importowego w tej grupie krajéw na 2016 rok zostata obnizona
0 0,8 pkt. proc. w poréwnaniu z prognozg z kwietnia br.

2 Wzrost handlu w ramach miedzynarodowych tancuchéw
wartosci dodanej przyczynit sie do zwigekszenia znaczenia w eks-
porcie strefy euro Europy Srodkowo-Wschodniej (ESW) oraz kra-
jow rozwijajacych sie, przede wszystkim z Azji. Zjawisko to zwigza-
ne byto przede wszystkim ze zwiekszeniem eksportu débr posred-

nich. W efekcie produkcja, a wiec i eksport, czesci towardw zostaty
przeniesione do krajéw ESW oraz Azji. Z drugiej strony wzglednie
wysoki wzrost popytu finalnego w tych krajach takze wptynat na
ograniczenie znaczenia pozostatych regionéw w eksporcie strefy
euro.

GOSPODARKA |1 FINANSE

AGRI-FOOD SECTOR: THE SPEED
OF DEVELOPMENT IN THE NEW EU
MEMBER STATES

Miklés Somai, Zsuzsanna Heged(is*

Approximately a decade has passed since the first
waves of the so-called Eastern enlargement of the EU took
place (in 2004 and 2007), which seems to be a long enough
time for us to make the first comparative analysis on its
results. It is so, even if Romania and Bulgaria, having joined
the EU in the second wave, are still in the phasing-in period
for their direct payments, thereby for them the agricultural
integration cannot be regarded as complete. In this paper,
we try to measure the speed of changes in the agri-food
sector both in absolute and relative terms. As for the latter,
we take into account the initial (i.e. pre-integration) develop-
ment level for each new member state, in order to ascer-
tain whether, in international comparison, they could
make good use of their potential and follow the develop-
ment path according to their relative development status.

Short literature review

The literature trying to measure the impacts of EU
accession on agri-food sector in NMS? is as old as these
countries’ ambition to become members. As for the writ-
ings before enlargement, most famous are those made for
the European Commission’s different Directorate Gener-
als. The so-called Nallet-Van Stolk Report (1994)2 denounced
prejudices against NMS' alleged production potential and
emphasised that agricultural development could not be
separated from the growth of general welfare. Others, like
Tangermann and Josling (1994)3, Tarditi (1994)4, Buckwell
et al. (1994)>, or Mahé (1995)¢, put emphasis on problems
stemming from Eastern enlargement and argued for deny-
ing CAP direct payments to NMS (especially Tarditi, but also
Mahé), or at least their re-nationalisation (Tangermann).
A last minute contribution to the Commission’s so-called
“Issues Paper” designing the main features of agricultural
enlargement was made by Alain Pouliquen (2001)7, who
pointed out how much difficulties NMS farmers would

have to face following the accession, especially in animal
sectors.

As for the studies born since 2004, we would like to
mention just a couple of them. In the first place that of
Bojnec and Fertd (2008)8 analysing NMS agri-food trade
competitiveness and highlighting increased export perfor-
mances despite some catching-up difficulties with the old
member states in terms of price and quality competition,
especially in higher value-added products. A policy-orient-
ed analysis was presented by Mollers et al. (2011), who
investigated changes in agri-food structures and rural pat-
terns. Finally, a paper came out from Csaki and Jambor
(2013)10 analysing the impacts of the EU accession on NMS
and reasoning that EU membership has had positive con-
sequences as a rule, albeit there were differences in how
the new members could take advantage of their chances.
While there is a huge amount of literature dedicated to
assessment of changes in NMS agri-food sector since EU
accession, much less attention has so far been paid to cre-
ate rankings of these countries in terms of absolute and
relative development.

Methodology

As the agricultural integration (i.e. remarkable market
opening) having been speeded up through agreements on
trade facilitation between the EU and the then still candi-
date countries since the year 2000, in our analysis, we
decided to go as far back in time as to 1999, much further
than the enlargement took place. Of course, we could not
obtain full data sets for all parameters, but we tried, in
most cases, to gather statistics for the period of 1999 to
2012 or 2013, and even to 2014. According to the available
database, we would work with 15 to 22 indicators (see
later) and measured the speed of development using dif-
ferent methods: by comparing the starting value to the end
value of the timeframe; by establishing a trend line through
the data; by calculating the average deviation from the
trend; and by examining Beta-convergence across all new
member states and the group of EU15, with 1999 as the
base year. For data evaluation we used the so-called agri-
cultural performance index (API) worked out by Attila Jam-
bor. When computing this index we would assign scores
ranging from 0 to 100 to each performance, and then by
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summing up the scores we would rank the countries!.
Naturally, there are differences among the rankings pro-
duced by different methods. But, on the one hand, these
differences can easily be explained; and, on the other
hand, they are not so significant as to make it virtually
impossible for us to draw general conclusions.

Production levels and development rates

In this section, we provide an overview of the trends in
production levels in agriculture and food industry of the
EU10, and a very simple calculation of rates of develop-
ment. For the chosen production, efficiency and trade
indicators, we split the period of 1999-2013 into three
5-year sub-periods and calculated arithmetic means to be
displayed in column charts for some of them. In order to
grasp the dynamism of development, we compared the
last sub-period to the first one, i.e. the average of 2009-
2013 to that of 1999-2003, and summarised the result in
Table 1.

Production indicators

Our first production type indicator is about gross value
added - GVA (Figure 1). As for the size of their agricultural
sector, Poland and Romania stand out from the group of
EU10, although, due to opposite trends in their time series,
they have practically changed places during the investi-

Figure 1

gated period. The two big countries are followed by Hun-
gary as a middle-size player. Bulgaria, a formerly significant
supplier of agri-food products of the region, has fallen back
to a lower rank. When it comes to per capita production,
Lithuania's performance also deserves attention. As for the
dynamic of the indicator between the first and last 5-year
period, in only three countries we can see any growth: in
Lithuania (+40%), Poland (+38%) and Estonia (+11%). In the
rest, there was a decline of 14 to 46 per cent, the worst
scores belonging to Romania (-31%), Slovakia (-40%) and
Bulgaria (-46%).

