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anlatacaklardir. Ayrica bu ¢alisma ile iigili hir Szet sizlere
dagitilimigtir. Toplantiva katilan siz defierli iiyelerin konu ile
ilgili ileri = slirecedi gériislerinin proje . sohuclarinin

gelistirilﬁesinde yardimcl olacagi inanc;ndaylm.
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1. The Common Agricultural Policy of the EC
1.1 EC agriculture and integraticn

The agricultural secter of the EC has heen treated
differently from other parts of the integrated EC aconony since
the establishment of the Community. While ‘wuch intervention in

industrial sectors in the original member states was based on

tariff protection with little direct domestic market manipulation

the situation in agricultural market was in stark contréét. Here
éll original six governments. intervened in their domestic
agricultural sectors to a high degrée in addition to providing
protection from import competitien. The particular problems of
agriculture éuch as unstable -and declining prices and poor
resource mobility, coupled with sustained and effective political
pressure, has made such intervention typical as economic growth
procaeds in develoéed countries. The Treaty of Rome recogaized
that these conditions would persist in an integrated Coémunity
and so reguires a common agricultural markat‘(Article i8) and &

commoen agricultural policy (Article 33%). These Articles of the

‘Treaty have provided the objectives of EC agricultural policy and

remain prominent in all current considerations of farm policies.
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ﬁowever, the way these objectives are to be achlieved, that is,
the policy instruments to.be used, are less clearly defined and
the_legislation ié permissive rather than mandatory; of the five
majbr objectives, the requirement.of'..incréasing the individual
eérnings of persons engaged in agriculture..‘has. :eceived the
-g:eatest attention and many'of the policy instruments déveicped
following the 1958 Stresa Conference on the formation of the CAP

reflect this.
1.2 Principles of the CAP

There are three guiding principles of the CAP:

a) unity of the market
b) community preference
¢} Financial solidarity

a} uUnity of the market refeps to the common market for
agricultural products and reguires free t?ade across inteérnal EC
porders steh that differences in prices reflect ‘short-term
differences in suppiy and demand conditioné or diffe;enceﬁ in
transport cgsts only. Thus, this\is the principle o©f common
agricultural prices intended to promote competition and lachieve
the advantages of efficient resourcé_alloéation in line with the

overall objectives of economic integration.

althiough existing in principle, common, agriculiural prices
have noi been the nérm in the EC since the late 1960s due to
?he"cemyliaations of the Communify's agrimonetary sﬁstem
which operates on diff@reht exchange rates rather than usual
narkat rates; This has persistently resulted inm zones with
significaﬁt‘ price diffarencesrand conseguantly the nesd to
prevent the development of an "artificial* trade in farm
products across internal borders by the sysiem of taxes and

subsidies called monetary compensalory amounts.

p) coemmunity preference providaes a margiﬁ of advantage for
BC ' farmers compared to suppliers from the world market. It
gives  protection against imports and has been the main way that

the Community has channelled funds to its farmevs.

ﬁethods of providing EC prefersnce vary according to tvpe
of ﬁroduct ang internationai' agreements. Iﬁstrumeﬁts
typicaily used.include tariffs (eg, beef some fruit and
vegetables), variable import levies (eg, "eersals, milk
‘praduct. sugar, beef) production and prbcassing aids (eq,
'oilseeds,- bulses, some processed fruit and végetablas) and

minimum import prices (eg, some fruit and vegetables).

¢) -Finzncial solidarity adopts the provision of Article 40
of the. Treaty of Rome for common Community funding of the'

common Market Organizations (CMCs} required for EC market policy
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and for Common financing of certain structural, or!

guidance’ , feasures.

Finapcing the EC is achieved through the svstem of 'own
resoufces' whareby the Community receives revenue autdmatically,
as o©of right, rather than as naticnal contributions. Under the
car, ths Eurépean.Agricultﬂraz Guidance and Guarantee Fund (EAGGE

or FEOGA}, provides finance for the policies: +the Guidance

gection for structural policies and the Guarantee section Ffor

action on prices.
2. Turkish European agricultural model {7TEAM}
2.1 Imntroduction

TEAM was the modsl used to agsess the impact of EC accession
and Turkish adoption of the CAP and is a mathematical programming
sector moéel. It was employed first to simulate the agricultural
resource.use, broduction,'consumption, trade and prices in Turkey
in the base year, 1988. The model's simuigted resglts were then
compared with thosa actually observed in the base. ygér for
calibration and validation purposes. Due to the unigue fsature on
non~ linear cos£ parameters which are estimaﬁed endogenougly in
the mbdel, the traditional validation and calibration methoﬁs are

not appiiceble +to TEAM. The eract calibration of the moﬂel is

guaranteed by the non~linear cost parametaers. ‘The validation of

the mnodel is performed in two ways, First, . the non-linear cost

12

Parameters estimated for the 1979-88 period and in terms of

Projectability into the fﬁture. Second, most model simulations

(1979-86) .are employed to project the hase yYear emploved in the
model, 1988,

2.2 Turkish accession - 1988

Once c¢alibrated and vaiidated, the model was modified by
reﬁoving the elements of Tprkish agricultural polic? and
substituting the various regimes operated under the: CAP. The
simulaﬁed resource use, production, consumption, trade, price and
intervention quantiﬁies were compared to the base magnitudes to
analyse ﬁhat would haye been the impact of accession if Turkey -
had bhecome a fuil EC nember state in 1988 with all cAP regimes

instantly and fully applied.
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Figure 1 TEAM simulatibns
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2.3 Turkish accession ~ 1895

