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Teagasc project team: Dr Kevin Hanrahan
Mr Trevor Donnellan

External collaborators: Universität für Bodenkultur Wien (BOKU), Austria (Martin Kniepert)
Université Catholique de Louvain La Neuve, Unitè d'Economie Rurale (UCL),
Belgium (Henrich Brunke, Bruno Henry de Frahan)
Institute of Agricultural Economics (IEABG), University of National and World
Economy (UNWE), Bulgaria (Nedka Ivanova, Mariya Peneva)
Institute of Agricultural Economics and Information (UZEI), Czech Republic
(Ivan Folytn, Jan Kubát)
Institute of Food and Resource Economics (FØI), Denmark (Jørgen Dejgaard
Jensen)
Estonian University of Life Sciences (EMU), Estonia (Mati Sepp, Tõnu Akkel)
Agri Food Research Finland (MTT), Finland (Jyrki Niemi, Lauri Kettunen)
Institut National de la Recherche Agronomique (INRA), France, (Frédéric
Chantreuil)
Joahann Henrich von Thünen-Institute (vTI), Institute of Market Analysis and
Agricultural Trade Policy, Germany (Petra Salamon, Michael Heiden, Oliver
von Ledebur)
Corvinus University of Budapest, Department of Agricultural Economics and
Rural Development (CUB), Hungary (Tibor Ferenczi, Tibor Varga)
Università Politecnica delle Marche, Dipartimento di Economia (UNIVPM), Italy
(Roberto Esposti, Andrea Bonfiglio, Antonello Lobianco)
Latvian State Institute of Agrarian Economics (LSIAE), Latvia (Guna Salputra,
Andris Miglavs)
Lithuanian Institute of Agrarian Economics (LAEI), Lithuania (William H.
Meyers, Irena Krisciukaitiene, Aiste Galnaityte, Andrej Jedik, Salomeja
Andrikiene)
Warsaw University of Live Sciences (SGGW), Poland (Mariusz Hamulczuk,
Stanislaw Stanko, Katarzyna Kowalska, Sylwia Krawczynska)
Universidade Nova de Lisboa, Faculdade de Economia (UNL), Portugal
(Fernando Brito Soares, Tiago Silva Vieira)
Institute of Agricultural Economics (IEARO), Romania (Camelia Gavrilescu,
Cristian Kevorchian)
Slovak Agricultural University (SAU), Slovakia (Pavel Ciaian, Jan Pokrivcak).
University of Ljubljana, Biotechnical faculty (LJUB), Slovenia (Stane Kavčič,
Darja Regoršek, Emil Erjavec).
Centro de Investigación y Tecnología Agroalimentaria de Aragón (CITA), Spain
(Azucena Gracia, Tiziana De Magistris)
Agricultural Economics Research Institute (LEI), The Netherlands (Myrna van
Leeuwen, Andrzej Tabeau).
Queen’s University of Belfast, Department of Agricultural & Food Economics
(QUB), United Kingdom (Ziping Wu)

1. Project background:
Agricultural policy remains a key determinant of agricultural production in Ireland and the EU. Agricultural
policy in Ireland and the EU is largely synonymous with the European Union’s (EU) Common Agricultural
Policy (CAP). Since the 2003 CAP reform (commonly known as the Fischler reforms) the CAP has become
increasingly heterogeneous in its implementation across the EU. The expansion of the EU in 2004 and 2007
added to this heterogeneity, since the single payment system (SPS) that operates in the EU15 member
states in general is not applied in those member states that acceded to the EU in 2004 and 2007 (they apply
what is known as the simplifies area payments system of SAPS).