Our second chart demonstrates cereals output (Figure 2).
As for the level of production, we have the same situation
as for the GVA: Poland and Romania standing out, followed
by Hungary, and then comes the trio of Bulgaria, the Czech
Republic and Lithuania. In dynamism, the Baltics take the
lead (+78-106%), followed by the trio of Hungary, Bulgaria
and Poland (+34-42%). A decline was only observed in Slo-
venia (-7%) and Romania (-16%). As a matter of fact, EU10
cereal production has undoubtedly benefited from EU
accession, though we need to add at once that the same
holds true for industrial crops, too. As for the latter, Poland
is by far the biggest producer, followed by a quartet show-
ing an almost equal level of production: Hungary, Romania,
Bulgaria, and the Czech Republic. As for the magnitude of
development, it exceeds 100 percent in five out of the ten
countries.

The third chart is about meat production (Figure 3). In
this field, Poland greatly outpaces the others, while Hun-

Gross value added in agriculture at real prices (million EUR)
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Figure 2

Cereals output at real prices (million EUR)
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Figure 3
Meat output at real prices (million EUR)
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gary secures the second place ahead of Romania. A sub-
stantial growth can only be seen in Poland, the Baltics
stagnating this time, and all the other countries lagging not
only behind them, but also behind the EU15. The situation
is partly similar for fruits and vegetables with only Poland
and Slovenia having achieved growth in both sectors. As
for the other countries, they show a significant decline in at
least one of the two sectors, but Hungary, Bulgaria and
Slovakia do so in both. In both sectors, the two big produc-
ers (Poland and Romania) are followed by Hungary as

Figure 4
Milk total output at real prices (million EUR)

a sole representative of the middle scale. The once flour-
ishing Bulgarian fruit and vegetable sector is now a mere
shadow of its former self.

Our fourth chart demonstrates the milk sector (Figure 4),
with Poland experiencing a much faster growth rate than
any other country: over the investigated period, its share in
EU10 production moved from 30 to 47 percent. Also, an
increase in the milk output has only been reported in
Poland (+34%) and the Baltics (16-21%); everywhere else,
there was a decline.
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Efficiency indicators

The first chart on efficiency indicators to be displayed
here is about gross value added per hectare (Figure 5).
Obviously, in EU10 only the Slovene agriculture is able to
produce nearly the same gross value per unit of land as its
EU15 counterparts. An increase in the indicator has only
been observed in Lithuania (+52%) and Poland (+64%),
while in other countries it has either stagnated (in Hungary,
Estonia and the Czech Republic) or declined (by 17 to 41
percent). All this indicates that extensive farming has been
gaining ground in EU10 as a consequence of both CAP sup-
port and EU membership in general.

As far as the second efficiency indicator, that of the GVA
per annual work unit (AWU), is concerned, relatively con-
centrated land structures (e.g. in the Czech Republic, but
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also in Slovakia) seem to be beneficial (Figure 6). In Estonia,
an important part of the agricultural production comes
from a robust segment of middle-sized farms, whose eco-
nomic power is already comparable to those of their coun-
terparts in Italy or Ireland. For this indicator all countries
performed relatively well, three of them even better:
Poland (+70%), Lithuania (+89%) and Estonia (+151%). Never-
theless, EU15 average (euro >20 000) is still out of rich for
any of the EU10 countries.

Our third main efficiency indicator is about cereal yields
(Figure 7)12, Yields in this staple food have increased faster
than in the EU15 in each country of the EU10 and, typically,
the faster they did so, the bigger the initial gap in yields’
levels between EU10 and EU15 was. For example, yields
have improved by 54 percent in Estonia and by 45 percent
in Latvia over the investigated period. Although the EU15



Figure 5

Gross value added per hectare (EUR/hectare)
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Figure 6

Gross value added per annual work unit (EUR/AWU)
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yields’ levels remained out of reach for the EU10 (with the
partial exception of Slovenia), the Czech Republic, too, is on
the right track. In some other important sub-sectors we
found that EU10 yields in oilseeds, fruits and vegetables

Figure 7
Cereal yields (tonnes/hectare)
7

are still remarkably below EU15 average (except for fruits
in Slovenia and for vegetables in Poland); but EU10 yields
in milk and poultry are already comparable to those in
EU15.
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Source: Like in Figure 1.

Trade indicators

Out of the trade indicators, first we treat that of the
balance (Figure 8). A measurable improvement in this
field could only be identified in four countries: Poland,
Hungary, Bulgaria, and Lithuania. Estonia and Romania
are in roughly the same situation as the decade ago, while
Slovakia, Slovenia, and the Czech Republic have to face
constantly deteriorating trade balances. If we examine
the balances of intra- and extra-EU trade separately, we
shall find that, while in extra-EU trade all of the EU10 but
Slovenia show improvement in their balance (and even
a surplus at the end of period), in intra-EU trade only
Poland and Hungary are able to run a sustained surplus,
Bulgaria being more or less balanced, and the rest of the
group producing an ever increasing deficit. Note that EU
accession has caused serious problems through competi-
tive challenges in some countries (e.g. in Hungary, Bul-
garia or Romania) with good agricultural potential (abun-
dant and fertile lands, cheap and skilled labour) but poor
preparation for membership; their intra-EU trade balance
significantly deteriorated in the year of accession and the
following two years.
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Our second trade indicator reflects the share of final
products’3 in intra-EU agri-food exports (Figure 9). The
share of high value-added products in exports going to
developed regions says much about the state of develop-
ment, profitability and competitiveness in a given sector. In
this respect, the best result is that of Poland (with a share
of over 80%). The share is also above EU15 average for all
three of Estonia, Lithuania, and the Czech Republic, even if
the indicator for Lithuania is getting worse in time. As for
the rest of the EU10 countries, the share of final products
in agri-food exports to the EU27 has either decreased tre-
mendously since EU membership (e.g. in Bulgaria, Hunga-
ry, and Slovenia), or got stuck at its initial very low level (e.g.
in Latvia and Romania).