The next stage of the simulations addressed = more'realistic
question, namely the impact of accession in 1995, this entailed
the projabtion to -1995 of the following parameters for

incorporation into TEAM in order to simulate Tﬁrkish agriculiure

Cdn 1995 cuteide the BC: rescurce ‘endowments, resourse costs,

trade prices and limits and consumer demand. To sez Lhe 2ffect of
acceésian in 19%5, it was then necessary to project the fclléwing
EC parameters Ffor TEAM: Eclsupport §riées and  mavksi prices.;
worid ﬁrides, uatas, producef/processor aids and the opsration
of Car regimes. Comparing the resgults of the two 1995 simdlations

gives a wore realistic idea of the likely impact of accession.’
2.4 Operation and components of TEAHM

TsAﬁ is an optimizing - model covering the whole of the
Turkish  agricultural sector. It is & matbematical programming
model which operates - by maximizing the sum of consumerA and
producer surylus.'-Thﬁs the welfare of cdnsumers and proeducers,
whiach often ccqfliat, are considered in the model's 6hjective

functicon.,

For each product covered, an exogenous, lingar  demand
funcetion ig specified. 1In addition, the domestic dewand is
augmented with foreign demand, specified as EC plus that frem the

rest of the world, and intervention possibilities.
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For éach product the domestic supply function is endoéenous
in the mcdel and determined by the costs of production which
include the opportunity costs internally generated by the model.
Domestic supply is also augmented by foreign supply, specified as
BC plus rest-of-the-world supply. Optimality in the model entails
equality of total utilization and total availability for all

commodities,

The core of mnodel consists of prodﬁction (input-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 sﬁock, and
tractors are specified exogenously, 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, perrennial cropé-and livestock. These sub-sectors
are linked via ihputs. The liﬁestock sectorfusés as dinput, the
output and by-products of crop production as feéd, and'*yields
animal power as an input to both annual and tree ﬁroﬁucts. The

‘model ié given a choice of twe production techniques, animal or
machanized, anﬁ caﬁ assign any combination of weights to ‘these
two techniques to produce ‘a given-produc; depending on ‘the

optimal allocation of resources guided by the objective function.

Table 1 gives a summary of model statistics

regarding
numbers of ipputs, products, activities and model size.
Table 1 : TEAM statistics
Feature ’ ' ' Size
Model size , ) : . 180x 761
Number of linc.lax variables - N 638
Number of non - linear varizbles ‘ . 123
Nymbcr of equations ’ 160
Number of products
Final 'produc:s . . . X &6
Anngal : ) 27
‘Pemnial 19
Livestock . . Zé
Intermediate products . ' ‘ 19
Number of activities ) 150 .
Number of-inpurs : &5
Labour ’ o 4
Tractor - 4
L
Animat power 4 ‘
Feed . 4 (26)
Seed X
Capital © ' . . 13
Land ) '8. .
Fertifiser . 2
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2.5 Commodity Selection vable 2 : Commodity coverage and c¢lassification
For this study, sisty four commodities were selected in {0 O Ovenail
order to give as comprehensive a coverage of Turkish agricultural ; (& . ﬁzm:;;;hm
[ . nCus
5 output as possihle. For the purpose of analysis and presentation ' g mﬂimg
O of results, . these products have been aggregated into groups as Gi)  a  Cereals A
: ‘ ) : : . b Pulses A
i set out in Table 1. Thus discussion relatez to the ©  Vegutables ‘c
: d  Qilseeds B
' commodities according to the following classification: ) z::‘t:}:"““"" g
- . 4 Tebagco - B
. . - h Sugar B
v} : Overall (ie,all 64 aggregated); ; Tea B
. i Wine B
A - D : 4 commedity groups:; & Sueep meat D
) ’ 3 Beef D
a -~ o : 15 commodity groups; m  Poulty and oggs D
N L Milk D
1 - 64 : 64 individqual commodities. ’ o Wooland hides D
: : ' ' (i) 1 Common wheat a 33 Grapes for sultanas
. . X - . 2 Durum wheat # 34  Fresh figs
This classification system does not necesgarily result 3 Com & 35 Figs for drying
. 4 Rys a 36  Oranges
in homogeneous  groups in terms of detailed CAP market 5 Barley a 37  Lemons
. ) 6 Rice a 38 Apples
support system. The common market regimes for the sixty four 7 Chick pea b 3% Pears
: . . 8 By béans o 40 Fresh peaches
. ; - : : §  TLeail b 41 Peaches for processing
: prod_ucts are set out in Table 2 arranged in the four commodity 10 Dey peas N 2 9 Apricots
i ' ’ 11 Perato ¢ 43 Cherries
‘groups A « D. 12 Barley potaro c 44 Wild cherries
13 Cnion 3 45 Sheep mear
14 Fresh comate ¢ 46 Sheep milk
: 15 Tomatoss for processing ¢ 47 Sheep wool
16 Aubergine ¢ 48  Sheep hides
17 Melon ¢ 49 Goat meat
f 18 Cauliflower ¢ 50 Goat milk
1% Suaflower d. 51 Goat woo!
W Soya beans -4 52 Goat hides
21 Lingeed d 33 Angora meat
22 Cola{rape) d 35 Angora milk
23 Couton { 53 Angora wool
# Tobaeeo g 56 Angors hides
25 Sugar best h 57 Cow meat {beef)
Pistachio 2 58 Cows milk
27 Hazelnuts & 52 Cow hides
28 . Table clives c 60  Buffalo meat
2% Clives for oil e 61 Buffalo mitk
M Tea i 62 Buffalo hides:
31 Table grapes e 63 Poultry meat
32 Grapes for wine - i 6+ Egzs 7