Nevertheless, despite the increased heterogeneity of policy, policy reforms are still determined at an EU
level. Given the absence of barriers to trade within the EU what happens in response to a policy change in
one member state can affect the market prices of agricultural production in another member state. These two
pan-European dimensions of EU agricultural policy and its implementation at member state level called for
the development of a policy analysis tool capable of analysing the impact of changes in agricultural policy at
the individual member state and aggregate EU levels.
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The research conducted in this project, in developing such a EU agricultural policy modelling tool, built on
earlier research projects that were supported by the EU 5th Framework Programme (FP5 QLRT-2000-
00473) and research contracts from the European Commission Joint Research Centre’s Institute for
Prospective and Technological Studies (DG JRC-IPTS).

2. Questions addressed by the project:
 Can a partial equilibrium, non-spatial, economic model of the EU27 and eastern European

agricultural commodity markets be developed through a collaborative project involving economists
from across the EU?

 Can the model developed be used to generate baseline (no policy change) projections for EU
agricultural commodity markets?

 Can the model developed be used to analyse the impact of the CAP Health Check reform of 2008?
 Can the model developed be used to analyse the impact of changes to the CAP envisaged for the

period 2014-2020?

3. The experimental studies:
The research project was broken into 5 principal phases:

 The development of the modeling structure for individual country models and for the EU27 model
 Database construction and development
 Estimation and validation of country models
 Solving of the European composite EU27 model and generation of baseline projections

 Simulation and analysis of alternative policy scenarios using the composite EU27 model

4. Main results:
 The development of a dynamic, multi-commodity, multi-country partial equilibrium agricultural

commodity market mode for the EU27 that incorporates current agricultural policy instruments
prevalent in each member state that is capable of generating baseline and scenario projections to a
ten year horizon.

 CAP Health Check analysis conducted using the model found that the recently agreed reform is
likely to have very little impact on agriculture across the EU. The agreement reached on the phasing
out of the EU milk quota represents the principal agricultural policy change agreed. The analysis
suggests that the increase in the rate of modulation agreed by the Council will have only very
modest impacts on agricultural production. The freedom to retain coupled suckler cow and ewe
premium under the terms of the CAP Health Check Agreement will limit the extent of any adjustment
in the cattle and sheep sectors.

 The second set of policy change scenarios analysed the impact of a mandatory move to national flat
area payment systems and the impact of the implementation of an EU wide flat area payment in
conjunction with the full decoupling of all remaining coupled policy instruments. The results suggest
that the retention of coupled payments continues to support agricultural production in the EU. The
introduction of an EU flat area payment leads to increased production in those member states with
lower direct payments per hectare than the EU average and declines in agricultural activity and
agricultural commodity production in those member states with above average direct payment
receipts per hectare. Under the EU flat rate scenario there are no dramatic changes in the pattern of
EU agricultural production.

 The third set of policy change scenarios were two EU Budgetary Review scenarios that examined
the commodity market impacts of policy changes that would significantly reduce the budgetary
resources devoted to CAP Pillar I measures. While these two scenario’s impacts are the largest of
the alternative CAP policies analysed the impacts on commodity markets and on agricultural output
prices are relatively modest. The greatest impacts, as anticipated by Bureau and Mahé in their 2008
paper, are on the specialised beef and sheep sectors.

5. Opportunity/Benefit:
The primary stakeholders for this research are the European Commission, Member State national
governments, the policy making community and research peers.

The results of the project have been presented at seminars in Brussels for the European Commission and at
academic seminars, workshops, symposia and conferences organised by the Agricultural Economics Society
of Ireland (AESI), Agricultural Economics Society (AES), European Association of Agricultural Economists
(EAAE) and the International Association of Agricultural Economists (IAAE).

http://dx.doi.org/10.1007/978-94-007-2291-0
http://dx.doi.org/10.1016/j.econmod.2011.02.007
http://purl.umn.edu/96778
http://purl.umn.edu/43655
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The model developed as part of this project will be used to conduct baseline and policy analysis relating to
the ongoing CAP +2013 reform process. The project has also contributed to the development of expertise
across the expanded EU in the economic analysis of agricultural commodity markets and has contributed to
the development of the agricultural economics community within the European Union.
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