Lastly, let's put all the indicators together and classify
both by sector and country (Table 1).

The results presented in Table 1 only confirm what has
already been asserted: best performances are associated
with arable crops (mainly cereals and oil seeds) among
agri-food products and with Poland and the Baltic States
among the EU10 countries.

Per capita incomes grew rapidly due to first steadily
decreasing then (since the outbreak of the global crisis)
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Figure 8

Agri-food trade balance (HS 01-24, million EUR)
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Figure 9

Share of final products in agri-food exports to the EU27 (%)
80
75
70

60

55

50

45

40

35

30

Bulgaria Czech Estonia Hungary Latvia Lithuania Poland Romania Slovakia Slovenia EU15
Republic

W 1999-2003 m2004-2008 [@—2009-2013

Source: Like in Figure 1.

12 Unia Europejska.pl Nr 3 (232) 2015



stagnating labour input, slowly increasing products yields
(except for fruits), and growing prices and CAP subsides.
The main losers seem to be the animal sectors (with the

Table 1

exception of those in Poland and the Baltics) which had to
face huge competitive challenges of imports coming from
the EU15.

Changes in performances - average performances of the period of 2009-2013 compared to that of 1999-2003,

the latter being 100 (except for the last two rows)

BG cz EE HU Lv LT PL RO SK SI EU15
GVA atr.p. 54 86 111 85 73 140 138 69 60 77 76
Cereals o.r.p. 138 114 178 134 184 206 142 84 114 93 87
Ind. crops o.r.p. 242 133 303 156 241 232 195 148 131 74 75
Fruits o.r.p. 42 59 40 68 38 100 118 77 56 108 94
Vegetables o.r.p. 19 154 121 72 106 58 159 101 80 108 93
Meat o.r.p. 43 68 110 79 98 107 125 53 54 78 96
Milk o.r.p. 68 87 120 65 121 116 134 44 65 83 95
Indicator A 144 243 371 205 262 254 282 130 213 141 107
GVA/hectare 59 99 100 98 68 152 164 73 72 83 79
GVA/AWU 112 132 251 127 123 189 170 129 138 102 95
Cereal yields 120 121 154 114 145 130 120 127 126 113 105
Fruit yields 77 75 57 95 64 90 114 119 95 92 108
Vegetable yields 152 120 213 108 157 142 123 105 84 88 115
Milk yields 132 121 148 100 128 135 120 84 101 117 110
Poultry yields 112 104 106 109 107 105 119 121 124 96 105
AF trade bal. (bn USD) 1.10 -0.96 -0.01 242 0.23 0.98 4.88 -0.00 -0.57 -0.91 11.50
Fin. prod. X (% point) -27.9 5.3 6.1 -13.8 -1.1 -6.9 1.5 2.4 -8.4 -21.2 53

GVA = gross value added; r.p. = real prices; o.r.p. = output at real prices; Ind. crops = industrial crops; Indicator "A" = real net value added at fac-
tor cost of agriculture per annual work unit (AWU); AWU = annual working unit; AF trade bal. (bn USD) = change in agri-food trade balance in
billion USD; Fin. prod. X (% point) = percentage point change in the share of final products in agricultural exports to the EU27.

Source: Own calculations based on Eurostat (2015), http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/themes, FAO (2015),
http://faostat.fao.org/site/339/default.aspx); WITS (2015), http://wits.worldbank.org/ and OECD (2015), http://stats.oecd.org/Index.aspx?

DatasetCode=FDI_FLOW_INDUSTRY# [31.7.2015].

Absolute speed of development

In this section, we are concentrating on the absolute
speed of development. Here, we have three types of indi-
cators: 10 for production, 10 for efficiency and 2 for trade
patterns, to be analysed by several ways. The results have
been quantified by the use of API, the so-called agricultural
performance index (as a reminder, see section: Methodolo-
gy). For most of the indicators, data were available for the
entire period of 1999-2013. However, in some cases, they
were missing either at the beginning or at the end of the
scrutinised period. And even, in rare occasions, there were
no statistical data available for some years or countries.
We used three different methods: first, we compared the
arithmetic mean of the last three years of the period with
that of the first three ones; then, we did the same thing
with the last and first five years; finally, we investigated the
slope of the linear trend in the data. As the latter method
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displays the dynamic of development for the entire period
(with most datasets covering at least 14-15 years), we
decided to present its results (the APIs) in detail in Table 2.

Based on the results shown in Table 2, the following

statements can be formulated:

= Regarding the production indicators, Poland is out-
standing, and also Estonia is a bit of a cut above the
others; then comes the bulk of countries (including
Hungary) with medium performances; and the ranking
is closed by Romania, lagging far behind. If out of the
production indicators we only pick those referring
directly to product output, we shall find that the above
statements remain true, except for Estonia whose per-
formance is rather intermediate.

= As for the efficiency indicators, the little bit outstanding
Estonia is followed by the two other Baltic states and
Poland; Hungary is again in the middle, together with
Romania; at the end of the ranking we have Slovenia
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and Slovakia. If we take efficiency in the narrower
sense by only investigating the yields, our statements
remain valid, except for Hungary and Slovakia switch-
ing places.

