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TURKlSH ADOP110N OF THE CAP 

45.7 Derivation of 1995 world prices ( cif Istanbul) 

Identifying the 1995 world prices po sed very serious problems. ·The re are no global 

econometric models which can produce forecasts for the long list of agricultural products which 

are included in TEAM. A number of forecasts is made for aggregated groups of products, 

most notably by the World Bank through its fareeasting department. These have been utilised 

wherever they directly apply ( eg, for the major commodities such as wheat, beef, rice, tobacco, 

cotton). However, this leaves many products for which there are no published 1995 forecasts. 

The approach taken was to apply to these products the same perCentage change in prices 

between 1988 and 1995 as applied to a matched 'model' product for which World Bank 

forecasts do exist. Thus for all fruit and vegetables, the same percentage change in prices 

between 1985 and 1995 as identified in the World Bank forecasts for oranges has been used. 

Whilst this may be unsatisfactory, there seems to be no other appropriate and applicable 

method for this exercise. Armed with these price assumptions for policy prices and exogenous 

world prices, together with the detailed understanding of how each support regime operates, 

the next task was to certify the existing Turkish agricultural seetar model to incorporate the 

workings of the CAP. An indication of what w as involved is given in C hapter 5. 
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5 Modelling the effects of the CAP on Turkey 

5.1lntroductioı.ı 

5.1.1 T'.ae modeliing task and approaclı 

Chaptc; 4 sets out the details of the CAP regimes that Turkey will ha'<C to adopı. by the 
completi'.'il of ac,.;ession ıo the EC together with wı explanation of the process of genem_ting 
prices that ',-.'1_)1Jld facc Turkish farmers if this W(:rC to occur ln 1995. Anal./sing the effecis of 
accessian lnv~;:ved the modeliing of the Turkish farm sectc.; with the parüal or total rerrıf<'-'3.1 
of current TLtrkish suppor, syst~ms and their rep!,acement with the C/1.'f r1:-f~imes op~~n-.ı.cd 
witl:ıin the EC. 

The detaikı-1 appı:oach to moddling is set out in this chapter ı.s followo,: 

first, tb.:~ met!ıod of represcrıtiııg the coınmoı: _market oıganisa!i<.ın [,_}.'" "i!Ch CA? 
pmdı;ct is shown using standard ıt!Odels of supply and demand in wbat are known a~ 
r..-utial e:ı<dlibri.um diagraros; 

S(.cond, thc;re i~ a d~)scription of TEAJv;, the Turkish Furopecın A;;;ı .·ull,.ıral Modci. 

5.:J.J Typcı, of iı:ıı:erve:;tion bef;)re and <>.fü;r actession 

The diffcreııt kimls ;ıf policy instnımen.'~ used currcntly in '!\ırb:oy and the :;.C ;_,, iatervcne in 
agl'iculturalnıarkeı.:· C<'.O be sumrnaris.cd <ıs: 

I\IL:ırkct i<.:.terventicn J.n. T•.ırkey outside the 
EC 

T;:kish ;>:;d,orl prices 
~LDUt snhsidi.~s 

T~·"cle hl.\:t~s/rdunds 
Ttiı'.\t rGstrictio<ts_/'{U·):a•; 
Exch3.ng-:: rate rcginıts 

Market intervention in Turkey w(thin the 
EC 

EC sııpporl prkc~ 
Prodııcer/processor aids 
lınp,lrt kvü;s and export taxcs/rdu <s 
Market festrictioas/q~:Clas 
EquiEbriurıı 1;;-;changc raı:c 

H i:; ap;}:~rcnı froı:;ı this list thıt~ thcre is wme swıilailty ir~ th~ rıature of the app:·oach to 
üı.ıervention ,,,: curn:.atly operate(: ie agr:· ;ıltı..u·,,: ;;\:n~J:ts iı1 Tı,;rke;· ,'_:'Id t:ıt EC. -ı·urkish 
adoption of (ı<:: C!ıP regimes wiU, howcvcr, iı;vch·e changes in the ın<.\gn;;-,ı;_ie 'ı:·,.,; initiı.l 
firnncing of th\: inr-:::I'Cntior: wsts. 

