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ABSTRACT

THE EVOLUTION OF INTRA AND EXTRA EU-15 AGRICULTURALTRADE:
THE IMPACT OF THE CAP REFORM AND THE URAA

Klguk, Gamze
M.S. Graduate Programme of European Studies
Supervisor: Prof. Dr. Halis Akder

September 2008, 121 pages

In this thesis, intra and extra European Union-Ificaltural trade is
investigated for the period 1985 - 2005. The mairppse of this study is to find out
to what extent the two major events of this pertbeé, CAP reform of mid-1990’s and
the Uruguay Round Agreement on Agriculture (URAA)LO95, changed the relative
shares of extra and intra trade in overall agnoalt trade. The efforts to make
European agriculture more competitive and moregnatied with the world market
have not concluded in a way that the dominancenwé itrade over extra trade is
relieved. The intra trade still dominates the EUdlpicultural trade as it has been
dominating since 1985. European agricultural malket become more open to world
products only in some product groups. Similarlypetalizing reforms had limited
impact on EU-15 countries on individual basis. Hmares of intra trade and extra

trade remained more and less stable in most ahtmaber states.

Key words: The EU-15, intra and extra agricultduratie, The CAP reform and
the URAA



0z

AB-15'DE BIRLIK ICi VE BIRLIK DISI TARIMSAL DIS TICARETIN
GELISIMI: ORTAK TARIM POLITIKASI REFORMU VE DTO TARIM
ANLA SMASI'NIN ETK ILERI

Kiguk, Gamze
Yuksek Lisans, Avrupa Csnalari
Tez Yoneticisi: Prof. Dr. Halis Akder

Eylul 2008, 121 sayfa

Bu tezde, 1985 ile 2005 yillari arasinda gecen ohidlee AB-15 Ulkelerinin
kendi iclerinde ve birlik Gyesi olmayangdir Glkelerle yaptiklar tarimsal dticaret
incelenmgtir. Bu calsmanin esas amaci s6z konusu donemde geseeki&i ana
olayin (Ortak Tarim Politikasi Reformu ve DTO Tarmlasmasi) AB-15 ulkelerinin
kendi icindeki ve birlik Uyesi olmayan Ulkelerle pt& tarimsal ticaretin toplam
ticaret icindeki goreli paylarini ne o6lcidegtgirdigini bulmaktir. Avrupa tarimini
daha rekabetci ve dinya pazariyla daha bigim¢ehale getirmek icin gosterilen
cabalar, AB ulkelerinin kendi aralarinda yaptticaretin toplam ticaret icindeki
baskinlgini azaltici sonu¢ dmrmamstir. Uye ulkelerin kendi aralarinda yaptiklari
tarimsal ticaret AB’nin toplam tarimsal ticaretinihala buylk bir parcasini
olusturmaktadir. Avrupa tarim pazari sadece bazi Uriwplgrinda dinya mallarina
daha acik hale gelgtir. Benzersekilde, liberallgme adina yapilan reformlarin tlke
bazindaki etkileri de sinirhidir. Birlik icindekievdsindaki tlkelerle yapilan ticaretin
toplam tarimsal ticaret icindeki paylan go Ulkede ©6nemli bir d#&siklik

gOstermemtir.

Anahtar Kelimeler: AB-15, Birlik ici ve Birlik du tarimsal dy ticaret, Ortak
Tarim Politikasi Reformu ve DTO Tarim Agtaasi
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CHAPTER 1
INTRODUCTION

A founding principle of the European Union’s CommaAgricultural Policy
(CAP) is “Community preference”; that is, supplfesm within the community
(intra-trade, occurring within the EU-15 group If9eare to be given preference
in the market over those from outside (extra-tradeurring between the EU-15
member states and third countries). The custonmenurf the EU ensures this

preference, as do several mechanisms of the CAPR. its

Moreover, in the last two decades, new regulativese introduced on the one
hand by the CAP reform package, and on the othendwy World Trade
Organization (WTO) rules. A new era in Europeancaffure began with the
implementation of the Mac Sharry Reform of 1992 #relestablishment of the
World Trade Organization (1995). These two majeents were expected to
have an impact on the commodity and geographic osrpn of agricultural
trade of the EU-15.

The objective of this study is to find out whetliee liberalizing reforms carried
out since 1992 have caused any weakening of tlefeq@nce. The study will
also try to measure to what extent the CAP refoans the new WTO
regulations have changed the nature of intra atidh &U-15 agricultural trade.
The development of intra and extra agriculturati¢raf the EU-15 is analyzed
for the period 1985 - 2005. Consequently, theqoedovered by analysis does
not include the preparatory stage of the CAP atate® mainly to the reform
process. The latest expansion of EU to the Cemtnal Eastern European
Countries is also omitted. While investigating tingpact of the liberalizing
reforms on the nature of intra and extra agricalttnade, the main focus will be
on the effects. Hence, this study will not examiviey these two major events

have caused such effects.



The development of intra and extra agriculturadéraof the EU-15 will be
analyzed by sorting the respective data in diffexeays. After describing the
general framework of European agriculture in Chagte the change in the
agricultural trade pattern of the EU-15 in termdrdfa and extra trade will be
analyzed on the basis of product groups (commanditgposition) in Chapter 3.
The evolution of intra and extra agricultural traolethe EU-15 (geographic
composition) will be analyzed at the Union andhet inember-country level in
Chapter 4. Finally, in Chapter 5, Turkey’'s prospectmembership will be
discussed in relation to the intra and extra trafdde EU. Turkey is one of the
most important partners of the EU-15 in agricultdarade, and her accession to
the EU might have an impact on the nature and caitipo of intra and extra

trade.

The trade data used in the analysis is taken fteenUdN Comtrade database.
For ease of reference, the SITC (Rev.1) classifinagystem is used. According
to this classification, four major product groupe aovered in the analysis: “O -
Food and Live Animals”, “1 -Beverages and Tobacc@g - Textile Fibers”
(Silk, Wool and Cotton), and “4 - Animal and Vedad&®&aOils and Fats”.

There are relatively few academic studies on tha iand extra trade of the EU.
Therefore, this study derives its conclusions nyainbm the primary data it
uses. Nonetheless, the study does also refer tougaacademic articles and

official studies published by the European Comrissi



CHAPTER 2

OVERVIEW OF EUROPEAN AGRICULTURE

2.1 Agriculture in the European Economy
Agriculture accounts for nearly 1.3% of the totdDI& of the EU-15. 3.7% of
the total labor force in the EU-15 is employed gnieulture and fisheries. The

share of agriculture in the EU-15 total gross valdded (GVA) is 1.8%.

Table 2.1: Output Value of the Agriculture at Producer Prices

2000 2005
% of EU-15 | % of EU-25

EU-25 - 100.0
EU-15 100.0 90.2
Austria 2.0 1.8
Belgium 2.6 2.2
Denmark 3.0 2.7
Germany 15.1 13.3
Greece 3.8 3.6
Finland 1.3 1.2
France 21.9 19.1
Italy 15.9 14.7
Ireland 2.0 1.8
Luxembourg 0.1 0.1
Netherlands 7.6 7.0
Portugal 2.3 2.0
Spain 12.6 12.2
Sweden 1.7 1.4
United Kingdom 8.0 7.0

Source: Eurostat Pocketbooks, Agricultural Statstl 995-2005

As shown in Table 2.1, France, Germany, Spain tailg &re the member states
which have more than a 10% share of EU total aljual output. They
together constituted almost 66% of the EU-15 tafgiicultural production in
2000. Although they are the key agricultural pragise with the highest
contribution to the European agricultural outpuyieulture does not constitute
more than a 2% share of their GDP (Table 2.2).



Table 2.2: Share of Agriculture in GDP, 2005

Austria 1.0 Italy 1.9
Belgium 0.8 Luxembourg 0.3
Denmark 1.0 Netherlands 1.7
Finland 0.9 Portugal 1.7
France 1.7 Spain 2.8
Germany 0.6 Sweden 0.4
Greece 4.7 United Kingdom 0.4
Ireland 1.3 EU-15 1.3
Source: European Commission, Basic Data-Key Aduical Statistics 2006

With regard to international trade, the EU has aketashare of nearly 20% of
the world’s total agricultural trade. The EU plagssignificant role in global

agricultural trade as the biggest importer andgbeond biggest exporter. In
2005, the share of food, drinks and tobacco in th15 exports and imports
were 4.9% and 5.4% respectively (Table 2.3). Wrlalgricultural exports

constitute a negligible share in some of the mendtates total exports, it
accounts for a significant share in some other negnsgbates. For instance,

agricultural exports has a key role in the totapaxs of Greece, Denmark,
Netherlands, and Spain.



