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CEE in a Broader Regional Context
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Basic facts on CEE&CIS agriculture

About 17% of global agricultural resources

Only 6% of global population

10% of GDP from agriculture

7% of population is active in agriculture
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~OVERVIEW: Comparison EU=15/ EUAL2 in 2007

EU-12

145 million ha of UAA B A’ 37 million ha of UAA
6,2 million workers & IS 6.32 million warkers
FE (9,3% of total wqrkforce)
LV 6,25 operators pen100 ha of UAA

16

(farmer/consumer)
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Consumer: 390 million & CQNSHMER
Per capita GDP: 26 300 € ~e2ef Capita GDP: 15 100 €
Household income spent on food: 15%  Household income spent on food: 24%




NMS in the world %

Arable land (2005)
Cereals production (2007)
Meat production (2007)
Milk production (2007)

Agricultural world export (2007)

Agriciultural world import (2007)

Source: Own composition based on FAO (2009)



Challenges to meet

Utilize the opportunities of EU membership.

Cope with increased competitive pressure on domestic
markets.

Improve the competitiveness of agrofood sector.
Safeguard regional interests in CAP and WTO reformes.
Food safety and quality enhancement.

Facilitate further post transition reforms.

Mitigate the negative impact of global economic crisis.

Provide adequate responses to increased regional
differences and social tensions.




Primary agriculture

Declining role of agriculture
Modest increase of outputs and competitiveness
e Fluctuating land productivity with remaining gaps
e Increased labour productivity
Mixed structure of farms
e Dominance of small farms in half the countries
¢ Dual farming structures in the rest
* Movement toward more extensive structures
Significant impacts of CAP
 Increasing farm incomes

e Diversity in implementation
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~ROLE OF AGRICULTURE Share of -

agriculture in GDP in CEE (%)

Country 2005 2006

Bulgaria 8
Czech Republic

Estonia

Hungary
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Lithuania
Poland

Romania

Slovakia 4
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LABOU R FORCE: Agricultura!l labour in-1600

annual work units (absolute numbers)

Sl

SK

RO

PL

MT

LT

LV

HU

EE

cz

CY

BG

EU10+2

EU15

2000 3000 4000 5000 6000 7000

B 2003 @ 2007

Source: Own composition based on EUROSTAT (2009)



Primary agriculture

Declining role of agriculture
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Mixed structure of farms
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e Dual farming structures in the rest
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“Index of agricultural’output in-real™

value (2000=100)

Country

2003

2004

2005

2006

Bulgaria

84.55

87.29

83.18

79.22

Czech
Republic

83.21

98.44

86.96

86.00

Estonia

96.31

108.15

14:5.91:

108.66

Hungary

89.45

100.31

90.81

91.26

Latvia

99.65

108.27

118.56

109.68

Lithuania

120.98

138.99

149.88

154.11

Poland

97.91

117.82

107.84

110.26

Romania

119.66

13521

99.93

96.74

Slovakia

89.61

100.94

96.98

95.16

Slovenia

97.66

106.04

89.19

86.48

Source: Own composition based on EUROSTAT (2009)




CEREAL PRODUCTION Top 7 producers’

production of cereals in EU10+2 (tonnes)
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Source: Own composition based on EUROSTAT (2009)




MEAT PRODUCTION Top 7 producers’ produ on
~of meat (cattle, goat, pig) in EU10+2 (tonnes)
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MILK PRODUCTION Top 7 producers”production

of fresh cow milk in EU10+2 (tonnes)
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"PRODUCTIVITY Yields of cereals Iﬂ’NI\/ISL:

(tonnes/ha)
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Source: Own composition based on FAO (2009)




Agrlcultural gross value added at basic price —
per total annual work unit, 2003-07
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Source: Dieter Kirschke (2009), Presentation in Berlin, MACE Conference, January 2009




INTENSIFICATION Rate of crop, fivestock
and other output in total output, 2006 (%)
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Primary agriculture