Table 2

= Concerning the trade indicators, the countries form
three groups: Poland playing the lead, the bulk of
countries making up a strong middle, and Bulgaria,
Slovakia and Slovenia closing the ranking.

Agricultural performance indexes (APIs) created from the slope of the linear trend on 1999-2013 data

(with units in round brackets)

BG cz EE HU Lv LT PL RO SK Sl

Gross value added (million EUR) 35 54 56 51 53 59 100 0 50 53
Cereals output (million EUR) 42 36 29 64 31 46 100 0 30 25
Industrial crops output (million EUR) 52 26 6 45 6 18 100 38 7 0
Fruits output (million EUR) 32 56 61 33 61 62 100 0 57 63
Vegetables output (million EUR) 0 47 42 25 42 39 100 37 39 42
Meat output (million EUR) 22 36 50 36 50 50 100 0 37 46
Milk output (million EUR) 47 52 55 45 55 56 100 0 50 53
Inward FDI (million USD) 19 15 100 0 19 19 36 19 29 20
Market related exp./direct aid (million EUR) 22 23 1 41 2 8 100 51 9 0
Indicator "A" (1999 = 100) 4 37 100 18 38 24 36 0 22 0
Total production indicators 274 383 500 358 357 381 871 144 330 303
e of which total product output 195 253 243 248 245 271 600 75 220 229
Average farm capital (EUR) 82 100 87 80 81 83 78 77 0 79
Total assets (EUR) 84 100 84 77 78 80 82 74 0 74
GVA/hectare 9 50 52 47 38 71 100 13 33 0
GVA/AWU 44 100 23 9 41 28 14 36 0
Cereal yields (tonnes/hectare) 24 59 100 0 94 70 33 25 70 17
Oilseed yields (tonnes/hectare) 68 19 0 45 100 44 3 12 14 48
Fruit yields (tonnes/hectare) 35 0 37 40 29 58 100 95 53 24
Vegetables yields (tonnes/hectare) 59 42 100 33 61 66 58 28 12 0
Milk total yields (tonnes/head) 11 50 100 4 47 62 35 0 7 38
Poultry yields (kg/head) 62 32 35 68 48 30 79 81 100 0
Total efficiency indicators 442 496 695 417 585 604 596 418 326 280
e of which total yields 191 170 337 122 331 300 229 160 156 127
Agri-food trade balance (thous. USD) 34 0 15 59 19 32 100 15 6 0
tS:?I'r\Z Eaggil%g)roducts in agri-food exports 0 99 100 41 83 64 92 94 40 22
Total trade indicators 34 99 115 100 102 96 192 109 46 22

Remember: 0 means that the country has the lowest value, while 100 mean that it has the highest value.

GVA = Gross value added; AWU = Annual work unit.

Source: Own calculations based on Eurostat (2015), http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/themes, and FAO (2015):
http://faostat.fao.org/site/339/default.aspx), and OECD, http://stats.oecd.org/Index.aspx?DatasetCode=FDI_FLOW_INDUSTRY# (2015).

It is noteworthy to mention that when we examined the
22 indicators through 3 different methods and obtained 66
rankings of the EU10, in none of them did Hungary take the
first place. Apart from Hungary only Slovenia achieved
such a poor performance. When looking at the average
ranking position of each individual country, we can find

14

that there are three clearly distinguishable groups: to the
first three positions arrives (by any methods) the trio of
Estonia, Poland, and Lithuania; then comes the quartet of
Hungary, Latvia, Bulgaria, and the Czech Republic; and the
last three places are occupied by the trio of Romania, Slo-
vakia, and Slovenia.
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Table 3

Summarising table of the agricultural performance index (API) based on three different methods (1999-2013)

Integrated results
rank country score rank country score rank country score
1. Lithuania 1467 1. | Estonia 1484 1. Poland 1660
2. Poland 1431 2. | Lithuania 1312 2. Estonia 1310
3. Estonia 1347 3. |Poland 1285 3. Lithuania 1082
4. |Latvia 1027 4. |Latvia 1101 4. |Latvia 1044
5. Czech Rep. 925 5. | Bulgaria 875 5. Czech Rep. 977
6. Hungary 919 6. | Czech Rep. 874 6. Hungary 875
7. Bulgaria 889 7. | Hungary 783 7. Bulgaria 750
8. |Slovakia 651 8. | Romania 777 8. |Slovakia 702
9. Romania 598 9. | Slovakia 651 9. Romania 672
10. Slovenia 551 10. |Slovenia 632 10. Slovenia 606
3 years 5 years trend

3 years = the last three years of the period compared to the first three years; 5 years = the last five years of the period compared to the first five

years; trend = the slope of the linear trend during the whole period.

The same results hold if, instead of the average ranking
position, we consider the countries total scores (Table 3).
The only difference being that Latvia climbs from the mid-
dle to the top of the group by holding a stable 4th position.
Hungary's performance is average across all comparison,
and for its scores it is much nearer to the bottom than the
top of the rankings.