Table 2.3: Exports and Imports of Food, Drinks andTobacco, 2005

Export Import
% of all exports %of all imports

EU-15 4.9 54
Austria 6.1 5.8
Belgium 7.9 7.1
Denmark 17.4 11.4
Germany 4.3 6.7
Greece 18.7 10.6
Finland 1.7 4.9
France 9.9 7.1
Italy 6.1 7.9
Ireland 8.4 7.9
Luxembourg 4.7 8.3
Netherlands 12.5 8.3
Portugal 7.8 10.5
Spain 12.9 8.5
Sweden 3.4 7.3
United Kingdom 5.0 8.2

Source: Eurostat

2.2 The CAP and its Development

The Common Agricultural Policy (CAP), which hasrit®ts in the 1960s, is one
of the most significant areas of European integmati The emphasis of the
original CAP is on providing self-sufficiency andmng the EU towards better
productivity. In order to maintain stable produativithin the Union and a

reasonable standard of living for the farmers,dbhdy CAP worked through a
market price support system. The main mechanisiohadnsured that domestic
prices were kept close to the target level wasrabi@ levy on imports, which

varied in such a way that imports could not undetbe target price. This

system also included the direct buying-up of suwsroducts by the EU, and the
payment of subsidies to traders to sell these ssegl on the lower-priced world

markets (the so-called “export subsidies”).

The EU market support system remained almost umggthantil 1992, except
for some reform that were made in 1980s. In 1988, Mac Sharry reform



package came into force. The main objective ofdierm process was to find a
solution to the major problem of the existing CARhe surpluses which had
become almost permanent as the years had pasdtthugh the original CAP

succeeded in providing incentives to produce miréad also given rise to
large surpluses, and the volume of production hawdegfar beyond the self-
sufficiency level. Undoubtedly, the large surpkisand thus the large export
subsidies, increased the cost of the CAP and ledgerious burden on the EU
budget.

Apart from the over production problem, the strugtudisabilities of the
existing CAP forced the European Commission to guerf a fundamental
reform after 1992. As explained above, under tlaeket support system, the
traders were paid subsidies by the EU for sellihng surpluses on the
international markets. There were no direct paysé¢o the farmers for the
commodities they produce (Gardner, 1996). Heree QAP has failed to meet
some of its founding objectives such as providimgpme parity between rural
and urban workers, and harmonizing the living séadsl among regions
(Weyerbrock, 1998). The MacSharry reform of 1988eal to solve the over-
production problem and thus reduce the burden emtilget and to compensate

the incomes of the farmers by paying them direcbine subsidies.

The most remarkable change carried out by the ¥88#m was the cutting
down of the high market support and export subsidiénstead of these old
regulations, direct payment to farmers and setéisigle land from production
became the core instruments of market interventidime support price level
decreased by almost a third in the cereal marked, the producers’ loss of
income was compensated by direct income subsidpras as they complied

with the set-aside rules.

In essence, the driving force for such a fundanteefarm was not only the

budgetary concerns of the EU, but also internatipmessures. The Uruguay



Round of trade talks, which began in 1986, aimegktwganize the international
rules of agricultural trade and keep them undéctstrcontrols. The high level
of market support implemented under the CAP ledattarge gap between
domestic price and the world price. Hence, theopean commodities were not
able to compete in world markets without exportssdies. Regarding the fact
that huge export subsidies have distortionary &ffea world agricultural trade,
the Uruguay Round Agreement on Agriculture (URAgigned in 1995, had the
objective of limiting the value and the quantity eport subsidies, and thus
aimed to reduce the gap between EU prices and woidds. The only way to
reduce the need for export subsidies was to dilmitie amount of production.
With the 1992 CAP reform, the EU aimed to reduce éRportable surplus by
limiting production through a set-aside policy irder to meet the requirements

of the URAA and in order to comply with the Uniofsadgetary limitations.

The URAA had implications not only in terms of tiialue of export subsidy
expenditure and in the volume of the export subsidbut also in terms of
market access. An important instrument of the @& insulated EU markets
from world markets was the variable import leviése(jl & Tongeren, 2002).
In order to provide market access for the commeslitrom the world markets,
the GATT members were committed to converting raifftbarriers (NTBS)
into tariffs and reduce those tariffs by 36% (depeld countries) within five
years compared to a 1986 - 1988 base (Weyerbr@88)1 Tariffs are generally
preferred over other import barriers not only beeatihey are more predictable,
but also because they provide an indirect contmadxport subsidies. In order to
avoid arbitrage (the re-importation of those goddat have already been
exported), exporting countries providing export Sdles cannot set an export
subsidy higher than the level of the tariff (Ing&995).

Although the URAA has put constraints on tariffioatand market access, the
most pressing issue for the EU was to fulfill thep@t subsidy commitment.

The reforms made under Mac Sharry, the reductiosupport prices, and the



implementation of set-aside policy were supposecdse the EU’s path to

meeting the requirements of the URAA.

However, the expected results of the reform anéeagent were not achieved.
The level of production did not decrease as wageeg. Because the set-aside
policy limited the land used for production, noethmount. The producers
allocated the same resources to the remaining lamd increased their
production. In addition , the set-aside policy dt specify the products that
were subject to the policy. Thus, the producergehshifted their set-aside
obligation to the less profitable crops and the nmolicy has generated a
distortionary effect on the agricultural market. bSequently, the EU
Commission has continued the reform process witendlg 2000, which was

then followed by the 2003 reform package.

In July 1997, the Commission published its reformappsals in the document
Agenda 2000 (Rickard, 2000). Once again, the ealuéin support prices and
compensatory direct payments were underlined. Hgyyear 2000, the most
topical issue in the EU affairs became the forthognenlargement round. The
relatively high share of agriculture in Central dbadstern European Countries
(CEECs) prompted the EU towards further CAP adjesitis1 Although some

minor changes were implied in the Agenda 2000, rémarkable policy shift

from market price support to direct income suppaas continued on the same

lines as with the 1992 Mac Sharry reform.

In order to fulfill its early commitments made umdéne Uruguay Round
Agreement, and to adjust the CEECs to the CAP,Bbehas continued the
reform process with the 2003 reform package. Thsetnmportant achievement
of this reform was the decoupling of direct paymsemd the farmers. A
decoupled payment means that the level of paymenthe farmers is
independent of what they produce. The farmers lia@dlexibility to produce

any agricultural commodity on their land exceptitfrivegetables and table



potatoes (Delayen, 2007). Moreover, the farmersoaigated to comply with
the cross-compliance rule and to keep their landgaed agricultural and

environmental condition.

All these things show that the CAP of the EU hasob& dynamic. It is not
isolated from global agriculture and tries congilieto be compatible with the
URAA regulations. However, the main concern oftkiudy is to understand
the real impact of the CAP reform and the URAA atrd and extra EU-15
agricultural trade. In the following chapter, #neolution of intra and extra EU-
15 agriculture European will be analyzed for eadpct group.



CHAPTER 3
INTRA AND EXTRA EU-15 AGRICULTURAL TRADE
BY
PRODUCT GROUPS

The economic integration process, which began with Customs Union and
continued with the completion of single market, m#ide EU one of the biggest
economic blocs in the world. Basically, with thestbms Union, the member
states removed barriers to trade towards each ,othieite they adopted a
common external tariff for third countries. Themef, a common stance in
international trade was formed. In this integnatpyocess, agriculture played a
key role and helped strengthen the idea of a comEwmope. The customs
union began with a common agricultural policy, @mds the first impacts of the

customs union were felt in agriculture.

Undoubtedly, the expected result of the customsruis the intensification of
intra-trade - the trade occurring between the mesbethe EU. Given that the
European Union is a trade bloc, it does not coma sigrprise that the intra EU-
15 trade accounts for the great majority of thaltetJ-15 agricultural trade. In
2006, the share of intra EU-27 food products exped a percentage of total
EU-27 food products exports was 77.5%, whereasataé share of intra EU-27
food products imports in total EU-27 food productsports was 74.3%
(European Statistical Books, 2007). This suprenwddptra trade over external
trade occurs as a result not only of the customsnuand the CAP, but also

because of the geographic proximity.

Although the patterns of intra trade have not ugdee a major change, the
patterns of external trade of the EU have beenestdy to remarkable changes
since the 1990s. The URAA, signed in 1995, andadhgoing CAP reform
process, gave a new impetus to the EU’s externadwdiyiral trade relations. In
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particular, it is the extra EU-15 imports which baéween influenced the most by

this new order in global agricultural trade.