328085 T 068 U0 o0B RO OD RO AB 6 600D ORS00
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Figure 2 : Basic structure of TEAM

3. Impacts of Turkish adoption of the CAP: The results -

3.1, How to read and‘interprgt the results

Assessing the’ likely impact of a new economic

1%

policy

is

date Tepresents a future date before which Turkish'éccessién is

fraught with difficulties. It is an exercise concerned with the

- future. It is thersfore based on assumptions about three matters:

the new policy, the policy which would have applied in the

absence of the new policy, and the changes which will take place

irrespeqtive' of policy. 1In this ~study there is a further
complication. The new policy to be analysed, Turkey's adoption of
the CAP, is examined at two points in time, 1988 and 1995. The
first ‘date was chosen as the most recent for which full data is

available, it is therefore statistically well founded. The second

s

. . t B
unlikely and vet not so far into the future that the statistical

basis for the modelling is unsound. Chapterl4 describes the
detailed assumptions about the economic circumstances in which
the Turkish agricultural and food industries would have to

operate if she joined on either of these dates. Between 1988 and

1995 there will cdntinuelto be general Fconomic growth which will

stimulate increased consumption of many f£arm products. There will
also be further technological progress in ag;}culture and further
development of the resource base, particularly of irrigated land,

which will enhance the productivity of the agricultural sector.

Thus, all the result to be sunmarized and discussed in this
chapter arelconditionél on the as$umptioné made, Because these
results are produced by a computer model it would be possible to
discover the effects of making different assuﬁptioné about any of

the above factors. Indeed, an important part of the brief of this

133




study was to ensure that Turkish officials were provided with the
means and training nscessary to recompute the resulis in the

light of changing ¢ircumstances.

In technicai jargon, the analytical procedure used is
partial .and comparative‘static. "Partial" refers tc the fact that
onlf the direct effect on the agricultural economy have heen
esfimated ners, In reality, membership of the EC will affect all
sectors of the econowmy. %his will set up new competitive
relationghips for factors of production betwesn sectors. Some
sectors will be advantaged and will be better able to bid For
resources, others . will underge relative decline. It i3 also
axpected ghat there would be s general boost to the economy
through a better éllocation of regourcas an@ the Dbenefits of
scélé economies achisved by operating in a much lavger market.
None of the intsr-secteoral effects have heen ana}ysed; andtonly a
crude exogénaus general "income gffect" of BC membership has been

incorporated.

“Coﬁparative statice" refers to the mode of analysis in ﬁhich
fa%le! situations are compared with and without a policy change, in
this case, membership of the CAP. Thé compariscn thus tries to
hold all other variables constant so that the effect of the
poiicy change - ¢an be distinguished £rom all other sources-‘pf
change in economic variables; The static nature of the analysis

refers to the fact that no attention is focused on the process of

13

A
2

adaﬁtation to the new poli¢y. The conparison is between the hase

and the new situation after tha change and after all economic

'agents have completely adjusted to the new policy; In reality

there are two elements of dynsmisnm which are ignored by this mode
of analysis. ¥irst, the adoption of the CAP will not bhe an
inﬁtantangous BEIocess, HNew mémber# are generally offsred a
tfansitional peried, during which the existing meth&ds of support
are dismantled and the new measuresland prices gradually applied.
This accesionary period usuglly spaﬁs many vears, 3 in the cass
of thé UK  aad 1¢ for Spain and Portugal. The second dynamio
elements is that producers, traders and consumers gene:aliy take
time Lo perceivs and’ respond te changes in economic sighals. Thus
the processes of investment} reallocating resources and changing
consumption patterns in the face of new price relationghips and

income levels ail take time, perhaps several vears to work outb.