Agr\i..:ultura! stıjWCrt prices and public procı,Herw~nE in T;ırkey 1dl be rcpi<.ı(.C.:d <.v[tL EC 
in(ı_;r;enÜOi; prir~s ,,nd purchasu;. T:ırkish pubii_c P'"curcmcnt is currently. fir:an~cd th\;\.~~;h 
~he &mwstic bud~;e1:; EC inte;vcntion is uiliınatdy i'iı~.ıınccd from ılıe ~mdgct of lhc \'o'lımuail)'· 

~H both ş.ystvıı.s, w.ppFes reınoved from the nı<ıJ."kct rmı.y b~ u:amJornıed or dcstroycd. sold 1)fl[\, 

foreign m:-nkets r;r r::::!eıısed b<'.ck Ot:ıto the doınes~_ic rr:;;ırket aftcr « period of storagc. 

Cu;-reı-.tly ·ı-~ukiı:.h ;nput subsidir·.:; are pui~l on fcrtilisers, ft:cl, water and sı.:cds with re:'ulting 
rcductions in prodtı(•iiotl costs. Arter aı:-,.::essbıı -ııerc wil\ be ıtü direct input s.ubsidic-'> of this 
kird ah.hough. for cc:rtain products (eg., durum \Vheal, oilsc;cds and ~on,e pr(ır.essed_ fr~_it ar.d 
'·.:gctablcs) tlıerc will be producer and processor aids available. Produceı aıds are pa ıd oııc<.:tly 
:,) ~farnKr·;, a:ıd proccssor aids are passed on via the first buyers of <tg:·icultu~al producc. 
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Trade a.rrangements after accessian will involve the adeption of the EC's systems of border 
protection such as variable im port levies or minimum import prices together with the provision 
of export refunds for same products (see Chapter 4). Trade patterns Mll alter such that 
imports from EC countries will be levyjtariff free while imports from third countries wili be 
subject to such charg0s. The revenııe raised by import charges will no langer accrue to Turkey 
after accessian but will belong to the common EC budget. Jn a similar fashion, Turkish exports 
to the EC willno larıger face trade barriers and there will be the comman fınancing of export 
refunds on exports outside the Community from the EC budgeL 

Same products will no longer be subject ed to domestic or foreign trade quota restrictions once 
Turkey adapts the CAP w hile others will c ome under the EC systems of production quotas ( eg, 
milk and sugar). 

Foreign exchange arrangements are an indirect intervention in the agricuitural seetar but have 
an important infinence through trade. Removal of foreign exchange controls by Turkey and the 
resniting changes in exchange rat es are likely to lead to a devaination of the Turkish Lire and 
a consequent boost in export prices and quantities. 

5.1.3 Modelljng tjpes of intervention: partial equilibrium analysis 

The markets for individual products ca~ be represented in a static, supply and demand model 
(eg, see simpli.fied examples for cereals and oilsecds regirnes within the CAP in Chapter 4). 
The ana!ysis is partial in that it does not bring in changes occurring beyand the sdected market 
but it allows quantification of the distributional impacts of intervention in the domestic market 
togetlıer 'Ni.th foreign trade effects. 

In its simplest fonu (Figure 5.1), a partial equilibrium model shows equilibrium between 
domestic supply and demand in a situation of no intervention and no foreign trade. DD is the 
domestic demand for an agricultural product in its raw fomı and SS is domestic supply. Market 
equilibrium gives domestic prodııction and consumption of Ql with price of Pl. Conventional 
economic theory identifies the area CS as a quantifiable indication of net consumer benefit or 
'consumer surplus' that results from consumption of quantity Ql at price PL Likewisc, the net 
benefit to the producer, or 'producer surplus' resulring from selling Q1 at p:ı1ce Pl can be 
quantified by measuring the area PS. The total net benefit shared by consumers aud produccrs 
at equilibrium is the sum of areas CS and PS. When the basic model is modified by introducing 
tı:ade and/or govemment intervention, measurement of the resulting changes in CS and PS 
provides a means of quantifying the impact of these changes for Turkish consumers and 
producers. 

In sections 5.2 and 5.3 below, models of Turkish agriculture before and after accessian are 
deseribed with rhe aid of a selection of the simpler modifications from the basic model. 
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Figure 5.1: No intervention and no trade 

Figuı:e 5.3: Before aç..cessioıı with exports at 
price px aud input suhsidies 
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Figuıe 5.2: Before accession: supply is shifted down 
by an input subsidy 

~=:-··-~sl 
___ ·:c-..,~~ ı 

~/r ,?" '-

' .. 