Declining role of agriculture
Modest increase of outputs and competitiveness
e Fluctuating land productivity with remaining gaps
e Increased labour productivity
Mixed structure of farms
e Dominance of small farms in half the countries
e Dual farming structures in the rest
e Movement toward more extensive structures
Significant impacts of CAP
 Increasing farm incomes

e Diversity in implementation




FARM STRUCTURE basedon land use inNMS

Country

Share in land area %

2003

2007

<100 ha

> 100 ha <100 ha

> 100 ha

Bulgaria

30.82

69.18 27.90

72.10

Czech Republic

9.05

90.95 10.31

89.69

Estonia

58.01

41.99 43.99

56.01

Hungary

37.22

62.78 31.67

68.33

Latvia

81.09

18.91 70.75

29.25

Lithuania

76.17

23.83 66.69

33.31

Poland

81.11

18.89 83.02

16.98

Romania

52.56

47.44 61.10

38.90

Slovakia

5.31

94.69 7.51

92.49

Slovenia

96.66

3.34 96.13

3.87

Source: Own composition based on EUROSTAT (2009)
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— —FARM SIZES ura by sizes (ha)in 2007
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Source: Own composition based on Eurostat (2009)
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“Gross farmincome per hectare
(euro/ha)

lolos
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Source: Own composition based on FADN (2009)



SUBSIDIES: National expenditures for agriculture per 1
hectare of agricultural land in 2006 (1000 euro)

Z EE HU LV LT PL SK S

Source: Own composition based on EUROSTAT (2009)
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~ Agricultural trade and prices

More trade, more competition
e Both exports and imports increased
e Poland, Hungary and Lithuania: positive trade balance
e The rest: increasing deficit
e High and increasing share of row-materials in exports

e Increased share of imported processed products on the
domestic markets

Prices-Incomes
e Significant increase of nominal producer prices
e Real producer prices remained below EU-15 levels

 Price adjustment larger in countries with lower pre-accession
levels




~Agri-food and beverages export=
. (miIIion USD)
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Source: Own composition based on EUROSTAT (2009)




~Agri-food and beverages trade—
balance (million USD)
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Raw materials in‘total-agri-food and
beverages(%)

Estonia
Lithuania
Slovenia
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Source: Own composition based on EUROSTAT (2009)
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__..Agricultu ral Trade: Moretrade more
competition

e Both exports and imports increased

e Poland, Hungary and Lithuania: positive trade
balance

e The rest: increasing deficit

e High and increasing share of row-materials in
exports

e Increased share of imported processed products on
the domestic markets




Agroprocessing

Privatisation was completed in the gos
Significant FDI and foreigen ownership

Dominant role of multinationals
Integration into Europe

Successfull modernisation with
improved qualities




_' Foreign investments in the
agri- food industry

Source: Swinnen J. (2009), Warsaw



or rorelgn Inv :
food industries

Source: Jansik, Cs. (2008)
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The impacts of food industry FDI

Source: Jansik, Cs. (2008)
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—Capital and share of foreign ownership in
Hungarian agroprocessing business

Year

Capital (million
euro)

Share of national
owners (%o)

Share of foreign
owners (%o)

2001

1380.51

39.20

60.80

2002

1432.59

42.60

57.40

2003

1450.00

43.20

56.80

2004

1343.58

47.60

52.40

2005

1114.38

50.70

49.30

2006

1117.21

52.90

47.10

2007

1125.06

51.60

48.40

Source: Agricultural Research Institute (2008)




Income before tax of Hungarian agroprocessing
~ enterprises in million HUF, 1997-2007

Source: Agricultural Research Institute (2008)



Retail

Retail ,revolution”

Fast concentration with significant FDI
Beneficial for consumers

Pressure on producers

Debate on the role of imported
products and procurement practicies




Share of top 10 food'chains on the main®
~ shopping place in April 2009 (%)

Source:; GfK + INCOMA Research, 2009
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_ Themain sﬁopping place for food in Apri

Source: GfK + INCOMA Research, 2009



~Share of domestically produced™
products in Hungarian retail

Source: Foérian Zoltan: A magyarorszagi élelmiszerpiacon zajlé események hattere.
Agrar Europa Kft 2007. aug.




Rank of supermarketichains by turnoverin
Hungary, 2008

Turnover in billion
HUF

Tesco 148 602
CBA 3038 545
Coop k) 500
Spar 391 374,2
Real 2 310 348
Metro 13 262k
Auchan 11 2217
Lidl 164,7
Penny Market 1% 225
10. Cora 105,5

Food chain Number of shops

SOuoRislirll O Ol G R i

Source: GfK + INCOMA Research, 2009



Conclusions

Significant adjustment and change: visible developments

EU membership: great opportunity and overall positive
Impacts.

Significant diversity among countries.

Initial conditions and national policies had significant
Impacts.

Importance of FDI and enlarged markets.

Global crisis has both negative and positive
consequences.




WELCOME IN CENTRAL AND
EASTERN EUROPE!
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