As has already been mentioned, with the URAA of5198e EU committed to
reduce the value of export subsidies and tariffabyaverage of 36% for the
following five years. In view of the fact that th€lJ accounted for 89% of
export subsidy expenditure of all WTO members,asw significant concession
for the EU to reduce its export subsidies (Swinh&005). However, by the
time these commitments were made, the EU had alresfdrmed the CAP.

Consequently, the reformed CAP allowed the EU tpshthe Uruguay Round
in a way that made it acceptable for the WTO (Meeh2007). In other words,
the reform package of the CAP has covered meadorethe forthcoming

reduction in export subsidies due to the URAA. Theasures taken in the
reformed CAP to avoid production surpluses haveremged productivity

throughout the European Union. Furthermore, thepEddlucers have learnt to
compete with world agricultural products despitevihng reduced export
subsidies. Thus, external exports of the EU werteconsiderably affected by
the URAA. However, the impact of the URAA is mutiore concrete in extra-
EU imports. The market access provisions of théAlRave allowed some of

the world agricultural products to enter the EU keafor the first time.

In this chapter, the evolution of the intra andr@&U-15 agricultural trade will
be analyzed. The analysis will be made using A€ Slassification according
to which three single-digit groups are identifiedagricultural products. These
are “Food and Live Animals”, “Beverages and Tobdc@nd “Animal and
Vegetable Oils and Fats”. Besides these grougstwib-digit “Textile Fibres”
group (which is under the heading “Crude Materiaiedible except fuels”) is
also included in the analysis. The subgroupsdhatanalyzed in this study are

given in Table 3.1. The analysis covers threetgighducts at most.
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Table 3.1 : Agricultural Products due to the SITC. Rev.1 Classification

0 Food and Live Animals
00 Live Animals
01 Meat and Meat Preparations
02 Dairy Products
022 Milk and Cream
023 Butter
024 Cheese and Curd
025 Eggs
03 Fish and Fish Preparations
04 Cereals
041 Wheat
042 Rice
043 Barley
044 Maize
05 Fruit and Vegetables
06 Sugar and Honey
7 Coffee, Tea and Spices
071 Coffee
072 Cocoa
073 Chocolate
074 Tea and Mate
075 Spices
08 Feeding Stuff
09 Miscellaneous Food
1 Beverages and Tobacco
11 Beverages
111 Non Alcoholic Beverages
112 Alcoholic Beverages
12 Tobacco

2 Crude Materials, inedible, except fuels

26 Textile Fibres (Silk, Wool and Other AnimaliH& otton)
4 Animal and Vegetable Oils and Fats

41 Animal Oils and Fats

42 Vegetable Oils and Fats

43 Processed Animal and Vegetable Oils and Fats
Source: Comtrade

The aggregate outlook of the intra EU-15 agricalturade for the 1985 - 2005
period shows that, by quantity of trade, the “Ckr'eproduct group is the main
product that is traded within the borders of the BBJwith a market share of 24%.

Fruits and vegetables, beverages, tobacco, anstdsle products are the other
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major products having a high share in total intth E5 agricultural trade (Figure
3.1).

Cereals 7,842
Fruits and Vegetables
Beverages and Tobacco
Feeding Stuff

Dairy Products

Meat and Meat Prep.

Animal and Vegetable Oils&Fats
Sugar and Honey

Miscellaneous Food

Coffee, Tea and Spices

Fish and Fish Prep

Live Animals

Textile Fibers (Silk, Wool and Cotton) §§ 839

4

0 10,000 20,000 30,000 40,000 50,000 60,000 70,000
1000 tonnes

Figure 3.1: Intra EU-15 Agricultural Trade by Quantity (Av. 1985 — 2005)
Source: Comtrade

The group with the fourth biggest export quantieeding Stuff”, has a market
share of 14% in total agricultural trade. It idldwved by “Dairy Products”,
which accounts for 8%, and “Meat and Meat Prepamati which accounts for
5%. While “Dairy Products” constitutes 58% of mtEU-15 livestock trade,
“Meat and Meat Preparations” constitutes 34% orrane between 1985 and
2005.
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Figure 3.2: Share of Products in Intra EU-15 Agricdtural Trade by value
(2005)
Source: Comtrade

However, when an analysis is repeated in termsabfey the ranking becomes
quite different. Figure 3.2 shows that the “fruéiisd vegetables” group is the
leading product group in intra EU-15 agriculturaperts by value. Although
the cereal group is dominant by quantity in intld-E5 agricultural trade, by
value it ranks as the fourth most exported prodgiup after fruit and
vegetables (21%), meat (14%), and dairy produdi%ojl

With regard to extra EU-15 agricultural trade, FeguB.3a and 3.3b make a
comparison between extra EU-15 exports and imgortshe year 2005. It is
obvious that there is a great dominance of beveragextra exports, amounting
to 20.5 billion US dollars. The beverage group aahare of 26% in extra EU-
15 agricultural exports. It is followed by fruémd vegetables and cereals, both
of which have 11% share.

The supremacy of beverages in extra-exports isacepl by fruits and

vegetables when extra EU-15 agricultural imporis eonsidered. Having a
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share of 27%, fruits and vegetables play a key irokextra EU-15 agricultural

imports.

The Fish and fish preparations group,cwhs negligible in intra

agricultural trade both by quantity and value, ¢ibutes 18% of extra imports.

10% 8%

e

\

8%

\11%
\/11%

. 6%
8%
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4%
4%

26%

O Meat and Meat Prep.
@ Dairy Products

O Cereals

O Fruits and Vegetables
B Coffee, Tea and Spices
O Miscellaneous Food
W Beverages

O Fish

M Sugar and Honey

[l Tobacco

O Other

Figure 3.3a: Share of Products in Extra EU-15 Agrialtural Export by value (2005)

Source: Comtrade
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Figure 3.3b: Share of Products in Extra EU-15 Agrialtural Import by value (2005)

Source: Comtrade
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3.1 Cereals

The cereals sector has a central role in Europgdaou#tural production. The

EU-15, whose cereal production amounts to 192 oniltonnes on average for
the 1985-2005 period, accounts for 10% of worleeakproduction. France is
the leading producer of cereals. It accounts 186 2f the total quantity of EU-

15 cereal production on average for the 1985 - 2@0td. The second largest
producer of the EU-15, Germany, follows France Wiil86 share of the EU-15
cereal market by quantity (Figure 3.4)
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Figure 3.4: Cereal Production in the EU-15 (Av. 198-2005)
Source: Faostat and Comtrade

The cereals product group mainly consists of wheeg, barley and maize.
When the cereal production at the Union level issidered, it can be stated that
wheat is the most common cereal in the EU-15, adooy for more than 50%
of EU-15 cereal production. Wheat production in Ei¢-15 constitutes 16% of
world wheat production on average for the perio@519 2005. Barley follows

wheat with its share of 27% in total cereal proguct The least common cereal
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in the EU-15 is rice, which is produced only in tflediterranean coast region
of the EU.

As for cereal production at individual level, thease of these products differs
among member states. Figure 3.5 shows the cormposit cereal products in
five major cereal producer countries. While whelatys a key role in cereal
production of France, Germany and the United Kimydmaize and barley are

dominant in the cereal production of Spain and/Itakpectively.