Relative speed of development

In the previous chapter, we analysed the dynamics of
development exclusively and, as we could see, the best
results were shown by Poland and the Baltics. At the same
time, it needs to be borne in mind that the new member
states entered the EU with totally different level of devel-
opment for their agri-food sector. And, obviously, it is
easier to make faster progress from a low base than from
a high one. These differences in the level of development
were also reflected by differences in the per hectare
amounts of CAP direct payments determined for the Cen-
tral and Eastern European countries at the time of their
accession. As for the latter differences, Slovenia (325 euro/ha)
had always been, and by far, the leader of the EU10, with
even higher support than France (296 euro/ha) or Germa-
ny (319 euro/ha)'4. Slovenia was followed by Hungary
(260 euro/ha), the Czech Republic (257 euro/ha), and Bulgaria
(233 euro/ha). Already, the per hectare amount of the Pol-
ish direct aids (215 euro/ha) was set nearer to that of Slo-
vakia (206 euro/ha) or Romania (183 euro/ha), represent-
ing the “low middle” category, than to the Hungarian one.
At the bottom of the ranking, lagging far behind, appeared
Lithuania (144 euro/ha), Estonia (117 euro/ha) and Latvia
(95 euro/ha). As per hectare subventions were calculated
from regionally attainable yields, and as the latter may be
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considered as a measure of quality/development of the
agri-food production, one can conclude that - surely for
the Baltic States, but also for Poland - there was quite a lot
of room for development. On the other end of the ranking,
Slovenia, the one and only country within the group of
EU10 with an agricultural efficiency comparable to that of
the old member states, was only able to progress much
slower. The same was broadly true, even if to a lesser
extent, for both Hungary and the Czech Repubilic.

When examining the EU10 agri-food industries, it is
possible to improve our estimations on their development,
,if we also include the starting positions among the varia-
bles. So, besides analysing the speed of development in
absolute terms, the initial level of development of each
country's agri-food sector also needs to be taken into
account. In economic growth literature it is called “Beta-
convergence” when poor countries grow faster than rich
ones. Departing from this principle, for those indicators,
for which a relatively long series of data (from 1999 to
2012/2013 or 2014) were available, we plotted the annual
average growth rates for each series against their level of
the year 1999 (as shown in Figures 10-24). For providing
a better illustration, abscissa is always the natural loga-
rithm of the indicators’ 1999 value. In each Figure, besides
the values for the EU10, the average value for the old
member states (EU15) - to be caught up by the new ones
- is also featured. The linear trend line shows the average
performance. In this way, it becomes evident, whether or
not a given country could make sufficient progress with
respect to its own initial state of development: a dot on or
close to the trend line means average performance; a dot
above the line means better than average performance;
finally, a dot under the line means the opposite, so that the
given country could not capitalise on its opportunities.
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Figures 10-24

Average annual real growth rates for several indicators of the agri-food industry in the EU10 countries
and the group of the EU15 from 1999 to 2012/14, with respect to the 1999 levels

Gross Value added (GVA) at real prices

y =-0,0042x + 0,0365
R2=0,0918

mEE

IS
|

N
1

'
N
1

mLV
uBG

GVA average growth rates 1999-2014 (%)
o
|

Cereals output av.gr. rates 1999-2014(%)

a o e
N A O O ® O N B
1 | | 1 1 |

Cereals output at real prices

y=-0,0104x + 0,1374
R2 =0,261

EEm

mRO

7 8
In(Milk output in 1999)

0 ) 10 15 6 8 12
In(GVA in 1999) In(Cereals output in 1999)
Industrial crop output at real prices Fruits output at real prices
T 144 mEE y =-0,0124x +0,1228 _ mT =-0,0053x + 0,0325
< R2 = 0,2932 S R2 =0,1555
S 124 ¥ 6
8 S
g 10 3 4
> & 4 mPL
» 87 2
B 6 8 2
- ©
> 4 — =
> 2 0
© o
2% .
S o £.2-
g 5 ms EU15 o
= [ | =
v T T T | T T 2 T T T T T
@ 0 4 6 8 10 2 4 6 8 10
E In(Industrial crop output in 1999) In(Fruits output in 1999)
Vegetables output at real prices Meat output at real prices
g . y 06x +0,0341 i y =-0,0024x + 0,0067
T EEm M2 mPL R2 =0,0035 2 mEE SBL R2=0,0192
S T 2+ LY,
> N
3 ) ulT
3 0 ] 0 mHU BEU15
% & .
% § 2~ Sl oy lRO ]
f oy _5 | :
: 2 4]
- s msSK
2 3 6
3_10 . E=3
2 =BG 8 g =BG
3 3
£ T T | T T T T = T T | | T
2 0 2 4 6 8 10 12 4 6 8 10 12
g In(Vegetables output in 1999) In(Meat output in 1999)
Milk output at real prices GVA/hectare
. y = -0,0058x + 0,0478
€ o SEE R2 =0,1048 <
> mLy mPL & 6
4 3
8 o 4 —
e 2 S
" &
§ 0~ § 27
<) e
z -2 — 3 0
B 4] ©
2 27 BGm
S .5 ERO S
= 6 0
= T T | T T T T | T T T T T T
4 10 11 45 5.0 55 6.0 6.5 7.0

In(GVA/ha in 1999)

16

Unia Europejska.pl Nr 3 (232) 2015




GVA/AWU (EUR per capita) Cereal yields (tonnes/hectare)
= R2 =0,1525 =
© 44 mEE & mRO
S = 10 —H
> 12 §
(o2 (2]
2 10— m SK g 87
8 8 8 6
@ ®
=6 =
o o 4
3 4 :
2 £ 2
§ 2 °
< o+ msl mEU15 = o4 mEU15
o o4
T T T T T T T 8 T T T
7.0 75 8.0 85 9.0 9.5 10.0 05 1.0
Ln(GVA/AWU) in 1999 In(Cereal yields in 1999)
Fruit yields (tonnes/hectare) Vegetables yields (tonnes/hectare)

_ S y =-0,0663x + 0,2111
X 15+ alT N g uLT R2 = 0,4345
g Q EEn
& S6- BCm
> 10 — o
- 2 4
8 ©
g 5 5
5 °7] =27
> ©
© 8
0 30+
o Q@
s 04 BG =
=z " CZm 82 SKm Sim
E 8
w T T T T T T T T T T T T