" The analysis reported here assumes full adoption of the ¢Cap

- {either in 1988 or 1925) on the firs day of the year in guestion

and full adaption to the new circumstances by the end of the
year. Thus the Iarge impacts discussad below will, in reality,
ﬁot all appear in the firs vear of membership but would be
manifest aver‘ 2 much longer period. In short, the results
desceribed sghow the effects of iﬂstant and full adoption of all
the" support regimes in the CcaP in thé year indicated, and
immediate and , fuil adjustmenf of Turkish farmers, traders and

consumers to this poiicy.
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concerns the nature of policy making itself in the BC. By
becoming a member of the Community, Tﬁrk@y will of céurse‘ have
the f£ull rights and obligations of any other member. This
inciudes parﬁicipatioh 4in  the épntinual process of decigion
making for the Commqn Agricultural Policy. The CAP is not a fixed
set of policies but is a'continually changiqg set of compromises
feached betwesen the éarticiﬁating members. As ii will Dbe seen
below, many features of the pfésent CAP were not-defined with a
country of th% size gﬁd characteristics of Turkey in mind. Both
the negotiations ‘for acbeésionl and 'subsequeﬁt © o Turkish
participation ‘in the agricultural decisicon making once she
becomes a member would undoubﬁedly affect the decisions reached,
thereby mouldiné the CAé nere to'hef benefit.. In what follows,
} with one excepiion in the case of oilseeds . and cerﬁain cther
processad produc%s, very iittlelallowance has_ﬁeen madé for these
interactive effects. The analysis shows the effects of Lhe CAP ae
it is currently constituted and net as it might be with the

interaction of Turkish negotiators.

Thess results. are therefore not forecasts of what Turkish
agriculzure weuld ook like after full adoption of the CAP,  but

they are indicaticns of the type and magnitude of impacts _of

A final word of qualification before presenting thé results

subiecting Turkey's agricultural seétor to a completely diffefent.

set of woprice relationships and support drrangepents. In what

follows all prices and values are'quoted in constant 1988 Us
doliars. The exchange rate between the dollar and EC assumed was

unity.
3.2 overview of the economic effects of the CAP

In measuring the impacts of changing policies economists
have devised indicators of the welfare of two main groups in
society, producers -in this case farmers, and consumers- in this

case the entire population bhecause everyone eats. The indicator

of' producer welfare is c¢alled produce: sutplus.  This is akin to

_the net income of farmers after all variable factors “have been

paid for and'is thus a return to the fixed factors'in farming, -
the farﬁer and his family, his iand and c¢apital. The indicators

of consumgrf welfare 1is copsumer surplus. This measures the
: X }

" penefit . to consumers of a particular gombination of wprices and

© consumption in terms the of extra worth of _all intra-marginal

uﬁits consuméd. The importance of these measures, which are added
together to calculate 'total welfare' is not their absolute value
which is extremely aifficult to interpret, but the changes from

one situation to another,

Based on this overall measure of welfare which is the sum of
economic well being of“cansumers and prmducgrS'the overall ilmpact
of membership in 1988 is an improvement of 18%. If membership is

delaved until 1995, the corresponding welfare, impfovement is
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24%.7The full meaning of thesa changes may be seen from the

absclute welfare indicators shown below!

Table 3 : Ovarall welfare effscts of the CAP

Billion dollars Chaope % . Tndex 1988300
1688 TFurkey out of EC 99 , 100
Turkey in EC 354 18 118
1995 Turkey out of EC 473 158
o TFuatkey in EC 7 . 586 24 199

Compared to the base situation, that is Turkey outside the

BC O din 1988, the econbmic effect of membership in 19%5. is an
" increase in well being of 998%, die, from $30 billien to $60
billion. ﬁawaver,of this Aincrease, ‘58%,13 the effect of the

expected sconomic growth in Turkey Between 1988 and 1995 outside

the community and the effects of the improvements in agricultural

resources .and technology ﬁuring this period. ‘These figureé serve

to idillustrate the several comparisons which can be made Lo

indicate the  impact of membership of the <CarP. Throughout the

presentation of all the results it is possible to make four

Comparisons:

A, Desbription The effects‘of membership 'now'.

Conparison 1988*in ‘and 1%88*out’ of the BC.
sxample $29.9%n to $35.4bn, an 18% chance,
B. Description The effects of membership in the 'future’.
comparison 1925°in 'and 1993'out’ of the EC.
Example $47.3bn to $58.6bn, a 24% chance.
138

¢. pescription The effect of future membership compared to now.
- Comparison 1995'in and 1988 out.

fxample $ 58.6 hn to § 29.9 bn, a 99 % change.
p. Description The future changes outside the EC.

comparison 4895 fout' and 1988 'out' of the EC.

Example $ 47.3 bn and § 29.9 bn, a 58% change.

Thesa indicators of overall welfare measure the -sgonomic

 benefits of each set of circumstances &to f£armers and CONSUMETS.

