1986-88 and 3% in 1995-97 to
the second largest category of support representing around a quarter of support in 2009-11. At the same
time the payments based on current areas and animal numbers were reduced. (Figure 3.1, Tables 3.1, 3.2).
Box 3.1. Use of PSE in evaluating annual changes in agricultural support
for the OECD area as a whole
The PSE, the total monetary value for the estimated policy transfers to producers, is expressed in the local
currency of each country. It is converted into a common currency (USD, EUR) to allow aggregation into total PSE for
the OECD area as a whole. Consequently, the year-on-year variation in the total level of transfers denominated in a
common currency will result from both changes in the level of transfers measured in each national currency and
exchange rate movements against the currency used for the aggregation.
The OECD total value of agricultural policy transfers to producers, as measured by the nominal PSE, increased
slightly when expressed in USD – to USD 252 billion in 2011 from USD 241 billion in 2010 (Table 3.1). When
expressed in Euros, the OECD total PSE remained almost unchanged – at EUR 182 billion in 2010 and EUR 181.5
billion in 2011 (Table 3.2). How can these varying results expressed in different currencies be interpreted, when the
PSE is expressed in different currencies?
Exchange rate developments are the reason for the different movements, and consequently the best way to
compare levels of support in the OECD as whole (as in individual countries) is the %PSE, which expresses the value
of policy transfers as a share of gross producer receipts. The latter represent the market value of agricultural output to
which are added transfers to producers from taxpayers. The %PSE solves the problem of exchange rate choice
because the same exchange rates are used to convert both the denominator and the numerator into a single currency.
Consequently, the %PSE is the same regardless of the currency used (Tables 3.1 and 3.2). Since the %PSE is a
relative measure, it also provides a sense of the importance of policy-induced transfers in the sector and is also
appropriate for comparisons among OECD countries and in time (as it eliminates the effect of inflation).
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Development of support to agriculture
PSE as % of
receipts (%PSE)

1986-88

37%

1995-97

30%

2009-11

Potentially most
distorting
support as % of
PSE

20%

1986-88

75%

2009-11

Ratio of
producer price
to border price
(NPC)

51%

1986-88

TSE as % of
GDP

1.31
1.11

1986-88
1995-97
2009-11

The level of price distortions has also been reduced as prices
received by farmers in 1986-88 were almost 50% higher than
those on world markets (NPC) while prices received in 2009-11
were 11% above the world market prices.

1.49

1995-97
2009-11

While the share of potentially most distorting forms of support in
the PSE (support based on output and variable input use –
without input constraints) has decreased, it still accounts for
more than half of total support.

86%

1995-97

3.0%
1.6%
0.9%

Decomposition of change in PSE, 2010 to 2011
- 2.5%
+ 0.1%

Support to farmers in the OECD area measured by the %PSE
declined from 37% in 1986-88 to 20% in 2009-11. This reduction
was mainly driven by reduction in the MPS. In the most recent
years the % PSE continued to decline from 23% in 2009 to 20%
in 2010 and 19% in 2011.

Price Gap

- 2.6%

Quantity

+ 0.1%

Total support was 3% of GDP in 1986-88, declining to less than
1% by 2009-11. The share of expenditures on general services
(GSSE) to total support (TSE) has increased, from 13% of TSE
in 1986-88 to 26% in 2009-11.
Single commodity transfers (SCT) represented 52% of the PSE
in 2009-11 (compared with 88% in 1986-88). The share of the
SCT on commodity gross farm receipts was highest for rice at
around 60%, for all other commodities it was bellow 20%.
Transfer to specific commodities (SCT), 2009-11
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Other SCT
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Payments based on output

+2.6%
PAYMENTS

The level of support was almost unchanged in 2011, as the
decline in the MPS was offset by increased budgetary
payments.
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Table 3.1. OECD: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS is net of producer levies and Excess Feed Cost. MPS commodities: see notes to individual tables in Chapter 2.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
2. TSE as a share of GDP for 1986-88 for the OECD total excludes the Czech Republic, Estonia, Hungary, Poland and the Slovak
Republic as GDP data is not available for this period.
3. The OECD total for 1986-88 includes all countries except Chile, Israel and Slovenia, for which data is not available.
Source: OECD, PSE/CSE database, 2012
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Table 3.2. OECD: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS is net of producer levies and Excess Feed Cost. MPS commodities: see notes to individual tables in Chapter 2.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
2. TSE as a share of GDP for 1986-88 for the OECD total excludes the Czech Republic, Estonia, Hungary, Poland and the Slovak
Republic as GDP data is not available for this period.
3. The OECD total for 1986-88 includes all countries except Chile, Israel and Slovenia, for which data is not available.
Source: OECD, PSE/CSE database, 2012
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CHAPTER 4
AUSTRALIA
Evaluation of Policy developments

•

There has been continuous and significant progress since 1986-88, reducing the level of support and
removing the potentially most distorting forms of support. The current level of support is the second lowest
in the OECD.

•

The remaining support programmes are focused on the management of different production risks in
agriculture. This includes Exceptional Circumstances (EC) programmes for droughts, disaster relief for
floods, pest and disease control measures and tax concessions for Farm Management Deposits.
Expenditure on these programmes by nature fluctuates from year to year. The government responded to
peak of EC payments in 2006-08 with a national review of Drought Policy and a pilot drought reform
programme.

•

There is support to the farming community through general services, including research and development.
Industry organizations, financed by a levy system, are also engaged in the design and financing of these
activities.

•

Recent policy initiatives have tackled the protection of Australia’s natural environment under pressure of
climate change. “Farming Future” provides farmers tools for a sustainable use of their land, “Caring for our
Country” funds the environmental management of natural resources and the water trading system allows the
transfer of scarce water resources. The overall challenge is to improve the economic viability of farms while
ensuring a sustainable use of scarce resources, in particular, water.
Figure 4.1. Australia: PSE level and composition by support categories, 1986-2011
Support based on:

Commodity output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous
% of gross farm receipts
14%

12%

10%

8%

6%

4%

2%

0%

Source: OECD, PSE/CSE database, 2012.
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Contextual information
4.
Australia is the world’s 13th largest economy. It has a high GPD per capita and relatively low
unemployment rates. Australia is the sixth largest country by land area. However, it has the oldest and least
fertile soils –the largest share of total land constitutes desert or semi-arid land commonly known as the
“outback”. Nevertheless, Australia is an important producer and exporter of agricultural products such as
beef and wheat, and maintains a consistently positive and sizeable agro-food trade balance. Lack of water
is a principal limiting factor in Australia, and the share of agriculture in water consumption is high.
Figure 4.2. Australia: Main macro-economic indicators

Table 4.1. Australia: Contextual indicators, 1995, 2010*

1995

1995-2011

2010*

Economic context

Real GDP growth

GDP (USD billion)
Population (million)
2

Land area (thousand km )
2

Population density (habitants/km )
GDP per capita, PPP (USD)
Trade as % of GDP

394

1 528

18

22

7 682

7 682

2

3

22 113
14.0

40 719
15.5

8
7
6
5
4
3

Agriculture in the economy
Agriculture in GDP (% )

Inflation rate

Unemployment rate

%
9

3.6

2.3

Agriculture share in employment (% )
Agro-food exports (% of total exports)

4.7
18.8

3.2
12.2

Agro-food imports (% of total imports)

4.7

4.9

2
1
0

1995

1997

1999
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2005
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2009

2011

Source: OECD statistics.

Characteristics of the agricultural sector
Agro-food trade balance (USD million)
Crop in total agricultural production (% )

7 297
54

16 438
52

46
463 348

48
409 029

9
..

12
1

Share of agriculture in water consumption (% )

67

65

Nitrogen Balance, Kg/ha

15

14

Livestock in total agricultural production (% )
Agricultural area (AA) (thousand ha)
Share of arable land in AA (% )
Share of irrigated land in AA (% )

* or latest av ailable y ear.

Figure 4.3. Australia: Agro-food trade, 1995-2010
Agro-food exports

Agro-food imports

USD billion
30
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So urces: OECD statistical databases, Wo rld Develo pment Indicato rs and natio nal
data.

5
0
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Source: International Trade by Commodity Statistics (ITCS) Database.

Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
5.
Support to producers in Australia has been reduced from already relatively low levels in 1986-88
to the point that it is now the second lowest in OECD. Support slightly rebounded to 5% of gross farm
receipts in 2006-08 due to a peak in expenditure on drought policy, but it is currently down to 3%. The
moderate increase in support registered in 2011 is due to increased levels of tax revenue foregone on the
Farm Management Deposits scheme resulting from improved production circumstances and to disaster
relief in response to floods in eastern Australia.
PSE as % of
receipts (%PSE)

1986-88
1995-97
2009-11

Potentially most
distorting
support as % of
PSE

Support to farmers as measured by the %PSE declined from
10% in 1986-88 to 3% in 2009-11, largely below the OECD
average of 20%. Most of the decline in recent years is due to
reduced payments under the Exceptional Circumstances Relief
Program and the Exceptional Circumstances Interest Rate
Subsidy.

10%
6%
3%

1986-88
1995-97
2009-11

Ratio of
producer price
to border price
(NPC)

72%
19%

1986-88
1995-97
2009-11

TSE as % of
GDP

2009-11

Prices received by farmers in 1986-88 were 8% higher than what
they would have received on the basis of world prices, compared
to parity with world prices in 2009-11.

1.08
1.03
1.00

1986-88
1995-97

The share of potentially most distorting support (based on output
and variable input use – without input constraints) has decreased
significantly, and accounts for 19% of the PSE in 2009-11. This
share is currently dominated by the Exceptional Circumstances
Interest Rate Subsidy. Market price support is zero.

87%

Total support was 0.7% of GDP in 1986-88, declining to 0.2% by
2009-11. The share of expenditures on general services (GSSE)
to total support (TSE) has increased, from 6% of TSE in 1986-88
to 40% in 2009-11, well above the OECD average of 26%.

0.7%
0.4%
0.2%

Single commodity transfers (SCT) is zero.
Decomposition of change in PSE, 2010 to 2011
+0%
14.2%

Transfer to specific commodities (SCT), 2009-11
MPS

Price Gap

MPS

Other SCT

Rice

Quantity

PSE

Payments based on output

0%

0%

14.2%

Sugar

PAYMENTS
Other commodities

The level of support increased in 2011 due to increases in
flood disaster payments and tax expenditure on Farm
Management Deposits.

0%

14

20%
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80% 100%
% of commodity gross farm receipt for each com.
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Table 4.2 Australia: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for Australia are: wheat, other grains, rice, oilseeds, sugar, cotton, milk, beef and veal, sheepmeat, wool, pigmeat,
poultry and eggs. Market Price Support is net of producer levies and Excess Feed Cost.
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
6.
The agriculture sector in Australia is market oriented with domestic and international prices
closely aligned. There is no market price support for commodities. Agricultural support is mainly provided
by budget-financed programmes as well as through regulatory arrangements and tax concessions. Budgetfinanced programmes are mainly used for structural adjustment and for natural resources and
environmental management. Australia’s Farming Future is the Australian Government’s climate change
initiative for primary industries. It provides funding over a period of four years (July 2008 to June 2012) to
help primary producers adapt and respond to climate change. As of July 2012, Australia’s Farming Future
will be replaced by elements of the Australian Government’s Clean Energy Futures Plan.
7.
Australia is the driest inhabited continent and water management in agriculture is crucial given
the high share of this sector in water consumption. Tax provisions allow landholders to claim accelerated
depreciation for investments relating to land and water conservation. Australia has a nationwide water
entitlement and trading system that aids the transfer of scarce water resources to the most productive uses.
8.
Expenditure on research and development is financed largely by funds collected through industry
levies, supplemented by funding from the Federal budget. In particular circumstances (e.g. droughts and
floods), federal and state governments provide a range of assistance measures. This is the case of the
National Drought Policy (a federal Exceptional Circumstances programme), and specific ad hoc
programmes from state governments, for instance, in response to 2011 floods.
9.
Pursuing trade liberalisation is a main priority for Australia. In addition to engaging in the
multilateral approach in the WTO, Australia has concluded, and is negotiating, a number of bilateral and
regional free trade agreements. The government’s highest regional trade negotiation priority is the
conclusion of the Trans-Pacific Partnership Agreement (TPP).
Domestic policy developments in 2011-2012
10.
The Australian governments priorities continue to focus on helping the industry adapt and adjust
to the impact of climate change and maintain productivity. Major initiatives are also in place to protect
Australia’s natural environment.
11.
The Australian Government conducted a comprehensive National Review of Drought Policy in
2009. The review included investigations of the climatic, economic and social aspects of drought and
drought assistance in Australia. As a result, the Australian Government, in partnership with the Western
Australian Government, is conducting a pilot of drought reform measures in part of Western Australia. The
pilot was originally in place from 1 July 2010 to 30 June 2011 but on 10 May 2011 the government
announced that the pilot has been extended for 12 months and is being conducted from 1 July 2010 to 30
June 2012.
12.
Australian commodity production has been affected by a series of localised weather events since
mid-November 2010. The flooding experienced in eastern Australia in early 2011 caused a reduction in
Australian agricultural production of AUD 1 billion (USD 1 billion) in 2010-11, with significant impacts
on production of fruit and vegetables, cotton, grain sorghum and some winter crops. The largest losses
were in cotton (about AUD 150 million) and fruits and vegetables (about AUD 225 million). The impact on
livestock was relatively small in relation to the national herd and flock. Disruptions to transport, preventing
milk collection, and damage to infrastructure, including feed stores, were the main effects on livestock
industries. Losses from floods do not qualify for Exceptional Circumstances programme that require
downturn on farm income be prolonged beyond twelve months. The state governments of Queensland,
16

TAD/CA/APM/WP(2012)7/FINAL
Tasmania and Victoria implemented specific flood assistance schemes to assist primary producers. Within
these programmes, grants were available to assist producers to pay for costs arising from damage caused
by flooding. For example, the Queensland Government provided producers with assistance to cover costs
associated with cleaning and restoration activities including: purchasing, hiring or leasing plant, equipment
or materials to clean-up or resume business activities; clearing or disposing of debris and damaged goods;
and paying additional wages to an employee to assist with the clean-up and restoration work.
13.
Australia’s primary industries face big challenges in a changing climate with a broad range of
impacts. There may be physical impacts (e.g. changing rainfall patterns), social impacts (e.g. changes to
farm business structures and community demographics) and economic impacts (e.g. changing productivity
levels and markets). The objective of Australia’s Farming Future is to equip primary producers to adapt
and adjust to climate change. The initiative comprises: The Climate Change Research Program for
research projects, FarmReady to help industry and primary producers develop skills and strategies to deal
with climate change, Climate Change Adjustment Program that assists farmers in financial difficulty,
Transitional income support, and Community Networks and Capacity Building activities.
14.
In 2009 the Government began implementing Caring for our Country, a suite of programmes
which funds environmental management of Australia’s natural resources. It supports communities, farmers
and other land managers to protect Australia’s natural environment, and sustainably produce food and
fibre. Caring for our Country replaced or incorporated the National Heritage Trust programs which
included Landcare, Bushcare and Rivercare. Caring for our Country focuses on six priority areas: Northern
and Remote Australia; Community Skills, Knowledge and Engagement; National Reserve System – a
nationwide network of reserves; Biodiversity and Natural Icons; Coastal Environments and Critical
Aquatic Habitats including water quality (and quantity); and Sustainable Farm Practices.
Trade Policy developments in 2011-2012
15.
Additionally to its commitment to multilateral trade liberalization through WTO, Australia has
comprehensive FTAs in force with New Zealand (1983), Singapore (2003), the United States (2005),
Thailand (2005), Chile (2009) and jointly with New Zealand and ASEAN (AANZFTA) (2010). A
separate bilateral agreement building on AANZFTA has recently been signed with Malaysia. An
agreement aimed at building on AANZFTA is being negotiated with Indonesia. In November 2010,
Australia and Indonesia agreed to start the negotiation of an Indonesia-Australia Comprehensive Economic
Partnership Agreement, but the timing of the first round of negotiations is yet to be determined. Further
bilateral FTAs are currently under negotiation with China, Japan, Korea, and the Gulf Cooperation
Council. After a joint feasibility study the launch of negotiations for a comprehensive free trade agreement
between Australia and India was agreed in May 2011.
16.
The government’s highest regional trade negotiation priority is the conclusion of the TransPacific Partnership Agreement (TPP). This agreement will build on the Trans-Pacific Strategic Economic
Partnership Agreement (P4) between Brunei Darussalam, Chile, New Zealand and Singapore, which
entered into force in 2006. The TPP includes the P4 Parties as well as Australia, Peru, the USA, Vietnam
and Malaysia. There are discussions on the possibility of Canada, Japan and Mexico also jointing these
negotiations.
17.
The WTO dispute concerning measures imposed by Australia on the importation of apples from
New Zealand that began in 2007 arrived to an end in 2011. In September Australia reported that it had
adopted the measures necessary to comply with the recommendations and rulings of the Dispute
Settlement Body and that imports of New Zealand apples into Australia had commenced as of 19 August
2011. In March 2012 Ukraine requested WTO consultations with Australia concerning Certain Measures
Concerning Trademarks and Other Plain Packaging Requirements Applicable to Tobacco Products and
Packaging.
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CHAPTER 5
CANADA
Evaluation of policy developments

•

Overall, producer support has significantly decreased since 1986-88 and the majority of agricultural markets
are competitive. Approaches to support policies have become firmly established, and most reforms in the
past decade have involved fine-tuning existing programmes.

•

The dairy, poultry and egg sectors continue to receive high price support, distorting production and trade
and establishing high rents capitalised in the quotas required to produce under the supply-management
system. Increasing the amount of quota available would improve market orientation and reduce these rents,
which currently act as a barrier to entry into supply-managed sectors.

•

Budgetary policies have become tightly focused on risk management for farm operations, resulting in
several programmes with overlapping mandates and impacts. Programmes responding to disasters on an
ad-hoc basis have become institutionalized in the current framework. However, the implementation of adhoc programmes should be governed by a clear set of ex-ante principles that mitigate potential pressure for
their use in situations that could better be handled by existing programmes.

•

The recent decision to remove the monopoly of the Canadian Wheat Board on marketing wheat and barley
in western Canada, both for domestic use and export, is a positive step to enhance proactive price risk
management by farmers.
Figure 5.1. Canada: PSE level and composition by support categories, 1986-2011
Support based on:

Commodity output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous
% of gross farm receipts
45%
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Source: OECD PSE/CSE database 2012.
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Contextual information
18.
Canada is a large country with a small population relative to its area. Canada is ranked 7th in the
OECD in GDP per capita. Inflation was 2.8% in 2011 and unemployment was 7.4%. Agriculture remains
an important part of the economy regionally, but overall primary agriculture represents less than 2% of
GDP. Canada is a net exporter of agricultural products and agriculture exports are important, accounting
for 9 % of exports. Canada is the third largest exporter of wheat, behind the United States and Australia.
More than half of Canadian agricultural exports are destined for the United States; market access is a
significant issue for the sector. The typical farm in the western prairies is twice the national average, highly
productive and produces largely for export markets. Most milk production is located in Eastern Canada,
which has relatively smaller farm sizes and a larger variety of crops, including fruits, vegetables, and
tobacco. The red meat industries (i.e. hog and beef cattle) maintain a significant presence across Canada,
especially in Western Canada, Ontario and Quebec.
Figure 5.2. Canada: Main macro-economic indicators

Table 5.1. Canada: Contextual indicators, 1995, 2010*
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Figure 5.3. Canada: Agro-food trade, 1995-2010
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Development of support to agriculture
19.
Agricultural support in Canada has reduced significantly since 1986-88 but has been stable in
recent years as federal-provincial programme frameworks became established. Support is focussed on
payments based on farm income targeted to risk management. The share of potentially most production
and trade distorting support, the NPC, and the share of SCT transfers in the PSE are largely determined by
market price support, delivered through longstanding supply-management systems for milk, poultry and
eggs.
PSE as % of
receipts (%PSE)

1986-88

Potentially Most
distorting
support as % of
PSE

36%

1995-97

16%

2009-11

16%

1986-88
1995-97

68%
57%

2009-11

Ratio of
producer price
to border price
(NPC)

64%

1986-88

TSE as % of
GDP

1.39

1995-97

1.10

2009-11

1.11

1986-88
1995-97
2009-11

1.8%
0.8%
0.7%

.Significant reform has reduced support as a share of receipts
relative to the 1986-88 period, but the trend in the %PSE has
been flat since the mid 1990s. Support has been consistently
below the OECD average each year and remains so in 2009-11.

Market price support to grains was discontinued by 1995,
reducing the share of most distorting support. Currently, MPS for
dairy accounts for the largest portion of potentially most distorting
support (based on output and variable input use – without input
constraints), making it contingent in part on the evolution of
international prices for dairy products.
Since 1995, the NPC has derived largely from MPS for dairy,
poultry and eggs. Producer prices of other commodities are
mostly aligned with border prices.

While the nominal TSE has been stable, TSE as a % of GDP has
been declining, less than 0.6% of GDP in 2011. GSSE has
increased from less than 20% of the TSE in 1986-88 to more
than 30% in 2009-11.
Single commodity transfers were 73% of the PSE in 2011. The
share of the SCT in commodity receipts is highest for milk (above
50%) and around 20% for poultry and eggs.