, 

Figure5.4: Beforc accessiou: publi~ ~rocurement 
at pf, export:;. at px and input substdıcs 

Figurc 5.5 Before accession: imports witlı 
input subsidies 
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S.f Modeliing Turkish agriculture: before accessian 

5.2.1 Introduction 

FoUowing the explanation above, in the current situarian prior to accession, the required 
modifications to the basic market model include: an allowance for input subsidies, exports, 
public procurernent and imports. 

5.22 Modifıcations to the basic model: input subsidies 

Provision of an input subsidy will result in a reduction of the unir cost of production of a given 
product. In Figure 5.2, the eff~ct of a cost reduction of IS per unit is to shift the domestic 
supply from SS to SS'. This changes the equilibrium levels of quantity and pr!ce to Q2 and P2 
with resulting changes in both consumer and producer surplus. · 

5.2.3 Modifications to the basic model: exports 

If the product can be exported at price px (Figure 5.3), then it may be possible to export a 
certain quantity (qx) at that price. This modifies the demand in the model such that there is 
a •step' representing export demand while the conventional downward sloping part continues 
to deseribe domestic demand. The 'step' length has to be limited in the model based on 
administerd limitations ( eg, EC intervention) or judgement regarding reasonable capacity of the 
EC or world markets to absor~ Turkish exports. 

Once again, the interaction between demand and supply gives the new equilibrium. If input 
subsidies are included, then demand and supply will be given by DD' and SS' with equilibrium 
at P3Q3. 

5.2.4 Modifications to the basic model: public procuremcnt 

If, in addition to input subsidies and exports, there is a system of support huying at price pf 
(Figure 5.4), then this will provide a further element of demand for the product. If a quantity 
qf canbesold in this way, thenan additional'step' is introduced into the demand function DD'. 
Now equilibrium \vİU be at p4q4. Consumer surplus will be the area bounded by DD' 
(including the.steps qx and qf), the price line (P4) and the price axis (P). Producer surplus will 
be the triangle bounded by SS', p4 and P. 

5.25 Modifications to the basic model: imports 

Figure 5.5 modifies the basic model (after allowing for the input subsidies) by opening up the 
Turkish economy to agricultural imports. Domestic supply is DD' and equilibrium would occur 
at price p2 without importation. If a quantity of imports, qm are available at the lower price 
pm, then the supply function becomes stepped along SS"; interaction with dom6stic demand, 
DD, results in a new equilibrium at p5q5. 

5.3 Modeliing Turkish agriculture: aftcr accessian 

5.3.1 Introduction 

Following accession, Turkish policy instruments are replaced by CAP instruments. Thus the 
modifications to the basic model include allowances for production/processor aids, intervention, 
exports to the EC, exports to the rest of the world (ROW), imports from the EC and imports 
from the ROW. 
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53.2 Modifications to the basic model: production and processor aids 

Figure 5.6 shows how the basic model is modified for those p;od_ucts re'7i-:tng ~ither produce;~ 
·ds The aid whether provided directly or ındırectly, ıs ın e ect a per um 

or ~;~ce~::; u~ which is' conventionally represented as a down:vard shift of the supply 
sfunub . y • f p SS to SS' Thus equilibrium changes from the basıc model plql to p6q6. ctıon ıe, rom . , 

5.3.3 Modification to the basic ~odel: intervention and exports to the EC and ROW 

Figure 5.7 is a composite model showing the the situation where there are four categories of 

demand for Turkish output: 

ı. EC intervention; 
2. exports to other EC countries; 
3. exports to the rest of the world (ROW); 
4. domestic (ie1 Turkish) demand. 

Equilibrium price is determined by the intersection of the comple~ stepped ddemand clıurvet •,~ 
od ·· · g a producer aıd such as urum w ea • 

the domestic supply curve. For a p_r :~ receı~S' Tb equilibrium price (nıarginal) and 
would be the basıc supply curve shifte . own .to l • ~· • d awn Tbic; would mean that 
total quantity would be p7 and q7 as this parucu ar examp e ıs r · 
total domestically produced supply ( q7) is disposed of as follows: 

ı. ef is sold into EC inteıvention at price pef; 
2. ex is exported to other EC countries at pex; . 
3. a proportion ofwx is exported to worldmarketsat pwx; 1 . d t'c demand 
4. the sum of the three quantities represented byTthhe dı~wn v~:a og~mp~ceo~e:~ed by the 

ftınction ( a +b+ c ), is sold in Turkey at pwx. us e a . 
Turkish producer would be a weighted average of these three pnces. 