1t i% possible to partition the total affects into the impacts on

esach of these two groups. This is done in Table 4 below:

pable & aconomic effects ' of membership on farmers and’

consuners
Billien Change Tndex
y . dollars % 1988=100

Farmers 1988 Turkey out of EC 64 o ‘ 1100‘
) “urkeyinthe EC B2 1@ - s
1995 Tukeyomof BC 105 T o I8

Turkey i the EC Ty 150, 42 13

Consumers 1988 Tuarkey our of EC ) 35 ’ o EO_(}.
. “Turkey in the EC 23 -4 © 54

1995 Turkey out of EC A S+ 157
Turkey in the EC 435 19 . 187

the resplts are striking but not unexpected. The Common
Agricultural PoOlicy comprises a set of measures. designed to
providé protection and support to farmers. It,would be unusqal if

farmers therefore did not benefit. The figufes show that farmers

" would gain in welfare by 108 % -through membership now. However
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if membership is delayed until 1995 these benefits fall to an

improvement of 42 %. The index numbers show that compared to the

present,  membership in 19395 improves the position of farmers.by

‘a third. These figures, technically, are an indicator of net
income.. It will be shown helow\that a more.direct measure of
‘income show that these figures give an exaggerated impression of

the advantages to Turkish farmers of the CaAP.

‘As far as consumers are concerned, membership now wbuld be

an undesirabié 'EQent., The economic well beiné of consumers

'ﬁctﬁally falls by 6 %. This is not a surprising result. Joining
an organisation which systematically raises the prices of food at

the farm ievel is bouhd to be ‘seenj‘as a disadvantage by

consumeré. By'delaying entry until 1995 this pain to.costumers is

eliminated. The staller diSparity‘between Turkish and EC prices

in 1%%5, and the intéfvgning : ecohoﬁic growth ensureA 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 consumer surplus. This is a

device used to indicate the benefits to consumers of being able

to purchase more at lower prices or the costs they suffer if less
is'purchaéed at higher prices. It is not a perfect measure, but

none other is better.

In the summary in Table 3 the benefits to -farmers and

consumers were added to find an overall measure of welfare to

188

B society. This follows the conventional approach to such analyses,

- put it does imply that the.matginal henefit of one dollar is the

same both to farmers and  consumers. Based on these welfare
) .

calculations, Turkey benefits f£from menbership of the CAP by

between one fifth and one quérter in overall welfare. However,

farmers.'will gain 'éonsiderahle ﬁqfe ffom early mnembership and

consumers do better if membership is delayed.

Figure 3.and Tables 5 to 6 show the overall effects of the
CAP on production’ volumé and value, consumption volume and
véluas, the value 6f trade and on the average level of producer
éricés. In "each case, the results afe shown fér both 1988 and

1995, outside and inside the Community.

Figure - 3 shows that membership in 1988 would have boosted
the value of production by 36 % and food expenditure by 2; %,

: ¢
The effacts of future membership are very much smaller, only a 3

% rise for production and less that half a percentage point rise

for consumption. This is due to fwo factors.' Fi:st, it is

expected that the degtee of protectionism in the EC will be much

" lower by 1995 as EC and world market prices converge. second, the

liberalisation of Tu;kish agriculture which is taking place in
advance of memhersﬁip together with the changes in technology and
resources, imply a large growfh in agricultural output and. food
consumption; Thué,‘ most of the very large effects on'prpduction

and consﬁmption inside the EC compared to the base 5ituation are
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due to the changes which will take place before Turkey joins the

EC.

Table 5 compares these figures on the value of production

and consumption with the corresponding figures for the volume of

4

output and consumpiion. The  changes in volume are

smaller than for total value.

accounted for by the changes in price. <This table also shows

again how the changes which may take place outside the EC hefors
Turkey Jjoins may dwarf the effects of membership itself. Thus
production volume increases 3% with present membérship and 6%
with future membership {the table shows indicesbased on 1%98=100
thus 139/i31 is a 6% increase). Consumption volume incréases 4%

now, and only 3% later.
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very much

Most of the value changes are thus .

Consumption

N -~ Removal of Tuvriish
input subsidies.

Pt - Demand growki in .
Turkey (1985~%3)

Do - Additional demand

growth in Turkey due

to trade creation in

" the EC-.

Figure 3 :; Bffect of

consumption

B e e wm m we me e e - - “’;/_
Brosuetiotne.. & /. Producien - 180
Bve.Prod.Price, | m&\\\ . - R 14
.
R Q\s \ . C-)_«_,.,.‘-.--‘--""‘"O
Consump & § o i L2 NN e . - LT
AT Lo -
NN ‘ “a
- T By Peod.Price =~ 110
. e :
100 s i . % 100
@E-iv @I~out FH-AN

GE-Total evfuct
"

-

[At +he = E¥S + M + Dt + Del
~EC wffect
e e e e e ~ur
[he = E8% + Dal
GG-non EC effect
JrCAN ORI — -
he = N+ D1
Kew? AI-EC effect
At = Change #us to internal
Turkish effects.
Ae - Changs dus to EC :
effects. L
E22 -~ Adeption by‘Turkay
aof CAP prigces in 19%2%
E% — Adeopiion by Turkey - -
. of CAP prices iv 19995 Summary

Consumpre | +ELVE

+78Y o APEY
Ave.Prod.Price  +25% +IE% . +EL +ELT .
cap on the value of Turkish gproductionm,

and average producer prices {1988,1995)