0.5 1.0 15 20 25 o 24 26 2.8 3.0 32 34

In(Fruit yields in 1999) In(Vegetables yields in 1999)

Milk total yields (tonnes/animal) Poultry yields (kg/animal)
: v
E 5 R = R2 = 0,543
~ L7y EE® 2 mSK
- n N 3
S 47 Bom 5 RO
g P
> 3 -
b LVm aCZ % 2 |
° 2 | @a
[ PLEgS| ko
5, mEU15 2 14
] SKm 2
g 5 HUm 8
2 2 04
> [0)
G -1 ROE >
k<l >
85 T T T T T T T = T T T T
S 10 05 0.0 0.5 1.0 15 2.0 g 0.2 0.4 0.6 0.8

In(Milk total yields in 1999) In(Poultry yields in 1999)
Share of final products in exports to EU27 (%)
BG = |Bulgaria

@ ROm R2=0,371 Ccz = | Czech Republic
£o 2 EE = |Estonia
38
4 HU = |Hungary
59 0 i
EY LV = Latvia
S X
25 -2 LT = | Lithuania
s
=g PL = |Poland
Z e 4 BG
< - RO = |Romania

! I I J J I SK = |Slovakia

34 36 3.8 40 42 44
In(Share of final products in intra-EU exports in 1999) Sl = Slovenia

AWU = Annual work unit.

Source: Own composition based on Eurostat (2015), http://epp.eurostat.ec.europa.eu/portal/page/portal/statistics/themesand; FAO (2015),

http://faostat.fao.org/site/339/default.aspx

Unia Europejska.pl Nr 3 (232) 2015

17




When analysing the graphs above, we have to evaluate
the results by considering the distance between each dot,
representing a country's performance, and the trend line
(i.e. the average performance). Accordingly, we used two
methods: first, we measured the average absolute devia-
tion of each country's performance from the trend line;
next, we applied the API to the deviations (Table 4).

Table 4

If we compare the two rankings of Table 4, they are
identical in the first three places, the fifth one, and the last
four ones. Where there is a difference is that Hungary and
Romania changed places. Why? Because when calculating
the different APIs, unlike Hungary, Romania ranked several
times last. And the zero scores associated with these last
positions biased somewhat downward its results’.

Average absolute deviations from the trend line and agricultural performance indexes (APIs) for deviations

(1999 - 2012/13/14)

Integrated results
Agricultural performance index (API) Average distance from the trend line
rank country score rank country score
1. Estonia 1131 1. Estonia 2.39
2. Poland 1130 2. Poland 2.07
3. Lithuania 1028 3. Lithuania 1.49
4, Hungary 807 4, Romania 0.31
5. Czech Rep. 799 5. Czech Rep. 0.19
6. Romania 799 6. Hungary -0.03
7. Latvia 639 7. Latvia -0.84
8. Slovakia 605 8. Slovakia -1.35
9. Slovenia 501 9. Slovenia -1.92
10. Bulgaria 456 10. Bulgaria -2.41

Note: EU15's average distance from the trend line is 0.16 %-points, which means that the EU15 would be ranked between the Czech Republic and

Hungary on the right side of the table.

Now, it is interesting to compare the rankings reported
in Tables 3 and 4. As we can see, the first three positions
are held by the same countries: Estonia, Poland, and Lithu-
ania. Further similarities are that both Hungary and the
Czech Republic rank in the middle, and both Slovakia and
Slovenia are in the bottom three places. The remaining
three countries, however, experienced major changes in
their rankings: first, Romania and Bulgaria changed places,
the former having climbed from the bottom to the middle,
the latter having fallen from the middle to the very bottom
of the ranking; second, in vain did Latvia progress faster
than average, it would have never been enough in respect
to its initial level of development: in fact, it slipped down
from the bottom of the “top four” to the top of the “bottom
four” - or, more simply: from the fourth to the seventh
position.

Some possible reasons behind
We are in a difficult situation when trying to set out

reasons behind differences in performance of the EU10
countries, for there are too many factors which may have
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an impact on them. Moreover, these impacts may be of
different strength, hence may be felt differently from one
member state to another. Therefore, we rather confine
ourselves to put forward some factors we esteem to be
important and see in which countries they had a real
impact on agri-food performance or could at least a clear
correlation be found between the given factor and the
performance.

As for the farm structure of the EU10, a significant
share of large and larger-than-average farms has not
proved to be an advantage so far (e.g. in Slovakia, Hungary
or the Czech Republic)'6. Development is the fastest in
those countries where farm structure is resemblant to the
one in the EU15, i.e. composed mostly of small and medi-
um-sized family enterprises (like in Poland or the Baltics).
However, this similarity alone does not necessarily guaran-
tee rapid development (take e.g. Slovenia), because of the
already mentioned large number of factors (like the unfa-
vourable macro environment), which may affect the sector.
Anyway, closest to the EU15 average farm structure is the
Estonian one.
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A further factor to be considered would be the skills
and knowledge of farm managers for which three catego-
ries can be distinguished: farmers with full or basic agricul-
tural training and with only practical experience!”. The
best performer is the Czech Republic, followed by a large
group of countries all falling in the middle range of scores,
including Poland, the Baltic States, Slovenia, and Slovakia.
Immediately next to them comes Hungary, and the list
ends with Romania and Bulgaria, both lagging far behind
the others'8. Some remarks, however, need to be made
here. First, the latest data cover 2010 and data could have
changed to some extent since then. Second, the farm
structure alone may have a significant effect on these data.
In some of the EU10, like for example in Slovakia or the
Czech Republic, where there are relatively few holdings,
they are most probably run by highly qualified people. On
the other hand, in countries where smaller entities (e.g.
small family farms of a subsistence or semi-subsistence
nature) are also regarded as agricultural holdings, people
of a lower level of education may account for a relatively
higher share of farm managers. But, even in these coun-
tries, the big and medium-sized farms, from which the bulk
of the marketed production comes, are surely run by
highly qualified staffs.