Decomposition of change in PSE, 2010 to 2011
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Table 5.2. Canada: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for Canada are: wheat, maize, other grains, oilseeds, milk, beef and veal, pigmeat, poultry and eggs. Market Price
Support is net of producer levies and Excess Feed Cost.
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
20.
Under the Canadian Constitution, responsibility for agriculture is shared by the federal and
provincial governments. Since 2003 the main policy instruments have been delivered through joint Federal,
Provincial, and Territorial (FPT) agreements. The current FPT multilateral agricultural policy framework,
Growing Forward (GF), will expire on March 31, 2013. The development of the next agricultural policy
framework is underway and is expected to build on previous frameworks towards a renewed focus on
competitiveness and sustainability with recognition that enabling innovation and providing the right
institutional and physical infrastructure are critical to the sector's success.
21.
Major support policies are delivered through the business risk management (BRM) heading. The
four BRM programmes are AgriInvest, which subsidises farm savings; AgriStability, which provides some
support for income declines; AgriInsurance provides insurance against natural perils; and AgriRecovery
for ad hoc disaster assistance. The OECD report “Thematic Review on Risk Management: Canada”
[TAD/CA/APM/WP(2010)29/FINAL] describes and assesses these policies in detail.
22.
Growing Forward allows more flexibility for provinces and territories to design and deliver
non-BRM programs that responded to local priorities in support of shared national outcomes. Provinces
can also determine the level of resources to be expended in the overall programme area of support within
the agreed limits of the Framework Agreement, for example giving more priority to environment over
innovation.
23.
Market price support is provided for dairy products, poultry and eggs through tariffs and
production quotas that are tradable only within provinces combined with a system of domestic
price-setting.
Domestic policy developments in 2011-2012
24.
Grain farmers in the western provinces (Alberta, Saskatchewan, Manitoba and part of British
Colombia) who produce wheat or barley for export or human consumption have had an obligation to
market their product through the Canadian Wheat Board (CWB). The CWB provides a number of ways for
producers to reduce their price risk. Farmers receive a partial initial payment shortly after they deliver
grain to the elevator and ultimately receive, once the marketing year is over, the average price of all
product sales made during the year In December 2011, the Canadian Government passed legislation to
discontinue the obligation for Western Canadian wheat and barley farmers to market through the CWB.
The Marketing Freedom for Grain Farmers Act removes the monopoly of the CWB on marketing wheat
and barley effective August 1, 2012, transforming it to a voluntary marketing organization. The interim
CWB will be in place for up to five years as it makes the transition to full private ownership.
25.
AgriRecovery Initiatives were developed in 2011 to assist field crop producers with the
extraordinary costs they incurred as a result of severe weather. The Canada-British Columbia Excess
Moisture Initiative provided financial assistance to producers on the lower mainland of British Columbia
and Vancouver Island to address the extraordinary costs associated with the impacts of excessive moisture
received in 2010 and 2011. The program consists of a CAD 175 per acre payment to help with the costs of
rehabilitating their water-damaged crop land. The Prairie Excess Moisture Program II (consisting of
Canada-Quebec Excess Moisture Initiative, Canada-Manitoba Agricultural Recovery Program, CanadaSaskatchewan Excess Moisture Initiative, Canada-Alberta Excess Moisture Initiative II) provided
assistance to producers in order to manage the impacts of excess moisture and flooding throughout the
spring/summer of 2011 The initiative consists of a maximum CAD 30 per acre payment for unseeded and
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flooded-out acres to help impacted crop producers mitigate the impacts of the disaster and rehabilitate their
water-damaged cropland.
26.
Several AgriRecovery initiatives were implemented in 2011 to assist livestock producers with
extraordinary feed costs resulting from severe weather. The Canada-Alberta Feed Transportation
Assistance Initiative provided financial support for transportation cost of feed to livestock producers in the
Peace River Region of Alberta, who suffered over-wintering forage shortages due to severe drought
conditions throughout the 2010 growing season. Canada-Manitoba Feed and Transportation Assistance
Program, and Canada-Saskatchewan Feed Shortfall Assistance Program also assisted the extraordinary
feed costs they incurred to feed their breeding livestock due to extreme moisture conditions in 2011.
Canada-British Columbia Feed Assistance and Pasture Restoration Initiative provided financial assistance
for livestock producers in designated areas of British Columbia to help with the extraordinary feed costs
incurred while delaying the placement of cattle on spring pastures. The payments were made per animal
per day of grazing delay. This initiative also included assistance to help with the extraordinary costs to reseed pastures damaged by wildfires or flooding in 2010 in a form of fixed payment per acre for reseeding.
27.
Lastly, there were two AgriRecovery initiatives implemented to deal with the impacts of animal
disease in poultry flocks in 2011. The Canada-Manitoba Avian Influenza Assistance Initiative was
implemented to assist with the extraordinary expenses incurred to control the spread of influenza. The
Canada-Alberta Salmonella Enteritis Initiative was implemented to assist poultry producers with the costs
to eliminate salmonella from poultry flocks in Alberta.
28.
Besides the AgriRecovery framework, Province of Manitoba provided a number of sub-national
programmes in response to excess moisture condition in 2011. For example, Manitoba Forage Restoration
Assistance Program provided an assistance to forage producers to restore established forage land damaged
by flooding or excess moisture, in which producers received CAD 50 for each acre restored. Lake
Manitoba Pasture Flooding Assistance Program also provided assistance to livestock producers to manage
feed shortages due to the loss of pasture as a result of flooding in 2011 in the Lake Manitoba basin in the
form of either per animal number or per acre payment. Manitoba Green Feed Initiative provided a payment
of CAD 15 per acre of greenfeed to establish a cover crop on flood damaged land.
Trade Policy developments in 2011-2012
29.
Since 2009, Canada implemented the Canada-EFTA and Canada-Peru Free Trade Agreements
(FTAs). In 2011, Canada implemented the Canada-Colombia FTA, and concluded its FTA with Honduras.
Canada is working toward the implementation of signed FTAs with Jordan and Panama. In 2009, Canada
launched negotiations towards a Comprehensive Economic and Trade Agreement (CETA) with the EU,
Canada’s second largest trading partner after the United States. The negotiations represent Canada’s most
significant trade initiative since the signing of the North American Free Trade Agreement.. Canada also
has ongoing negotiations with the Central American Countries of El Salvador, Guatemala, Honduras and
Nicaragua (launched in 2001), Korea (launched in 2005), CARICOM (launched in 2007), the Dominican
Republic (launched in 2007), Singapore (launched in 2001), Ukraine (launched in 2010), India (launched
in 2010), Morocco (launched in 2011), Costa Rica (modernization of existing FTA launched in 2011) and
Japan (launched in 2012); is engaged in exploratory discussions with Mercosur and Thailand; and has
formally expressed its interest in joining the Trans-Pacific Partnership.
30.
In December 2008, Canada requested consultations on the United States mandatory country of
origin labelling (COOL) provisions in the Food, Conservation, and Energy Act 2008 (2008 Farm Bill).
These measures contain an obligation to inform consumers at the retail level of the country of origin of
covered commodities, including beef and pork. Upon Canada’s request, a WTO panel was established in
November 2009. The panel's report was circulated on November 18, 2011. The panel found that the COOL
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measure is a technical regulation under the WTO’s TBT Agreement, and that it is inconsistent with the
United States' WTO obligations, and that the letter written by Secretary Vilsack to industry, dated February
20, 2009, constitutes unreasonable administration of the COOL measure. On 23 March 2012, the United
States notified the WTO of its decision to appeal certain issues of law covered in the panel report and
certain legal interpretations developed by the panel.
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CHAPTER 6
CHILE

Evaluation of policy developments

•

Agricultural policies involve almost no market distortion instruments and practically no border protection.
Policy measures in the sector are mostly targeted to small-scale agriculture through different payments to
farmers. Payments to small-scale farmers account for around 70% of total payments at the farm level, and
are aimed to improve productivity, on-farm infrastructure, soil quality and irrigation systems.

•

Total budgetary allocations to the agricultural sector have increased by 9% from 2010 to 2011. More than
half of these expenditures have been spent on general services, mainly allocated on infrastructure, R&D
and inspection services.

•

As most of the agricultural support takes the form of supportive investments in the sector rather than in
market interventions, a need for better collaboration and co-ordination between agencies (within and outside
the Ministry of Agriculture) that provide and administer these resources seems imperative. In order to
measure the effectiveness of budgetary allocations to agriculture, a comprehensive system of programme
evaluation should be put in place.

Figure 6.1. Chile: PSE level and composition by support categories, 1995-2011
Support based on:

Commodity Output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous
% of gross farm receipts
12%

10%

8%

6%

4%

2%

0%

Source: OECD PSE/CSE database, 2012.
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Contextual information
31.
Chile has had an average real GDP growth rate of 4% over the past ten years. This stable growth
has helped it to become an upper middle income country with a GDP/capita of USD 15 100 in 2010. The
contribution of the agricultural sector to GDP has been around 4% during the same period. The sector
makes an important contribution to exports, with agro-food exports (excluding fish and forestry products)
accounting for 13% of all exports in 2010. Chile is a net exporter of agricultural and food products with a
net surplus of USD 4.9 billion in 2010. In comparison with its share of GDP, agriculture accounts for a
high share of employment (11%), reflecting the duality of its structure, where a semi-subsistence farm
sector coexists alongside the large-scale commercial farm sector.
Figure 6.2. Chile: Main macro-economic indicators

Table 6.1. Chile: Contextual indicators, 1995, 2010*
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Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
32.
Chile’s agricultural support involves low market distortions, with almost no market price support
(equivalent to 1.5% of the total support estimate). The PSE is one of the lowest in the OECD at 4%. The
NPC is close to unity, meaning that domestic prices are aligned with international prices. Support to
farmers is mostly targeted to small-scale farmers and mainly based on input use, dominated by fixed
capital formation. Total public spending on agriculture increased by 9% from 2010 to 2011. Total support
to the agricultural sector imposes a relatively low burden on the economy, around 0.4% of GDP.
PSE as % of
receipts (%PSE)

1995-97

2009-11

Potentially most
distorting
support as % of
PSE

Ratio of
producer price
to border price
(NPC)

TSE as % of
GDP

Chile has progressively reduced support that is pottentially most
production and trade distorting (based on output and variable
input use – without input constraints). Currently most of this
support is linkded to variable input use.

Producer prices are almost aligned with world prices, reflecting
almost no distortions in output markets.
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1.01

1995-97

2009-11
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37%
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Producer support has shown a long term decline, with the
majority of support now provided in the form of budgetary
payments to small farmers. The current %PSE is the 3rd lowest
in the OECD area.
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Agricultural spending has been rising; but the burden on the
economy has been more or less constant and relatively low.
More than 50% of total expenditure is allocated in general
services, among the highest share in the OECD.
Transfers to specific commodities continues to be relatively
insignificant.
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Table 6.2. Chile: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS commodities for Chile are: wheat, maize, apples, grapes, sugar, tomatoes, milk, beef and veal, pigmeat and poultry. Market
Price Support is net of producer levies and Excess Feed Cost.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
33.
Agricultural policies in Chile continue to emphasise agricultural productivity and
competitiveness, as well as the conservation and improvements of natural resources. A new objective was
introduced in 2011: the provision of a healthy diet to Chilean population. For this, the Chilean Agency for
Quality and Food Safety (ACHIPIA) was incorporated into the Ministry of Agriculture. The aim of this
agency is to co-ordinate any efforts or initiative with all of the Ministries dealing with issues concerning
food safety.
34.
In 2011, COTRISA (the wheat marketing enterprise) restarted, after several years, the purchases
of wheat in the domestic market, with the aim of improving price transmission of international prices to
domestic producers. This action was taken because the price paid by the domestic milling industry to local
producers had been much lower than the import price. In this way, COTRISA provides better price
information to both millers and producers, making the domestic miller industry indifferent to buying wheat
from national or international markets. COTRISA does not seek to establish a guaranteed price, rather to
achieve a better alignment between the international price and domestic price that producers receive.
COTRISA only purchases wheat from small-scale producers, who have sown wheat during the 2011
season with the support of INDAP. The maximum amount of wheat to be purchased from each farmer in
the 2011/12 season shall not exceed 350 quintals (around 35 metric tonnes) per farmer. The total amount
bought in 2011 was 3 864 tonnes.
35.
A Labour bill for agricultural workers was presented to parliament in 2011. This bill seeks to
provide high flexibility to seasonal agricultural worker’s contracts. It will establish an annual average of
working hours, maximum monthly overtime and the amount of remuneration. It will also emphasise the
employer obligations to provide tools and safety implements, as well as information on the proper use and
handling of chemicals used in agriculture. Once approved by Congress, this law will benefit over
800 000 workers during the high season.
36.
A bill for Commercial Transactions has been sent to parliamentary process. This bill seeks to
provide more precise mechanisms and tools to standardise the quality and quantity measurement of
agricultural products on the markets, including equipment’s certification and sampling and counter
sampling rules.
37.
On the climate change front, Chile has formalised its incorporation into the Global Research
Alliance on Agricultural Greenhouse Gases. In 2011 it also created the Ministerial Technical Committee
on Climate Change. This committee is formed by technical representatives of the Ministry of Agriculture’s
agencies involved in climate change matters. Its main purpose is to undertake actions on climate change
issues and incorporate new themes according to future challenges.
Domestic policy developments in 2011-12
38.
Chilean agricultural policy involves few distortions on agricultural markets and does not have
policy instruments to support prices. Budgetary allocations increased 9% from CLP 333 billion
(USD 653 million) in 2010 to CLP 362 billion (USD 749 million) in 2011. 54% of total budget allocated to
general services, equivalent to CLP 199 billion (USD 410 million). This shows the continuation of the use
of less market distorting policies and more on the creation of the enabling environment for agricultural
development. The remaining 45% of total budget is allocated in different payments to farmers, from
improving productivity and soil recovery programmes to animal and plant health and irrigation. Chile’s
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ability to fund these investments is based on a strong fiscal position which has been helped by bouyant
copper revenues.
39.
Around 72% of total payments (mostly based on inputs) are targeted to small-scale and/or
indigenous poor farmers. Total payments have seen an important increase of 18%, from CLP 138 billion
(USD 271 million) in 2010 to CLP 163 billion (USD 338 million) in 2011. Within this category, support
for improving farm productivity and competitiveness account for 50% of total payments and represent
22% of total budgetary allocations spent on agriculture, equivalent to CLP 81 billion (USD 168 million).
Payments include support for improving production systems or farm investments, among others. These
subsidies are mostly (73%) administered by INDAP, the Ministry’s agency that deals with small farms.
The remaining 27% is managed by agencies that are not part of the Ministry of Agriculture such as
CONADI, CORFO, FOSIS and SENCE.
40.
Another important category of payments to farmers is the soil recovery programme,
administered by SAG and INDAP. This programme aims to improve degraded soils used in agriculture.
This category accounts for 16% of total payments to farmers, with CLP 26 billion (USD 55 million) in
2011. Sanitary and phyto-sanitary protection is one the major priorities to Chilean agriculture, these
services are administered by the SAG, the animal and plant health agency. Spending in this area represents
7% of total payments to farmers, accounting for CLP 11 billion (USD 24 million).
41.
INDAP is also an important provider of credit to small-scale agriculture at preferential rates, and
its role has become more important over the years. INDAP lending in 2011 was CLP 47 billion
(USD 98 million), an increase of 31% from 2010. In terms of subsidies related to credit, the write-offs of
INDAP in 2011 were small, only 1.7% of the total lending. Subsidies coming from preferential interest
rates and from the BAF programme (where INDAP covers the transaction costs incurred by financial
institutions channelling credit to small farmers), represent only 3% of total payments. The crop insurance
programme grew 17% from 2010 to 2011, and represents 3% of total payments to farmers, with
CLP 4.2 billion (USD 8.6 million) in 2011. This programme covers between 50% and up to 85% of the
premium.
42.
Irrigation investments account for 24% of total budgetary allocations in the sector, making it
one of the most important areas of Chilean agricultural policy. Irrigation has both on-farm and off-farm
components. On-farm provides subsidies to farmers to improve or install new irrigation system and
represents 7% of the total budget given to agriculture. The off-farm component is mostly for major
community, regional or national investments; this category is part of the GSSE and represents 17% of total
allocations on the sector.
43.
Chile is one of the few OECD countries where the share of GSSE (general services) in total
expenditures on agriculture is quite important, 54%. General services category is dominated by
investments in infrastructure with a contribution of 52% or CLP 104 billion (USD 214 million), and it
represents around 30% of the total budgetary allocation on the sector. Infrastructure category comprises
only two items: irrigation and land and water rights for indigenous people. R&D and agricultural schools
account together for 24% of total expenditures in general services and 13% of the total allocations on
agriculture. In 2011, Chile invested in these two items CLP 47 billion (USD 97 million). Lastly,
Inspection services represents 22% of expenditures within GSSE and 12% of total budgetary allocations.
Trade Policy developments in 2011-2012
44.
Chile has a very open trade policy with a uniform tariff of 6%, however given the wide range of
trade agreements, the average applied tariff has been less than 2% for agricultural products over the past
few years.
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45.
Chile has a price band system (PBS) for wheat, wheat flour and sugar. However, for the past
few years, the PBS has had zero effect given high international prices. As world prices of wheat have
strengthened, rebates have been offered for the past several years, meaning that the duty paid has been
much less than the MFN tariff of 6%, having actually an effect tariff of zero. The PBS for sugar, which
was reformed by raising the bound tariff and opening up a tariff rate quota, has resulted in tariff rebates
for most years and tariff rate quotas being applied in 2007-11.
46.
In 2011, Chile has applied provisional anti-dumping duties on wheat flour imports from
Argentina, with the current rate of 9.7% until the Chile’s Commission on Distortions makes a decision on
a definitive measure.
47.
In May 2011, the government proposed to Congress a modification of article 7 of
Law N° 18.525, aimed at extending up to four years the maximum period of application of safeguards.
This means two years, plus a possible extension for two more. Before this modification, safeguard
measures could not exceed two years (1+1). The new limit is located in the middle of the range allowed by
the WTO (four years, that can be extended up to eight years).The project has been approved by the Senate.
48.
The only export policy Chile applies is one of export promotion. This is undertaken by the
Export Promotion Bureau (PROCHILE), whose annual budget in 2011 was CLP 5.4 billion
(USD 11 million).
49.
Chile has continued to finalise more Free trade agreements, with a commercial agreement with
Turkey coming into force in March 2011 and agreements with Malaysia, Nicaragua and Viet Nam signed
and waiting for ratification in the Parliament. Currently, negotiations are taking place with India, Thailand
and Hong Kong to broaden the coverage of the current “Partial Scope Agreement”. A new free trade area
under negotiation is the Trans-Pacific Partnership (TPP), an initiative that involves the widening and
deepening of the original P4 Agreement, formed by Chile, Brunei Darussalam, New Zealand and
Singapore. Negotiations started in 2010 and have taken place with the participation of the P4 members,
and those which would join the new agreement: United States, Malaysia, Peru, Viet Nam and Australia.
At the end of 2011, an announcement was made regarding new participants in the negotiation: Canada,
Japan and Mexico.
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CHAPTER 7
EUROPEAN UNION
Evaluation of Policy Developments

•

Overall, policy reforms since 1986-88 have improved the sector’s market orientation. There has been a
gradual and consistent move away from high levels of market price support and output payments and
reduction in the level of support. Production and trade distorting policies now account for about 25% of support
to producers as measured by the PSE. In addition, constraints to input use are attached to most payments.

•

The implementation of recent reforms further reduced market intervention and protection, and increased the
share of payments granted with no requirement to produce, thus allowing producers to better respond to
market signals.

•

As a result of reforms and high world prices, export subsidies are low at 0.5% of EAGF expenditures. Market
access for agricultural products has improved through a number of bilateral agreements and lower applied
tariffs in case of shortages. However a number of products continue to be subject to trade Tariff Rate Quotas
and special safeguards.

•

Flexibility in the implementation of commodity-specific payments at national level (Article 68) may distort
competition across EU member states, although these payments are limited to 10% of the envelope.

•

Initiatives to strengthen EU agricultural innovation should benefit the long-term competitiveness and
sustainability of the sector.

•

While substantial progress has been made in reducing the level of support and the share of production and
trade distorting support, future efforts need to focus on progress towards better targeted support to improve
the long-term productivity, sustainability and competitiveness of the sector.

Figure 7.1. European Union: PSE level and composition by support categories, 1986-2011

1. EU12 in 1986-94 including ex-GDR from 1990; EU15 in 1995-2003; EU25 for 2004-06; EU27 from 2007.
Source: OECD, PSE/CSE database, 2012.

32

TAD/CA/APM/WP(2012)7/FINAL
Contextual information
50.
The European Union is the largest economic region. Its GDP per capita is below the OECD
average. Agriculture accounts for 1.7% of GDP and 4.6% of employment in the EU27, with significant
differences across member states. The European Union is a net importer of agro-food products. It was the
second largest exporter in the world and the largest importer for those products. In 2009, agro-food
products accounted for 6.5% of all EU exports and 6.7% of all EU imports. There is a large diversity of
farms structure and production systems in EU regions. Agriculture occupies around half of the territory and
accounts for about a quarter of water consumption.
Table 7.1. European Union: Contextual indicators, 1995, 2010*
Table 7.1. European Union: Contextual indicators, 1995, 2010*

1995

Figure 7.2. European Union: Main macro-economic
indicators
1995-2011

2010*

Economic context

Real GDP growth

GDP (USD billion)

9 232

17 560

Unemployment rate

Population (million)

371

503
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3 843
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Agriculture in the economy
Agriculture in GDP (% )

2.9

1.7
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4.7
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Agro-food imports (% of total imports)
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-6

1995

1997

1999

2001

2003

2005

2007

2009

2011

Source: OECD statistics.

Characteristics of the agricultural sector
Agro-food trade balance (USD million)
Crop in total agricultural production (% )
Livestock in total agricultural production (% )
Agricultural area (AA) (thousand ha)
Share of arable land in AA (% )
Share of irrigated land in AA (% )
Share of agriculture in water consumption (% )
Nitrogen Balance, Kg/ha
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Figure 7.3. European Union: Agro-food trade, 1995-2010
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Source: International Trade by Commodity Statistics (ITCS) Database.

Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
1. EU12 in 1986-94 including ex-GDR from 1990; EU15 in 1995-2003; EU25 for 2004-06; EU27 from 2007.
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Development of support to agriculture
51.
The European Union has gradually reduced its support to agriculture in the long term, in
particular the potentially most production and trade distorting forms of support, which now represent about
one quarter of support to producers. The level of price distortions has been significantly reduced as
illustrated by changes in the NPC. The share of payments granted with no requirement to produce has
increased to 51% of producer support. The share of payments targeted to environmentally and animal
friendly practices has also increased.
PSE as % of
receipts (%PSE)

1986-88
1995-97
2009-11

Potentially most
distorting
support as % of
PSE

34%
20%

1986-88

92%

1995-97
2009-11

Ratio of
producer price
to border price
(NPC)

63%
25%

1986-88
1995-97
2009-11

TSE as % of
GDP

1.71
1.33
1.05

1986-88

2.6%

1995-97
2009-11

Support to producers (%PSE) has decreased gradually and
consistently over the long term, in particular since the mid-90s,
and is close to the OECD average. In 2011, it was below 18%, its
lowest level ever, compared to 20% in 2010.

39%

1.5%
0.7%

Decomposition of change in PSE, 2010 to 2011
-4.4%
-4%

Price Gap

-4.6%

Quantity

+0.2%

The European Union has progressively reduced market price
support mechanisms and protection at the border and increased
direct payments to farmers, mostly with no requirement to
produce. The potentially most production and trade distorting
measures (based on output and variable input use – without
input constraints) now represent about 25% of the PSE.
On average, prices received by farmers were 5% higher than
those on the world market in 2009-11. Domestic prices for most
products were closely aligned with border prices, while sugar
prices were 6% higher, beef and sheep prices were about 20%
higher, and those received by poultry farmers were higher than
border prices by about 50%.
Total support was below 0.8% of GDP in 2009-11 and
expenditure on general services was close to 12% of total
support.
Single Commodity Transfers (SCT) represented 23% of total
PSE. The share of the SCT in the commodity gross farm receipt
is at or close to zero for grains (except rice), oilseeds, milk and
pigmeat; slightly around 20% for beef and veal, sheepmeat; and
close to 30% for poultry.
Transfer to specific commodities (SCT), 2009-11
MPS

MPS

PSE

Payments based on output

Other SCT

Wheat
Maize
Other grains
Soyabeans
Rapeseed
Sunflower
Sugar
Rice
Milk
Beefmeat
Sheepmeat
Pigmeat
Poultry
Eggs
Other commodities

+0.3%
PAYMENTS

The reduction in support between 2010 and 2011 is
mainly due to a narrowing of the gap between domestic and
border prices as world price increases were not fully
transmitted to domestic markets.

0%

34

20%
40%
60%
80% 100%
% of commodity gross farm receipt for each com.