Table 3 : Indices of aggregate production and consumviion

{1988 out=100)

1583 1895
in Qut Out In

Producdon

Voluome 103 160 13 139

Value 136 108 159 ‘ 164
Consuaption

Volume 164 100 139 152

Vatue 21 0 1% 176

The effects on Turkey's agricultural .trade will bae an

mportant factor in considering the bhenafits of her menzershin of

]
o]
Ll

the CAP. Agricultural export re aun important contributor to
foreign exchange earnings. Tablie 6 shows that . the existing
positive  halance of agricultural trade of about one billion

qgllars iz  guadrupled if Turkey joins now. If namoarshipy is

o0

delaved, the trade balance firs:t woréens slightly'énd is  then
helpad by jdining the'cammunity, but by a much'smaller maréin Ly
199%; that is about 33% from $900 million to $1200 wmillion. No
Ratter whelhar Turkey joins now or latsr, there is a2 largs bhoost
.to  exports. The difference baiween cntry soconer or later is dus
to the substantial rise in agricultural lmports if ﬁemhership is

delayed until 1995,

b

Table 6: Impacts of the CAP on agricultural trade

T 1995
In Our, Out In
Agricultural Trade millions §
Bxports 5668 2110 1207 4448
lmpors Lsss a3 a2 3297
Balance 113 97, 895 1211

These results show the estihated effects of the reactions of
Purkish farmers and consumers to the economic signals experien&ed
ﬁnder the CAP. The most imbortant such signals-are the support
prices, import levies, export refunds and processor subsidies
which are the main instrumenis of support. ﬁnder_ the complex
commodity xegihes of the cap, £farmers genérally do not receive
direct subsidies, rather the market pribes are indirectliy
manipulated by border protection and Yhe devices of intervention
bqying, and subsidies stqrage and processing. Indices of the
dveraga producer prices which result from these suppo?ts are
shown in Table 7,. together with the corresponding average
producer pricag outside the BEC. In all. cases,‘ these average.
prices take into agcount the different prices ?roduberé will

obtain from their domestic market and the various export markets

open to them.
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The overall rise in prices due to the CAP in 1988 is 25%

Thig  is a weighted average for all commodities  based on the.

pattern ‘of production upder EC prices. TahieA7 shows that the
expected changes in market circumstances over the seven vyears
1988 to 1995 gives rise to a similar average price change (24%).
By contrast, because EC support prices are projected to cohtinué
to trend downwards, the prices effects of memberéhip in 1895 in
very much smaller, just 2%. The ﬁable aiso shows that effects are
very different from one crop group tc'another. Taking just four

categories of crops and focusing on 1988, the biggest price rises

will be experienced by cereal Producers (95%),- the next biggest

by industrial crop producers (24%) and livestock producers {11%).
Because the support regimes for fruit, = vegetable and rﬁut
producars‘are very much lighter their price rises are lower {7%).
The differenées in preducer prices inside and " outside the
Community din 1995 afe quite different., whilst cereal
- producers still, on avarage,. enjoy a significant price effect
' (about 40%), the average prices for the three other commodity

groups all decline, especially for industrial crops {-23%).
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wable 7: Impact of the CAP on average producer prices

In Cut Cut Ia

Index of average producer prico 1988 Ouz = 100

Overalt - 125 iial 124 12%
Cereals and pulses 195 ) 103 118 182
Endusirial crops 124 100 7 95
Fruit, vegetables and nuts 107 Lo O S 3 | i
Tivestock 113 w1 118

Given .the periodic criges caused by the excessive growth in
agriculturallbudgetary éxpenditure in the BC it is not surprising
that thé' budgetarv cost is éonsidered to be a most important
factor in aséessing the effects of further enlargement of the EC.
For this reason calculations bave bed#n made to assess this cost
for all the relevant commodities and all the main categories of
evpenditure. Tha rasults show that the cost to the EC budget of
supporting the commodity regimes in Turkey 1o 1988 would amount
to $4.5 billion {ie, 17%}.\ Thie compares to ths total  FEOGA
guarantée expenditure in that year of %26 biliion.‘ BY 1295 this
cost is significantly lower at $3.1 billion. No projections have
bren Bade of the expescted tokal FEOGA expenditu;e for the“ whole

Commodity in that vear.
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3.4 Impact on agricultural production and farming incomes