The equilibrium could, of course, occur at any point down tfıe demand function depemiing on 

the position of the domestic supply. f bift due to producer subsidies. 
ftinction. This in turn depends partly on the extent o any s 
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Figure 5.6: After accession: production and processor aids 
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Figure 5.7: After accession: Intervention, exports to EC, exports to rest of the world and 
producerjprocessor aids 
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Figure 5.8: After accession: imports from EC and rest of the world 
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THE MODEL 

5.3.4 Modificalions to the basic model: imports 

Representing a siı:uatioo of Turkey importing agricultural products once inside the EC is 
demonstrated in Figure 5.8. With Turkish supply given by SS', Turkish demand İ!:i supplied 
from three possible sources: 

1. em is imported from other EC countries at price pem; 
2. wın is purchased from world markets at price pwm; 
3. the sum of the three quantities represented by the upward- sloping supply function ( a +b 

+c ) is supplied by domestic producers. 

Once again, the cquilibrium position, balance amongst the three sources and the consıııner 
price, depends on the precise position of the supply and demand furıctions. 

5.3.5 Summary of partial equmbrium models 

Mauipulaling these basic models allows the formal representation of the wholt~ range of 
products covered in the study (see Chapter 4) although the examples given above do not apply 
in the same way to all products. Given the framework of partiai eui:ibriı.ım analysis as 
explained abO'te, other likely impacts of accessian were incorporated into the models. Thcse 
include demand shifts to account for expected ineome changes folloı.ving accession, supp!y shifts 
in the case of wage rate. changes and boıh demand and supply shifts in the case of exchange 
rate changes. 

While each model reflects the impacts of accessian for a single product in isolation from the 
rest of agı"iculture and the rest of the economy, the overall modeliing process adopted 
incorporates the input- output interactions amongst all products studied. 

5.4 Turkish European agricultural model (TEAM) 

5.4.1lutroduction 

TEAM was the model used to asscss the impact of EC !ccession and Turkish adoption of the 
CAP and is a mathematical programıning seetar modeL It was cmployed first to slmulate the 
agricultural resource use, production, consumption, trade and prices in Turkey in the base year, 
1988 (see Figure 5.9). The model's simulated results were then compared with those actually 
observed in the base year for calibration and validation purposes. Due to the unique feature 
on non -linear cost parameters which are estimated endogenously in the model, the traditional 
valiciation and calibration mehtiods are not applicable to TEAM. The exact calibration of the 
model is guaranteed by the non -linear cost parameters. The validation of the model is 
performed in two ways. First, the non- liııear cost parameters estimated for the 1979 - 88 
period and in tenns of projectability into the future. Second, most model simu!ations (1979-
86) ıue employed to project the base year employed in the model, 1988. 

5.4.2 Turkish accessian - 1988 

Oııce calibrated and validated, the model was modified by removing the elements of Turkish 
agricultural policy and substituting the various regimes operated under the CAP. The simulated 
resource use, 'production,consumption, trade, price and intervention quantities were compared 
to the base magnitudes to analyse what would have been the impact of accesion if Turkey had 
hecome c. full EC member state in 1988 with all CAP regimes instantly and fully app!ied. 
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5.4.3 Turkish accessinn - 1995 

The next stage of the simulations addressed a more realistic question, namely the impact of 
accessian in 1995. This entailed the projection to 1995 of the foliowing parameters for 
incorporation into TEAM in order to simulate Turkish agriculture in 1995 ow:side ı:he EC: 
resource endowments, resource costs, trade prices and limits and consumer demand. To see 
the effect of accessian in 1995, it was then necessary to project the follo--ving EC parameters 
for TEAM: EC support prices and market prices, World prices, quotas, producer/processor 
aids and the operation of CAP regimes. Comparing the results of the two 1995 shnulations gives 
a more realistic idea of the likely impact of accession. 