TAD/CA/APM/WP(2012)7/FINAL
Table 7.2. European Union: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
EU12 for 1986-94, including ex GDR from 1990; EU15 for 1995-2003; EU27 from 2007.
1. A (Area planted), An (Animal numbers), R (receipts), I (income).
MPS commodities for the European Union are: wheat, maize, other grains, rice, oilseeds, sugar, milk, beef and veal, sheepmeat,
pigmeat, poultry, eggs, potatoes, tomatoes, plants and flowers and wine. Market Price Support is net of producer levies and Excess
Feed Cost.
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
52.
The Common Agricultural Policy (CAP) is composed of two pillars. Pillar I defines and funds
market measures under the Common Market Organisation, and includes the Single Payment Scheme (SPS)
and the Single Area Payment Scheme (SAPS). Pillar II, or Rural Development Regulation of Agenda 2000,
contains various measures co-financed by EU member states, including agri-environmental schemes,
payments to less favoured areas and investment assistance. Pillar I funds come from the European
Agricultural Guarantee Fund (EAGF), while Pillar II funds come from the European Agricultural Fund for
Rural Development (EAFRD). EU budget on agriculture and rural development (title 05) decreased from
EUR 55.6 billion (USD 73.7 billion) in 2010 to EUR 54.8 billion (USD 76.2 billion) in 2011, of which 5%
were for market price support measures, 73% for Pillar I payments and 22% for Pillar II measures.
53.
Most Pillar I payments are implemented as a single payment granted with no requirement to
produce. Under the Single Payment Scheme (SPS) applying in the EU15, Malta and Slovenia, payment
entitlements are based on historical references, either at individual farm level (historical model), at regional
level (regional model) or as a combination of the two (hybrid model).1 Until 2013, a specific transitional
and optional scheme, the Single Area Payment Scheme (SAPS), applies in other member states.2 Under the
SAPS, each hectare in a member state receives the same payment rate. However, payments relating to the
reform of the sugar regime and the fruit and vegetable regime may be paid on a historical basis. In EU15
countries, most payments for specific commodities are integrated into the single payment as of 2012, with
some exceptions: member states can chose to maintain the ewe premium and the suckler cow premium,
and payments for cotton. Moreover, member states can introduce commodity-specific payments as part of
Article 68 of the Health Check Regulation, which gives them the option to use 10% of their national
budget ceilings under EAGF for specific purposes. During the ten-year phase-in period, new member
states, which joined the European Union in 2004 or 2007, may complement EU funds with Complementary
National Direct payments (CNDPs) from national funds up to a defined ceiling. They are granted as a
single payment or as commodity-specific area or headage payments.
54.
Pillar I also funds the following market price support measures. There is an intervention price for
cereals (with the exception of oats and rye). Public intervention is set at zero for barley, maize and
sorghum. For wheat there is a limit for purchase at the cereal intervention price, beyond which purchase is
by tender. Sugar is supported through production quotas and private storage when market prices fall below
"reference" prices. The market support regime for cereals and sugar also comprises trade protection
through tariffs, tariff rate quotas (TRQs) and export subsidies. Fruits and vegetables are supported through
various measures increasingly co-financed by producers, including crisis intervention managed by
producer organisations, an entry price system, and ad valorem duties, but no export subsidies.
55.
Intervention prices are used for butter and skimmed milk powder in conjunction with import
protection and export subsidies. Milk production quotas are being phased out and are planned to expire in
April 2015. The beef market is supported by basic prices, tariffs, TRQs and export subsidies. Support for
pigmeat is provided by import protection and export subsidies. For sheepmeat, the market support regime
comprises tariffs and TRQs, with most country-specific TRQs subject to a zero customs duty, and
1.

http://ec.europa.eu/agriculture/markets/sfp/pdf/2008_01_dp_capFVrev.pdf

2.

Of the 12 member states that joined the European Union in 2004 and 2007, six (the Czech Republic,
Estonia, Hungary, Poland, the Slovak Republic and Slovenia) are members of the OECD. The other six,
which are not members of the OECD, are covered in this report, in particular in EU aggregate indicators,
but not in indicators for the OECD area.
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provisions for private storage. For poultry and eggs, there are TRQs and export subsidies. As a result of
these measures, prices paid to domestic producers were 5% above world market prices in 2009-11, and the
support they generated (Market Price Support) represented 18% of the estimated support to agricultural
producers.
56.
Pillar II funds are implemented through National (or Regional) Development Programmes, which
define the list of measures chosen by the country and their funding. The current plans cover the
period 2007-13. They focus on three "thematic axes": 1) improving the competitiveness of the agricultural
and forestry sectors; 2) improving the environment and the countryside; 3) improving the quality of life in
rural areas and encouraging diversification of the rural economy. Axis 1 includes measures for farm
modernisation, the setting-up of young farmers, early retirement, semi-subsistence farms undergoing
restructuring, vocational training, producer groups, adding value to farm and forestry products, and
restoring production potential damaged by natural disasters. Axis 2 includes agri-environmental and animal
welfare payments, payments to farmers in areas with natural handicaps, payments for afforestation,
payments for protecting biodiversity in specific sites, and support to non-productive investments. Axis 3
groups measures encouraging the diversification into non-agricultural activities, tourism activities, the
creation and development of micro-enterprises, rural services, and the conservation of rural heritage. Rural
Development Programmes also support projects using the "LEADER approach" – relying on a multisectoral approach and local partnerships to address specific local problems; as well as technical assistance
for the implementation of Pillar II measures.
57.
The combination of EU, national and regional payments to producers represents over 80% of the
PSE. Those payments were relatively stable between 2011 (+0.3%) and 2010. The 4% decrease in the PSE
was mainly due to a 28% reduction in MPS due to higher world prices.
58.
In October 2011, the European Commission released its legislative proposals for the CAP post2013. These will be discussed in the Council and the European Parliament over 2012-13. Proposals put
forward essentially suggest changes in the distribution of direct payments within and between countries. As
such, these measures are expected to have little or no impact on production and trade. Changes suggested
to Pillar I may have a positive impact on the environment where farming practices endanger fragile areas.
The various funds for rural development will be better integrated, there will be increased emphasis on
R&D and extension services, risk management measures will be provisioned, the milk and sugar quotas
will be terminated, “areas facing natural constrains” that receive additional support will be defined using
objective criteria. These are elements of the reform package expected to have a positive impact on the long
term productivity of the sector. The proposals are based on budget plans proposed by the European
Commission in June 2011, which are also being discussed. More details on the main changes proposed are
presented in Box 1.2 of Chapter 1.
Domestic policy developments in 2011-12
59.
With Health Check regulations3 in place, public intervention is limited to wheat, butter and
skimmed milk powder. Intervention purchase is limited to 3 million tonnes for wheat, 30 000 for butter
and 109 000 tonnes for skimmed milk powder (SMP). Above those limits, purchase is done by tender.
Private storage aid is available for some other products. Tender for private storage aid for olive oil was
opened in summer 2011 and then re-opened in October. Private storage aid for pigmeat was available for a
few weeks at the beginning of 2011.
60.
As a result of reductions in intervention prices in the mid-2000s, the price paid to rice, sugar
and milk producers has significantly decreased and has been aligned with border prices in recent years.
3.

Council Regulations (EC) No. 72/2009, 73/2009 and 74/2009.
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The share of MPS decreased from around half of the PSE in 2004 to 18% in 2011, mainly due to higher
world prices.
61.
As planned in the Health Check, milk quotas were increased by 1% in 2010/11 and another 1%
in 2011/12. To facilitate the transition, a number of countries have introduced dairy specific payments
within article 68 provisions (e.g. Austria, Bulgaria, the Czech Republic, Estonia, Finland and Latvia). In
December 2011, an informal agreement was reached on new rules for the milk sector. Member states have
the option to make written contracts between farmers and processors compulsory and to oblige
purchasers of milk to offer farmers a minimum contract duration. These contracts should contain specific
elements such as price, volume, duration, details concerning payment, collection and rules for force
majeure. These elements should be freely negotiated between the farmer and the collector, but producer
organisations can negotiate collectively on behalf of members up to limits (3.5% of EU and 33% of
national milk production). This was the case in France where a decision was made to make contracting
compulsory in the dairy sector, and in the fruits and vegetables sector as well.
62.
Under the Single Payment Scheme, the flexibility for countries to maintain commodity-specific
payments is limited to the ewe premium (50%), the suckler cow premium (100%) and cotton aid (35%).
The beef slaughter premium and male beef premium, payments for fruits and vegetables, payments for
tomatoes , quality premium for rice, aid for nuts, aid payments for seeds, aids for protein crops, aids for
starch potato growers, and processing aids for dried fodder, potato starch and flax and hemp were
discontinued in 2011 or 2012.
63.
Member states also have the flexibility to introduce assistance to sectors with specific situations
as part of the so-called Article 68 measures. These are mostly used in the livestock sectors for dairy and
sheep and goat. Article 68 measures supporting the crop sector are more generic in nature, encouraging
crop rotation for example, but specific commodity payments to improve the quality of production are
extended to protein crops, durum wheat, tobacco, olive oil and sugar. Article 68 measures also cover noncommodity specific payments such as insurance subsidies and payments for organic farming and
environmentally friendly production.
64.
Member states, which entered the European Union in 2004, were allowed to maintain
Complementary National Direct Payments (CNDPs), which continued to decrease. Some measures funded
by CNDPs are now funded through Article 68. National support was allowed under the Temporary
Framework for state aid, allowing EUR 15 000 (about USD 20 000) to be paid per farmer up to March
2011.
65.
As a result of these changes and the increase of single payments in new member states as
planned in the 10 year transition period following accession (phasing-in), the share of single payments in
total PSE payments increased from 48% in 2010 to 51% in 2011.
66.
Implementation of rural development programmes (RDPs) for 2007-13 continued with the
introduction of a number of new measures, such as animal welfare payments, payments for meeting
standards, and payments for the adoption of quality schemes. An amendment was adopted that increased
the rate of EU financing in RDPs from 85 percent to 95 percent in member states that face specific
economic and financial difficulties, namely Romania, Latvia, Greece, Ireland and Portugal.
67.
A number of member states amended young farmers' schemes. In Estonia, a tax exemption was
introduced for self employed farmers that transmit their holding to younger farmers. In Portugal,
adjustments were introduced to the Young Farmers Programme that decreased the maximum eligible value
for setting up young farmers by 25% and introduced a 40% minimum co-financing condition on
investment.
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68.
Three pan-European research facilities, with EUR 700 million (USD 970 million) funding, will
be created to pool resources in the areas of 1) ecosystems response to environment and land-use changes;
2) systems biology with agricultural, healthcare and pharmaceutical applications; and 3) access to viruses,
bacteria and fungi needed for research on pest and human disease and research on bio-security. Moreover,
the European Commission proposed to allocate EUR 4.5 billion of EU funds for research and innovation in
the agricultural sector as part of its "Horizon 2020" plan for 2014-20 adopted in December 2011.
69.
Agriculture was identified as one of three areas that could benefit from the European
Innovation Partnership initiative. This EU led initiative was launched in February 2012 to accelerate the
uptake of innovation to serve improved productivity and sustainability in the agricultural sector through a
multi stakeholder public-private partnership. The initiative will offer a cooperative platform that will
identify and address research and innovation inefficiencies in a one to three years’ time horizon. It will not
replace funding programmes or regulatory processes, but is expected to increase effectiveness of relevant
RDP support.
70.
The EU’s internal food aid scheme will continue in 2012 and 13 after a compromise deal was
approved by the European Parliament to continue with an annual budget of EUR 500 million
(USD 695 million). Initially, the European Commission was to reduce by over 75% the budget available
for the scheme to comply to a ruling by the European Court of Justice that under CAP funding, food cannot
be purchased from the market to supply the "Aid for the Needy" food scheme.
71.
The coverage of the EU school fruit scheme introduced in 2010 was expanded to larger numbers
of pupils in an increasing number of countries, and funding increased to EUR 90 million
(USD 125 million) per school year. Finland, Sweden and the United Kingdom have chosen to opt out of
this scheme.
72.
The European Food Safety Authority (EFSA) launched new, more precise guidelines for
monitoring the environmental impact of authorised Genetically Modified (GM) crops, in response to
changes in the EU's Environmental Risk Assessment (ERA) rules. In February 2011, member states set the
tolerance threshold for Genetically Modified Organism (GMO) traces in feedstuffs at 0.1%, a rate for
which detection is scientifically reliable. A zero tolerance approach was applied beforehand. Concurrently,
in December 2011 it was agreed to extend the phase out period for traces of GM oilseed rape products
withdrawn in 2007 that was due in 2012 for another five years to 2017.
73.
The transition period foreseen in the EU Laying Hens Directive for the conversion of all battery
cages to more welfare-friendly accommodation came to an end on 1 January 2012. Egg industries in
several countries have not yet fulfilled the requirements. Bulgaria has allocated EUR 12.5 million
(USD 17.5 million) to bring poultry facilities in line with EU requirements by June 2012. The same
amount has been allocated to bring the pig sector to meet the ban on sow stalls by January 2013. Other
Member States strengthened animal welfare measures, Austria extended the time during which sows must
not be confined from 205 days to 265.
74.
Measures were taken to meet obligations under the EU Water Framework Directive (Denmark,
France, Italy and the United Kingdom). Water retention capacities were increased in several countries by
changes in regulations and financial assistance from the EU and water agencies. EU and national funds will
be granted for projects aiming to reduce water consumption, including the switch to water saving crops,
and the design and adoption of more efficient irrigation systems. The use of environment and health
friendly pesticides will also be encouraged. Several countries (France, Italy and Slovenia) have taken
measures to improve the implementation of the EU Nitrate Directive by applying stricter limits on manure
spreading or revising the definition of vulnerable zones.
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75.
The EU regulation on dioxin control for feed will be tightened from September 2012. According
to the new regulation (225/2012) a) feed processing businesses will be subject to approval, b) fat intended
for feed would have to be segregated from products intended for other purposes and labelled accordingly,
c) mandatory minimum testing will be introduced, and d) segregation will be maintained during the storage
and transport stages to avoid contamination.
76.
Several plans aim to reduce the use of antibiotics. In Denmark the plan aims to reduce the use of
antibiotics in pig production by 10% by 2013. In France and Germany the plans promote the adoption of
best practices, the monitoring of use and the development of alternatives.
77.
Farm level environmental certification was introduced in France under control of a national
commission bringing together trade unions, cooperatives, agro-food industries, environmental protection
organisations and consumers.
78.
Starting in January 2012, a single agricultural risk insurance management scheme was
introduced in Hungary combining a government damage control scheme that requires mandatory
participation of farms above a defined acreage and voluntary participation of other farms with a
commercial insurance scheme. In Estonia, the crop insurance scheme that had been foreseen in 2008 was
abandoned.
79.
An EU emergency aid package worth EUR 227 million (USD 316 million) was made available
to fresh vegetable growers affected by the E-coli crisis. Between 50% and 70% of market losses will be
compensated. An additional EUR 17 million (USD 24 million) three-years support package was
subsequently approved in 2012 for the promotion of fruit and vegetables in the internal market and third
countries (e.g. China, Russia and Ukraine).
80.
An action plan for the fruit and vegetable sector was put in place in France with an overall
envelope of EUR 25 million (USD 35 million). The plan includes a number of short-term measures that
will reduce producers’ financial and social contributions, support potentially viable farms, fund training for
farmers exiting the sector, support investment in the restructuring of marketing firms, support the adoption
of improved varieties of peaches, support the modernisation of greenhouses and the training of salaried
labour.
81.
Implementation of a regional action plan for the pig sector in Belgian Flanders began in
December 2011. The action plan encompasses a variety of aspects, including improving farmers’ access to
finance and financial services, promoting marketing and quality, improving the industry’s bargaining
capacity and investing in R&D infrastructures. This action plan was developed building on a stakeholder
consultation on the future of the sector at the 2020 horizon.
82.
The European Union allowed a number of member states to distribute up to 50% of direct
payment six weeks earlier than usual to farmers affected by the spring drought4. This was the case in
Belgium, France, Italy, Spain and Luxembourg. In March 2012 advance payments requests have been
filed by Portugal and Spain to support producers affected by a dry 2011/12 winter and spring.
83.
Latvia and Slovakia abolished fuel tax refunds in 2010 and 2011 respectively, but Latvia
introduced instead an excise tax exemption.
84.
In Estonia, the State Assets Act was amended in January 2011 to take into account agricultural
producers’ former rights to agricultural land ownership in some specific cases. In Poland, an amendment
4.

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:203:0009:0009:EN:PDF

40

TAD/CA/APM/WP(2012)7/FINAL
to the act on the Management of Agricultural Property came into force that aims to accelerate the
privatisation of agricultural land to the benefit of family holdings by reducing the transaction fee and
introducing a condition on eligibility of individual farmers.
85.
In Portugal, the new Ministry for Agriculture, Sea, Environment and Spatial Planning began
its activities in June 2011. The new Ministry brings together the former Ministry of Agriculture, Rural
Development and Fisheries with the Ministry of Environment and Spatial Planning as well as maritime
affairs.
Trade policy developments in 2011-12
86.
In 2011, export subsidy spending was about EUR 194 million (USD 270 million), compared to
EUR 437 million (USD 579 million) in 2010 and EUR 3.7 billion (USD 5 billion) in 2004. This gradual
decline is due to reforms of the sugar, fruits and vegetable, wine and dairy regimes and the rise in world
prices. According to the most recent EU notifications to the WTO on export subsidies commitments
(March 2012), the European Union remained well below its WTO ceiling for the marketing year 2009/10,
overall and for most products. Export subsidies were still used for poultry, where they represent more than
half the outlay allowance and for most dairy products (10% of the outlay allowance). For 2011/12, the
European Union increased the ceiling for out-of quota exports to the limit permitted under WTO rules.
87.
On market access, import duties on maize, sorghum and rye have been set to zero for the
2010/11 marketing years as a result of a mechanism linking import duties to border prices. In February
2011, in-quota import duties on feed wheat and barley were suspended. In December 2011, the suspension
of duties was extended until June 2012. The European Union opened additional import quotas at zero duty
for 300 000 tonnes of sugar in April and 200 000 tonnes in May 2011. Import licences for 100 000 tonnes
of raw sugar at a reduced custom duty EUR 255 per tonne (down from EUR 339) were approved for the
2010/11 and 2011/12 marketing years. The current import ban that was imposed on several Asian
countries at the outbreak of the avian influenza is currently effective until 30 June 2012.
88.
According to the most recent EU notifications to the WTO (January 2011), import tariff quotas
in 2008/09 were filled at 80-100% for 40% of quotas, Imports were zero to 5% of quota for 38% of them,
notably for live bovine animals, swine carcasses and preserved meat, chicken meat, and most dairy
products except cheddar cheese. In 2009, 57% of quotas were filled at 80-100%, while a quarter of them
had a fill-rate of zero to 5%. The latter was the case for live sheep, manioc, sweet potatoes, corn gluten,
sorghum, broken rice or cereal bran, for example.
89.
According to the most recent EU notifications to the WTO (February 2012), the price-based
special safeguard system has been made operational for some poultry meat, egg and sugar products in
marketing year 2009/10. During the same period, the volume-based special safeguard action has not been
invoked. However, the system has been made operational at the level of calculation of figures for the
trigger volumes for some fruit and vegetables products.
90.
In February 2011, the European parliament signed the pact drawn up with Latin American
countries over the banana import regime in December 2009. This puts an end to the banana dispute. The
dispute over beef hormones between the European Union and the United States ended in November 2011.
EU quota for US imports will increase from 20 000 tonnes to 45 000 tonnes by August 2012. The United
States removed retaliatory sanctions ahead of schedule in July 2011. The dispute with Canada over the
same issue had ended in March 2011, with Canada also gaining access to the EU high quality beef quota.
91.
In May 2011, the European Commission proposed to exclude fastest-developing trading partners
from the EU's Generalised System of Preferences (GSP), which offers reduced import duties and tariff-
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free quotas to developing countries for a large number of agricultural and industrial products since the
1970s. The number of beneficiaries would be reduced from 176 to 80.
92.
Several bilateral agreements entered into force or were concluded. The European Union-Korea
Free Trade Agreement entered into force in July 2011. As a result, 98% of EU agricultural exports will
gain duty-free access to Korean market within five years. In April 2011, the European Union and Norway
signed a bilateral trade agreement covering meat and dairy products, fruits, vegetables, ornamental plants
and pet food. Under this agreement, which will enter into force in January 2012, Norway has granted the
European Union zero or lower duties under tariff quotas for meats and cereals, while the European Union
has granted Norwegian exports better access for cheese, potato chips and berries. An agreement on
additional trade preferences was concluded between the two countries in November 2011.
93.
In February 2012, the number of import quotas with zero or low duty from Morocco was
increased and a number of tariffs on agricultural products were reduced or removed (45% up from 14.4%).
Other tariffs will gradually be reduced in the following 10 years. The share of dury-free Moroccan imports
from the EU will increase from 30% to 55%.
94.
A trade agreement allowing duty-free and mostly quota-free entry into the European Union for
Palestinian agricultural and fisheries products was reached in October 2011 and will enter into force at the
beginning of 2012. However, import duties on fruits and vegetables will remain in place unless the EU's
standard entry price system is adhered to. European producers will gain access to some Palestinian
markets.
95.
A Multiparty Trade Agreement between the European Union, Columbia and Peru was concluded
in April 2011 and subsequently ratified by the European Parliament. This will provide for full liberalisation
of a range of foodstuffs and beverages, while creating low-tariff quotas for sensitive products such as
cheese and yogurt. The European Union secured access to some dairy products and pigmeat, while
granting increased access to bananas, rum and sugar. No tariff reduction is foreseen for butter, fresh
cheeses, beef and poultry meat.
96.
In April 2011, the European Union and Moldova have concluded negotiations on an agreement to
protect their respective Geographical indications (GIs). Similarly, the European Union, Switzerland and
Lichtenstein signed a bilateral agreement for the protection of their respective GIs for agricultural products
and foodstuffs in May 2011. Discussion over mutual recognition of 10 EU GIs and 10 Chinese GIs by the
European Union and China are near completion. The EU and Canada have reached agreement on an
equivalency in Organic products in June 2011. The agreement covers vegetables, seeds, processed foods
and animal feed. A similar agreement was reached with the United States that will enter into force in June
2012. Certified organic products which are antibiotic free will be allowed market access on an equivalent
basis in both markets.
97.
Negotiations on free trade agreement are on-going between the European Union and a number of
countries such as Canada, India, Malaysia, Singapore, or groups of countries (e.g. Euromed, ASEAN,
Mercosur, Central American countries comprising Panama, Guatemala, Costa Rica, El Salvador,
Honduras and Nicaragua).5 Negotiations were launched to extend trade relations with Egypt, Jordan,
Morocco and Tunisia as part of the existing Euro-Mediterranean Association Agreement.

5.

A table with state of play for on-going bilateral trade negotiations as well as map for existing trade
agreement
can
be
accessed
at
the
following
address:
http://trade.ec.europa.eu/
doclib/docs/2006/december/tradoc_118238.pdf
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98.
A number of countries applied to join the European Union: Montenegro in December 2008,
Albania in May 2009; Iceland in July 2009; and Serbia in December 2009. Accession negotiations
continued with Croatia, Iceland and Turkey in 2011. Serbia was granted candidate status in March 2012.
In December 2011, an EU accession treaty has been signed by EU and Croatian Leaders. It will be
submitted to a referendum in Croatia and to the national parliaments of all 27 member states for
ratification. Croatia is expected to join the European Union in July 2013.
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CHAPTER 8
ICELAND
Evaluation of Policy Developments

•

Overall, there has been limited policy reform since 1986-88. The level of support remains well above the
OECD average despite a significant decline notably during the past six years due to high world prices and
exchange rate movements.

•

Since 2006, market price support and its share in gross farm receipts fell significantly, as a result of the strong
devaluation of the Icelandic Króna during 2007-09 and higher international price levels. Increasing border
prices denominated in local currency were particularly important to dairy. In consequence, the overall share of
support to producers in gross farm receipts dropped by almost a third.