3.4.1 Effects con the volume of production

It will have become clear by now that there is no simple

single answer to the question, what is the effect on Turkish

agriculture of jeoining the CaAP? There are saveral comparisons

which are interesting and useful. In the tables in the next three

’

sections the absolute levels of productioh, consumption and trade

wiil De presented together with two sets of percentage changes.
The first pefcentage.Qhange, ~denoted '95i/950', shows the effect
of EC entry in 13%95% cqmpared to fﬁe situation oufsida; the
Coﬁmunity in 1995, This is comparis6h 5 explained in section 3
above; it is called the effects of membership in the future. The
last column in each table, denoted '95i/88o', shows the changé in
the variable after entry in 1995 compared to the presenﬁ, ie,
1988, level. This is comparison C éxplained above and termed the
effect of future membership compared to now. It has already been
pcinted out that in making this latter comparison much of the
obéerved change in many variables is not due to EC membership,
hut the éhanges likely to happen irrespective of Turkish
éccession between now and 1995. For this reason,.énd<because the
main object of this study is to focus the effects of :the- CAP,
most of the discussion will focus the comparison of 1995‘in'

versus 1995 ‘'out', {(ie;95i/950c}.
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Table 7 summaries the changés in voiume‘of production for
the four agyregabte cammadities énd for the fiftsen commodify
groups. Readiung down the table, 1t can be seen that the overall
6% . rise ig the volume of output hides a range of changes for
different comnodities ranging from the fall in production of
livestock produckts and to a lesser extent cereals and pulseé, to
the largs increazes in oﬁtput'of industriél products. Fruit,

vegetables and nuts show a modest inersase in output.

The EC is the major market for corn {maize). The limit to
this trade imposed is the current ‘EC .deficit in corn, . 4.3
million tonnes. Tor all-the_cther éxports to the Community the
upper limits imPosed were binding. The magnitude of these limits
was. somewhat arbitrary, they were based on estimateg of what
proportion of Turkey's expdrts @ouid bhe df sufficient.qﬁality Lo
be qcceptahle in ﬁb markets; The fact that‘all the. limits were
reached imp;;es that there would bhe ;ressure from within Turkey
to gain acceptanée inte the EC market for these ppcﬂucts given
the valative prices in the itwo areas. The imports in the 'fruit
and nuts' category were mostly accounted for by imports of olive
Qil. The- cther majeor imports from the_COmmunity are livestock’

products, chiefly dairy and poultry products and beef. This is .

. trade c¢reated by the single macket between Turkey and the rest

of the EC after her accession.
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3.5 <The budgetary CORL offTurkeﬁ‘s acces%io&

Eiﬁhin the EC a major elament in the politiéal 'aﬂonomy of
the . cap islthe cost of the support regimes to the Cbmmunitv's
:budget. Most major changes in the Common Agricultural Folicy to-
date have resulted from the he@d Lo contain the growth in the
budgetary cost of farm supports., In thg discussion of furkish

§ntry, the igssue of the potential budgetary cost hag hsan raised

as & possible problem., These therefore provide the justification’

for calculating the budgetary cost of furthar enlargsment of the

Community to include Turkey.

The budget of the EC is used to support the common policies
" of the Community, the most expensivé of whicﬁ is the CaP. There
are four sources of funds for the budget,  the common  customs
tariff, levies on agricultural imports. and stgar productio#, a
share cf 'a commonly based value-added tax and a share based .on
each member state's contribution to Community GDP, Expenditures
under thel Common Agricultural policy ﬁake place from the fund
known as FEOGA, (this is the French acronym fof the European
Agricultural Guidance_and Guarantee Fund). The major share of
FEOGA {about 95 %) is the guaranteé secticn which supportsz the
spaﬁding under the  common organisation of the markets. The
remaining 5 % is the guidance section from which some of the
structural measuras are funded. Chapter 7 . digcusses the

possibilities for Turkey benefiting from guidance expenditures,
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Thae trest of this section présents calculations of the likely
budgetary flows in and oﬁt of the FEOGA guérantee‘section as @
regsult o©f the application of the support regimes Lo Turkish
agriculture. No attempt is made to calculate the expenditures on
other Buropsan policies; ‘this would be outside the brief of this
study. HNeither, for the same reagon, is thers any attempt to

calculate Turkey's likely contributicns to the Community budget.

Although the .analysis reported here is based aon a very
detailed consideration of how the CAP .would operate in Turkey,
it was noL possible to captﬁr@ all of the intricacies of the
operétion of tha CAP. The major omitted area involving.

considerable budgetary expenditure is storage of surplus

_'produce. in reality, the Community spends & large amount of money

storing agricultural surpluses or subsidizing the privaté sector
to held such stocks. In a comparat}ve static model it 1is
difficult to incorperate the dynamiés of storage.‘ The working
assumption: adopted is that this analysis refers to a long run
equilibrium in which stocks ars neither run down n§r increased,
thus fhere is no additional cost of storage to measure. ANy
production which is surplus to domestic or foreign commer;ial
sales is thus equrted with a refund equal _to the difference
between the Community and world market price.. The twe ﬁain

headings of budgetary expenditure are thus export refunds and

producer and processor aids.