5.4.4 Operation and compcneııts of TEAM 

TEAM is an aptİmising model covering the whole of the Turkish agricultural sector. It is a 
mathematical programıning model which operates by maximising the sıım of consumer and 
producer surplus. Thus the welfare of consumers and producers, which often conflict, are 
candiclered in the model's objective function. 

For each product covered, an exogeııous, linear demand fuııction is spccified. In addition, the 
domestic demand is augmented witlı foreign demand, spccified as EC plus that from the rest 
of the world, and intervention possibilities. 

For each product the domestic supply function is endogenous in the model and deterrnined by 
the costs of production which ineJude the opportunity costs internally generated by the model. 
Domestic supply is also augmented by foreign supply, specified as EC plus rest- of- the-
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world supply. Optimaliry in the model entails equality of total utilisation and total availability 
for all commodities. 

The core of the model consists of production (in put- output) activities and resource 
constraints. The input- output coefficients for single and rotation activities as well as the 
resource endowments such as labour, land, animal stock, and tractors are specified exogenoıısly, 
while some inputs such as feed, seed and animal power are produced endogenously in the 
model. 

The model consists of three interlinked sub - sectors, namely, annual crops, perrenial crops and 
livestock. These sub - sectors are linked via inputs and outputs. The livestock seeter uses as 
input, the output and by- products of crop production as feed, and yields animal power as an 
input to both annual and tree products. The model is given a choice of two production 
techniques, animal or mecbanised, and can assign any combination of weights to these two 
tecbniques to produce a given product depending on the optimal allocation of resources guided 
by the objective function. 

Tab le 5.1 gives a summary of model statistics regarding numbers of inputs, products, activities 
and model size. 

Table 5.1: TEAM statistics 

Peaturc Size 

:Vfodc! size 180 X 761 

~umbcr of !inear variables 638 

:'\umtıer of non -Jinear ~-ariab!es 123 

~unıber of equaıions 160 

~umbcr of producıs 

Fina! products 66 

Annual 27 

Pcrcnial 19 

Uvcsıock 20 

Intermcdiate producıs 19 

~umbcr of activities ıso 

~umber of inpuıs 65 

Labour 4 

Traçıor 4 

Animal power 4 

Feed 6 (26) 

Sud 24 

Capital 15 

L<md 8 

Feniliser 2 
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6.1 How to read and interpret the results 

Assessing the likely iınpact of . . a new economıc p r. · f . . . exercıse concerned v.-ith the f t _, I . o ıcy ıs raught wıth dıfficulties. It is an 
u ure. t ıs thcreforc based 0 · 

the new policy, the policy which would have a . '. n assumptıons about three matters: 
changes which vtill take I . . pp!ıed ın the absence of the new policy and the 

P ace ırrcspectıve of r . I . ' coınplication. The new policy· to b I d po ıcy. n thıs study there is a further 
. . e ana yse , Tıırkey's ado t' f h , . 

two poınts ın time, 1988 and 1995 Th fi . p ıon o t e CAP, ıs examined at 

d 
. . · e ırst date was chosen a. th 

ata ıs avaılable, it is thcrefore st t.. . ll s e most recent for which full 
a ıstıca y well founded Th 

date before \vhich Turkish a .· . - . · e second date represents a future 
. . ( ccessıon ıs un!tkely and t f . statıstıcal basis for the m d 

11
. . ye not so ar ınto the future that the 

0 e ıng ıs unsound Cha t 4 d . 
about the economic circumstances in wh' l h. T k~ er . esenbes the detailed assumptions 

h
, ıc 1 t e ur ısh agrıcult i ı f . . 
ave to operate if she ı'oined . h ura an< ood ındustrıes would 

. on eıt cr of these dates B contınue to be general eco . . · etween 1988 and 1995 there will 
nomıc gro\vth whıch wiH s · 1 . 

fa rm products. There \Vill alsa b f l tım u ate ıncreased consumption of ınany 
( e urt ıer tcchno!ag· ı . . 

development of the resource b . ıca progress ın agnculture and furtlıer 
' ase, partıcularly of ir i t d ı d . 

productivity of the agricultural sect Tb . r ga e an , which will enhance the 
· or. e assumptıons co · h 

the assumptions abom the contı'ııııed ['b ı· . ncernıng t ese changes, together with 
. ı eraısatıonofTuk' h · i . ın Chapter 5. r ıs agncu tura! pohcy are deseribed 

Thus, all the i resu ts to be summarised and disc ıs d . . 
assumptions ma de. Becaus th t se ın~ thıs chapter are conditional on the 

. e ese results are produced b possıble to discover the effect f k' . Y a computer model ic would be 
I d s 0 ma ıng dıfferent assumptions ab f 
n ecd, an im portant part of th b . f f h. out any o the above factors. 