•

Policies in Iceland remain dominated by production and trade distorting measures despite some shift towards
more decoupled forms of support in the sheepmeat sector where payments based on historical animal
numbers have replaced output-based payments since 1996. The more recent establishment of a market for
dairy quotas further helps to reduce efficiency losses.

•

Further efforts are still needed to reduce the level of support and to continue the development of more efficient
and coherent policy measures. They should target explicit policy objectives, including environment protection,
in ways that are less production and trade distorting and that conserve natural resources.

Figure 8.1. Iceland: PSE level and composition by support categories, 1986-2011
Support based on:

Commodity Output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous
% of gross farm receipts
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

Source: OECD, PSE/CSE database, 2012.
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Contextual information
99.
Iceland is a relatively small economy with a GDP per capita close to the OECD average, slightly
higher than average inflation, and low unemployment rates. The recent economic downturn, however,
resulted in a significant worsening of the economy with lower per capita GDP and higher inflation and
unemployment rates. With about 7% and 6%, respectively, the shares of agriculture (including fish) in both
GDP and employment are relatively, though not particularly, high, caused by an important fishing sector6.
Iceland has a consistent net importer of agro-food products (excluding fishery), with a total agro-food trade
balance of USD -161 million in 20107. Agriculture in Iceland mainly consists of livestock production, with
milk and sheepmeat being the most important products, together accounting for about half the agricultural
production. Horticulture, much of which is under glass, is an important sector, too, and together with a few
other crops represented some 16% of total agricultural production in 2011.
Figure 8.2. Iceland: Main macro-economic indicators

Table 8.1. Iceland: Contextual indicators, 1995, 2010*

1995

1995-2011

2010*

Economic context

Real GDP growth

GDP (USD billion)

7

14

Population (million)

0.27

0.31

100

100

2

Land area (thousand km )
2

Population density (habitants/km )
GDP per capita, PPP (USD)
Trade as % of GDP
Agriculture in the economy
Agriculture in GDP (% )

3

3

23 242
25.3

35 642
33.9

Inflation rate

Unemployment rate

%
15
10
5
0
-5

11.6

7.2

Agriculture share in employment (% )

9.5

5.6

Agro-food exports (% of total exports)
Agro-food imports (% of total imports)

6.8
10.0

4.3
9.2

-10

1995

1997

1999

2001

2003

2005

2007

2009

2011

Source: OECD statistics.

Figure 8.3. Iceland: Agro-food trade, 1995-2010

Characteristics of the agricultural sector
Agro-food trade balance (USD million)
Crop in total agricultural production (% )

-53

Agro-food exports

-161

22

16

78
2 280

84
2 281

0.45

Share of arable land in AA (% )

0.3

0.3

0.30

Share of irrigated land in AA (% )
Share of agriculture in water consumption (% )

..
42

..
42

0.20

7

9

0.05

Livestock in total agricultural production (% )
Agricultural area (AA) (thousand ha)

Nitrogen Balance, Kg/ha

Agro-food imports

USD billion
0.50
0.40
0.35
0.25
0.15
0.10
0.00

* or latest av ailable y ear.
A griculture emplo yment without fisheries is abo ut half the percentage shown.
So urces: OECD statistical databases, Wo rld Develo pment Indicato rs and national
data.

1995

1997

1999

2001

2003

2005

2007

2009

Source: International Trade by Commodity Statistics (ITCS) Database.

Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.

6.

The share of agriculture, excluding fishing, in Iceland’s GDP was only 1.3% in 2008.

7.

At the same time, Iceland is a significant net exporter of fish and fish products, with net exports exceeding
USD 1.4 billion in 2009.
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Development of support to agriculture
100.
Support to agriculture in Iceland has declined, but remains high and the most production and
trade distorting forms still present two thirds of total support. The level of price distortions, as measured by
the NPC, has been reduced, and direct payments – largely based on historical livestock production – has
replaced some of the former price support.
PSE as % of
receipts (%PSE)

1986-88
1995-97

59%

2009-11

Potentially most
distorting
support as % of
PSE

47%

1986-88

94%

1995-97

85%

2009-11

Ratio of
producer price
to border price
(NPC)

69%

1986-88
1995-97
2009-11

TSE as % of
GDP

4.22
2.32
1.58

1986-88
1995-97
2009-11

Iceland has reduced its support to farmers by 30 percentage
points between 1986-88 and 2009-11. Despite a gradual
reduction in the long term, overall support remains high (more
than twice the OECD average) in 2009-11. The % PSE continued
declining between 2009 and 2011, from 51% to 44%,
respectively.

77%

The share of potentially most distorting support (based on output
and variable input use – without input constraints) in total PSE
has fallen significantly over the past decades. This reflects the
change in sheepmeat payments towards historical entitlements in
the mid-90s and the strong devaluation of the Krona since 2007.
Still, support based on output and variable input represents
almost 70% of the PSE.
In the long term the ratio of producer price to border price was
substantially reduced, from over 4 in 1986-88 to 1.6 in 2009-11.
Poultry, milk and eggs show the highest NPC. Again, the change
in sheepmeat payments and the devaluation of the Krona
contributed.
Total support was 1.1% of GDP in 2009-11 and the expenditure
on general services represented 5% of the Total Support
Estimate.

5.0%
2.1%

The SCT represented 95% of the total PSE. The share of the
SCT in the commodity gross farm receipt is lowest for beef and
veal (8%), and 68% for poultry.

1.1%

Decomposition of change in PSE, 2010 to 2011
+7.8%
+9.7%

Transfer to specific commodities (SCT), 2009-11
MPS

Price Gap

+5.9%

Other SCT

Milk

MPS

Beef and veal

Quantity

PSE

Payments based on output

+1.9%

Sheepmeat
Wool

+1.9%

Pigmeat
Poultry

PAYMENTS

Eggs
Other commodities

The level of support increased in 2011 largely due to a
widened gap between domestic and border prices (MPS) for
pork and poultry meat following increased farm gate prices.

0%
20%
40%
60%
80%
100%
% of commodity gross farm receipt for each com.
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Table 8.2. Iceland: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS commodities for Iceland are: milk, beef and veal, sheep meat, wool, pig meat, poultry and eggs. Market Price Support is net of
producer levies and Excess Feed Cost.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
Source: OECD, PSE/CSE database, 2012.
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Description of Policy Developments
Main policy instruments
101.
Agricultural policies in Iceland are governed by binding, renewable, multi-year bilateral
agreements between the Government of Iceland and the Farmers’ Association, concerning the general
framework for support and production control for sheep and dairy farmers and horticulture. Three
agreements are currently in force, including the Agreement on dairy production from 2004 which expires
2014, the Agreement on sheep production from 2007 which expires 2015, and the Agreement on
horticultural production form 2002 which expires 2013. All three agreements were revised in 2009, with
their validity extended by 2 years in each case.
102.
Support to Iceland’s agriculture mainly comes through border protection (and a tradable
production quota in case of the dairy sector), on the one hand, and budget payments, on the other. Budget
payments are provided in different forms, and are based on output in the horticulture sector. Output
quantities and animal numbers are the bases for payments to dairy farmers, while payments are based on
historical, tradable entitlements in the sheep meat sectors.
103.
The dairy sector remains largely regulated through production quotas and price control.
Producers are guaranteed a minimum price set for milk delivered within the quota. Milk prices are
decided on an annual basis by a government-chaired committee between the Farmers’ association and the
labour union representing the consumer side. In addition, dairy farmers receive direct payments originally
based on historical production levels. These entitlements are, however, tradable between farmers, as is the
production quota. Additional support is provided for breeding, land cultivation and development.
104.
Entitlements for direct payments are equally tradable in the sheep meat sector. Reception of
payments is, however, conditional of keeping a minimum of winter-fed sheep on the farm. In contrast, the
obligation for sheep farmers to export when total production exceeded domestic demand has been
abolished from 1 June 2009. Additional payments are made in the context of a quality control scheme for
lamb meat which relates to animal welfare, product quality and traceability, and sustainable land use.
While meat prices are freely set by slaughter companies, the Farmers’ Association regularly publishes
reference prices which can help price determination.
105.
Border measures in the form of import tariffs are of particular importance in the poultry and
eggs sector and, to a lesser extent, in the pigmeat sector. On a Most-Favoured Nation basis, Iceland applies
an ad-valorem tariff of 30% to imports of most meat and egg products, subject to an additional specific
tariff depending on the product – although lower rates may apply for products originating in partner
countries of the European Economic Area or one of the more than 20 Free Trade Agreements. In
consequence, domestic prices for pigmeat, poultry and eggs tend to be substantially higher than prices at
the international market.
106.
All agricultural revenues are subject to a levy which is distributed within and between various
agricultural bodies. Consumer subsidies for wool are provided at the wholesale level. Agrienvironmental policies mainly focus on soil conservation and forestry through payments aiming at
reducing desertification and sand encroachment, promotion of sustainable land use and reclamation and
restoration of degraded land.
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107.
In July 2009, Iceland applied for joining the European Union, with accession negotiations started
in July 2010. A Screening Report was published in June 2011.8
Domestic policy developments in 2011-12
108.
With most of the agricultural policies and support measures being determined by the Agreements
with the Farmers’ Association, which are not due to expire before 2013, 2014 and 2015 respectively, no
specific new policies were applied in 2011.
Trade policy developments in 2011-12
109.
Iceland applies no export subsidies. However, as mentioned above, significant border protection
is maintained through import tariffs for most products produced in Iceland. Import of live animals is
prohibited for sanitary reasons.
110.
Iceland is a Member of the European Free Trade Association (EFTA) and the European
Economic Area (EEA). While the EEA excludes most trade in agricultural goods, it opens trade in a
number of processed agricultural products and encourages bilateral agreements on basic ones. Such a
bilateral agreement between Iceland and the EU has been in force since 2007, extending the EU-Iceland
Free Trade Agreement from 1972. It reduces or eliminates agricultural tariffs and establishes quotas in
bilateral trade. Furthermore, EFTA has a number of Free Trade Agreements with countries in South-East
Europe, North Africa and the Middle East, Latin America, and Asia, as well as with the South African
Customs Union. In addition, Iceland is Party to a bilateral Free Trade Agreement with the Faroe Islands.

8.

Chapter
11
–
Agriculture
and
Rural
Development
–
can
be
found
http://ec.europa.eu/enlargement/pdf/iceland/key-documents/screening_report_11_is_internet_en.pdf.
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CHAPTER 9
ISRAEL
Evaluation of policy developments

•

Since 1995, Israel has reduced support to agriculture roughly at the same speed as the OECD as a
whole. As a result, its level of support remains at around two-thirds of the OECD average. This
reduction was partly driven by progress in domestic policy reform and by lower border protection
resulting from bilateral trade liberalisation agreements. Besides, higher prices on world markets in
recent years also contributed to the reduction in the relative importance of support.

•

While in the longer-term the level of support to agriculture fell, it has increased slightly over the last two
years and its composition remains trade and production distortive. This mostly reflects continued high
border protection for agricultural commodities maintaining domestic prices above international levels
and a relatively high share of support to farm inputs that are known to be the most distortive forms of
support.

•

The level of support, in particular the market price support component, is subject to strong fluctuations
as domestic prices for selected commodities are administered by the government rather than following
market developments. Thus, an adjustment of domestic prices to world market prices is delayed or
works in the opposite direction.

•

The main agricultural policy instruments remained unchanged in 2011. There is a wide range of policy
reforms that could be undertaken to further improve the efficiency of the Israeli agricultural sector and
its international competitiveness at lower costs to taxpayers and consumers. In addition to structural
reforms, such as diminishing administrative burdens on agricultural land market transactions, Israel
could reduce and simplify import tariffs on agricultural products and could take further steps in easing
the production planning system in the livestock sector.

•

The environmental performance of agriculture has been mixed and can be further improved, in
particular in water use efficiency. As agriculture uses more than half of all water consumed, meeting
the conditions agreed between the government and farmers in 2006, to further increase water prices to
cover average costs of water production by 2015, is of key importance.

Figure 9.1. Israel: PSE level and composition by support categories, 1995-2011
Support based on:

% of gross farm receipts
25%

Commodity Output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous

20%

15%

10%

5%

0%

-5%

Note: The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such data
by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank under
the terms of international law.
Source: OECD, PSE/CSE database, 2012.
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Contextual information
111.
Israel’s economy sustained the 2009 global crisis relatively well and resumed above 4% growth
rate in both 2010 and 2011. Its GDP per capita at purchasing power parity is slightly below the OECD
average. The share of agriculture in total employment and in domestic product has fallen to around 2%.
But agriculture still accounts for 57% of annual water consumption and the use of water resources is the
dominant environmental issue for the sector. Arable land is another scarce factor with an average
availability at just 0.04 hectare per capita. Half of arable land is irrigated. Israel is unique amongst
developed countries in that land and water resources are nearly all state-owned. Co-operative communities,
principally the kibbutz and moshav, dominate agricultural production accounting for about 80% of
agricultural output. The agro-food sector is strongly integrated with international markets with exports
dominated by fruit and vegetables and imports, by land-intensive cereals and oilseeds and selected other
commodities such as beef and sugar. The negative balance of trade in agro-food products tended to
increase in recent years.
Table 9.1. Israel: Contextual indicators, 1995, 2010*

1995

Figure 9.2. Israel: Main macro-economic indicators
1995-2011

2010*

Real GDP growth

Economic context
GDP (USD billion)
Population (million)
2

Land area (thousand km )
2

Population density (habitants/km )
GDP per capita, PPP (USD)
Trade as % of GDP

96
5

243
8

20

20

273
18 896

375
28 596

24.7

26.9

Inflation rate

Unemployment rate

%
12
10
8
6
4
2

Agriculture in the economy
Agriculture in GDP (% )
Agriculture share in employment (% )

2.1
2.9

2.1
1.6

Agro-food exports (% of total exports)
Agro-food imports (% of total imports)

7.0
6.6

3.9
7.1

Agro-food trade balance (USD million)
Crop in total agricultural production (% )

-526
61

-1 914
61

Livestock in total agricultural production (% )
Agricultural area (AA) (thousand ha)

39
573

39
523

Share of arable land in AA (% )
Share of irrigated land in AA (% )

60
45

58
52

Share of agriculture in water consumption (% )
Nitrogen Balance, Kg/ha

63
..

57
..

0
-2

The statistical data fo r Israel are supplied by and under the respo nsibility o f the
relevant Israeli autho rities. The use o f such data by the OECD is witho ut prejudice to
the status o f the Go lan Heights, East Jerusalem and Israeli settlements in the West
B
k dOECD
h statistical
f i databases,
i
l l Wo rld Develo pment Indicato rs and natio nal
So urces:
data.

1997
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2003
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2007

Figure 9.3. Israel: Agro-food trade, 1995-2010
Agro-food exports

Agro-food imports

USD billion
4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5
0.0

1995
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2007

Source: International Trade by Commodity Statistics (ITCS) Database

Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Source: OECD statistics.

Characteristics of the agricultural sector

* or latest av ailable y ear.

1995

2009
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Development of support to agriculture
112.
Israel has reduced support to agriculture since 1995, but the share of most production and trade
distorting forms of support remains very high. Moreover, the level of market price support is still subject to
strong fluctuations as domestic prices for selected commodities remain regulated by the government and
their adjustments are either delayed or delinked from changes on international markets.
PSE as % of
receipts (%PSE)

1995-97

2009-11

Potentially most
distorting
support as % of
PSE

20%

13%

1995-97

84%

2009-11

Ratio of
producer price
to border
price (NPC)

TSE as % of
GDP

1.18

Overall, prices received by farmers were on average 12%
higher than those observed on the world markets in 2009-11.

1.12

1995-97

2009-11

While the level of support has fallen, the most production and
trade distorting policies (based on commodity output and
variable input use – without input constraints) dominate and
represent 89% of the total support.

89%

1995-97

2009-11

In the long term Israel reduced support to agriculture which is
now at two-thirds of the OECD average. The %PSE
increased slightly in both 2010 and 2011.

0.9%

Total support was 0.5% of GDP in 2009-11, compared to the
OECD average of around 1%, and the expenditure on
general services represented 14% of the total support.
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Table 9.2. Israel: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS commodities for Israel are: wheat, cotton, groundnuts tomatoes, peppers, potatoes, avocados, bananas, oranges, grapefruit,
grapes, apples, milk, beef and veal, sheepmeat, poultry and eggs. Market Price Support is net of producer levies and Excess Feed
Cost.
The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such data by
the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank under the
terms of international law.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
113.
There were no changes in main policy instruments in 2011. Since the late 1980s Israel has
gradually diminished the scope of policies based on the provision of subsidies, central planning of
agricultural industries, allocation of production quotas, price controls and import protection. But the
government continues to be involved in the allocation of key factors of production: land, water and foreign
workers. While some sectors, such as milk and eggs, have been covered by sector specific reforms, they
continue to benefit from guaranteed prices and quotas aiming at securing profitability for producers.
Minimum prices are also provided for wheat producers. On the other hand, consumer price controls are
applied to several basic food products, mainly to dairy products, eggs and bread.
114.
Egg and broiler producers in peripheral areas benefit from direct payments. Income support
measures are provided to wheat producers to support rain-fed agriculture and to preserve open space.
115.
Water remains subsidised. Farmers have been given access to water at lower rates compared to
other users and benefit from compensation for the cut in the freshwater quota allocation to agriculture, as
well as from a concession on the water extraction levy.
116.
Capital grants are provided to develop the agricultural export sector and to encourage the uptake
of advanced technologies. Farmers who participate in the investment support scheme are also entitled to
income tax exemptions and accelerated depreciation. As from 2009, an investment support programme is
being implemented to partly replace foreign workers in agriculture.
117.
Insurance schemes for farmers are subsidised and the government intends to deepen this policy
measure through increased state participation in subsidising premiums and to extend it through inclusion of
new crops. Currently, farmers receive 80% compensation of the premium to participate in the multi-risk
insurance scheme and 35% compensation to participate in the insurance scheme against natural damages.
118.
As a result of the implementation of the Uruguay Round Agreement on Agriculture (URAA),
Israel maintains now a more transparent and open trade regime. However, high border tariff protection on
agro-food products remains a key tool supporting agricultural producers. Under the URAA, Israel has
established TRQs for wheat, fats and oils, walnuts, prunes, maize, orange and other citrus juices, beef and
sheep meat and various dairy products.
119.
Israel’s tariff profile for agricultural products is highly uneven – with very high, sometimes
prohibitive, tariffs for such products as dairy, meat, eggs and some fruits and vegetables, and low,
sometimes duty-free, tariffs for other commodities such as coarse grains, oilseeds and frozen beef. The
tariff system is complicated, involving a large number of non-ad-valorem tariffs. According to the latest
WTO trade policy report on Israel, the simple average MFN tariff for agricultural products (WTO
definition) was 32.9% in 2005 compared with the average for non-agricultural products at 5.1%. However,
a large part of agro-food trade takes place under various free trade agreements (the most important ones are
with the EU and the US) which allow preferential access to the Israeli market, in many cases duty free.
Domestic policy developments in 2011-12
120.
In 2011, massive social protests against continuing rise in food prices, called “cottage cheese
protests”, led to the lowering of dairy product retail prices by local dairy sector monopolies, in particular
Tnuva, and to changes in Tnuva’s leadership. The government reacted by the creation of several
committees to examine the situation and to provide recommendations. The Trajtenberg Committee covered
a wide range of issues and presented proposals to reorder budgetary priorities and tax changes with very
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limited impacts on the agro-food sector. Two other committees, called Kedmi Committees, focused on the
dairy sector and on food prices more generally. Proposals related to the dairy sector were submitted in
August and included cutting the guaranteed price of raw milk paid to dairy farmers and partial opening of
the dairy market to imports. More general food price reforms included tools to increase competition,
increased exposure to imports, and infrastructure modifications. However, as of March 2012, the
government has yet to approve initial conclusions on food prices and the High Court postponed the
approval decision on the dairy sector reform until public hearing. Thus, as yet no policy changes have been
made as a reaction to the social protests with the exception of limited cuts in import tariffs discussed
briefly in the section below.
121.
Israel applies administered prices for milk, eggs and wheat. For milk and eggs guaranteed
prices are based on the average cost of production and while they are updated regularly, their level and
direction of change diverge quite strongly from the level and evolution of prices on international markets.
In 2011, despite social protests targeting dairy products which led to a fall in retail prices for dairy
products, the guaranteed price for cow milk increased by almost 11% and remained significantly higher
than the border reference price. Also for eggs the guaranteed price increased and remained higher than the
border reference price, but the positive price differential was not as large as for milk. However, egg quota
holders benefit also from payments within so called Galilee Law which amounted to NIS 54 million
(USD 28 million) in 2011, roughly the same amount as in previous years. Minimum prices for wheat are
based on the Kansas market price adjusted for quality and transportation costs. During the year there might
be changes in price according to developments in international markets, but as these corrections are
delayed, the level of prices and the direction of change may diverge. In 2011, as was the case in the two
preceding years, domestic price for wheat remained on average at a higher level than on international
markets.
122.
The total number of foreign workers and their allocation are strictly regulated by the government,
which is planning to reduce the number of working permits allocated to the agricultural sector to 18 900 by
2015. In 2011, the approved quota for foreign workers in agriculture was 26 000 employees, about 60%
lower than the number or workers requested by farmers. As compensation, farmers are offered investment
support over 5-6 years (grants up to 40% of investment) for replacing labour with machinery. In total,
budgetary expenditures for this programme are to amount to ILS 250 million (USD 70 million) during
2009-14. In 2011, 844 farmers benefited from this support at the total cost of NIS 42 million
(USD 12 million). Additional ILS 30 million (USD 8 million) is being provided for research and
development to improve mechanisation during 2010-16. The government also supports the employment of
1 500 Israeli workers instead of foreign workers in the agricultural sector with ILS 30 000 per worker over
three years. Total budgetary expenditures foreseen for this purpose amount to ILS 45 million
(USD 13 million) in 2010-16 and the allocation in 2011 was NIS 4.5 million (USD 1.3 million) distributed
to 160 Israeli employees and 60 employers.
123.
In line with the agreement between the government and farmers in 2006 to further increase water
charges paid by farmers so they eventually cover the average cost of water production by 2015 (operation
and maintenance and fixed capital costs), farmers are receiving support to invest in water saving and in
irrigation technologies. Support for this programme amounted to NIS 103 million (USD 29 million) in
2011 and was roughly at the same level as in the preceding two years.
124.
Within general services, investment in water projects remains the most important item with an
allocation of NIS 255 million (USD 72 million), slightly smaller than in previous two years.
125.
A new infrastructure rehabilitation project started to be implemented in 2011/12 to cover 124
farming communities, both Kibbutzim and Moshavim. Total annual expenditure of NIS 100 million
(USD 28 million) is planned, but in 2011 the actual expenditure on this purpose was negligible.
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Trade policy developments in 2011-12
126.
A free trade agreement between Israel and Mercosur, signed at the end of 2007, entered into
force in September 2011. The agreement distinguishes five categories of commodities differentiated by the
scale of tariff reduction and the lengths of implementation periods. While the overall reduction is
comprehensive with the immediate elimination of the majority of tariff lines by the two sides, the reduction
on agro-food trade is much more limited. In the case of sensitive products, Israel will apply small TRQs
subject to zero in-quota tariff or step-wise reduction of MFN rate. These products include meat, dairy
products, some fruit and vegetables, roses, cereals and flour (wheat and maize) and their products.
127.
Several amendments to the free trade agreement with the EU were adopted particularly with
regard to starch lactose and ice cream. The FTA with the USA and EFTA are under revisions and current
negotiations are focused on further trade liberalisation in agro-food products. New FTAs with several other
countries are at varying stages of progress, including with India and Columbia.
128.
In January 2012, the Committee to Examine Competitiveness in the Food and Consumer Goods
Market submitted its recommendations on reductions of customs duties of agro-food products to the
Minister of Finance and the Minister of Industry, Trade and Labour. The Committee recommended a
reduction of 40% to 80% in custom duties for fresh food products not manufactured in Israel or
manufactured in negligible quantities as well as for significant reductions in duties for selected meat
products, concentrated fruit juice and for other processed food products. Reductions are to be spread over
different periods, most often within 2-4 years. The timing and scope of the reductions will be determined
taking into account Israel’s existing trade agreements. It has to be noted that dairy products, eggs and
poultry meat, covered by commodity-specific support programmes in Israel, are not mentioned in the
recommendations.
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CHAPTER 10
JAPAN
Evaluation of policy developments

•

Overall, there has been little progress in market orientation with a reduction in the level of producer support
since 1986-88, but it is still twice the OECD average. A significant share of support continues to be provided
through market price support, in particular to rice. In addition to border measures, the production adjustment
scheme for rice keeps price high through limiting supply. Approximately 90% of producer support is commodity
specific, narrowing the farmer’s choice what to produce.