France | |

Germany | | |

United Kingdom | |

i |

Spain l | |

0% 20% 40% 60% 80% 100%

‘ O Wheat m Rice O Barley O Maize ‘

Figure 3.5Composition of Cereals Production in FivéMajor Producers (Av.1985 —
2005)
Source: Comtrade

In respect of trade, cereals have a 17% shareahdgricultural exports of the
EU-15 and a 25% share in intra EU-15 agriculturgbogts by quantity on
average for the period 1985-2005. Although theasrsector is the leader in
intra EU-15 agricultural exports by quantity, ithees after fruits and vegetables
in value terms because of their relatively low gsic In 2005, cereals accounted
for 10% of the total value of intra agricultural pexts, following fruits and
vegetables (21%), meat (14%), and dairy produdit%o{1
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Among the cereals, wheat is the most traded proditicin the EU-15 members
by quantity, and it accounts for almost half ofanEU-15 cereal trade. Maize is
the second most traded cereal, having a 26% sHaotabintra cereal trade by
guantity. Although more barley is produced comg@are maize, it is exported
less than maize. This may suggest that countnesrere homogeneous in

barley production (Figure 3.6).

i O EU-15 Cereal
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Figure 3.6: Production and Intra EU-15 Exports of Gereal Subgroups
Source: Faostat and Comtrade

The leading exporter in intra EU-15 cereal tradé-riance, which is also the
leading producer as mentioned above. In termsnpbrts, Italy is the largest
importer, and it composes 22% of total intra ceregdorts. The Netherlands,
Belgium and Spain are the other three major impered intra cereal trade
(Figure 3.7).
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Figure 3.7: Intra EU-15 Cereal Trade (Av. 1985-200b
Source: Comtrade

As far as the extra EU-15 cereal trade is conceritedin be stated that extra
cereal export constitutes 33% of EU-15’s total akexport, in value terms, on
average for the period 1985-2005. In addition,ghare of extra import in EU-
15’s total cereal imports is 16%. Obviously, ther@a dominance of intra trade
in EU-15 cereal trade. Regarding the fact thatniagor events which have an
influence on the agricultural trade of the EU dne CAP reforms and the
URAA, it is useful to analyze the evolution of exitereal trade for the 1995-
2005 period. While the share of extra export taltoereal exports diminished
from 33% to 29% between 1995 and 2005, the shaexto& imports in total

imports increased from 15% to 19%. Although intrade still keeps its

remarkably high share in the total cereal tradehef EU-15, the agricultural
trade liberalization process, which began with tb®AA, made little

contribution to the share of extra import.

The main destinations of the EU-15's cereal expares ACP countries, south
Mediterranean states (MEDA), NAFTA and EFTA cousgri(Table 3.2). In
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2005, they accounted for 18%, 15%, 10% and 9% efEW-15 extra cereal

exports respectively. Among the Mediterraneanestaflgeria is the main

outlet for European cereals, accounting for 40%0f15 exports to MEDAs

and 7% of total extra EU-15 cereal exports.

Table 3.2: Extra EU-15 Cereal Exports, 2005

Main Trade Partners EU Exports
Million$ % of Total
Extra EU-15 8,500 100%
ACP 1,514 18%
MEDA 1,312 15%
NAFTA 879 10%
EFTA 785 9%
Eastern Europe 707 8%
Europe Former USSR 441 5%
ASEAN 390 5%
Japan 300 4%
Other 2170 25%

Source: Comtrade

The largest cereal supplier to the EU-15 is thedfasEurope countries, some

of which are new members of the EU. The Easterrofig region mainly

consists of Albania, Slovakia, Romania, BulgarialaRd, the Czech Republic,

and Hungary. Recently, in 2005, they together antax for 29% of extra EU-

15 cereal imports. In particular, Hungary and Rdlaccount for 38% and 29%
of the imports that the EU-15 made from Easterrope(Table 3.3).

Table 3.3: Extra EU-15 Cereal Imports, 2005

Main Trade Partners EU Imports

Million$ % of Total
Extra EU-15 4,500 100%
Eastern Europe 1,275 29%
NAFTA 1,035 23%
Europe Former USSR 568 13%
EFTA 320 7%
MERCOSUR 288 6%
ASEAN 243 5%
India 167 4%
Turkey 68 2%
Other 536 11%

Source:Comtrade
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Having a 12% share in total value of European agjtical production, cereals
have a key role in European agriculture (Europeamm@ission, 2006). Since
the cereals sector has a relatively high sharetal production, and most of the
cereals serve as animal feed, the 1992 reform amogind the URAA were
concentrated on this sector.

The main objective of the URAA was to close the papnveen the EU market
prices and the world prices. In order to achigseaim, the URAA has limited
the quantity and the value of export subsidiesreduction in export subsidies
could only be maintained by the reduction in EU mup prices. The 1992
reform rearranged the agricultural support meckmanis order to reduce the
level of support price and thus fulfill the commént on reducing export
subsidies. The decrease in export subsidies dBATT members moved the
world prices to higher levels, and thus the domegstices and the world prices

became closer compared to their level before 1995.

However, the combination of price adjustments, aifgayment and set-aside
policy did not reduce the cereal surplus, and thedyrction continued to
increase. Although the support prices in the sestre officially lowered, the
majority of the farmers still found it profitable increase production because of
the compensatory payments. Moreover, the incrgapmoductivity in the
Union after implementation of the set-aside polegs another reason for the

ongoing increase in production.
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Figure 3.8 Cereal Production in the EU-15
Source: Faostat

As seen in Figure 3.8, there is a reduction inlé¢vel of production in the four

year period between 1992 and 1995. The set-asililey fecame less effective
after 1995 because the producers shifted theirmaside obligation to less

profitable crops than cereals, in particular whegiwus, the effectiveness of the
set-aside policy has diminished as the years hassegl.

The regulations in agricultural global trade madwler the URAA includes
reduction in tariffs by 36%, which means that themeéstic market becomes
more open to world imports. Under this new worldesrin agriculture, the share
of non-European countries in EU total cereals irtgpas expected to rise.
Nonetheless, as has already mentioned above, a@real imports, which
account for 84% of the EU-15’s total cereal impamsaverage, has always been
dominant since 1985 (Figure 3.9). The share ofaeitd-15 cereal imports only
increased by 3% in the 1995 - 2005 period, afterGAP reform program was
introduced and the URAA was signed (Figure 3.10).

22



100% -

80%

60%

40%

20%

0%

0 © N~ [ee] ()] o I N ™ < 19 © ~ [ee) [e2] o — N 92 < [Xe)
[ee] [¢e) [ee) [ee) [ce] (2] [e2] (2] (2] [e2] [e2] (2] [e2] (2] [e2] o o o o o o
[e)] [« [« [e)] [e)] (2] (2] [e)] [e)] (2] (2] [e2) [e)] [e)] [e2) o o o o o o
- —l —l — — —l —l — — —l —l —l — — —l N N N N N N

‘ Intra Cereal Export B Extra Cereal Export

Figure 3.9: Intra and Extra EU-15 Cereal Exports byvalue
Source: Comtrade
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Figure 3.10: Intra and Extra EU-15 Cereal Imports by value
Source: Comtrade
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3.2 Livestock Products

This group consists of live animals, meat and damyducts. Their shares in
intra EU-15 livestock trade are 8%, 34%, and 58%peetively. The total
percentage value of meat and milk in the total eadfi European agricultural
production was 42.5%. (European Commission, 20@®8cause of this high
share in total value of agricultural output, themdstic support implemented

through the CAP has always been highly concentraretthe livestock sector.

As far as the livestock trade is concerned, itloarstated that the total export of
livestock products (live animals, meat and meatparations, and dairy
products) was 69 billion US dollars, whereas taotgbort of livestock products
was 53.5 billion US dollars in 2005. Obviously, tk&J, which had a trade
balance of 15.5 billion US dollars in 2005, is a m&porter of livestock
products. Despite the URAA imposition of toughaifidine on the use of export
subsidies, the total quantity of the EU’s livestaoiport has not been affected
by the reduction in export subsidies. The avemg®rt of livestock products
was 19 million tonnes between the years 1985 ai®d,18nd it increased to 27
million tonnes as the years passed from 1995 t&200owever, the URAA has
not done anything to ease the dominance of imbestock export. Instead, the
share of intra exports increased between 1985 808.2 While intra exports
represented 74% of the total livestock export iB5,9t accounted for 79% in

1995, and reached 82% in the following years.

On the other hand, in terms of EU livestock importgra EU-15 livestock
imports accounted for 84% of the total value ofestock imports in 2005.
Meanwhile, the share of extra EU-15 imports asragrgage of total imports of
livestock products is 13% on average for the 198352period. Although
disciplines on market access are significant actishmpents of the URAA,
agricultural tariffs still remain high in some corodities, including livestock
products as well (Diakosavvas, 2003). The EU tes market is still so
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protectionist today that the access for world ligek products to the EU market
is very limited. In particular, the dairy market,which the share of extra EU-
15 imports is 6% on average, is the most isolatgtt@tural market of the EU-

15.

3.2.1 Live Animals

The EU-15, which had a trade balance of 326 millig dollars in 2005, is a
net exporter of live animals. Like other livestqmoducts, there is a dominance
of intra trade in the total trade of live animal3n average, for the period 1985 -
2005, the share of intra trade in EU-15 live ansrtahde is 85%. France is the
biggest exporter of live animals, with a share 4¥3in intra EU-15 live animals
exports by quantity on average for 1985 - 2005 qaeri The Netherlands,
Germany, and Belgium-Luxembourg are the other majgporters of live
animals in intra trade, accounting for 46% of intve@ animal export (Table 3.4
and Figure 3.11).