. e rıe o t ıs study was to e h · . provıded with the means and t . • ' ' nsure t at 1 urkısh officials were 
ramıng necessary to reco t h dıanging circumstances. ınpu e t e results in the light of 

In tedmical jargon, the analytical procedure use . . 
refers to the fact that onlv the d' l'f d ıs partıal and .comparative static. 'Partial' 

h 
- ırect e ects on the agricultural h 

ere. In reality, meınbership of the EC ··rı ff economy ave been estimated 
\\-ı a ect all sectors of th T · . 

new competitive rclationship f f· . e econoıny. !us wıll set up 
· s or actors of productıon bet '· . . advanıaged and will be bette bl b'd \\een sectors. Soıne seeters wil! be 

. r a e to 1 for resources othe 'll d 
It ıs aba expected that ther . Id b ·' rs \\ı un ergo relative decline. 

e wou e a general boost t ıh 
allocaiion of resources and the b fi f o e econoıny through a beıter 

ene ıts o scale econoınies h. d b 
larger market. Nonc of ıh . ' ac ıeve Y operating in a much 

c ınter- sectora! effccts have bee 1 . d , · 
exogenous general 'ineome effect' of EC b . n ana yse , and only a cnıde 

mem ershıp has been incorporated. 

'Comparative static' refers to the mode of anah.-sis in \, . . . 
and witlıout a poliC)' change . tl. - . \hıch two sıtuatıons are coınpared with 

' ın ııs case, meınbershıp of tlı CAP h 
to ho!d all other \·ariables constant so that the effe e . . T e comparison thus tries 
from all other sourccs of cha g . . ct of the polıcy change can be distinguished 

• 11 e ın economıc variables Th, t· ı· 
to the fa ct that no aııcntion is focused . . e s a ıc naturc of the ana!ysis refers 

. on the process of adaptation to the new policy. The 
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comparison is between the base and the new situation after the change and after all economic 

agents have completely adjusted to the new policy. In reality there are two elements of 

dynamism which are ignored by this ınode of analysis. First, the adoption of the CAP wiU not 

be an instantaneous process. New members are general!y offered a transirianal period during 

which the existing methods of support are disınantled and the new meıisures and prices 

gradually applied. This accesionary period usually spans many years, 5 in the case of the UK 
and 10 for Spain and Portugal. The second dynamic element is that producers, ıraders and 

consumers generally take time to perceive and respond to changes in ecouomic signals. Tlıus 
the proccsses of investment, reallocating resources and changing consumption patterns i1:. the 

face of new price relationships and ineome levels all take time, perh<!pS several years, to work 

out. The analysis reported here ass um es full adoption of the CAP ( cither in 1.988 or 1995) on 

the first day of the year in question and full adaptation to the new circuınstances by the end 

of the year. Thus the large impacts discussed below will, in reality, not all appear in the first 

year of membersbip but would be manifest over a much langer period. In short, the results 

deseribed show the effects of instant and full adoption of all the support re_gimes in the CAP 
in the year indicated, and iuımediate and full adjustment of Turkish farmı.:-rs, traders and 

consunıers to this policy. 

A fiual word of qualification before presenting the results concems the nature of policy making 

itself in the EC. By becoming a meınber of the Community, Turkey will of course have the full 

rights and obligations of any other member. This includes participation in the continual process 

of decision making for the Comman Agricultural Policy. The CAP is not a fixed set of policies 

but is a continually changing set of compromises reached between the partidpating members. 

As it will be seen below, many features of the present CAP were not defıned with a country 

of the size and characteristics of Turkey in mind. Both the negotiations for accessian and 

subsequent Turkish participation in the agricultural decision making once she becomes a 
member would undoubtedly affect the decisions reached, th~reby moulding the CAP more to 

her benefit. In what follows, with one exception in the case of oilseeds and certain other 

processed products, very little allowance has been made for these interactive effects. The 

analysis shows the effects of the CAP as it is currently constituted and not as it miglıt be with 

the interaction of Turkish negotiators. The nature of the influence of Turkey on the CAP is 

considered in Chapter 8. 