•

A new farm income support payment was launched as a pilot programme in 2010 for rice farms and for some
upland crops in 2011. Most of the new income support payments are commodity specific and they are
available for all commercial farms irrespective of farm size. This is a step away from the recent reform initiative
to re-orient support to less commodity specific payments and to target support to certain farms with a farm size
threshold.

•

The announcement of the Basic Policy on Comprehensive Economic Partnerships to commit the government
to pursue high-level EPAs as well as strengthen agricultural sector is a move toward more market oriented
agricultural policy reform. A successful policy reform would bring more opportunities to farmers producing
high-quality and high-value products, and allow government to target policy to specific policy objectives.

•

Despite some progress, the proportion of support provided by the most distorting forms is still high. The new
income support payments are not reducing the high market price support, particularly for rice. Further efforts
are needed to reduce the high level of support and increase market access, while moving towards more
decoupled policies that are better targeted to farm income, rural development, and environmental objectives.

Figure 10.1. Japan: PSE level and composition by support categories, 1986-2011
Support based on:

% of gross farm receipts
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
129.
Japan is a land scarce country, where only 30% of area is suitable for agriculture or urban use.
The importance of agriculture in the Japanese economy is relatively low with its share in domestic product
declined to 1.4% in 2010, while its share in employment is slightly below 4%. Japan is the largest net
agro-food importer in the world. Its share of agro-food imports in total imports is around 8%, while the
share of agro-food exports on total exports is less than 1%. The farms structure is based on relatively small
family farms. Majority of farmland are irrigated paddy field. Livestock production largely depends on
imported feed and its share in total agricultural production is increasing overtime.
Figure 10.2. Japan: Main macro-economic indicators
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Development of support to agriculture
130.
Japan has progressively reduced its support to agriculture and more recently the share of most
production and trade distorting forms of support. However, support remains twice the OECD average and
most is delivered in production and trade distorting forms. Prices received by farmers have come closer to
the world market prices as documented by the NPC. The share of direct payments in the PSE is increasing
in recent years particularly in the form of area and income based payments.
PSE as % of
receipts (%PSE)
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without input constraints) still represent 85% of the PSE in
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Table 10.2. Japan: Estimates of support to agriculture
JPY billion

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for Japan are: wheat, other grains, rice, sugar, milk, beef and veal, pigmeat, poultry, eggs, apples, cabbage,
cucumbers, grapes, mandarins, pears, spinach, strawberries and Welsh onions. Market Price Support is net of producer levies and
Excess Feed Cost.
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
131.
Market price support provided through tariffs and tariff rate quotas (TRQs), and payments based
on output serve as the basis for agricultural policies in Japan. Tariff-rate quota systems are applied to major
commodities such as rice, wheat, barley and dairy products. The Agricultural Production Bureau within the
Ministry of Agriculture, Forestry and Fisheries (MAFF) is responsible for importing rice under Japan’s
WTO URAA minimum-access commitment. In addition to the border measures, the production adjustment
scheme for rice, which limits market supply, acts to maintain a higher domestic rice price.
132.
Almost all the administered prices were abolished except for pig meat, beef and calves. In return,
commodity specific payments were introduced for major commodities (e.g., rice, wheat, barley and
soybean). In 2007, these payments were transformed to less-commodity specific transfers such as
payments based on historical land and income loss, while limiting the eligibility to certain core (potentially
viable) farmers to promote structural adjustment. The new Basic Plan on Food, Agriculture and Rural
Areas was elaborated in March 2010, envisioning a more ambitious self-sufficiency rate target of 50% in
calorie supply by 2020 relative to 41% in 2008. It also announced the transformation of policy direction to
ensure the reproduction by all motivated farmers rather than limiting support to certain core farmers. Based
on the new Basic Plan, Farm Income Support Payments were formally implemented in 2011 for rice
following the 2010 pilot program and also for upland crops reorganizing the previously implemented direct
payments for core farmers. Unlike previous policy design of targeting support to certain core farmers, all
farms with sales records became eligible for income support payment.
133.
Budgetary support has been provided mainly towards infrastructure needs, such as irrigation and
drainage facilities and the readjustment of agricultural land. However, the Government reduced the
expenditure for infrastructure partly to finance new income support payments. Agri-environment
programmes include measures to encourage farmers to adopt sustainable agricultural practices that reduce
fertiliser and pesticide usage as well as direct payments to environmentally friendly farming. Direct
payments to farmers in hilly and mountainous areas aim to prevent the abandonment of agricultural land
and to ensure the multifunctional roles of agriculture.
Domestic policy developments in 2011-12
134.
The Basic Plan 2010 announced a policy transformation to establish an agricultural business
environment which ensures the reproduction by all motivated farms including part-time farmers and smallscale farmers. New farm income support payments were designed to bridge the gap between producer
price and production cost. In 2011, this payment programme is formally implemented for rice following a
pilot programme in 2010, and for upland crops reorganizing the previously implemented direct payment
for core farmers. The payments cover rice and upland crops such as wheat, barley and soybean. All farms
with sales records are eligible for payments However, the payment for rice requires participating farms to
meet the quantitative production target allocated to each farmer.
135.
The income support payments for rice are based on the current area of rice production and have
two components: predetermined and price contingent payments. The predetermined rate was made as
JPY 15 000 (USD 188) per 0.1 hectare along with the rate in a pilot program in 2010. The price contingent
payment triggers when average producer price of current crop year fell below the average of preceding
three crop years. The price contingent payment triggered for 2010 crop year paying additional JPY 15 100
(USD 189) per 0.1 hectare, but it did not trigger for 2011 crop years. Approximately 1.1 million rice farms
participated in this program in 2011. The income support payments for upland crops were implemented
as a combination of non-current area payment and output payment with quality differential, reorganizing
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direct payments for core farmers launched initially in 2007. The non-current area payment aims to
maintain sound condition of farmland and the fixed rate of JPY 20 000 (USD 251) per 0.1 ha is paid based
on the historical planted area. The rate of an output payment is set to bridge on average the difference
between standard cost and sales price with quality differentials together with non-current area payment.
The new income support payment program also includes several additional payments for farms expanding
farm size, restoring abandoned land for upland crop production or lying fallow for soil quality
improvement.
Box 10.1. Japan’s Regional Economic Integration and Agricultural Policy Reform
In November 2010, Japan announced the Basic Policy on Comprehensive Economic Partnerships to pursue
high-level EPAs more actively. The Basic Policy acknowledges that agriculture is the sector most likely to be negatively
affected by trade agreements and stresses that it is imperative to institute bold policies that will realize the full potential
of Japan’s agriculture, for example, by improving their competitiveness and exploring new demand overseas. The
Basic Policy also announced to promote agricultural policy reform, preceding the high-level economic partnership with
major countries and regions. The Headquarters for promoting the revitalization of food and agriculture was established
in the cabinet to take measures aimed at fostering sustainable and strong agriculture, which can achieve two policy
objectives: expanding high-level EPAs, and increasing the food self-sufficiency rate and revitalizing agricultural
industry and rural communities .
The Headquarters announced the Basic Principle and Action Plan to Revitalize Japan’s Food, Agriculture,
Forestry and Fisheries in October 2011. The Basic Principle adopted four basic policy approaches: 1)rebuilding
distinctive features of "delicious", "safe" and "environmentally friendly" towards needs-driven agriculture, 2)securing
human resources that maintain Japanese agriculture, especially in the field crop agriculture, thus aiming at the
structure where the majority of farm entities have 20-30 ha in flat land areas and 10-20 ha in hilly and mountainous
areas, 3) reviewing the entire policies in a positive manner from the viewpoint of reinforcing strengths and overcoming
weaknesses, and 4) providing a safety net for those engaged in the sector. In the light of basic approaches, concrete
measures are elaborated into seven strategies including 1) increasing newcomers to agriculture and accelerating
expansion of farming size through local consensus based on thorough discussions, 2) promoting agricultural business
development into food value chain and 3) promoting renewable energy supply in rural areas. Also the Council
preferentially considered possible measures to cope with the consequences of the Great East Japan Earthquake after
March 2011, which is included in the above strategies as well.
Based on the strategies, the Action Plan was elaborated in November 2011 to illustrate policy reform steps until
FY 2016. The plan includes development of indicators to assess individual farm management, establishment of a
public-private partnership fund to finance farmer’s diversification to new business areas, and elaboration of export
promotion plan for domestic agricultural products. In addition, the Basic Principle left it for further consideration on
policy options to gradually shift the current form of agricultural support largely financed at the cost of consumers
through border measures toward more transparent support based on fiscal measures, reform of direct payment
scheme and welfare redistribution mechanism associated with open economy.

136.
The rice production adjustment programme, which limits supply by allocating production targets
to rice farms and keeps prices above market equilibrium levels, reduced the quantitative target of rice
production from 8 130 thousand in FY2010 to 7 950 thousand tonnes in FY2011 based on the demand
projection. Due to the damage of the Great East Japan Earthquake and the plating restrictions imposed by
nuclear accident, the supply of rice was estimated to decrease by 140 thousand tonnes. The production
target was either reallocated to farmers within the same prefecture or traded across prefectures, which
eventually maintained overall production level. In August 2011, Tokyo Grain Exchange and Kansai
Commodities Exchange listed rice futures as a two year pilot project. The futures trading of rice has not
been permitted in the past because the price of rice had been maintained by compulsory production
adjustment program, and other various policy measures.
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Box 10.2. Restoration from the Great East Japan Earthquake in agriculture
On 11 March 2011, massive earthquakes hit the Eastern part of Japan, causing extensive Tsunami disasters in
the coastal area. Approximately 20 530 hectares of farmland were damaged and 6 690 farms lost their operation. By
the end of November 2011, approximately 19% of farmland is restored and 26% of farms resume their operation. The
Government plan to restore farming in more than 90% of farmland by FY 2014 through various support programs. In
addition to supporting infrastructure restoration (i.e. farmland and irrigation), the Government provided payments and
credit concessions to affected farmers.
The accident at the Fukushima Daiichi Nuclear Power Plant caused by Tsunami raised concerns about
contamination of foods by radionuclides. The Government immediately took measures to prevent the distribution of
food which exceeds the provisional values of radionuclides in accordance with the Food Sanitation Act. On August 1
2011, the Government announced the provisional values of maximum radionuclides residues in agricultural production
materials including fertilizer and feed to ensure that food produced does not exceed the provisional values of
radionuclides. Based on the Government’s loss evaluation scheme, the farmers who suffer from administrative
restriction of farming or marketing are eligible to claim financial compensation to the Tokyo Electric Power. Farmers
and related industries which had a consequential loss due to loss of market confidence also become eligible for
financial compensation. As of December 2 2011, the power company paid approximately JPY 99.3 billion (USD 1.2
billion) in return to the total claim of JPY 128.5 billion (USD 1.6 billion).

Trade policy developments in 2011-12
137.
The quantitative restrictions on rice imports were abolished and replaced by a tariff-quota
system in 1999. In 2011, the over-quota tariff-rate was JPY 341 000 (USD 4 278) per tonne, the tariffquota for rice was 767 000 tonnes (brown rice basis) and the maximum mark-up for rice imports was set at
JPY 292 000 (USD 3 663) per tonne. Food aid to developing countries, which includes both domestically
produced rice as well as imported rice, was approximately 198 thousand tonnes in FY 2009. Japan’s tariffrate-quotas continued to be under-filled in FY2010 for some products, including skimmed milk powder for
school lunches and for feed, mineral concentrated whey, whey for infant formula and for feed, butter and
butter oil for specific uses, and ground nuts. Japan used special safeguard measures in FY 2010 on rice,
starches, inulin, cream, yogurt, tubers of konnyaku, rice flour, kidney beans, and certain food preparations.
138.
Japan already concluded negotiations on the Economic Partnership Agreements with Singapore,
Mexico, Malaysia, Chile, Thailand, Indonesia, Brunei, ASEAN, the Philippines, Switzerland, and
Vietnam, India and Peru. The treatment of agricultural commodities was one of the main issues in many
of these negotiations. In November 2010, Japan announced the Basic Policy on Comprehensive Economic
Partnerships to promote high-level EPAs. It commits the government to increase its efforts to conclude the
ongoing EPA negotiation with Australia, resume the currently suspended Japan-Korea EPA negotiations,
work towards the realization of regional economic partnerships such as the China-Japan-Korea FTA, East
Asian Free Trade Area (EAFTA) and Comprehensive Economic Partnership in East Asia (CEPEA), and
expedited the arrangement to enter into negotiations with the EU at an early date. In November 2011,
Japan announced to enter into consultations toward participating in the Trans-Pacific Partnership (TPP)
negotiation with the countries concerned.
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CHAPTER 11
KOREA
Evaluation of policy developments

•

Overall, little progress has been made towards more market oriented policies with reduction in the producer
support since 1986-88. The level of producer support, as measured by the %PSE, was reduced, but the share
of potentially most distorting support remains above 90% of total support.

•

After a reduction in support in 2010, the level of support in 2011 increased back to the 2009 level, due to a
rebound in domestic rice prices and the levelling-of in the world rice prices. Market price support still
dominates in producer support, although the share of support through budgetary payment schemes has
gradually increased in most recent years.

•

The recent policy focus on the seed industry could lead to a more effective R&D system and enhance
competitiveness of the farming and agri-business sector.

•

Although some progress has been made in reducing the level of support, the level of producer support is still
twice of the OECD average. Future efforts need to focus not only on reducing the level of support but also on
improving market access and better targeting of support.

•

Efforts have been made to integrate various direct payment systems so as to improve efficiency of delivery,
but the action plan has not yet taken definite form. Further efforts are needed to reduce the level of market
price support and improve the targeting of direct payments.

Figure 11.1. Korea: PSE level and composition by support categories, 1986-2011

Source: OECD, PSE/CSE database, 2012.
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Contextual information
139.
Korea is a country with relatively high GDP per capita, with dynamic growth and low levels of
unemployment. Korea is a land scarce country with high population density, where only 17% of area is
being used for farmland. The importance of agriculture in the economy has been decreasing with its share
in domestic GDP declining to 2.6% in 2010, while its share of employment is 6.3%. Korea is one of the
largest net agro-food importers in the world. Its share of agro-food imports in total imports is around 4.5%,
while that of exports is less than 1%. Most farms are small family farms with less than 2 hectares of
agricultural land.
Table 11.1. Korea: Contextual indicators, 1995, 2010*
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Figure 11.2. Korea: Main macro-economic indicators
1995-2011
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Characteristics of the agricultural sector
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Figure 11.3. Korea: Agro-food trade, 1995-2010
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Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
140.
Korea has reduced its support to agriculture especially in the last decade. However, support
remains relatively high and the potentially most production and trade distorting forms of support are still
above 90% of the support. Moreover, the level and developments of the MPS reflects fluctuations of the
price gap between domestic and world market prices of a few commodities mainly rice. On average the
gap between prices received by farmers and world prices has narrowed as documented by the NPC.
PSE as % of
receipts (%PSE)

70%

1986-88

67%

1995-97
50%

2009-11

The potentially
most distorting
support as % of
PSE
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producer price
to border price
(NPC)
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2.97
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TSE as % of
GDP
1986-88

9.1%

1995-97
2009-11

The potentially most production and trade distorting policies
(based on output and variable input use – without input
constraints) still dominate at around 90% of total support to
farmers in 2009-11.
The ratio of producer prices to border prices has been gradually
reduced. Overall the prices paid to farmers were 1.9 times higher
than world prices as measured by the NPC in 2009-11. The
highest NPCs are for soybeans and pigmeat.

3.35

1995-97

Korea has reduced its support to agriculture more substantially
between 1995-97 and 2009-11. Despite this reduction the overall
support remains relatively high (more than twice the OECD
average) in 2009-11. After a drop in the %PSE to 45% in 2010,
the PSE increased in 2011 back to the levels before 2010 (53%).

Total support as a share of GDP was substantially reduced and
was 2.2% of GDP in 2009-11. The expenditure on general
services represented 13% of the TSE in the same period.
The single commodity transfer (SCT) represented 92% of the
PSE. The share of the SCT in the commodity gross farm receipt
is above 60% for soybeans and pigmeat, and the lowest for eggs
at around 10%. For the remaining commodities it is around 45%.

4.9%
2.2%

Decomposition of change in PSE, 2010 to 2011
+ 24.6%
+24.9%

Price Gap

Transfer to specific commodities (SCT), 2009-11
MPS

+ 29.7%

Other SCT

Other grains

MPS
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PSE

Payments based on output

Rice

- 5.0%

Milk

+ 0.3%

Beef and veal
Pigmeat

PAYMENTS

Poultry
Eggs
Other commodities

The level of support increased in 2011 due to a rise of
market price support. The expanded price gap is a result
both of increased domestic prices and reduced border prices
in national currency due to a strengthening of the currency.
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Table 11.2. Korea: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS commodities for Korea are: other grains, garlic, red pepper, chinese cabbage, rice, soybean, milk, beef and veal, pigmeat,
poultry and eggs. Market Price Support is net of producer levies and Excess Feed Cost.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
141.
Tariffs and a wide range of tariff rate quotas (TRQs) are applied based on multilateral and
bilateral trade agreements. More recently, direct payment schemes have been introduced, while
maintaining a public stockholding scheme for rice, which is a purchase and release mechanism based on
current market price. Since 2009, five direct payment programmes have been implemented with different
objectives including direct payment for rice income compensation, direct payment programme for
environment-friendly agriculture, direct payment for less- favoured areas, and direct payment programme
for rural landscape conservation. The basic law for agriculture, rural area and food industry was established
in 2007 and lays out the basic policy principles in agriculture. Korea’s rural development policies consist
of two categories: improving living conditions of rural residents and enhancing economic vitality of the
rural regions.
Domestic policy developments in 2011-12
142.
A comprehensive plan to develop the seed industry was established in December 2011 and
includes three main strategies: Enhancing R&D foundation, Enlarging R&D investment and Encouraging
private enterprises. With these strategies, the government announced the Golden Seed project which aims
to develop high quality varieties of crops, fruits and livestock breeds in order to curb imports of these high
quality seeds and breeds where Korea has entirely relied on imports, and also with a perspective to
promote export of these seeds and breeds to developing countries.
143.
Programmes for protecting farm household income from natural disasters, pests and fire were
reinforced. The eligible products of the insurance scheme for crops and fruits, which started in 2001,
increased to 30 varieties in 2011, adding green chilli, squash, roses, chrysanthemum and raspberry. The
government plans to extend the product coverage to 35 commodities in 2012. As for livestock, an
insurance scheme has been in place since 1997. In 2011, this scheme covered most of the livestock
categories with the budget amounting to KRW 33.1 billion (USD 29.9 million).
144.
To respond to consumers’ food safety concerns, the system of indication of origin for agricultural
products (initiated in 1991) has been further enlarged to cover additional products. In 2011, the
government included rice, Chinese cabbage, beef, pigmeat and poultry.
145.
Within the Rural Vitalization Promotion Project, the government in cooperation with the private
sector starts a new education project which aims to foster rural leaders with a potential to lead productivity
growth and re-vitalization of rural economies.
Trade policy developments in 2011-12
146.
The Free Trade Agreement (FTA) with the European Union became effective on 1 July 2011,
with Peru on 1 August 2011 and with the United States on 3 March 2012. Korea currently has five other
bilateral and regional FTAs with Chile, Singapore, EFTA, ASEAN and India. Korea concluded FTA with
Turkey in March 2012. FTA negotiations are currently underway with Canada, Mexico, the Gulf Cooperation Council (Saudi Arabia, UAE, Oman, Qatar, Bahrain, and Kuwait), Australia, New Zealand
and Colombia.
147.
According to the WTO rice negotiation in 2004, the Minimum Market Access (MMA) of rice is
scheduled to increase from 225 000 tonnes to 408 000 tonnes in 2014. The amount of the MMA reached
347 311 tonnes in 2011.
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CHAPTER 12
MEXICO
Evaluation of policy developments

•

Mexico has significantly reformed its agricultural policies in the last two decades, reducing to half its level of
support measured by the %PSE and the share of the potentially most distorting support. Reform has been
driven by trade liberalization through WTO and the North American Free Trade Agreement (NAFTA), and by
a policy shift towards direct payments based on historical areas (PROCAMPO) and animal numbers
(PROGAN).

•

However since 2000 Mexico has significantly increased expenditure on variable inputs, in particular
subsidies to energy (electricity and fuel) and to price hedging contracts. As a consequence the share of the
potentially most distorting support has increased in recent years to half of the measured support.

•

The large increase in subsidies to price hedging contracts requires a rigorous evaluation in terms of its cost
effectiveness to manage risk at farm level. Recent drought highlights the importance of production risks and
the need to efficiently use scarce budgetary resources for risk management tools.

•

Mexico faces a double policy challenge. First, managing the duality of its rural development with
investments in infrastructure and innovations while, at the same time, focussing public policy on poverty
alleviation. Second, engaging in consistent agricultural and environmental objectives, implementing policies
that enhance sustainability and efficient water management.