Table 3.4 : Intra EU-15 Live Animal Exports (Av. 185 - 2005)

1000 tonnes
France 530,649
Netherlands 328,259
Germany 228,488
Belgium-Luxembourg 166,673
Other EU-15 259,571

Source: Comtrade

Other EU-15
17%
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22%

Figure 3.11: Share of Member States in Intra EU-1%ive Animals Exports
Source : Comtrade
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Table 3.5: Intra EU-15 Live Animal Import (Av. 1985-2005)

1000 tonnes
Italy 534,315
Belgium-Luxembourg 216,518
Germany 210,481
Netherlands 185,410
France 156,524
Spain 119,320
Other EU-15 135,114
Other EU-15
Spain 9% Italy

8% 33%

France
10%

Netherlands
12%

Belgium-
Germany Luxembourg
14% 14%

Figure 3.12: Share of Member States in Intra EU-1%ive Animals Imports
Source: Comtrade

As is shown in Table 3.5 and Figure 3.12, the legdmporter in live animal
intra imports is Italy, with a market share of 33%he arguments that have
been presented suggest that live animals are expartd imported mostly by
France and Italy within the borders of the EU-1Zonsidering the development
of live animal exports, it can be stated that tHeas not been an increase in the
quantity of live animal export between 1985 and20QBigure 3.11). Among
the livestock products, the impact of reduction erport subsidies as an
obligation of the URAA is relatively more concretelive animals. While the
average quantity of live animal export is 1.7 rolitonnes between 1985 and
1994, it is recorded as 1.4 million tonnes in tA83.- 2005 period.

As far as the world live animal access to the Eafkat is concerned, the share
of extra EU-15 live animal import is 15% on averé&gethe 1985 - 2005 period.
During the liberalization period, which was inigdtwith the URAA, the share

of extra imports as a percentage of total impods heen increased as was
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expected. While the share of extra imports inl totgports was 13% in 1995, it
increased to 16% by the year 2005. In fact, ithed a peak in 2001 with a
19% share. As regards the partners in live aniradk, the main destination of
EU-15 exports is the NAFTA region. NAFTA represe@P.5% of extra EU-15
live animal exports on average for the period 192805. Following NAFTA,

OPEC countries are the second main partners oEthd5, and, in 2005, the

share of OPEC in extra EU-15 live animal exports @&%.

3.2.2 Meat and Meat Preparations

The EU-15 is a big player in meat production ardd; accounting for 16% of
the world meat production and 12.8% of the worldahieade in 2004 (European
Commission, 2004). Beef meat is by far the leadieat produced in the EU-
15, representing a half of the meat productiorg rReéat and poultry follow beef
meat with shares of 25% and 13% respectively. Agmthre EU-15 member
states, Germany is the leading meat producer, ibatitrg 19% to the EU-15
meat production on average for the period 19890520-rance, Italy, the United
Kingdom, Spain and the Netherlands are the othgompoducers of meat,

together accounting for 60% of EU-15 meat produnchy quantity.

The dominance of France in intra EU-15 live animgborts is replaced by the
Netherlands in respect of intra EU-15 meat exporifie Netherlands is the
leader in intra meat exports, accounting for 25%otdl intra meat exports. It is
followed by Germany, France, Belgium-Luxembourg &&hmark, and each of
these has an almost 14% share in intra EU-15 mqadres. However, the
ranking is different as regards intra meat imp@ermany, Italy and the United
Kingdom are the leaders in intra meat import, antiog for 23%, 18%, and

16% of intra EU-15 meat imports respectively.

The meat sector is the most liberalized sectohéenEuropean livestock market.

The share of extra imports in EU-15 total impogslB% on average for the
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period 1985 - 2005. While the share of extra impoas 16% in 1995, it
increased to 21% in the following ten years. Tlseidline on tariffication and
the reduction in tariffs by 21% which were introdddy the URAA, has made
the EU meat market more open to world meat prodoatspared to its base
before 1995.

The impact of the URAA is very limited on the expside as well. As can be
seen from Figure 3.13, there has been a remarkatiease in the quantity of
meat exportation since 1985. While meat export®@ats for 7 million tonnes
on average in the period 1985 - 1995, they amouritOt5 million tonnes on
average in the 1996 - 2005 period, including batitrai and extra exports.
Although the EU agricultural market was subject aoreduction in export
subsidies, the quantity of meat exports has inexkay almost 50%. Therefore,
it can be concluded that the reform of the CAP imasle the European meat
sector more competitive by improving efficiency oin production and
exportation. Nonetheless, meat exports are nopteceto the general pattern
of European agricultural trade whereby intra tradeprises the great majority
of the total trade. In the period 1985 - 2005, &élverage share of intra meat

exports as a percentage of total meat exports¥s 81
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Figure 3.13: Quantity of Livestock Exports (including intra and extra)
Source: Comtrade

28



In extra EU-15 meat exports, which account for 180the EU-15's total meat
exports, Eastern European countries, Japan anfbiimer Soviet states play a
key role as the major partners. In 2005, they awctam for 22%, 19%, and 15%
of total value of extra EU-15 meat export respetdsiv(Table 3.6). Russia,
which replaces the former USSR states in the tdlale,a 12% share in the total
value of extra EU-15 meat exports. The major ntleat Russia imports from
the EU-15 is bovine meat, and Russia received rtttaa 40% of extra EU

bovine meat exports.

Table 3.6: Extra EU-15 Meat Exports, 2005

. EU Exports

Main Trade Partners Nillions % of Total
Extra EU-15 5, 915 100%
Eastern Europe 1,287 22%
Japan 1,105 19%
Europe Former USSR 890 15%
ACP 382 6%
NAFTA 351 6%
EFTA 305 5%
Australia 92 2%
ASEAN 89 2%
Other 1,414 23%

Source: Comtrade

In extra EU-15 meat imports, which accounted fd¥odf the total value of EU-
15 meat imports in 2005, the MERCOSUR states aee niost significant
partners (Table 3.7). In particular, they are dantnin the EU-15’s beef and
poultry meat imports. Brazil, Argentina and Uruguagether account for more
than 80% of the total value of extra EU-15 beefomt@ In addition, Brazil is
the most important supplier of poultry meat witmarket share of around 60%.
(European Commission, 2006). In addition to theRMIEDSUR countries, New
Zealand also has a specific importance for the Elccounted for almost 80%

of extra EU-15 sheep and goat meat imports in 2005.
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Table 3.7: Extra EU-15 Meat Imports, 2005

. EU Imports

Main Trade Partners Nillions % of Total
Extra EU-15 6,860 100%
MERCOSUR (plus Chile) 1,580 22%
Eastern Europe 1,536 22%
New Zealand 1,502 20%
ASEAN 396 6%
Australia 177 2%
NAFTA 113 2%
EFTA 38 1%
Other 1,518 25%

Source: Comtrade

2.2.3 Dairy Products

The final and most important group within the litgek industry is the dairy
sector. The dairy sector consists of “milk andaang “butter”, “cheese and
curd” and “eggs”. Dairy products, as a whole, ¢ibuied 10% of the total value
of EU-15 agricultural exports in 2005. With thisrpentage, the dairy group
took fifth place in the ranking of the most expdriggricultural products after
fruit and vegetable (18%), beverages (15%), mea®o]l and cereal (11%)

exports.

As is widely known, milk is the raw material of tlgiry industry. In 2006,
30% of milk was directly consumed, whereas 37% wasd in cheese
production, and 16% in butter production. Milk laasignificant role in the EU
both in terms of production and in intra tradeotal milk production in the EU-
15 amounts to 128 million tonnes on average forpdgod 1985 - 2005. With
this amount, the EU-15 represents 20% of world rpil&duction. Moreover,
milk contributes 13.8% to the EU’s total value afriaultural production

according to the 2004 data (European Commissidd6 )20

All of the EU member states produce milk, and,ontimern Europe in particular,

agricultural production mainly concentrates on malkd milk products. For
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instance, milk accounts for 32.3% of Luxembourgtal value of agricultural
production. Finland(28%), Sweden (23.7), Irelan8.§2), Germany (18,9%),
Denmark (17%), the Netherlands (17.4%) and theddnitingdom (16.8%) are
the other major countries in which milk productiplays a key role in total
agricultural production (European Commission, 2006)