Thare are gsome coatributions to‘ the . budget frém the
operation of the <¢aP. These ars also cla%sified undex - two
haadings,’ variable import 1evies angd co-responsibility levies.
" the former apply to the imports of:produce into the EC from
third countrises. They ensure that the community‘s high suppqrt

price is not undermined by cheaﬁer foreign goods. Qo=
responsibilitcy levies are taxes imposed on a number of
comquities {eg,. cereals, milk and sugar) thchl lower the
producer p:ice ancd raise revenues to be used for market-promotidn
or ~ as a coniribution to the budget. Sugar coresponsibility
levies are an Own Resource, those for milk and cereals are
‘classéd as negative expenditure. The sum of these four guantities
is refarrad to hare as. the total net FEOGA guarantee
expenditure. The resuits of the calculations. arelshown in Table

8 for 1988 and Table 9 for 1995,

Table 8 EC budgetary expenditures and receipts arising cut of

Turkey's accession, 1988

Prbduccr/ ) Tatal
Export Progessor Import Coresponsivility Net
Refunds T Adds Levies Levies Expenditure
0008 0003 0008 0S| - ‘0003
1982 )
0 Ovenall 483339 | 4,157.105 67509 46,367 4,526,568
1 Ceral+Pulses 116911 536,504 47,751 . 2R 583251
2 Industrial 207,083 241514 0 23,915 2,661,683
3 Fruit & Veg 45,364 696,312 7.740 1} 133936
4 Livestock 113,980 245,776 12,018 , 5 547688
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In 1988 the total FEOGA cost of Turkish accession would he §
.5 Dbillion. Tthis is aboutb 21 % of the 1988 cost of organizing
the nmatkets ig tThe BC of twelve. It cazn be. seen éhat the najor
gcntributor te  the budgetery cost is the cost of producer énd

orocessor Rids {acaoounting for %0 % of expenditures). The sEport

refunds arz & swaller shave of thae costs. This

‘expenditure by the nature of the meszsures in not typicel ¢f  the

generait pattern i the Commuanity. The maﬁor ‘$our¢e ¢f  the
ekpanditura o8 pfocassor aidﬁ_is in the regimes for durum wheat
(% 53?'m}; “sunflower (6713 wm), soya {§ 284 w), cwttcn'{$l661 m),
tohacca {& 664 m), _ wlive oil {$ 303 m), suitanas (§ 228 mj and
sheesp meat (§ 34% m). The largsst contributors to the g¢ost *of
exiport refunds were Eobacco aﬁd sheep meat. tmport levies and co~
responsibpility levies contributed a relatively trivial amount to
the budget, most of What wés vollected under these peadings cams
from rice imperts and sugar prodﬁcfion respectively.

- | o

Table 9 : EC budgetary expenditures and receipts arising out of

Turkey's accession, 1285

E 1 Producsry/ | - Total
R . ) . Bxpon Processor Impart Cotesponsibilicy Mag
Retunds 1 - Alds Landes Toevdes Expeaditune
0eos 0005 s | 0008 0008
1995
0 Oversil 100,655 R R T R k] CT sasss 3123953
1 GerestiPalses | 61738 402517 18352 21075 424,843
2 Incussn 21434 1911353 a 37,356 1.395,651
3 Fouir & Veg 2,765 $58.227 0 9 360593
& Livastaek 14480 457.647 29795 6 22455
=t




In 1995,

the closing of the gap in EC and world prices
,reduces the FEOGA cost of support in Turkey to $ 3.1 billion.
The same overall pattern of expenditure occurs in
1988. Thus .the major heading of expenditure is thé producer and
processor aids relating to the same commodities as listed above.
Expenditure on export refunds falls proportionately more because
of  the narrowe& gép in EC and world prices aﬁd bacause the
volumes exported under 1995 'in' are smaller than for 1988 - *in',
furning to the revenue sources for FEOGA, ‘becausé there is a
congiderable rise in imborts, the import levies raise more money
in‘ 19465 than‘in 1988. The main contributors are eggs and milk.
However ' the magnitudes are still small by

comparison to the

expenditure flows. Co-responsibility levies raise a tittle more
‘in 1995 chiefly because the production of sugar is much higher

for 1995 *in' than 1988 'in'.

The FEOGA costs presented are not the full story.. The the -

above amounts must be added any accession compensatory: amounts
(ACAs) which may become necessary if‘Turkish membership is phased
in over a period of years, ahd also monetary compensatory amounts
{MCAs), Neither has béén included. . The ACAS are a trénsiﬁional,
item whose magnitude cannot be determined without the details of
the accessionary arrangements. 1In any case

they are usually

small. MCAs are intended to cope with the difference betwsen the

politicaliy determined green rates of exchange for each currency

1895 as in.

i the  ACU and the market rate. 2s MCas and green rates of

is no reason

exchange are wleaned to be eliminated by 1953, thes

"It seemed A polnd

tryiﬂg to determine what the gresp Turkish Lira would

have been in 1985 s0 NCAS were not included for that vear either.

:

This concludes the review of the resulis of the analysis of

the impact of Turkisﬁ adoption of the CAP. The warnings givsn at

the begioning of this chapter should be noted carefully. Ths

nunhers nresented do net purport to forecast what will happen in

1995 if Turkey is admitted to the Community. Rather, Chey

indicate rthe direation and magnitudes of changs in the patterns
of producfion, consumption and trade of agricultural produce if
price.

Turkisin farmers and consumers were confronhed with the

ralativities likely to prevail in the EC in 1995,

B
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GOUNCT OTURUM
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TOPLULLK VE TURK TARIM KESIMINDE
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