Figure 12.1. Mexico: PSE level and composition by support categories, 1991-2011
Support based on:

% of gross farm receipts
35%

Commodity Output

Input Use

Current A/An/R/I, production required
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
148.
Mexico is the twelfth largest economy in the world, and a large country in terms of population
(109 million) and land area. After some years of monetary instability in the mid 1990s, the Mexican
economy had been characterized by relatively low inflation and more stable exchange rate in recent years.
The economy shrunk in 2009, but has been growing at a yearly rate of 4-5% in 2010 and 2011. The
agricultural sector contributes 3.6% to GDP but employs 12.7% of people. Mexico is a net agro-food
importer, and its share of agro-food import in total imports is 7%. Arable land represents 24% of total
agricultural land, and irrigated land around 6%. There are two forms of land tenure in Mexico: private land
and social property (ejidos). This later represents half of the territory of Mexico and, despite recent
reforms, its sale requires approval from the Ejido assembly.
Figure 12.2. Mexico: Main macro-economic indicators

Table 12.1. Mexico: Contextual indicators, 1995, 2010*

1995

1995-2011

2010*

Economic context

Real GDP growth

GDP (USD billion)

314

1 145

Unemployment rate

Population (million)

90

109

1 944

1 944

47

58

25

7 532
24.2

15 200
29.0

20

2

Land area (thousand km )
2

Population density (habitants/km )
GDP per capita, PPP (USD)
Trade as % of GDP

%
40

Inflation rate

35
30

15
10
5

Agriculture in the economy
Agriculture in GDP (% )

5.4

3.6

Agriculture share in employment (% )
Agro-food exports (% of total exports)

22.2
7.3

12.7
5.9

Agro-food imports (% of total imports)

7.2

7.0

0
-5
-10

1995

1997

1999

2001

2003

2005

2007

2009

2011

Source: OECD statistics.
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Figure 12.3. Mexico: Agro-food trade, 1995-2010
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Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
149.
Mexico has undertaken significant agricultural policy reform in the last two decades, reducing the
amount of support by half since 1991-93, and reallocating remaining support to less distorting forms of
support. The level of price distortions has been reduced consequently to only 4% in 2009-11 as
documented by the Nominal Protection Coefficient. However, since the year 2000 Mexico has increased
payments based on variable input use, in particular subsidies to electricity and to price hedging contracts.
PSE as % of
receipts (%PSE)

1991-93
1995-97

28%
5%

2009-11

Potentially most
distorting
support as % of
PSE

12%

1991-93
1995-97

92%
12%

2009-11

Ratio of
producer price
to border price
(NPC)

50%

1991-93

TSE as % of
GDP

1.34

1995-97

1.00

2009-11

1.04

1991-93

2.6%

1995-97

0.7%

2009-11

0.7%

Decomposition of change in PSE, 2010 to 2011
- 2.4%
+ 1.4%

Price Gap

- 3%

Quantity

+ 0.6%

Support as measured by %PSE has been reduced from 28% in
the reference period 1991-93 to 12% in 2009-11, well below the
OECD average of 20%. Border protection and price intervention
have been significantly reduced driven by trade liberalization
policies.
Market price support was reduced and reallocated to direct
payments based on non current area and animal numbers and
the potentially most distorting policies (based on output and
variable input use – without input constraints) have been
reduced. However, in the last decade support based on input
used has increased as has the share of most distorting support
to 50% in 2009-11.
Overall, prices received by farmers were 4% higher than world
prices, compared with 34% in 1991-93. The commodities with
relatively high NPC in 2009-11 were poultry (11%), milk (8%).
and sugar (5%), The period 1995-97 shows very low and
sometimes negative estimates of price support due to major
financial and exchange rate instability.
Total support was 0.7% of GDP, a bit below the OECD average
of 0.9%. Support to general services represented 11% of TSE,
well below the OECD average of 26%.
Only two commodities received specific policy transfers beyond
10% of gross commodity receipts: wheat (18%) and poultry
(10%). The main staple food, maize, has reduced SCT to 8% in
2009-11 from 43% in 1991-93.
Transfer to specific commodities (SCT), 2009-11
MPS

Other SCT

Wheat
Maize
Other grains
Soybeans
Sugar
Rice
Milk
Beef and veal
Pigmeat
Poultry
Eggs
Other commodities

MPS

PSE

Payments based on output

+ 3.8%
PAYMENTS

0%

The level of support increased slightly in 2011 mainly
due to increased input payments, while price gaps were
reduced.
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Table 12.2. Mexico: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS commodities for Mexico are: wheat, maize, other grains, coffee beans, tomatoes, rice, oilseeds, sugar, milk, beef and veal,
pigmeat, poultry and eggs. Market Price Support is net of producer levies and Excess Feed Cost.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
150.
The direction and instruments of agricultural policies in Mexico are determined by the Sectoral
Development Programme on Agriculture 2007-12 with broad objectives related to rural development, food
supply, farm income and improved sustainability. Additionally, there are other documents that also frame
agricultural policies: the overall rural development programme PEC (Programa Especial Concurrente)
2007-12 is a budget program that assembles a set of policy initiatives from different government
departments with an involvement in rural development such as agriculture, infrastructure, health,
education, social and environmental policies; the Mexican Climate Change Strategy 2009-12; and set
challenging objectives for agriculture; and the Law of sustainable rural development of 2001.
151.
Mexico has significantly reduced border protection in the last two decades through WTO,
NAFTA and other trade agreements. However, Mexico provides market price support to some
commodities, and payments based on output (the Ingreso Objetivo programme). Mexico has two large
direct payment programmes based on historical parameters: PROCAMPO is based on historical area and
was established in 1994; PROGAN is based on historical livestock numbers, imposes environmental
conditions for production and started in 2003. Mexico also provides payments based on on-farm
investment or fixed capital and farm credit support. Support for energy consumption (electricity and fuel)
and to subsidize price hedging contracts have recently increased and become important agricultural
programmes. Subsidies to crop insurance are also provided through AGROASEMEX. Consumption
subsidies for basic staples targeted at poor families are provided through the DICONSA rural shops and
through LICONSA (for milk). Overall, Mexico has significantly reduced market price support in favour of
direct historical payments and more recently increased expenditure on payments based on inputs.
Domestic policy developments in 2011-12
152.
There were no significant changes in the agricultural policies in Mexico during 2011 and 2012
will be the last year of application of the current sectoral, rural development and climate change strategies.
The Sectoral Programme 2007/12 decided to continue PROCAMPO beyond its original deadline of 2008
until 2012, but no decisions has been taken about its continuation after 2012. Total expenditure in this
direct payment is estimated to be MXN 13 473 million (USD 1 083 million) in 2011.
153.
The Ministry of Agriculture, Livestock, rural development, fisheries and food (SAGARPA)
manages a set of programmes related with price risk management. The Ingreso Objetivo programme used
to be the main policy tool between 2001 and 2006, but it has hardly been triggered since. New output
payments to induce production of safflower, yellow maize for feed and bread-making wheat in certain
areas were implemented only in 2010 with a total expenditure of MXN 687 million (USD 54 million) and
interrupted in 2011. In the last six years the Price Hedging programme has expanded from
MXN 421 million (USD 39 million) in 2005 to MXN 11 243 million (USD 904 million) in 2011, with an
increase of 47% in the last year. This programme has become the second largest programme by
expenditure after PROCAMPO. It offers farmers and buyers a contract with stable prices in US dollars,
plus the opportunity of benefiting from price rises at harvest through “call” options. The programme
supports between 40% and 100% of the costs of the options in the US futures markets.
154.
The Soil and Water Conservation programme grouped in 2008 several programmes supporting
farmers’ investments on infrastructures that improved the efficiency of water management; expenditure has
increased in 2011 to MXN 855 million (USD 69 million). However, at the same time the support to
electricity, mainly trough preferential rates, is expected to increase from MXN 5 824 million
(USD 461 million) in 2010 to MXN 8 074 million (USD 649 million) in 2011.

73

TAD/CA/APM/WP(2012)7/FINAL
155.
The expenditure on the Agricultural diesel programme increased to MXN 1 707 million (USD
137 million) in 2011. In response to concerns about the impact of this program, on CO2 emissions, the
programme has been significantly re-oriented giving producers the option to use this support to renew their
machinery. There is a strong incentive to take this option because it can provide access to bigger amount of
total support and, in any case, the MXN 2 (USD 0.16) subsidy per litre will be gradually reduced to zero at
the end of 2014.
156.
Drought affected the centre and northern states of Mexico in 2011 and it is persisting in 2012.
The Government has implemented policy actions to mitigate its effects on producers and the rural poor.
Existing budgetary resources are being mobilized to make advanced payments of PROCAMPO, PROGAN
and diesel subsidies, and to accelerate the delivery of indemnities from the insurance policies of
AGROASEMEX.
157.
The expenditure on extension services in Mexico has significantly increased in 2011, in
particular with a new Capacities Development and Extension Programme with an expenditure of MXN 460
million (USD 37 million). The programme supports viable farmers and research and extension institutions
to organize meetings or seminars to transfer technological knowledge and to provide technical assistance
services. The Strategic Project for Food Security (PESA), in technical collaboration with FAO, provides
support to small farms and farm households in highly marginal rural areas. It has three components:
investment in production equipment and infrastructure, extension services through one of the Rural
Development Agencies (ADRs) and investment in sustainable land and water use and conservation. The
project exists since 2004, but the budgetary expenditure has increased significantly since 2010 in response
to concerns about the impacts of high prices on food security in marginal rural areas. The expenditure was
MXN 1 250 million (USD 100 million) in 2011. Other new programmes follow this same three component
approach, investment-extension-conservation, putting together resources from previous programmes such
as the Investing in Productive Assets, SOPORTE and Sustainable Use of Soil and Water programmes. This
includes MASAGRO (a joint effort between SAGARPA and the International Center for Maize and Wheat
Improvement CIMMYT), and PRODEZA (focused on arid and semi-arid areas).
Trade policy developments in 2011-12
158.
In December 2008, Mexico and Canada requested consultations on the United States mandatory
country of origin labelling (COOL) provisions in the Food, Conservation, and Energy Act 2008 (2008
Farm Bill). These measures contain an obligation to inform consumers at the retail level of the country of
origin of covered commodities, including beef and pork. Upon Canada’s request, a WTO panel was
established in November 2009. The panel's report was circulated on November 18, 2011. The panel found
that the COOL measure is a technical regulation under the WTO’s TBT Agreement, and that it is
inconsistent with the United States' WTO obligations. The United States notified its decision to appeal by
23 March 2012 before WTO’s dispute settlement body adopts the panel report. In
159.
The tariff reductions to confront high prices in May 2008 have remained active since. This
includes zero import tariffs for all imported wheat, maize and rice; halved out of quota tariff on milk
powder (62%); tariff exemptions for sorghum and soya meal; and a new zero tariff rate quota of
100 thousand tons of dried beans.
160.
In 2011, a new trade agreement was signed with Peru and the trade agreements with Costa
Rica, Nicaragua and, Guatemala, Honduras and El Salvador, were unified under a new single agreement.
Both agreements will enter into force in 2012. Mexico has expressed interest in joining to the TransPacific Partnership (TPP).
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CHAPTER 13
NEW ZEALAND
Evaluation of policy developments

•

Very few of New Zealand’s agricultural production and trade distorting policies from pre 1986-88 remain today.
The level of producer support has been the lowest across the OECD since its reforms in the mid-1980s. Most
domestic prices are aligned with the world prices and payments are only provided for animal disease control
and relief in the event of large scale climate and natural disasters.

•

Almost all sectors have been deregulated following statutory producer organisation and marketing board
reforms. Restrictions on who could export dairy products have been eliminated since the end of 2010. The
kiwifruit sector is an exception, as Zespri, a New Zealand company, is the only company that has automatic
rights to export New Zealand produced kiwifruit to markets other than Australia. Other groups can export in
collaboration with Zespri or independently to Australia.

•

New Zealand has established national frameworks for land and water quality and allocation to enhance the
sustainable management of biological and natural resources. Agriculture has started mandatory reporting to
the Emissions Trading Scheme in 2012 and is scheduled to fully enter it by 2015. It will extend the price-based
mechanism to encourage reduction of agriculture green house gas emissions. Efforts to develop additional
market-based approaches to environmental issues offer opportunities to enhance environmentally sustainable
development.

Figure 13.1. New Zealand: PSE level and composition by support categories, 1986-2011
Support based on:

% of gross farm receipts
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Input Use
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
161.
New Zealand is an economy with relatively high dependency on international trade. New Zealand
is a consistent net exporter of agro-food products; its share of agro-food imports in total imports is around
11%, while the share of agro-food exports on total exports is close to 55%. New Zealand is the world's
largest dairy and sheep meat exporter. The relative importance of agriculture in the New Zealand economy
is higher than in most other OECD countries, with agriculture accounting for some 5% of New Zealand’s
GDP and 7% of its total employment. New Zealand's farming systems are based primarily on year-round
grass fed livestock.
Table 13.1. New Zealand: Contextual indicators, 1995, 2010*

Figure 13.2. New Zealand: Main macro-economic indicators
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Figure 13.3. New Zealand: Agro-food trade, 1995-2010
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Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
162.
New Zealand’s agriculture is a market- and export-oriented sector and domestic prices of
virtually all agricultural products are aligned with world market prices. The level of support is consistently
the lowest among OECD countries and most of policy measures are sector-wide general services
improving the economic environment for agriculture.
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receipts (%PSE)

1986-88

Potentially most
distorting
support as % of
PSE

10%

1995-97

1.0%

2009-11

0.6%

1991-93

16%

1995-97

62%

2009-11

Ratio of
producer price
to border price
(NPC)

76%

1986-88
1995-97
2009-11

TSE as % of
GDP

1.02
1.01

Support to producers (%PSE) was less than 1% in
2009-11, down from 10% in 1986-88 and has been the lowest in
the OECD since the agricultural reforms in the mid-1980s.

The combined share of most distorting forms of support
policies (based on output and variable input use – without input
constraints) in the PSE increased from 15% in 1986-88 to 76% in
2009-11. However, this share should be seen in the context of
very low levels of total support.
Total receipts of the farming sector were almost identical to
what they would have been at world prices in 2009-11 with the
only exception being poultry, where sanitary measures result in
import restrictions.
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Total support was about 0.3% of GDP in 2009-11 and the
expenditure on general services represented around 76% of the
Total support.
Producer SCT by commodity was 17% for poultry, 5% for
egg and zero for all the other commodities in 2009-11.

Decomposition of change in PSE, 2010 to 2011
+48.8%
+ 48.9%

Price Gap

+47.6%

Quantity
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Transfer to specific commodities (SCT), 2009-11
MPS
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PSE

Payments based on output

Other SCT

Poultry

+ 0.1%

Eggs

PAYMENTS
Other commodities

The level of support increased in 2011 due to the
wider gap between domestic and border prices (MPS),
mainly due to a stronger New Zealand Dollar and hence
lower international eggs and poultry prices when expressed
in the local currency.
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Table 13.2. New Zealand: Estimates of support to agriculture

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
MPS commodities for New Zealand are: wheat, maize, other grains, milk, beef and veal, sheep meat, wool, pig meat, poultry and
eggs. Market Price Support is net of producer levies and Excess Feed Cost.
1. A (area planted) / An (animal numbers) / R (receipts) / I (income).
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
163.
New Zealand largely limits its agriculture support to expenditures on general services such as
agricultural research and biosecurity controls for pests and diseases. A significant share of the costs of
regulatory and operational functions, including border control, is charged to beneficiaries.
164.
In the event of natural disasters beyond the response capacity of private insurance, local farmer
organisations or territorial local authorities, farmers may receive restricted assistance to help replace
production capacity. In the event of a medium or large scale natural disaster farmers whose income falls
below a threshold level may, for a limited period and if the farmer cannot support themselves with cash
assets or with other sources of income, be eligible for the equivalent of the unemployment benefit.
165.
New Zealand requires Import Health Standards (IHS) for all risk goods before they can be
imported into New Zealand. Some products (representing a small share of New Zealand’s agricultural
output: eggs, uncooked poultry and some bee products) cannot be imported for sanitary reasons. These
measures lead to some market price support for the mentioned products.
166.
Starting in the 1980s, New Zealand has largely removed controls of agricultural production and
exports. Regulations are maintained in exports of kiwifruit: the New Zealand company Zespri has the
default but not sole right to export kiwifruit to all markets other than Australia, while other groups willing
to export can do so independently to Australia or in collaboration with Zespri to other countries. In case of
objection by Zespri to collaborative marketing applications, Kiwifruit New Zealand (the regulator) can still
approve collaborative marketing applications if it expects overall wealth of New Zealand kiwifruit
suppliers to increase.
167.
“Industry good” activities (such as research and development, forming and developing marketing
strategies, and providing technical advice) previously undertaken by statutory marketing boards are now
managed through producer levy-funded industry organisations under the Commodity Levies Act 1990.
Under this legislation, levies can only be imposed if they are supported by producers, and producers
themselves decide how levies are spent. With a very limited number of exceptions, levy funds may not be
spent on commercial or trading activities. The levying organisations must seek a new mandate to collect
levies every six years through a referendum of levy payers.
168.
Two key policy measures that address agri-environmental issues are the Resource Management
Act 1991 (RMA) and the Sustainable Farming Fund (SFF). The objective of the RMA is to promote the
sustainable management of natural and physical resources, including soil, water, air, biodiversity and the
coastal environment. RMA responsibilities are generally assigned to regional and district councils. They
include environmental regulation, soil conservation, flood control and drainage works, and plant and
animal pest control. The SFF, which was set up in 2000, supports community-driven projects aimed at
improving the productive and environmental performance of the land-based sectors. In 2011 the SFF was
expanded to include aquaculture reflecting MAF’s new responsibility for fisheries as well as agriculture,
forestry and food safety. The Fund has backed around 800 projects over 11 years, supporting sustainability
and resilience in the primary sector.
Domestic policy developments in 2011-12
169.
2010/11 Policy developments that may impact on agricultural production include encouraging
innovation and sustainable growth, managing water and land resources, greenhouse gas initiatives and
biosecurity.
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170.
A 2010 amendment of the Dairy Industry Restructuring Act of 2001 (DIRA), allowed the
Minister of Agriculture to use an auction system, or alternative methods, for determining the price and
allocation of regulated raw milk. Another review was initiated in 2011 to improve transparency of
Fonterra’s price setting, improve tradability of Fonterra shares, and to encourage competitiveness in the
New Zealand dairy market. As a consequence of DIRA the share of milk collected by Fonterra Cooperative
has declined from about 96% of the New Zealand total in 2002 / 03 to approximately 89% in the 2010 / 11
season.
171.
The Primary Growth Partnership (PGP) programme was introduced in September 2009 and is
administered by the Ministry of Agriculture and Forestry. With industry contributions at least equal to
Crown funding, the PGP will invest in research and innovation to boost productivity, economic growth and
the sustainability of New Zealand's primary, forestry and food sectors.
172.
The Irrigation Acceleration Fund (IAF) was announced in the 2011/12 budget. It intends to
provide a comprehensive approach to the investigation of regional scale rural water infrastructure
development. The IAF superseded the Community Irrigation Fund established in 2007 and additionally
builds on the grant funding support previously provided to irrigation-related projects through the
Sustainable Farming Fund. With a budget of NZD 35 million, spread over five years, the IAF will support
projects promoting efficient use of water and environmental management, and demonstrating a
commitment to good industry practice.
173.
Agriculture began mandatory reporting in the New Zealand Emissions Trading Scheme (NZ ETS)
in 2012 and is scheduled to enter fully into the scheme from 2015. Ministers have signalled, however, that
the New Zealand government needs to consider its efforts relative to other countries. The NZ ETS
introduces a price-based mechanism for greenhouse gases and is a key part of New Zealand’s climate
change policy. The ETS (Agriculture) accounts for methane and nitrous oxide. Emitters of these gases
must either reduce their emissions or purchase emission rights (New Zealand Units, NZUs) from 2015;
they are, however, eligible to receive a free allocation of NZUs from the government, thus reducing
participation costs. This free allocating will start at 90% of the average emissions per production unit and
will be reduced by 1.3% per annum from 2016. With some exemptions, participants for agriculture are
meat processors, milk or colostrum processors, exporters of live animals, fertiliser importers and
manufacturers, and egg producers. A first review of the ETS was held in 2011; the government has yet to
make any decisions on the review’s recommendations.
174.
New Zealand Government announced on 10 March 2011 a merger of the Ministry of
Agriculture and Forestry and the Ministry of Fisheries, as part of a programme to improve performance
across the state sector. The legal merger took place on 1 July 2011, with full integration into the new
Ministry taking place later in 2011/12. This closely follows the amalgamation of MAF and the New
Zealand Food Safety Authority on 1 July 2010, when the two agencies became one legal department called
the ‘Ministry of Agriculture and Forestry’. From 30 April 2012 MAF will become the Ministry for Primary
Industries.
175.
The New Zealand Government’s Ministry of Agriculture and Forestry is supporting the industryled programme for managing the kiwifruit disease Psa. (Pseudomonas syringae pv actinidiae). The
industry strategy has developed from intensive containment through cutting out affected vines, to
preventing the disease spreading with other methods. Government supported a rapid biosecurity response
and helped with funding of $25 million for the initial containment.
176.
New Zealand's mandatory National Animal Identification and Tracing (NAIT) scheme is
scheduled to commence for cattle on 1 July 2012 and for deer on 1 March 2013. NAIT Ltd sought
submissions on proposed levy amounts and how they are collected from cattle and deer farmers in 2011.
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About $7 million will need to be collected during the scheme’s first year. The NAIT Bill sets out the legal
framework for collecting information on livestock location, movement and other history. To support the
development of NAIT, MAF has developed FarmsOnLine, a web-based system that will supply the contact
and location detail of rural properties in New Zealand. FarmsOnLine started as scheduled in March 2011.
It will give MAF instant access to information and contact details for rural properties in New Zealand so it
can respond quickly to a biosecurity alert or natural disaster.
Trade policy developments in 2011-12
177.
New Zealand agriculture trade policy focuses on accomplishing more liberal rules-based trade in
agriculture and related products, while preventing the introduction of unjustified trade barriers inconsistent
with agreed trade rules. This is pursued through the WTO Doha Round negotiation and bilateral and multiparty trade agreements.
178.
During the year New Zealand has been heavily involved in negotiating Free Trade Agreements
(FTA) with: countries under the Trans-Pacific Partnership (TPP); Russia-Belarus-Kazakhstan; and India.
The New Zealand Hong Kong China Closer Economic Partnership Agreement (the “CEP”) was signed in
Hong Kong on 29 March 2010 and entered into force on 1 January 2011. The ASEAN Australia and New
Zealand Free Trade Agreement (AANZFTA) entered into force for all signatories on 10 January 2012
following Indonesia notifying completion of its internal ratification procedures on 11 November 2011.
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CHAPTER 14
NORWAY
Evaluation of policy developments

•

In the longer term there has been modest policy reform since 1986-88 towards market orientation. The level of
support has been reduced but agriculture in Norway remains among the most highly protected in the OECD area
and greater efforts are required to reduce the share of production-linked support and increase market access.

•

There has also been a move away from support based on commodity output, particularly with respect to
payments based on output, but on the other hand payments based on current production factors have increased.
While the share of most distorting support has declined significantly, it continues to account for more than half of
overall support.

•

Policy reforms such as the removal of the administered price for beef and increased flexibility in milk quota
leasing are welcome steps to improve market orientation.

•

Measures to improve environmental performance of agriculture, such as the action plan to reduce risk related to
the use of pesticides with a stronger focus on integrated plant management, provide important opportunities to
further improve sustainability in production. Also the increased role of regional programmes within the National
Environmental Programme has a potential to improve the targeting of policy measures.

•

Overall, Norway should continue its effort to reach its various policy objectives (food security, maintain agriculture
across the whole country, services provided by agriculture such as landscape amenities) at the lowest possible
costs to consumers and taxpayers. A more market orientation of the sector and better targeted direct payments
are avenues to be further explored.