However, the contribution of the member states verall European milk
production differs. Although milk accounts for 3% of Luxembourg’s total
value of agricultural output, the milk productiom iLuxembourg only
contributes by 3% to the total quantity of EU-13knproduction. As is shown
in Figure 2.13, Germany, France and the United #amg are the largest milk
producers of the EU-15, having 23%, 21%, and 12&6eshin the EU-15’s total
milk production by quantity respectively. In lin@ith this ranking in
production, Germany, France, the United Kingdome tRetherlands and
Belgium-Luxembourg are the largest suppliers ofkmaithin the Union.
Despite being the fourth largest milk producerlylia the leading importer in
intra EU-15 milk trade by quantity. In addition ttaly, Germany, the
Netherlands, France and the United Kingdom are dbieer major milk

importers, each of which has more than 10% shairgra dairy imports.
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Figure 3.14: Production and Intra Trade of Milk in the EU-15 by quantity,
(Av.1985 — 2005)
Source: Faostat and Comtrade

On the other hand, Figures 3.15 and 3.16 shed $ghteon the composition of
dairy products in each member state’s intra daegd. Most of the member
states mainly export milk to the Union. In GermaAuystria and Portugal, milk
accounts for more than 80% of dairy export occgrinthin the EU-15. Apart
from milk, Italy and Greece are the member stateshich “cheese and curd”
plays a key role in intra EU-15 dairy export. Td@minance of milk in intra
dairy exports is also seen in intra dairy imporfhe largest milk importer,
Italy, mostly imports milk with a percentage of rmdhan 80% among all dairy

products.
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Figure 3.15: Share of Products in Intra EU-15 DairyExports of the Member
States (Av. 1985 — 2005)
Source: Comtrade
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Figure 3.16: Share of Products in Intra EU-15 Dairylmports of the Member
States (Av. 1985 — 2005)
Source: Comtrade
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Dairy products require special attention not omlyrespect of the livestock
product group, but also in overall agricultural guotion and trade. The “Dairy
products” group has always been at the core ofGAP reform process. In

addition, the dairy industry has been directlyueficed by the URAA.

Intervention prices, import levies and export sdies - the traditional market
support instruments of the CAP - started to be @manted for dairy products in
1968, and the regulation on the dairy market resthinnchanged until the
1980s. The European Commission introduced milkkagion 1984 in order to
reduce the excess production and thus the expertabplus (Tolosan, 2004).
In line with the production quotas, the amount afknproduction has been
diminishing since 1985 (Figure 3.17).
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Figure 3.17: Production of Milk in EU-15 (1985-200p
Source: Faostat

On the other hand, the market support mechanisrdairy products were
reorganized by the 1992 Mac Sharry reforms in otdeharmonize the EU
regulations with the new principles of the URAASAIft from a market support
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system to direct income support occurred in theD$99The main objective of
this remarkable change was to meet the constrairite URAA on the quantity

of export subsidies and on the value of exportna$u According to the

URAA, the EU has committed to reducing the amoungexport subsidy by

21%, and to reducing the value of export subsigeexiture by 36% compared
to a 1986 - 1990 base.

In addition to the constraints on export subsidies,URAA laid down the rules
for tarriffication as well. For this reason, th& Bas committed to converting
import levies into tariffs and to reducing thosefta by 36%. Under these new
regulations, the share of intra imports as a peagen of total imports is
expected to be reduced. Within this context, wthenshare of intra trade and
extra trade in total dairy trade of the EU-15 isnpared for the period 1985 -
2005, it is seen that there has always been a miedace of intra trade. While
the share of extra imports in the total value afydanports is 6% on average
for the twenty-year period, the share of extraydaxports in total dairy exports
IS not particularly dramatic. Extra exports acdotor 24% of total dairy
exports of the EU-15 on average.

In order to understand the influence of the URAAtlo& share of extra trade, the
evolution of intra and extra EU-15 dairy trade dddee analyzed. The average
share of extra exports in dairy exports of the EUfdr the ten-year period
before 1995 is 26%, whereas it is 23% for the tsry after 1995. With regard
to imports, the average share of extra importsaimydmports of the EU-15 is
6%, for the two ten-year periods both before anerdf995. However, it should
be noted that the share of extra imports in togatydimports rose from 5% to
9% between 1995 and 2005. Thus, although the dségtor is very
protectionist today, the attempts of the URAA taelialize agricultural markets
has made a contribution to the increase in the etaskare of world dairy
products in the EU-15 dairy market.
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Apart from the changes in the percentage sharesrafand extra trade in total
dairy trade, changes in dairy trade quantities glges a clue about the impact
of the URAA on the European dairy trade. While tjuantity of milk exports
increased by 100% from 1985 to 1995, it increase8d%0 from 1995 to 2005.
Although the pace of increase differs between tivseperiods, the quantity of
milk export still continues to rise. The reductionexport subsidies which had
been committed to under the URAA did not have aomajfluence on the
quantity of dairy exports. Figure 3.18 shows tlel@tion of the quantity of
dairy exports. In line with the intensification wfilk exports, cheese and butter
exports have also risen since 1985. However, a@etghthese two products has

as significant a role in EU-15 agricultural tradenailk has.
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Figure 3.18: The Evolution of the Quantity of DairyExports
Source:Comtrade

As far as the partners of the EU-15 in dairy trade concerned, Table 3.8 and
Table 3.7 indicate the major destinations of Euampéairy export and the main
suppliers of dairy products. In 2005, the EU-145 hea trade balance of
approximately 4 billion US dollars. The ACP, Naftad MEDA countries were
the main partners of the EU-15 in dairy exports,aatounting for more than

10% of extra EU-15 dairy exports.

36



Table 3.8: Extra EU-15 Dairy Exports, 2005

. EU Exports

Main Trade Partners Million US$ % of Total
Extra EU-15 6.276 100%
ACP 943 15%
NAFTA 924 15%
MEDA 693 11%
Europe Former USSR 484 8%
ASEAN 410 7%
Eastern Europe 406 7%
EFTA 355 6%
Japan 275 4%
Other 1786 27%

Source: Comtrade

As for the extra dairy imports, it is seen that &d-15 mainly imports dairy
products from its near neighbors. Eastern Europeciwhas a share of 45% in
extra imports, is by far the main source of extidE5 dairy imports (Table
3.9).

Table 3.9: Extra EU-15 Dairy Imports, 2005

EU Imports

Main Trade Partners Million US$ % of Total
Extra EU-15 2,155 100%
Eastern Europe 965 45%
EFTA 386 18%
New Zealand 300 14%
Europe Former USSR 232 11%
NAFTA 83 4%
Australia 72 3%
India 11 1%
Other 106 4%

Source: Comtrade

3.3 Fruits and Vegetables

Fruits and vegetables are the most traded prodiyctslue of trade on average
for the period 1985 - 2005. Together they accalifde 21% of the total value
of intra EU-15 agricultural exports and 11% of tot@lue of extra EU-15
agricultural exports. Although by quantity of pumtion and trade they come
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after cereals, they are the leading products, ddetvalue, both in intra trade and
in overall trade of the EU-15.

The “fruits and vegetables” group consists of fremfd dried fruit, and
vegetables. The quantity of vegetable productsomore than the quantity of
fruit production not only in the world, but also ihe EU-15. While average
world vegetable production amounts to 415 millionrtes, average world fruit
production is recorded as 600 million tonnes fo8A.9 2005 period. Although
vegetables are dominant in terms of production bothe world and in the EU-
15, the EU-15's contribution to world fruit prodiart is higher than its
contribution to world vegetable production. Whihe EU-15 has a 13.5% share
in world fruit production, it has an 8.5% shareniarld vegetable production. In
essence, vegetables are dominant in the whole grotgyms of trade quantity
as well, having more than a 60% share. The Meditean countries - Spain,
Italy and France - are the leading producers afsfrand vegetables in the EU-
15 (Figure 3.19). ltaly alone accounts for 33%h# total quantity of EU fruit
production, followed by Spain and Italy which acobdor 25% and 20%
respectively. Besides being the production leaddruit, Italy is by far the
largest producer of vegetables, accounting for 23%otal EU-15 vegetable

production.
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Figure 3.19: Fruits and Vegetables Production, Expt and Import in the EU-15
Source: Faostat and Comtrade