These results are therefore not forecasts of what Turkish agriculture would look like after full 

adoption of the CAP, but they are indications of the type and magnitude of impacts of 

subjecting Turkey' s agricultural seetar to a completely different set of price relationships and 

support arrangements. In what follows all prices and values are quoted in constant 1988 US 

dollars. The exchange rate between the dollar and ECU assumed was unity. 
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62 Overview of the ecooomic effects of the CAP 

In measuring the impacts of h · · . of two main g . . c angıııg po !ıcı es economists have devised indicators of the we!fare 
roups ın socıety producers · th. f th . . ' - ın ıs case armers, and consumers _ in thi 

e entıre popu!atıon because eve h . s case 
producer surnlus Th' . k' ryone eats. T e ındcator of producer welfare is called 

·r · ıs ısa ın to th net ineome of farm s f ll . paid for and · h er a ter a vanable factors have been 
and capital ~~~;;~etum to ;he fıxed factors in farming, the fanner and his family, his land 

benefit to ~nsumers a7:o~;ic~a:s~:~~i::t't:~e ois c~nsumer suıplus. _Th~ measures the 
extra worth of all · . . f pnces and consumptıoo ın terms of ılıe 

ıntra- margınal unıts consumed Th · are added to ether to cal ' . e unportance of these measures, which 
difficult to in~rpret but ~~~la~e totalfwelfare' ~ not_ their absolute value which is exıreme1y 

' c ıanges rom one sıtuatıon to anotlıer. 

~~e:r:::r;v:::ll o:er~~ri~ofa::lf~re which is ı_he ~um of e7onomic well being of consumers 
membe h. . d 1 d . p o membershıp ın 1988 ıs an improvement of 18% If 

rs ıp ıs e aye untıl 1995 the co d' f · meaning of these ch ' rrespon ıng wel are improvement is 24%. The full 
. anges may be seen from the absolute welfare indicators shown below:. 

Table 6.1 Overall welfare effects of the CAP 

Billion dollars Oıange% Index1988=100 

!988 

1995 

Turkey out of EC 

Turkey in EC 

Turkey out of EC 

Tllrkey in EC 

29.9 

35.4 18 

47.3 

58.6 24 

Compared to the base situation, that is Turkey outside the EC in 19oo th" eco o . ff f 
membe h· · 1995 · · 

00
• " n ıuıc e ect o 

rs ıp m ıs an ıncrease in well being of 99% ie from $30 b'lli • . . 
However, of this increase 58% · h f ' ' . 

1 
on \O $60 bıllıoıı. 

between 1988 and 1995 ' . "' ıs t e e fecı of the expected economıc growılı in Turkey 

agricultural resources and ~~:~~:ı the Co_mmu~ity a~d the effects of the improvements in 

S al 
. . ogy durıng thıs perıod. These figures seıve to illustrate the 

ever compansons whıdı can b d . d. . Th h h e ma e to ın ıcate the ımpact of membership of the CAP 
roug out t e presentation of all the results it is possible to make four Comparisons: . 

A. Description 
Comparison 

Example 

B. Description 

Comparison 

Example 

The cffccts of mcmbcrship 'now'. 

1988 'in' and 1988 'out' of the EC. 
$29.9bn !O $35.4bn, an 18% change. 

The effects of membership in the 'future'. 

1995 'in' and 1995 'out' of the EC. 
$47.3bn to $58.6bn, a 24% change. 

62 

!00 

llS 

!58 

199 

C. Description 

Exampk 

D. Description 

Comparison 

Example 

The effect of future membership compared to now. 

Comparison 1995 'in' and 1988 'out'. 

$58.6bn to $29.9bn, a 99% change. 

The future changes outside the EC. 
1995 'out' arıd 1988 'out' of the EC. 
$47 3bn and $29.9bn, a 58% dıaı.ıge. 

DiE RESLiLTS 

These i.ndlcato:rs of overalt welfare mea~ure the economic beııefits of eaclı set of circumstances 

to farmen~ and conımıners. It is possiblc to partition the total cffects into ~li.e impacts o;;. each 

of these two groups. This is do:ıç in Table 6.2 below. 