Figure 14.1. Norway: PSE level and composition by support categories, 1986-2010
Support based on:

Commodity Output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous

% of gross farm receipts
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
179.
Norway has the highest GDP per capita in the OECD region. It has relatively low inflation and
unemployment rates. Given the cold climate and the widespread incidence of thin soils and mountainous
areas, only a small fraction of the land is cultivated. Agriculture constitutes a relatively small share of
Gross Domestic Product (1.6%) and employment (2.0%). Norway is consistently an agro-food net
importing country. The farm structure is based on relatively small family farms, many of which are in
remote locations. The share of water consumption in agriculture includes fisheries, where fresh water use
for primary processing is particularly important.
Table 14.1. Norway : Contextual indicators, 1995, 2010*
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Figure 14.2. Norway: Main macro-economic indicators
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Figure 14.3. Norway: Agro-food trade, 1995-2010
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Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
180.
In Norway, there has been modest but regular progress in reducing the level and shifting the
composition of support. However, the commodity based support (mainly market price support) still
represents around a half of total support. Support based on output has in recent years declined to about one
third of the level in 1986-88, mainly due to reduced price distortions. On the other hand payments based on
current production factors continue to account for an important share of the PSE.
PSE as % of
receipts (%PSE)
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2009-11
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distorting
support as % of
PSE

66%
60%
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65%
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TSE as % of
GDP

Prices received by farmers (NPC) were 1.9 times higher than
those on the world market in 2008-10. This is a significant
reduction of price distortions compared with the 1986-88
situation. NPC’s are highest for poultry and wool.
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While the share of potentially most distorting support policies
(based on output and variable input use – without input
constraints) in the PSE has decreased, it nevertheless continues
to account for more than half of total support. Market price
support continues to dominate the share of this form of support.
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Support to farmers has been reduced by 10 percentage points,
from 70% in 1986-88 to 60% in 2009-11. The % PSE has been
stable around 60% in the last few years, it has slightly declined
from 61% in 2009 and 2010 to 58% in 2011.
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Total support was 1% of GDP in 2009-11, compared to 3.5% in
1986-88. Expenditures on general services (GSSE) represented
9% of the Total Support Estimate..
Single Commodity Transfers accounted for 55% of the total PSE
in 2009-11. The share of the SCT in the commodity gross
receipts was highest for wool and poultry. But the spread
between relative commodity SCTs is rather moderate between
40 to 60%.
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The level of support declined slightly in 2011,due to a
reduction in MPS (due to reduced price gap), which was only
partly compensated by increased budgetary payments.
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Table 14.2. Norway: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for Norway are: wheat, other grains, milk, beef and veal, sheepmeat, wool, pigmeat, poultry and eggs. Market
Price Support is net of producer levies and Excess Feed Cost.
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
181.
The White paper (2011-2012) On Norwegian agriculture and food production was approved by
the Norwegian Parliament (the Storting) in April 2012 and represents the basis for agricultural policy. It
defines the direction of Norwegian agricultural policy through four main objectives: food security;
agriculture throughout all of Norway; creating more added-value; and sustainable agriculture.
182.
Border measures and budgetary payments are the main policy instruments supporting agriculture
in Norway. Market price support, in the form of wholesale target prices, is provided for most commodities.
These target prices and the budgetary framework for payments to farmers are negotiated annually between
the government and producer representatives. Producer levies are used for marketing activities, including
export subsidies for livestock products. Exports of processed products to the EU and marketing activities
for horticultural products are financed directly by the government.
183.
Milk production quotas were introduced in 1983 and a system of buying and selling quotas was
introduced in 1997. Most of Norway’s tariff-rate-quotas were eliminated in 2000 when the WTO bound
tariff rates became equal to the in-tariff quota rates. Tariffs for most products are set between 100-400%
although there is a system of “open periods” for imports at reduced tariff rates when domestic prices rise
above threshold levels.
184.
A variety of direct payments to farmers, including area, headage, and deficiency payments
continue to be implemented. Many of these payments are differentiated by region and farm size in order to
provide adequate income support across all type of farms and regions. Environmental levies on agricultural
pesticides are applied. These levies are differentiated according to the health and environmental risk
characteristics of the product and the degree of exposure.
Domestic policy developments in 2011-12
185.
An agreement was reached between the government and the two farmers’ organisations in the
agricultural negotiation in May 2011, to specify the agriculture policy settings to be implemented in
2011/12. The main changes relative to the previous agreement in May 2010 were:
•

An increase in target prices with a total budgetary effect of NOK 580 million (USD 103 million)
from 1 July 2011, and NOK 280 million (USD 50 million) from 1 January 2012.

•

An increase in budgetary support of NOK 365 million (USD 65 million) from 2011 to 2012.

•

Increased farmers contributions to social security on one side and increased value of income tax
reliefs granted to farmers on the other side.

•

Removal of the food production tax that partly finances the Food Safety Authority, for the agro
food industry.

•

Increased support to small grass based farms, grain farms and in the rural areas.

•

Increased support through the National Environmental Programme to maintain the cultural
landscapes over the country at a total of NOK 189 million (USD 34 million). Counties with water
pollution problems are prioritised in terms of increased budget funding of the regional measures.

186.
The milk quota system serves to regulate the milk production. For the quota year starting 1
March 2012, there will be a one percent quota increase. Farmers will also be allowed to produce 4 percent
above their quota as a temporary increase within this quota year. Farmers willing to sell their quotas in
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2011 were allowed to half of their quota to other producers at free prices, while the remaining half has to
be sold to the government at a fixed price of NOK 3.5 (USD 0.6) per litre. From 1 March 2009 a quota
rental system is applied. About 106 million litres (50 per cent more than in 2010) were leased by
1 640 farmers in 2011.The Norwegian Ministry of Agriculture and Food introduced a new administrative
regulation of the milk quota system in December 2011. The new system is designed to allow milk farmers
more flexibility in their milk production decisions.
187.
Marketing fees paid by producers are used to stabilise and balance the market of some
agricultural products. In 2011, the marketing fee for meat increased related to meat overproduction. On the
other side marketing fees for milk and grains were reduced.
188.
Since 2006, the Norwegian authorities together with Norwegian food producers have been
working together in a nation-wide food traceability project (eTrace). The project has ambition developed
a national, electronic infrastructure for efficient exchange of information in the food chain. Terms and
prerequisites to handling over the system to the industry are now discussed.
189.
The Commission to investigate the effects of recent and possible future developments in the food
supply chain delivered its report “The powerful and the powerless in the food supply chain” in 2011.
According to the report, the Norwegian food supply chain is characterised by heavy concentration in the
retail, wholesale and supply links. The commission concludes that the trade's umbrella chains have
increased their bargaining power over suppliers. Proposals from the commission include an act relating to
negotiations and fair trading practices in the grocery sector, an ombudsman for the grocery sector, a
grocery web portal, food labelling, amendments to the merger control provisions in the Competition Act
and a study of ownership restrictions in the grocery trade. The government will decide on these suggestions
in 2012.
190.
The agri-environmental measures are mostly included in the National Environmental
Programme (NEP). They are including various forms of payments such as Acreage Cultural Landscape
Support, payments to extensive grazing and for grazing animals, organic agriculture and Regional
Environmental programmes. The role of the regional programmes is increasing as they have a stronger
environmental focus with more measures directed towards specific (site specific) environmental
challenges. In 2011 the payments in Regional Environmental programmes represented 10% of the NEP
budget.
191.
The rural development aspects of Norwegian agricultural policy include several programmes
designed to stimulate innovation and establishment of alternative businesses on farms and alternative
employment in rural areas. A national framework provides guidelines for regional strategies, which forms
the basis for financing of local projects for business and rural development. Most of the funding is financed
through the Agricultural Development Fund (ADF). For 2011, the proposal of the total allocation of ADF
was NOK 1 163 million (USD 207.5 million) and for 2012 the budgeted sum is of NOK 1 201 million
(USD 214 million).
Trade policy developments in 2011-12
192.
Article 19 of the European Economic Area (EEA) agreement provides that contracting parties
will carry reviews of the conditions of trade in agricultural products at two year intervals. In April 2011,
the European Union and Norway signed a bilateral trade agreement covering meat and dairy products,
fruits, vegetables, ornamental plants and pet food. Under this agreement, which will enter into force in
January 2012, Norway has granted the European Union zero or lower duties under tariff quotas for meats
and cheese, while the European Union has granted Norwegian exports better access for cheese, potato
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chips and berries. An agreement on additional trade preferences was concluded between the two countries
in November 2011.
193.
There are ongoing free trade negotiations between EFTA and respectively India, Indonesia,
the customs union of Russia/Belarus/Kazakhstan and Bosnia-Herzegovina; and between Norway and
China. The most recent agreements are those with Hong-Kong and Montenegro signed in 2011. These
free trade agreements include all processed agricultural products and a range of primary agricultural
products.
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CHAPTER 15
SWITZERLAND
Evaluation of policy developments

•

Overall, progress has been achieved in market orientation, although the level of support remains relatively
high. There has been a gradual fall in support since 1986-88, with the share of market price support gradually
decreasing. Production and trade distorting policies accounted for slightly less than a half of the support in
2009-11.

•

The removal of milk price controls and the elimination of the milk quota system in 2009 have a potential to
improve the economic efficiency of the sector.

•

The elimination of export subsidies to primary agricultural products in 2010 and the adoption of greater
flexibility and transparency in the administration of the tariff rate quota system together with further reduction
for some tariff barriers will also strengthen the role of markets in improving economic efficiency.

•

The continuation of the gradual move away from market price support measures and the increase in direct
payments (as a part of the Agriculture Policy 2011 reform) are consistent with OECD Ministerial policy reform
principles. However, further efforts are still needed to reduce the overall level of support and better target
direct payments to meet societal concerns more efficiently.

Figure 15.1. Switzerland: PSE level and composition by support categories, 1986-2011
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
194.
Switzerland is an economy with one of the highest GDP per capita and relatively low inflation
and unemployment rates. The relative importance of agriculture in the Swiss economy is low with its share
in domestic product falling to around 1%, while its share in employment is slightly below 4%. This is
mainly due to highly developed industrial and services sectors in the economy. Switzerland has
consistently been a net agro-food importer; its share of agro-food imports in total imports is around 6%,
while the share of agro-food exports on total exports is around 3%. The farm structure is dominated by
relatively small family farms. Most of farming areas are used extensively, mainly the land located in
mountainous and hilly areas. Arable land represents 26% and irrigated land around 2% of agricultural area.
Table 15.1. Switzerland: Contextual indicators, 1995, 2010*
1995
2010*

Figure 15.2. Switzerland: Main macro-economic indicators
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Figure 15.3. Switzerland: Agro-food trade, 1995-2010
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Development of support to agriculture
195.
Switzerland has progressively reduced its support to agriculture and especially its most trade and
production distorting forms of support since 1986-88. However, support remains relatively high in the
OECD area. The level of price distortions has been significantly reduced as shown by the NPC, although
the domestic prices remain on average 60% above world prices. Within direct payments, the area and
headage payments dominate, but an increasing share of payments is targeted towards environment and
animal welfare.
PSE as % of
receipts (%PSE)

1986-88

76%

1995-97

67%

2009-11

Potentially most
distorting
support as % of
PSE

56%

1986-88

88%

1995-97

71%

2009-11

Ratio of
producer price
to border price
(NPC)

46%

1986-88

4.57

1995-97
2009-11

TSE as % of
GDP

2.84
1.57

1986-88

3.8%

1995-97
2009-11

2.3%

Switzerland has reduced its support to farmers by 20 percentage
points between 1986-88 and 2009-11. Despite a gradual
reduction in the long term, overall support remains high (More
than two times the OECD average) in 2009-11. The % PSE
dropped by 6 percentage points in 2010 (54%) and remained
around that level in 2011.
Budgetary expenditures financing market price support measures
were further reallocated to direct payments as part of the
AP 2011 reforms and the share of potentially most production
and trade distorting forms of support (based on output and
variable input use – without input constraints) dropped bellow
half of the PSE.
In the long term the ratio of producer price to border price was
substantially reduced. Overall, the prices paid to the farming
sector were on average 1.6 times higher than world prices in
2009-11 as measured by the NPC. The highest NPCs are for
poultry and eggs.

Total support was 1.1% of GDP in 2009-11 and the expenditure
on general services represented around 8% of the Total support
estimate.
The Single Commodity Transfers (SCT) represented 44% of the
total PSE. The share of the SCT in the commodity gross farm
receipt is lowest for sugar (16%) and grains at around 20% of
commodity receipts, and above 70% for poultry and eggs.

1.1%

Decomposition of change in PSE, 2010 to 2011
+ 1.2%
+ 1.4%

Price Gap

+ 0.7%

Quantity

+0.5%

Transfer to specific commodities (SCT), 2009-11
MPS

MPS

PSE

Payments based on output

Other SCT

Wheat
Maize
Other grains
Rapeseed
Sugar
Milk
Beef
Sheepmeat
Pigmeat
Poultry
Eggs
Other commodities

+ 0.1%
PAYMENTS

The level of support increased slightly in 2011 due to
increased market price support combining moderate increase of the
price gap and quantity. The rise of world prices (in USD) was
almost compensated by the strengthening of the Swiss Frank,
which explains the slight increase of the price gap.
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Table 15.2. Switzerland: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for Switzerland are: wheat, maize, other grains, oilseeds, sugar, milk, beef and veal, sheepmeat, pigmeat, poultry
and eggs. Market Price Support is net of producer levies and Excess Feed Cost.
Source: OECD, PSE/CSE database, 2012.
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Description of policy developments
Main policy instruments
196.
The period 2010-11 saw the continuation of the implementation of policy reforms decided under
the Agricultural policy reform 2011 (AP 2011) which started in 2008. The key feature of AP 2011 is a
further reduction of 30% in budgetary expenditures for market price support (2008-11 in comparison with
2004-07). The outlays were transferred to direct payments for roughage consuming cattle, to compensate
for difficult production conditions, to enhance sustainable use of natural resources and animal welfare. All
export subsidies for primary agricultural products were eliminated by 1 January 2010, while those for some
processed agricultural products were maintained. All state guarantees for prices and sales had already been
abolished in 1999. For feed grains and animal feed, imports remain subject to variable custom duties based
on threshold prices. Despite some gradual reductions, import measures consist of a combination of low in
quota tariffs and high out-of quota tariffs within a system of tariff rate quotas (TRQs) for most products.
The resulting Market Price Support is around 40% of the estimated support to agriculture.
197.
There are two main categories of direct payments. General direct payments are mainly granted in
the form of payments per hectare of farmland and payments per cattle head. They also include payments to
farmers operating in difficult conditions. Ecological direct payments are mainly granted in the form of area
and headage payments to farmers who voluntarily apply stricter farming practices than those required by
public regulations and the ecological proof of performance (Prestations écologiques requises – PER)
which is compulsory to both general and ecological direct payments (cross-compliance). A relatively
important share of the ecological direct payments is provided in the form of payments to stimulate
voluntary adoption of practices to improve animal welfare. Overall, the share of direct payments in total
PSE is gradually increasing and represented 60% of the support in 2009-11.
Domestic policy developments in 2011-12
198.
The milk quota system was abolished for all dairy farmers as of 1 May 2009 following a
transition period from 1 May 2006 to 30 April 2009. Since 1 May 2009, all dairy farmers are obliged to
conclude milk delivery contracts with their milk purchasers. The obligation remains in force until 30 April
2015; exempted are those farmers who sell their milk directly to final consumers and farmers who produce
cheeses and other dairy products on farm. A temporary levy on milk producers (CHF 0.01/kg of milk
delivered to dairies, from 1st March to 30 April 2010) was introduced to finance the disposal of surplus
butter stocks. The levy is based on a private-law decision by the inter-branch milk organisation
(Interprofession Lait – IPLait). A regulation of the Federal Council extended the collection of the levy to
producers who are not members of the IPLait. Due to border measures the price paid to milk producers
remains on average 42% above the world market prices (producer NPC) in 2009-11.
199.
Price support expenditures for dairy products consist from 2010 only for the allowance for milk
transformed into cheese and the additional allowance when milk was produced without silage feed. These
payments reached CHF 289 million (USD 277 million) in 2010 and CHF 292 million (USD 329 million) in
2011.
200.
The structure of the programmes and the eligibility conditions applied within the General direct
payments and the Ecological direct payments have remained largely unchanged under the AP 2011
(implemented from 2008). Also the level of these payments in 2011 remained at the 2010 level. Almost
80% of the total payments is granted under General direct payments, which increased by 0.5% in 2010 and
declined by 0.7% in 2011, mainly due to a reduction of general area and headage payments. On the other
side the payments to animals raised under difficult conditions increased by 1% in 2011. Ecological Direct
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Payments increased by 5.5% in 2010 and 2.6% in 2011, mainly reflecting the increasing funding of
regional programmes of Sustainable use of natural resources.
Trade policy developments in 2011-12
201.
Agro-food imports to Switzerland are regulated either by single tariffs or, for a certain number of
products, by combination of relatively low in-quota tariffs and high out-of quota import tariffs within a
system of Tariff Rate Quotas (TRQ). These cover a number of basic agricultural and food products, in
particular, meat, milk products, potatoes, fruits, vegetables, bread cereals and wine. Since 1999, allocated
TRQ volumes have been transferable from one importer to another. The auctioning system has been used
to allocate some of the TRQs. The Special Safeguard Clause was not invoked during 2010-11.
202.
All export subsidies for basic agricultural products were phased-out at the end of 2009.
Nevertheless, Switzerland compensates the price handicap of exported processed products due to higher
prices of incorporated domestic basic agricultural products (such as milk products, wheat flour or eggs)
through a system of import duties and price compensation mechanism for processed agricultural
products according to the products incorporated. Export refunds under this scheme have been phased out
for eggs in 2012.
203.
In November 2008, Switzerland and EU launched negotiations on full trade liberalisation in the
agro-food sector. So far, three comprehensive rounds of negotiations have taken place. The negotiations
have however slowed down due among other things to open institutional issues. As a member of EFTA,
Switzerland participates in ongoing free trade negotiations between EFTA and, respectively, India,
Indonesia, Vietnam, the customs union Russia/Belarus/Kazakhstan, and Bosnia-Herzegovina. Started
negotiations with Algeria and Thailand are on hold for the moment. Negotiations with Hong Kong and
Montenegro have been completed. On a bilateral basis, Switzerland started free trade negotiations with
China. The mentioned Free Trade Agreements and the negotiations include all processed agricultural
products and a range of basic agricultural products.
204.
Preferential tariff rates are applied to imports from developing countries under a system of
preferences scheme. In the context of the initiative of the Swiss government to grant zero tariffs on all
products imported from least developed countries (LDC), since September 2009 all agricultural imports
from LDC countries are duty and quota free.
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CHAPTER 16
TURKEY
Evaluation of policy developments

•

Overall, progress in policy reform since 1986-88 aimed at improving market orientation has been variable.
Frequent ad hoc changes to policy settings have been made, within a macro-economic context of high
inflation. The share of producer support in gross farm receipts (% PSE) increased from 20% over 1986-88 to
25% over 2009-11, which is higher than the OECD average.

•

Turkey is the world’s 7 -largest agricultural producer, and notwithstanding the considerable progress
achieved in recent years towards strengthening agriculture’s legal and institutional framework, more stable
and targeted policies are necessary if the sector is to realise its full potential.

•

Government initiatives to prevent the fragmentation of agricultural land resulting from the inheritance laws and
the advancement of structural reform are to be welcomed and should be broadened in scope in order to boost
productivity growth and competitiveness.

•

Efforts to strengthen the legal and institutional framework concerning food safety are going in the right
direction and it is imperative that the momentum be maintained.

th

Figure 16.1. Turkey: PSE level and composition by support categories, 1986-2011
Support based on:

Commodity Output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria

Miscellaneous
% of gross farm receipts
40%
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30%
25%
20%
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
205.
Turkey experienced very strong growth in 2011, driven by private consumption and investment.
The sharp exchange rate depreciation in 2011 should help to gradually rebalance domestic and external
demand and narrow the large current account deficit, which approached 10% of GDP in 2011. On the other
hand, it may also put upward pressure on the already high-level of inflation. The level of unemployment is
also relatively high. Turkey is largely self-sufficient in foodstuffs. Agricultural production, particularly
crop production, has grown rapidly over the past two decades. Notwithstanding various structural
bottlenecks, such as the predominance of small-sized and subsistence/semi-subsistence farms, and the high
rates of illiteracy rates among farmers, Turkey ranks, globally, as a significant agricultural exporter (the
world’s 7th -largest agricultural producer). Turkey’s main trading partners are the EU, the United States and
the Middle East.
Table 16.1. Turkey: Contextual indicators, 1995, 2010*

1995

Figure 16.2. Turkey: Main macro-economic indicators

1995-2011

2010*

Economic context

Real GDP growth

GDP (USD billion)
Population (million)
2

Land area (thousand km )
2

Population density (habitants/km )
GDP per capita, PPP (USD)
Trade as % of GDP

228
62

779
74

770

770

75
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12.6

20.3

Unemployment rate

Inflation rate

%
15
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0

0
-30

Agriculture in the economy
Agriculture in GDP (% )
Agriculture share in employment (% )

11.9
44.1

9.4
25.1

-5

Agro-food exports (% of total exports)
Agro-food imports (% of total imports)

19.9
9.9

10.4
5.3

-10
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Source: OECD statistics.

Characteristics of the agricultural sector
Agro-food trade balance (USD million)
Crop in total agricultural production (% )

790
68

2 105
74

32
39 493

26
38 911

Share of arable land in AA (% )
Share of irrigated land in AA (% )
Share of agriculture in water consumption (% )

62
8
75

55
9
82

Nitrogen Balance, Kg/ha

33

31

Livestock in total agricultural production (% )
Agricultural area (AA) (thousand ha)

* or latest av ailable y ear.
Sources: OECD statistical databases, World Development Indicators and national
data.

Figure 16.3. Turkey: Agro-food trade, 1995-2010
Agro-food exports

Agro-food imports

USD billion
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Source: International Trade by Commodity Statistics (ITCS) Database.

Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
206.
Turkey has implemented a series of ambitious reforms since the late 1990s. However, the level of
support made available varies from year to year and remains higher than the average for the OECD area,
and the most distorting forms of support prevail. Decoupled direct payments were abolished in 2009, while
payments based on commodity output have increased since then.
PSE as % of
receipts (%PSE)

1986-88

20%

1995-97

26%

2009-11

25%

1986-88

99%

Potentially most
distorting
support as % of
PSE

1995-97

98%

2009-11

Ratio of
producer price
to border price
(NPC)

91%

1986-88

TSE as % of
GDP

1.25

2009-11

1.19

1986-88

3.8%

1995-97
2009-11

While the most production- and trade-distorting policies (based
on commodity output and variable input use – without
constraints) accounted for 99% of producer support in 198688, in 2009-11 it was 91%. Reductions of the most distorting
forms of support have been offset by increases in the Direct
Income Support payment (although this was phased out in
2009). In 2011, payments based on output increased.
Prices received by farmers in 2009-11 were about 19% higher
than those received on the world market. They were 21%
higher during 1986-88.

1.21

1995-97

Support to producers (% PSE) decreased by six percentage
points to 20% in 2011, compared to 2010. It increased from
20% in 1986-88 to 25% in 2009-11, which is higher than the
OECD average.

Support for general services provided to agriculture was
around 7% in 2009-11. The share of total support to agriculture
in GDP in 2009-11 was 2.7%, one percentage point lower than
that of the 1986-88 period.
The share of single commodity transfers increased from 78%
of producer support in 1986-88 to 92% in 2009-11. In terms of
the share on commodity farm receipts the SCT was the
highest for beef (44%) and milk (34%).