Another factor, closely related to the former one, is the
age structure of farm managers, i.e. the distribution of
farmers by age, as younger farmers are more likely than
the elderly ones to have completed a relatively higher level
of education. Out of the EU10, Poland has got the most
well-balanced distribution, i.e. the age pyramid with the
middle aged (45-54 years old) farmers representing the
most populous group. The age pyramids in Slovakia and
the Czech Republic are similar to the one in Poland, except
that their most populous age groups are made up by “pre-
senior” (55-64 years old) farmers. Then come a lot of coun-
tries (Slovenia, Hungary, and the Baltics) with average
“performance” and sharing a common feature of having
senior (i.e. above 65 years old) farmers as the biggest age
group. Finally, in the case of Romania and Bulgaria, the age
pyramids are far from being balanced; instead, there is
a linear correlation between the number and the age of
their farmers.

There is one more factor that we have to mention here
and which, being sort of internal to the agri-food sector,
can be influenced by farmers: the ratio of livestock and
crop output in total agricultural output. Of course, it can-
not be stated that the above ratio would not be adversely
affected by imports coming from the highly developed
animal sector of the old member states, so by fierce mar-
ket competition. It is, however, important to know and to
understand what EU10 farmers spend their money on,
especially the subsidies they get from the EU budget:
whether they take the harder path of focusing on animal
breeding with all the investments both in labour and tech-
nology it involves, or they choose the simpler option of
dealing with field crops. For this ratio, treated as an indica-
tor, Estonia is an absolute leader among the EU10 with
a ratio of over 50 per cent, in the three-year average.
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Poland and Slovenia (with a ratio of over 45 per cent) also
display a relatively good performance compared to the
rest of the group. Following the bulk of the EU10 countries,
with middle-low values, comes Romania and Bulgaria with
the ratio of only 32 and 25 per cent respectively, for the
period of 2010-2013. Undoubtedly, the clear winner of the
Eastern enlargement is the livestock sector of the old
member states: in the EU15 the share of animal output
within the total output has been constantly growing, while
in the EU10 it has been more or less steadily declining
since the period of 2002-2004, so just before the first wave
of the enlargement took place’.

Out of those factors, being sort of external to the agri-
food sector, on which producers have limited or no influ-
ence, there are two of general effect we would like to
emphasise: economic growth and corruption. While the
importance of the first factor goes without saying, the
second one needs some explanations. When we investi-
gated corruption, for which we found good and interna-
tionally comparable data, we did so instead of investigating
black economy, for which we did not. Fortunately for us,
shadow economy increases corruption in low income
countries, especially combined with relatively strict regula-
tions20, In Spain for example, a correlation factor of 80 per
cent was found between the size of the black economy and
corruption2?, As a matter of fact, the agri-food sector, by its
widely dispersed structure and the homogenous nature of
its output - which hinders the traceability of both products
and producers - presents ideal ground for illegal activities:
its large proportion remains undeclared, and therefore not
registered for taxing purposes. And the high degree of
impregnation of the agri-food sector with the black econo-
my hinders integration of producers, concentration of
production, hence development22,

Overall macroeconomic conditions have been mostly
favourable for the Polish agri-food sector: despite the
global financial and economic crisis, the GDP has always
been continuously increasing in Poland. These were the
Baltic States who suffered the most during the crisis, with
the highest decline in their GDP in 2009, but these coun-
tries were able to recover their fast growth trajectory after-
wards. In the rest of the EU10, the recession of 2009 was
not as deep as in the Baltics, but the potential growth has
since then observably slowed down - except for Slovakia.
If we track EUT0 cumulative real GDP growth since 2001,
we can see that for three member states there was an
inflection point (for Hungary in 2007, for Slovenia in
2009/10 and for the Czech Republic in 2011/12) at which
their economies were set onto a much slower growth path
than before and, in this sense, they were broken away
from the main body of the group (Figure 25). The separa-
tion of the three countries from the rest of EU10, in other
words, the weakness of their internal demand, may partly
explain the mediocre performance of their agro-food sec-
tors.

As for measuring how corrupt a country’s public sector
is, or more precisely, how corrupt it is perceived to be, we
rely on the Corruption Perception Index (CPI), a composite
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Figure 25

Cumulative real GDP growth since 2001 (in volume)
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Figure 26

Corruption perception index (CPIl) in the new member states

7.0

6.5

6.0

55

5.0

4.5

4.0

3.5

3.0

2.5

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

—e—Hungary —a—Czech Republic
B-Estonia ——Latvia
— = Romania # Bulgaria

-<+- Slovakia —x—Slovenia

—o— Lithuania =—Poland

- - =-EU10 average

Note that until 2011, the absolute values of the CPIs are not comparable between years as they were computed from the rank position of each
country in each data sources. So, they only serve the purpose of comparing the individual countries among themselves. Since 2012, thanks to an
update to the methodology consisting of establishing a new scale of 0-100, we can compare the CPIs from one year to the next.
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index computed and published annually by Transparency
International on the basis of surveys and assessments of
reputable institutions worldwide. As Figure 26 makes it
clear, once again in the field of fighting corruption and
creating an ever more transparent market economy,
Poland and the Baltics (whose scores, together with those
of Slovenia, were above the EU10 average in 2014) lead the
ranking and could improve their performances in the last
couple of years, too. Within this “winners’ club”, Estonia has
always been among the best performers, while the two
other Baltic states and Poland exhibit a significant improve-
ment in their relative position. Poland, in particular, did an
excellent job and gave an example by climbing from the
second last position in the year of enlargement to the
second best position in 2014. The relative positions of both
Hungary and Slovenia have worsened over the investigat-
ed period, while performances for Slovakia and the Czech
Republic have been fluctuating. Romania and Bulgaria,
here too, are at the lower end of the ranking.