Tabie 6:2.: Economic effects of member5.ı"'-ıip on. faımers and cousı:ımers 

Billion Change In deK 

<.ioll•ns % 19BS=1CXJ 

FauacTh 1988 Turkey out of EC 6.4 !00 

Tu;·key in the EC 13.2 !>S ?.06 

1995 Turkey ouı of EC 105 164 

T"'k'Y lo tM cC 15.0 42 133 

ıoo 

1988 Turkey out of EC 

Turkey in the EC 22.2 -6 94 

!995 Turkey out of EC 36.8 

Turkey in the EC • 43.6 19 ıs·1 

The results a.re strikiııg but not unexpccted. The Commen Agricultural Policy compri:;es aset 

of me<\sures desigued to provide protection and :;upport to farmcrs. !t would be unusual jf 

farmers therefore dici not benefit. The figui·es show that farmers would gain in welfare by 

106% through members~p now. However if membership is delayed until 1995 ıhese benefits 

fall to an impruvenıent of 42%. The index nuınbers show that compan::d to the preseııt, 
membcrship in 1995 improves the position of farmers by a thir.d. These figures, technically, are 

an indicator of net income. It will be shown below that a more direct measure of ineome show 

tlıat these figure.s give an exaggerated impression of the advatages to Turkish farmers of the 

CAP. 

As far as consumers are concerned, membershlp now would be an undeslrable event. The 

economic well being of consumers actually falls by 6%. This is not a surprising result. Joining 

an organisation which systematically raises the prices of food at the fann level is bound to be 

seen as a disadvantage by consumers. By delaying entry until 1995 this pain to consumers is 

eliminated. The smaller disparity between Turkish and EC prices in 1995, and the interveııing 
econonUc growth ensure that consumer welfare is not only higher in 1995, but it actually rises 

upon accession to the EC by some 19%. All these figures are based on the economic concept 

of consuıner surplus. This is a device used to indicate the benefıts to consumers of being able 
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to purcbase more at tower prices or the costs they suffer if less is purchased at higher prices. 
It is not a perfect measure, but none other is better. 

In the summary in Table 6.1 the benefits to farmers and consumers were added to fınd an 

overall measure of welfare to society. This follows the conventional approach to such analyses, 

but it does imply that the marginal benefit of one dallar is the same botb to fanners and 

consumers. Based on these welfare calculations, Turkey benefits from membership of the CAP 

by between one fifth and one quarter in overall welfare. However, farmers wiii gain 

considerable more from early membership and consumers do better if membershlp is delayed. 

Figure 6.1 and Tabfes 6.3 to 6.5 show the overall effects of the CAP on production volume and 

value, consumption volume and values, the value of trade and on the average leve1 of producer 

prices. In each case, the results are shown for both 1988 and 1995, outside and inside the 
Community. 

Figure 6.1 shows that membership in 1988 would have boosted the value of production by 36% 

and food expenditure by 21%. The effects of future membership are very mu ch smaller, only 

a 3% rise for production and less that half a percentage point rise for consumption. This is 

due to two factors. First, as referred to in Chapter 4 above, it is expected that the degree of 

protectionism in the EC will be much lower by 1995 as EC and world market prices converge. 

Second, the liberalisation of Turkish agriculture which is taking place in advance of membership 

together with the changes in technology and resources, imply a large growth in agricultural 

output and food consumption. Thus, most of the very large effects on production and 

consumption inside the EC compared to the base situation are due to the changes which will 
take place before Turkey joins the EC 

Table 6.3 compares these figures on the value of production and consumption with the 

corresponding figures for the volume of output and consumption. The changes in volume are 

very much sınaller than for total value. Most of the value changes are thus accounted for by 

the changes in price. This table alsa shows again how the changes which may take place 

outside the EC before Turkey joins may dwarf the effects of membership itself. Thus 

production volum e increases 3% with present membership and 6% with future membership (the 

table sbows indicesbased on 1988= 100 tbus 139/131 isa 6% increase). Consumption volume 
increases 4% now, and only 3% later. 
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ı<\~:::,>"Uı:e 6.1 Effect of CAP on the value of Turkish productioı.ı, consuroptioo and average 

prodı.ı.cer prices {1988, 1995) 
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