4.0%
2.7%

Decomposition of change in PSE, 2010 to 2011
-17.1%
-16.1%

Price Gap

- 20%

Quantity

+ 2.9%

Transfers to specific commodities (SCT), 2009-11
MPS

MPS

PSE

Payments based on output

Other SCT

Wheat
Maize
Other grains
Sunflower
Sugar
Milk
Beef and veal
Sheepmeat
Poultry
Eggs
Other commodities

+ 1%
PAYMENTS

The level of support decreased in 2011 due to the
narrowing of the gap between domestic and border prices
(MPS).
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% of commodity gross farm receipt for each com.
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Table 16.2. Turkey: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for Turkey are: wheat, maize, other grains, oilseeds, sugar, potatoes, tomatoes, grape, apple, cotton, tobacco,
milk, beef and veal, sheepmeat, poultry and eggs. Market Price Support is net of producer levies and Excess Feed Cost.
Source: OECD, PSE/CSE database, 2011.
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Description of policy developments
Main policy instruments
207.
The strategic objectives of agricultural policies are to ensure sustainable food security and safety
and to form an agricultural structure that is harmonised with that of the EU. The Ninth Development Plan
(2007-13) defines five strategic areas in the agricultural sector; i) agricultural production and supply
security; ii) food safety; iii) phytosanitary and animal health; iv) rural development; and v) institutional
capacity building.
208.
The tools of agricultural support to be used for achieving the strategic objectives include direct
payments, deficiency payments, compensatory payments, livestock support (for fodder crops, artificial
insemination, milk premiums, risk-free livestock regions, bee-keeping, fisheries), support for crop
insurance, rural development support and environmental set-aside. In addition, funds will be allocated to
selected credit supports and to research and development.
209.
Import tariffs − complemented by purchasing prices fixed for cereals, sugar and tobacco −
provide support for domestic production. Export subsidies are applied to a number of products, including
fresh and processed fruit and vegetables, derived food products, poultry meat and eggs. Production quotas
at processing plant level are applied for sugar beet.
210.
Deficiency payments (“premium payments”) are provided for the products that are in short
domestic supply. Producers of oilseeds, olive oil, cotton, cereals and tea (since 2005) and pulses (in 2009)
benefit from such payments, while tobacco and hazelnut farmers receive payments to compensate for their
income losses due to shifting to alternative crops. Payments are also provided for fodder crops, organic
farming, certified seeds, gasoline and fertiliser use implemented on area basis. Most farmers are exempt
from income tax.
211.
Input subsidies are provided mainly in the form of interest concessions and payments to improve
animal breeds and farm production capacity (e.g. field levelling, drainage, soil improvement and
protection, and land consolidation). Financial aid is granted to assist in the restructuring and transformation
of the Agricultural Sales Co-operatives (ASC) and their unions (ASCU) into independent, financially
autonomous and self-managed co-operatives.
212.
A number of regulations control water and soil pollution, and provide protection to wetlands. The
government plays a major role in providing infrastructure investment, especially for irrigation.
Harmonisation of food safety, veterinary services and phytosanitary legislation with the EU acquis and
international standards are proceeding within the scope of the opening criteria of Chapter 12, which is the
negotiation chapter on Food Safety, Veterinary and Phytosanitary in EU accession process.
213.
For a detailed analysis of policy developments in Turkey see OECD (2011), Evaluation of Policy
Reforms in Turkey.
Domestic policy developments in 2011-12
214.
The system of direct income support (DIS) was phased out in 2009. Nevertheless, each farmer
registered under the National Farmer Registration System (NFRS) received a so-called “diesel payment” of
TRY 32.5 (USD 19.4) per hectare and a “fertiliser payment” of TRY 42.5 (USD 25.4) per hectare, on
average, in 2011. The share of animal husbandry supports, which was 7% in total support budget in 2004,
as defined by the Ministry of Food, Agriculture and Livestock, increased to 24% in 2011 and is estimated
to further increase to 26% in 2012.
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Implementation of transition payment programmes (aimed at helping farmers to switch from tobacco and
hazelnut production to other commodities) continued. As from 2005, there has been a growing interest in
producing energy crops in Turkey. The government supports production of canola through a deficiency
payment scheme.
215.
An insurance support scheme is in operation since 2006. The scheme is open to all producers
and covers crops, orchards on fields, greenhouses, cattle, poultry and apiculture. The government
reimburses 50% of the premium costs. As of October 2010, 575 000 insurances related to the risks under
assurance especially on subjects such as hail, frost, and animal life were issued. It is estimated that by the
end of 2011 630 000 insurances were issues and TRY 240 million (USD 144 million) has been paid.
216.
Farmers benefit from loans offered at concessional rates by the Ziraat Bank (TCZB) and
Agricultural Credit Co-operatives (ACC), with a subsidy rate that varies between 50% and 100% of the
TCZB’s current agricultural credit rate. The difference between the current rates and the rates applied to
farmers (“duty loss”) is paid by the Treasury to the TCZB and ACC. Agricultural enterprises and farmers
are entitled to interest concessions.
217.
With regard to agricultural state economic enterprises, Turkey’s 9th Development Plan (200713) foresees the absolute withdrawal of the state from the activity areas of sugar, tobacco and tea
processing by the end of 2013. Although the privatisation process of the public sugar factories is in
progress, legislative work, to complete the institutional arrangement in the sector and to make quota
management and control effective, is yet to be concluded.
218.
Within the 2009 investment framework, tax reductions, incentives for employers’ social security
premium contributions, free land allocation, VAT exemption, customs duty exemption and interest support
are being provided for selected sector projects on a regional basis, including agricultural projects. Sectoral
incentives for the less-developed regions are higher compared to the relatively developed ones. Works on
the establishment of land parcel identification system, which is the main instrument of Integrated
Management and Control System for agricultural supports, were started within the framework of 2011
Annual Investment Programme of the Government.
219.
On rural development, implementation of the “Support of Rural Development Investments”
programme, which aims to support community-based activities in small-scale agricultural processing,
marketing, machinery equipment and other off-farm businesses as well as the rehabilitation of public
infrastructure related to the provision of public services in remote rural areas, continues.
220.
Several projects have been implemented to harmonise domestic food safety and quality
standards with those of the European Union. The Veterinary Services, Phytosanitary, Food and Feed Law
was enacted in 2010 to bring the Turkish legislation into line with that of the EU. In addition to the bovine
identification system, established in 2004 for the first time in Turkey, the identification system for sheep
and goats was initiated in 2009. The second phase of the Control of Rabies Project and of the Foot and
Mouth Disease Control Project were launched in 2011. The Border Inspection Posts Project and Control of
Rabies Project, which was set up in 2007 with Turkish-EU Financial Co-operation, was completed at the
end of 2010.
221.
A law related to the establishment and duties of the Ministry of Food, Agriculture and Livestock,
aimed at increasing the institutional capacity of the public sector in the process of structural
transformation, was put into force in June 201. Under this law, the practical arrangements for providing
services (particularly those concerning plant health, veterinary and food safety) closely follow EU
legislation. Furthermore, agricultural R&D and extension services are considered in an integrated way and
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policy development capacity for soil conservation and land use is established. The rural Development
Programme and a wider set of investment support activities are extended.
Trade policy developments in 2011-12
222.
The average rate of customs duties for agricultural products increased from 50% in 2010 to
59.5% in 2011. Customs duties on live cattle and live sheep, as well as on meat from bovine animals
(fresh/chilled/frozen carcasses) decreased.
223.
Export subsidies for agricultural products were announced in the Official Gazette in 2011 and
were applied on exports during the 2011 calendar year. In 2011, 16 commodity groups, out of the
44 groups eligible under Turkey’s WTO commitments, received export subsidies. The subsidies are
provided to exporters in the form of deductions to their payments to public corporations such as taxes, or
the costs of social insurance premiums, telecommunications or energy. Export subsidies are set at 10-20%
of the export values, on 15% and 100% of exports of eligible products.
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CHAPTER 17
UNITED STATES
Evaluation of policy developments

•

Levels of producer support and border protection have substantially decreased since 1986-88 and the level of
producer support is now the fourth-lowest in the OECD area. However, since 2002 the decline has been
primarily due to higher world commodity prices, as several of the support policies in place are linked to
changes in prices.

•

The termination of the various tax concessions and tariffs on biofules moves US policy in a more marketoriented direction, but further market-based approaches will facilitate sustainable renewable energy
development.

•

Overall, the Food, Conservation and, Energy Act of 2008, which encapsulates the basic legislation governing
farm policy for the 2008-12 period, shows that little additional progress has been made towards achieving
market orientation. Preparations of the next Farm Act should also seize the opportunity to enhance the reform
process by increasing the cost-effectiveness of commodity programmes.

Figure 17.1. United States: PSE level and composition by support categories, 1986-201
Support based on:

% of gross farm receipts

Commodity Output

Input Use

Current A/An/R/I, production required

Non-current A/An/R/I, production required

Non-current A/An/R/I, production not required

Non-commodity criteria
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Source: OECD, PSE/CSE database, 2012.
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Contextual information
224.
The United States is the world’s biggest economy, with a high GDP per capita and low levels of
inflation and unemployment (although the latter has increased in the most recent years). The country is
currently recovering from a severe recession and restoring fiscal sustainability is a key macro-economic
policy challenges. The United States is one of the most important producers of agricultural commodities in
the world, and, in addition to having a very large domestic market, it is the world’s largest exporter of
agricultural products. US agricultural policies therefore may exert a strong influence on world agricultural
markets. Agriculture is dominated by grains, oilseeds, cattle, dairy, poultry, and fruits and vegetables. The
primary sector, however, plays only a minor (and declining) role in the US economy as a whole.
Figure 17.2. United States: Main macro-economic indicators,

Table 17.1. United States: Contextual indicators, 1995, 2010*
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Source: OECD statistics.

Characteristics of the agricultural sector
Agro-food trade balance (USD million)

Figure 17.3. United States: Agro-food trade, 1995-2010
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Note: Detailed definitions of contextual indicators and their sources are provided in the Annex II.1.
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Development of support to agriculture
225.
Support to farmers in the United States is low, in comparison with other OECD countries. Over
the 2009-11 period, producer support in the US was the forth-lowest in the OECD area, and less than half
the OECD average. The reform process has been characterised by a shift towards the adoption of less
production- and trade-distorting forms of support.

PSE as % of
receipts (%PSE)

1986-88
1995-97
2009-11

Potentially most
distorting
support as % of
PSE

Ratio of
producer price
to border price
(NPC)

12%
9%

1986-88

55%

1995-97

59%

2009-11

1.13

1995-97

TSE as % of
GDP

The share of the potentially most distorting types of policies
(based on commodity output and variable input use – without
input constraints) in the PSE decreased from 55% in 1986-88 to
24% in 2009-11.

24%

1986-88

2009-11

In 2011, support to producers (%PSE) remained unchanged as
in 2010 at 8%. The %PSE fell from 22% in 1986-88 to 9% in
2009-11, which is less than half the OECD average.

22%

Producer prices were 13% higher than world prices in 1986-88
and only 1% higher in 2009-11.

1.07
1.01

1986-88

1.3%

1995-97

0.9%

2009-11

0.9%

Total support to agriculture represents 0.9% of GDP in 2009-11.
Support for general services provided to agriculture increased
from 23% of total support in 1986-88 to 50% in 2009-11, mainly
due to the increase in the Supplemental Nutrition Assistance
Program (formerly Food Stamps) and reduction in the PSE.
The share of single commodity transfers to producers decreased
from 71% of PSE in 1986-88 to 29% in 2009-11. The highest
share of SCT in farm receipts was for sugar.

Decomposition of change in PSE, 2010 to 2011
+ 0.4%
+10.8%

Price Gap

+ 0.3%

Quantity

+ 0.1%

Transfer to specific commodities (SCT), 2009-11
MPS

MPS

PSE

Payments based on output

Other SCT

Wheat
Maize
Other grains
Soybeans
Sugar
Rice
Milk
Poultry
Sheepmeat
Wool
Other commodities

+10.4%
PAYMENTS

The nominal level of support increased in 2011 due to the
increase in payments, particularly for crop insurance.
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Table 17.2. United States: Estimates of support to agriculture

p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
1. A (area planted), An (animal numbers), R (receipts), I (income).
MPS commodities for the United States are: wheat, maize, other grains, rice, oilseeds, sugar, milk, beef and veal, sheepmeat, wool,
pigmeat, poultry and eggs. Market Price Support is net of producer levies and Excess Feed Cost.
Source: OECD, PSE/CSE database, 2011.
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Description of policy developments
Main policy instruments
226.
The Food, Conservation and, Energy Act of 2008 (the 2008 Farm Act), provides the basic
legislation governing farm policy for the period 2008-12. Discussions for preparing the next Farm Act are
under way. The 2008 Farm Act largely maintains the farm commodity price and income structure of
support in the 2002 Farm Act for programme crops (i.e. grains, oilseeds, rice and cotton), with certain
modifications. It places continued emphasis on direct payments, counter-cyclical payments and marketing
assistance loan programmes for the 2008-12 crop years, with adjustments to target prices and loan rates for
certain commodities.
227.
The main policy instruments for the crop sector are Direct Payments (DP), Counter-Cyclical
Payments (CCP), Average Crop Revenue Election (ACRE), and support-price provisions operating
through non-recourse marketing loans for cereals, rice, upland cotton, oilseeds, peanuts and pulses (small
and large chickpeas, lentils and dry peas). DPs are based on pre-determined rates and historical production.
CCPs are based on current prices and historical production. Neither requires any current production as a
basis for payment eligibility. ACRE is based on planted acreage and moving-average benchmark revenues.
Sugar is supported by a tariff-rate-quota (TRQ), together with provisions for non-recourse loans and
marketing allotments. Milk and dairy products are supported by minimum prices with government
purchases of butter, SMP and cheddar cheese, as well as by tariffs, TRQs and export subsidies. When
prices fall below target levels, a payment is made per tonne of milk marketed below a per-farm production
limit. There are marketing loans for wool, mohair and honey, and border measures (including TRQs) for
beef and sheepmeat. Since the enactment of the 1985 Farm Act, eligibility of most federal commodity
programme payments is subject to cross-compliance requirements.
228.
Environmental programmes form an important and increasing part of agricultural policy,
focusing on measures to convert highly erodible cropland to approved conservation uses (including longterm retirement), to re-convert farmland back into wetlands, and to encourage crop and livestock producers
to adopt practices that reduce environmental problems. While land retirement remains a key strategy,
increasingly the emphasis has shifted towards the environmental protection of agricultural lands that are in
production (working lands). Ethanol production is mainly supported in the form of mandated fuel use, tax
incentives, loan and grant programmes. Research and advice are increasingly focused on food safety and
promoting sustainable farming practices. Payments and loans for natural disasters, support for public
grazing land management and irrigation infrastructures, interest concessions and tax concessions are also
provided. The 2008 Farm Act also mandates increased funding for most domestic food assistance
programmes, particularly the former food stamps, now renamed the Supplemental Nutrition Assistance
Program (SNAP). For a detailed analysis of the 2008 Farm Act see OECD (2011), Evaluation of
Agricultural Policy Reforms in the United States.
229.
The 2008 Farm Act will expire at the end of 2012. A number of formal proposals were presented
by stakeholders and members of Congress in conjunction with the budget deliberations of the Joint Select
Committee on Deficit Reduction in late 2011. However, since the Joint Committee was unable to reach bipartisan consensus, Farm Act deliberations have returned to a more traditional legislative process centred
on the agriculture committees. The timing of a new Farm Act remains uncertain, since budget deliberations
still present challenges and stakeholder interests remain divided. The Congressional agriculture committees
continue to work toward finding consensus on new legislation, but there remains the possibility of
extending the current law if consensus cannot be reached.
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Domestic policy
230.
Many of the policy developments reported for 2011 reflect further implementation of 2008 Farm
Act programmes, but there were a few new developments in the areas of crop insurance for organic crops
and biofuel feedstocks. However, legislation to allow the implementation of several trade agreements was
passed and several new food safety rules concerning imported food were introduced.
231.
The 2008 Farm Bill authorised USD 15 million for payments to asparagus producers to partially
compensate for revenue losses during the 2004 through 2007 crop years – under the Asparagus Revenue
Market Loss Assistance Payment (ALAP) Program. The programme provided payments to producers of the
2007 crop year, based on the production levels of 2003. Half of the USD 15 million was disbursed for fresh
market asparagus production, and the other half for processed market asparagus production. Payments
were calculated by dividing the funds available for each marketing category (USD 7.5 million for each) by
the total eligible quantity of crop production in 2003 for each marketing category submitted for payment.
The payment rate for each marketing category could not exceed the actual rate of revenue loss, and there is
a cap of USD 100 000 per producer, per marketing category (fresh and processed).
232.
The Risk Management Agency (RMA) began to offer crop insurance for four organic crops
during the 2011 production year − cotton, maize, soybeans and processing tomatoes. In conjunction with
this, RMA released three reports that provide the framework for improvements to crop insurance
programmes that are available to producers of certified organic crops. The RMA has contracted with
external researchers to conduct three studies (dedicated energy crops, maize stover/crop residue and woody
biomass) to determine the feasibility of creating insurance programmes for biofuel crops (feedstocks). The
studies have indicated that few of the biofuel crops are being grown at a commercial capacity sufficient to
sustain a crop insurance programme. RMA has recently implemented a crop insurance programme for
camelina in Montana and North Dakota. A non-reinsured supplement product for maize stover was also
recently approved for Iowa and Minnesota.
233.
On renewable energy, several key biofuel incentives − including import duty for ethanol, tax
credits for biodiesel, renewable diesel and ethanol − expired at the end of 2011. The Renewable Fuel
Standard mandate, which requires that the nation’s fuel supply contains a specified amount of blended
biofuel, remains.
234.
On food safety, two rules governing imported foods that were developed by the Food and Drug
Administration (FDA) to implement the Food Safety Modernization Act, took effect in July 2011. The first
rule strengthens FDA’s ability to prevent potentially unsafe food from entering commerce. The products
will be kept out of the marketplace for 30 days while the agency determines whether an enforcement action
such as seizure, or injunction against distribution of the product in commerce, is necessary. Previously, the
FDA’s ability to detain food products applied only when the agency had credible evidence that a food
product presented was contaminated or mislabelled in a way that presented a threat of serious adverse
health consequences or death to humans or animals. The second rule requires FDA to be informed of the
identity of any country to which an article of imported food, including food for animals, has been refused
entry. This new requirement will provide the agency with more information about foods that are being
imported, which can help FDA to make better decisions in managing the potential risks related to those
imported foods. This new reporting requirement will be administered through the FDA’s prior notice
system for incoming shipments of imported food, which was established under the 2002 Public Health
Security and Bioterrorism Preparedness and Response Act.
235.
The Food Safety and Inspection Service (FSIS) has amended the federal regulations concerning
the inspection of meat and poultry products to establish a new voluntary co-operative programme under
which state-inspected establishments with 25 or fewer employees will be eligible to ship meat and poultry
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products in inter-state commerce. In participating states, state-inspected establishments selected to take
part in this programme will be required to comply with all federal standards under the federal Meat
Inspection Act and the Poultry Products Inspection Act. The FSIS has determined non-O157 Shiga-toxin
producing Escherichia Coli (STEC) as being contaminants by the U.S. food safety laws.
236.
On labelling, the USDA’s BioPreferred Labeling Program − authorised under the 2002 and 2008
Farm Acts − provides for voluntary product certification and labelling for qualifying bio-based products.
The new label, “USDA Certified Biobased Product,” was introduced in 2011 and clearly identifies biobased products made from renewable resources and promotes the increased sale and use of these products
in the commercial market and for consumers.
237.
On biotechnology, The U.S. Department of Agriculture's Animal and Plant Health Inspection
Service (APHIS) granted non-regulated status for alfalfa that has been genetically engineered to be
resistant to the herbicide commercially known as Roundup.
Trade policy
238.
On trade agreements, legislation was signed in October authorising the implementation of the
US-Korea, US-Colombia, and U.S.-Panama trade agreements, the Generalised System of Preferences and
the Andean Trade Preference Act. The legislation also re-authorised the Trade Adjustment Assistance
(TAA) for Farmers Program, although no funds were appropriated. The US is also in negotiations of a
regional, Asia-Pacific trade agreement, known as the Trans-Pacific Partnership (TPP) agreement with the
objective of enhancing trade and investment among the partners, promote innovation, economic growth
and development, and support the creation and retention of jobs.
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ANNEX II.1
SOURCES AND DEFINITIONS OF CONTEXTUAL INDICATORS
Table X.1. Contextual indicators
Gross Domestic Product – GDP (USD million): OECD National Accounts, Gross domestic product,
national currency, current prices. Spot exchange rates used for conversion in USD.
Population (million): OECD.stat, Demography and population, Population statistics, Population and
vital statistics, series on Total population mid-year estimates. For EU member countries, data come from
EUROSTAT, population/demography/demography national data/population.
Land area (thousands km2): FAO, Land use database, Land area (000 ha) recalculated to thousands
km . Land area excludes water areas.
2

Population density (habitants/ km2): U.N. World population prospects, 2010 Revision, Population
density by major area, region and country, 1950-2010 (persons per square km). for EU members calculated
from EUROSTAT population and area.
GDP per capita, PPP (USD): OECD.stat, National accounts, Main aggregates, Gross domestic
product (output approach), Per head, US $, current prices, current PPPs. EU countries, EUROSTAT, GDP
and main components - Current prices.
Trade as % of GDP: Trade data from OECD ITCS Database. Customs data; Average trade:
(exports+imports)/2. EU does not account for intra-EU trade.
Agriculture share in GDP (%): OECD.stat, Country statistical profiles 2011; Value added in
agriculture, hunting, forestry and fishing as % total value added. EU countries: EUROSTAT, Gross value
added - Agriculture and fishing - % of all branches (NACE).
Agriculture share in employment (%): OECD.stat, Employment by activities and status (ALFS),
share of Agriculture, hunting, forestry (ISIC rev.3,A), Employment ('000) (which does not include fishing)
in Employment in all activities (ISIC rev.3, A-X) ('000). EUROSTAT for the EU corresponds to the share
of employed persons aged 15-64, in agriculture, hunting and forestry in total NACE activities.
Agro-food exports in total exports (%): Comtrade SAS extraction (March 2012) from OECD ITCS
database. Extraction does not include fish and fish products.
Agro-food imports in total imports (%): Comtrade SAS extraction (March 2012) from OECD ITCS
database. Extraction does not include fish and fish products.
Agro-food trade balance (USD million): Comtrade SAS extraction (March 2012) from OECD ITCS
database. Extraction does not include fish and fish products.
Crop in total agricultural production (%): Share of value of total crop production (including
horticulture) in total agricultural production. National data.
Livestock in total agricultural production (%): Share of value of total livestock production in total
agricultural production. National data.
Agricultural area (AA) (thousand ha): FAO, Land use database, Agricultural area.
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Share of arable land in AA (%): FAO, Land use database, arable land in percentage of agricultural
area.
Share of irrigated area in AA (%): OECD, Environmental indicators.
Share of agriculture in water consumption (%): OECD, Environmental indicators.
Nitrogen balance (Kg/ha): OECD, Environmental indicators.

Figure X.2 Main macro-economic indicators.
Real GDP growth (%): OECD.stat, Country statistical profiles 2011, real GDP growth
Inflation rate (%): OECD Analytical DataBase (ADB), Annual average rate of change in
Harmonized Indices of Consumer Prices (HICPs), EUROSTAT for the European Union
Unemployment rate (%): OECD Analytical DataBase (ADB), labour force statistics; EUROSTAT
for the European Union.

Figure X.3. Agro-food trade
Agro-food exports (USD billion): Comtrade SAS extraction (March 2012) from OECD ITCS
database. Extraction does not include fish and fish products.
Agro-food imports (USD billion): Comtrade SAS extraction (March 2012) from OECD ITCS
database. Extraction does not include fish and fish products.
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