Conclusions

In this article we tried to measure and analyse the EU10
agri-food performance during the last circa one and a half
decades. We have focused our research onto the speed of
development both in absolute and relative terms. We
found that, by using any method, Poland and the Baltics
(especially Estonia and Lithuania) were the best perform-
ers, developing clearly faster than the other countries.
Finally, we tried to put forward some possible reasons
behind the differences in performances and found that
age, qualification and risk-taking propensity of the farmers,
as well as macro conditions prevailing in their homeland
(internal demand, business environment) may correlate
with these differences.
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MAKROOSTROZNOSCIOWY NADZOR
NAD RYNKIEM FINANSOWYM
UNII EUROPEJSKIEJ

Michat Kruszka*

Kryzys, ktéry w 2007 r. rozpoczat sie w USA, by
w 2008 r. nabra¢ globalnego wymiaru, wykazat jak daleko-
siezne skutki moze mie¢ upadtos¢ instytucji finansowych
lub tez naruszenie stabilnosci ich funkcjonowania. Skorzy-
stanie z istniejgcych wéwczas rozwigzan nadzorczych
i restrukturyzacyjnych okazato sie niewystarczajace,
a chec utrzymania ciggtosci dziatania rynku finansowego
wymusita podjecie dziatan interwencyjnych ze strony
witadz publicznych.

Jednym z najszybciej wyciggnietych wnioskéw byta
konstatacja, iz transgranicznej integracji rynku finanso-
wego UE nie towarzyszy adekwatne zacie$nienie wspot-
pracy nadzorczej. W zwigzku z tym juz w 2008 r. 6wczesny
przewodniczacy Komisji Europejskiej, J. Barroso powotat
grupe wysokiego szczebla, ktdérg upowazniono do przed-
stawienia propozycji modyfikacji istniejgcych ram nad-
zorczych'. Konkluzje zostaty zawarte w dokumencie,
ktory od nazwiska przewodniczgcego jest powszechnie
nazywany raportem de Larosiere’aZ. Za najwazniejsze
rekomendacje tego raportu nalezy uznaé postulaty
powotania systemu europejskich organéw nadzoru nad
rynkiem finansowym, ktére powinny mie¢ odpowiednie
umocowanie prawne oraz zrdéznicowang wiasciwosc.
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Novum propozycji grupy de Larosiere’a stanowit wniosek
w sprawie ustanowienia ciata odpowiedzialnego za dzia-
tania zapobiegajgce systemowym kryzysom na rynku
finansowym UE. W tym przypadku nacisk miat by¢ prze-
suniety z nadzorowania poszczegdélnych instytucji na
catosciowe postrzeganie relacji rynek finansowy - sfera
realna gospodarki.

Sugestie grupy de Larosiere'a relatywnie szybko znala-
zty odbicie w aktach prawnych. Na ich podstawie od
2011 r. zaczat dziata¢ europejski system nadzoru finanso-
wego (ESNF). Jednym z jego sktadnikéw jest Europejska
Rada ds. Ryzyka Systemowego (ERRS). Z uwagi na jej role
w procesie zapobiegania destabilizacji rynku finansowego
zasadne jest zrozumienie istoty jej powotania oraz zasad
funkcjonowania. Temu zadaniu poswiecono niniejszy
artykut.

Europejski system nadzoru finansowego

Europejski system nadzoru finansowego formalnie roz-
poczat swojg dziatalnos¢ 1 stycznia 2011 roku3. Tworzg go:
= Europejska Rada ds. Ryzyka Systemowego (European

Systemic Risk Board - ESRB);
= Europejskie Urzedy Nadzoru (European Supervisory

Authorities):

- Europejski Urzad Nadzoru Bankowego (European
Banking Authority);

- Europejski Urzad Nadzoru Ubezpieczen i Pracow-
niczych Programéw Emerytalnych (European
Insurance and Occupational Pensions Authority);

— Europejski Urzagd Nadzoru Gietd i Papierow
Wartosciowych (European Securities and Markets
Authority);

= Wspdélny Komitet Europejskich Urzedéw Nadzoru (Joint

Committee);

= wlasciwe organy nadzoru panstw cztonkowskich.

Cele postawione przed tym konglomeratem instytucji
to: zapewnienie wiasciwego wdrazania europejskich prze-
piséw dotyczacych sektora finansowego, tak aby zachowat¢
stabilnos¢ finansowg, a takze wzrost zaufania do catego
systemu finansowego oraz odpowiednia ochrona konsu-
mentéw ustug finansowych. Tym samym, w $lad za integru-
jacym sie transgranicznie rynkiem finansowym, ma nasta-
pi¢ (przynajmniej funkcjonalnie) integracja organéw nadzo-
ru, ktére powinny wykorzystywac¢ zharmonizowane normy
prawne.

Powyzsza konstrukcja miata wskazywa¢ na swoistg
macierz instytucji nadzorczych, w ktérej krzyzuja sie dwa
kryteria wyodrebnienia. Pierwszym wymiarem jest wtasci-
wos¢ rzeczowa, drugim wiasciwos¢ miejscowa. Tego rodza-
ju uktad przedstawia rysunek 1.

W tym miejscu warto poruszy¢ istote nadzoru mikro-
ostrozno$ciowego. Lastra4 identyfikuje trzy podstawowe
obszary, ktére przynalezg do tej kategorii:
= |icencjonowanie, z badaniem struktury witascicielskiej,

pozycji kapitatowej i ptynnosciowej wigcznie, oraz
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