In terms of intra trade, Spain and Italy account38% of intra EU-15 fruit
exports by quantity on average for the period 198605. These two countries
are followed by France, the Netherlands and Belgiand they all have more
than a 10% share in intra fruit exports. However vegetables, the ranking is
somewhat different. The Netherlands has a sulalignhigher share in intra
EU-15 vegetable exports. The exports of the N&hds to the Union
constitute 30% of the intra vegetable exports oeraye for the 1985 - 2005
period. The Netherlands is followed by Spain, Eeaand Belgium, the other
three major exporters of intra vegetable trade.rn@ay, the fifth largest fruit
and vegetable producer, is the main destinationEafopean fruits and
vegetables, having a 27% share in intra fruit aegetable imports. On average,
of the quantity of fruit and vegetable imports ar@any, which amounts to 6.3
million tonnes, vegetables have a 58% share. Tdtaévlands, which accounts
for 10% of intra fruit exports and 21% of intra etgble exports, is the second
largest importer in the intra EU-15 fruit and vead®é trade.
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In the total fruit and vegetable exports of the E&J-intra exports dominate with
an 84% share in total exports on average for theogel985 - 2005 (Figure
3.20). The URAA and the ongoing CAP reform procedsch operate towards
almost the same ideal, made no major changes irel&iieve share of intra trade
in overall trade. The fruit and vegetable sectaswot protected by a variable
levy mechanism but by a so called “reference prgstem. This system has
been changed least by the new rules laid down ey\JRAA. Thus, the EU
domestic market did not open to world commoditiee,dominance of intra EU-
15 fruit and vegetable imports in total fruit anelgetable imports of the EU-15
did not change, and intra imports still keeps a &bfre in total imports (Figure
3.21). However, it should be noted that the famtl vegetable sector is one of

the sectors in which world imports have a signiiicshare in EU market.
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Figure 3.20: Intra and Extra EU-15 Fruits and Vegetibles Exports by value
Source: Comtrade
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Figure 3.21: Intra and Extra EU-15 Fruits and Vegeables Imports by value
Source: Comtrade

In extra EU-15 exports, which has a relatively Isware compared to intra EU-
15 export, the EU-15 mainly exports fruit and vedps to its neighbors. In
2005, eastern European countries, including the Bewnembers Bulgaria and
Romania, accounted for 23% of extra EU-15 fruit &edetable exports. This
region is followed by EFTA(16%), and NAFTA(15%).

Table 3.10: Extra EU-15 Fruit and Vegetable Exports

EU Exports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 8,360 100% 100%
Eastern Europe 1,900 17% 23%
EFTA 1,350 17% 16%
NAFTA 1,181 15% 15%
Europe Former USSR 1,153 14% 14%
ACP 542 5% 6%
MEDA 356 6% 4%
Japan 320 5% 4%
Other 1,558 21% 18%

Source: Comtrade
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Although all of the former Soviet states which &reated in Europe became

EU members in 2004, their share in extra fruit amdjetable exports is
exactly the same in 1995 and 2005 (Table 3.10).

Table 3.11: Extra EU-15 Fruit and Vegetable Imports

EU Imports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 25,470 100% | 100%
ACP 4,432 12% 16%
MERCOSUR (Plus Chili) 3,780 14% 15%
NAFTA 2,834 13% 11%
Turkey 2,647 10% 10%
MEDA 2,510 9% 10%
Eastern Europe 1,593 6% 6%
China 1,200 3% 5%
ASEAN 757 5% 3%
New Zealand 703 2% 3%
India 487 1% 2%
Other 4527 25% 19%

Source: Comtrade

Regarding the partners of the EU-15 in fruit andetable imports, Table 3.11
shows that the ACP, MERCOSUR, NAFTA, and MEDA coiast are the main
suppliers of fruits and vegetables. Most of thpans from the ACP consist of
tropical fruits. Turkey is also a traditional peet of the EU-15 in the fruit and
vegetables trade, having a share of 10% in extralkUWruit and vegetables

imports.

Apparently, not only the share of extra import, bigo the major partners in
extra imports have not experienced a radical chaimgee 1995. While the share
of extra fruit and vegetables has remained at aqpiately 40% since 1995, the
major fruit and vegetable suppliers have kept tebares in total extra EU-15

fruit and vegetable imports.
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3.4 Sugar

The European Union is an important player in woddgar production,
consumption and trade. The EU-15, Brazil and Indgether account for half
of the world production. In 2004, the EU-15s shan world production
amounted to 13% for production, 12% for consumpti®?¥o for export and 5%

for import. (European Commission, 2004)

The main products within the sugar group are sbgat and sugar cane. Being
more common than the sugar cane, sugar beet isgeddhroughout the EU-15
except in Luxembourg. Sugar is commonly used esramaterial in various
sectors within the Union. According to the datanir the European
Commission, in the year 2006, 30% of sugar was woes directly, whereas
21% was used in the beverage sector, and 15% wexb insconfectionery.

(European Commission, 2006).

For the period between 1985 and 2005, the averaghigtion of sugar beet in
the EU-15 was almost 113 million tonnes. Francg @ermany dominate the
European sugar beet market, together accounting@® of European sugar
beet production. The share of sugar beet in tgaicultural output of these
countries are 22% and 20% respectively. As caselee from Figure 3.22, the
other major producers of sugar beet are Italylthiged Kingdom, Belgium and

the Netherlands. The area planted with sugar &reunts to 1.4% of the total
agricultural area of the EU-15, and sugar beet@aasofor 1.8% of the value of
agricultural output. As far as sugar cane produmcts concerned, Spain and
Portugal are the only producers.

On the other hand, in a global context, the EUleen a net exporter of sugar

since the 1970s. It is the second largest expdaowing Brazil. However,
the average share of sugar in the total value oflEWorld exports for the 1985
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- 2005 period is nearly 3%, and this is extremely In view of the fact that the

share of fruits and vegetables is 17%.
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Figure 3.22: Sugar Beet Production in the EU-15 bguantity ( Av. 1985 — 2005)
Source: Comtrade

According to the SITC classification, the sugar ugroconsists of raw and

refined sugar, honey, and sugar preparations. ,legar preparations will be
neglected in order to simplify the analysis. Wtgard to intra sugar and honey
exports, France dominates the EU-15 with a markatesof 46.5% on average
for the 1985 - 2005 period by quantity of tradéheTntra-export data of the EU-
15 indicates that the development of intra EU-1§aswexports between 1985
and 2005 was directly shaped by France. As caneba fom the graph in

Figure 3.23, the fluctuations in intra sugar expat France and the EU-15
show almost the same pattern. The quantity okistrgar exports, including

honey as well, increased from 2 million tonnes tonfilion tonnes over the

period 1985 to 2005.
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On the other hand, when the sugar imports occusirigin the borders of the

EU-15 are considered, it can be stated that Belgguiny far the largest importer
of sugar in intra trade. By quantity of trade, @dah sugar imports amounted to
28.5% of intra EU-15 sugar imports in 2005, follavky Germany and the

United Kingdom.
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Figure 3.23: Evolution of Intra Sugar Exports in France, Germany and the EU-15
Source: Comtrade

The EU-15 exports sugar to non-European third caswith a relatively high
share compared to other agricultural products. éEXtJ-15 sugar exports
accounts for 58% of the EU-15’s total sugar exporntsaverage. With this ratio,
sugar is the third agricultural market in whichrex¢xports comprises more than

half of the total exports.

Nonetheless, on the import side, the market shamgoold sugar is 36% on
average. The EU-15 meets the great majority ofsuigar need from the
European market. Although the URAA attempted tweralize agricultural
markets and to improve market access, the sugdtetnbecame more isolated
in the ten-year period between 1995 and 2005 cosdptr the period 1985 -
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1995. While, the share of extra imports is 41%aoerage for 1985 - 1995
period, it is recorded as 30% for the 1995 - 2066qgd. The reform of the

sugar market is a recent event, and it will be detep by 2013.

Within this framework, the EU-15’s major trade pars are given in Table 3.12
and 3.13. As can be seen from the Table, the MEBRTA, NAFTA and

Eastern European countries, the traditional pastoéthe EU-15 in agricultural
exports, are the key partners in sugar exportsedls When the partners’ share
in extra EU-15 sugar exports in 2005 is compareith wieir share in 1995, it
can be seen that the former Soviet states, ASEANan) and Turkey have
experienced the most radical change. While theesbfaTurkey and the former

Soviet states decreased, the share of ASEAN arahJapreased.

Table 3.12: Extra EU-15 Sugar and Honey Exports

EU Exports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 2,738 100% | 100%
MEDA 582 20% 21%
EFTA 299 8% 11%
NAFTA 238 7% 9%
Eastern Europe 211 8% 8%
ACP 177 9% 6%
ASEAN 116 1% 4%
Europe Former USSR 75 8% 3%
Japan 69 1% 3%
Australia 32 0% 1%
Turkey 28 5% 1%
Other 911 33% 33%

Source: Comtrade
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Table 3.13: Extra EU-15 Sugar and Honey Imports

EU Imports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 2,801 100% | 100%
ACP 1,155 49% 42%
Eastern Europe 515 4% 19%
MERCOSUR 202 5% 8%
NAFTA 123 5% 4%
EFTA 69 3% 2%
China 63 2% 2%
Turkey 41 0% 1%
ASEAN 40 1% 1%
India 16 1% 1%
Other 577 28% 20%

Source: Comtrade

As for the partners of the EU-15 in sugar impottee ACP dominates the
European sugar market having a market share of 4Z¥e other two major
sugar suppliers, Eastern Europe and the MERCOSURntges, have

intensified their shares in extra EU-15 sugar ingeince 1995.
3.5 Coffee, Cocoa, Chocolate, Tea and Spices

This group is the "7product group listed under “Live animals and FogeSup

in SITC classification. The total share of thisgp in EU-15 agricultural trade
Is 5% in terms of the value of exports, and 7%emis of the value of imports
on average for the period 1985 -2005. With regangroduction, the EU makes

only a minor contribution to world production.

Among all the products comprising this group, chHam is the one which
accounts for the bulk of intra EU-15 trade. By mwjity of trade, on average for
the 1985 - 2005 period, chocolate amounts to 52% %5% of intra EU-15

exports and imports in this group respectively @iFég3.24). Exporting 215,000
tonnes, and importing 190,000 tonnes on averagen&wg plays a key role in
intra EU-15 chocolate trade. Belgium, the Nethedta and France follow
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Germany, exporting 195,000, 145,000, and 156,0Qthe® of chocolate,
respectively within the borders of EU-15. Wher&anchocolate imports are
concerned, France is the largest importer accogirfon 22% of intra EU-15

chocolate exports with 210,000 tonnes.

Intra EU-15 Export

Spices
3%

Tea and
Mate
2%

Chocolate
52%

Coffee
20%

Intra EU-15 Import

Spices
3%

Tea and
Mate
2%

18%

Chocolate

Cacoa
55%

Coffee

Cacoa
22%

23%

Figure 3.24: Shares in Intra EU-15 Export and Impot of Seventh Group Products
of SITC Rev.1 Classification by quantity of trade (Av. 1985 — 2005)
Source: Comtrade

On the other hand, with regard to coffee, the EeaopUnion is relatively more
specialized in roasted coffee than in green coffidra coffee exports amount
to 20% of the exports of this group. Belgium aneff@any dominate the intra
coffee trade, respectively trading 138,000 and @3 tonnes within the Union.
These countries are followed by France and theedritingdom with 115,000

and 57,000 tonnes of trade quantity respectively.

As far as the cocoa is concerned, Spain is byhiildrgest exporter among the
EU-15 countries. Cocoa exports of Spain to the bemof EU-15 are 231,000
tonnes and account for 56% of intra EU-15 cocoaoexfor the 1985 - 2005

period on average. France and Germany follow Spain16% and 14% shares

in intra cocoa export. Since the EU is not a copoaducer, these export
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amounts actually consist of re-exports. The EU-dEg@sses the exported cocoa

and re-exports the processed products to the Wnitmthe rest of the world.

Compared to the shares of chocolate, coffee andagcdbe remaining products,
tea and spices, constitute a small share in inai@det In view of the fact that tea
has a traditional value for the English, the Unitésthgdom is the largest
exporter of tea. Exporting 13,000 tonnes of teawerage for the 1985 -2005
period, it accounts for 43% of intra tea exportad ds followed by the

Netherlands which has a 20% share.

The final product listed under this group is spic&pices cover mainly vanilla,
cinnamon, cloves, nutmeg and mace, seeds of angebadian, thyme and
saffron according to the classification used iis #malysis. The average amount
of total spices produced in the EU-15 between 18852005 is 60,000 tonnes.
Germany and Spain together constitute more than 86%e average EU-15
spices production, producing 33,000 and 18,000 dsnrespectively. In
accordance with their dominance in production, tlaeg among the biggest
exporters of spices as well. Together they accoagther for 33% of intra
exports of spices. Despite being a relatively srmpabducer of spices, the
Netherlands, surprisingly plays a key role in tipéceas trade, accounting for
32% of average intra-exports. On the import s@ermany, Belgium and the
United Kingdom are the main importers of intra &agpices. The general view
of the intra EU-15 export of coffee, cocoa, chotmldea and spices indicates

that the EU has seen a growing trend in exportisarperiod concerned.
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Figure 3.25: The Evolution of the EU-15 Exports in 7" Group of
SITC
Source: Comtrade

As is seen in Figure 3.25 above, chocolate, cooodacaffee exports increased
considerably between 1985 and 2005. The reduati@xport subsidies, which
was introduced in 1995 by the URAA, has not madadical change in the
quantity of exports of the products within this gpo

As with most of the other agricultural productsthis group as well, there is a
dominance of intra exports in total EU-15 exporfroducts originating from
Europe dominate the European market with a 71% eshar average.
Nevertheless, in respect of import in this groug aghole, extra imports have a
supremacy over intra imports. On average, wortitipets have a 60% share in
the European market. In fact, in the late 19808, ghare of extra imports in
total imports was more than 70%. Over the yeai$ ssifficiency in this group

has been improved (Figure 3..26).
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Table 3.14: Extra EU-15 Coffee, Cocoa, Tea and Sgis Exports

EU Exports

Main Partners Million US$ % of Total

2005 1995 | 2005
Extra EU-15 4,743 100% | 100%
NAFTA 1,136 19% 25%
Eastern Europe 885 12% 20%
EFTA 575 9% 12%
Europe Former USSR 557 279 12%
Japan 250 4% 5%
Australia 195 3% 4%
MEDA 150 3% 3%
ACP 107 1% 2%
Turkey 77 1% 2%
Other 811 24% 15%

Source: Comtrade

As the values of extra exports and imports giverthe Table 3.14 and 3.15

show, the EU-15 is a net importer in this groupyih@ a 5 billion US dollar
trade deficit. NAFTA and Eastern Europe counttaggether accounted for 45%

of the extra EU-15 exports in 2005.

Interestinglye former Soviet states,

which were the key partners of the EU-15 in 1998\&i7%, accounted for 12%

in 2005.
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The ACP countries, which dominate the European rsogaket as mentioned
above, have a market share of 38% in extra EU-Jmita in this group. They
are followed by the MERCOSUR and ASEAN states, Witiave 17% and 14%
shares respectively. Since the market shareseomtdgyor suppliers are almost
the same for 1995 and 2005, it can be concludddhkamport patterns in this
group have not faced a remarkable change sinddR#eA of 1995.

Table 3.15: Extra EU-15 Coffee, Cocoa, Tea and Sgis Imports

EU Imports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 9,825 100% | 100%
ACP 3,700 38% 38%
MERCOSUR 1,699 13% 17%
ASEAN 999 8% 10%
EFTA 532 2% 5%
Eastern Europe 302 1% 3%
India 294 3% 3%
China 170 1% 2%
Other 2,129 34% 22%

Source: Comtrade

3.6 Beverages and Tobacco

3.6.1 Beverages

Beverages have special importance in Europeanudigie since the EU, as a
big producer, exporter and importer, has a conalderinfluence in the world
beverages market. The share of beverages in &ra5 total agricultural
exports is 26% by quantity on average for the pketi®85 - 2005. The average
share of the “beverages” group for the same pdriadtra EU-15 agricultural
trade is 9%, and beverages are the fifth most ¢rgadeducts within the borders
of the EU.
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By value of trade, France is the largest exportdreverages, with a 32% share
in intra EU-15 beverage exports, followed by theitébh Kingdom, Italy and
Germany with 13%, 11%, and 9% shares respectiVéith regard to intra EU-
15 beverage imports, the United Kingdom, Germany @rance are the three
leading importers, accounting together for mora th@% of intra imports.

The “beverages” group is divided into alcoholic ammh-alcoholic beverages.
Non-alcoholic beverages, with a 70% share, acctamthe bulk of the intra
beverage trade by quantity of trade. However, élye of trade, the share of
alcoholic beverages in the overall beverage grau®d%. The two major
products that fall within the alcoholic beveragesup are beer and wine. By
quantity of trade, wine and beer account for 55% 32% of European exports
in alcoholic beverage export respectively. Beimgcpssed products, they are
relatively more valuable than the other agricultymeducts. Wine accounted
for almost 5.7% of the total value of agricultuoaitput in 2004. Apparently, this
share is considerable when taking into accountatiethat the share of wheat in
the total value of agricultural output is 6.7%. rkgards the percentage share in
world wine production, the EU accounts for almd3¥®6by 2005. Besides being
the leading producer, exporter and importer of witiee EU is the biggest
consumer of wine owing to the traditional and s$pai value of wine for

European people.

The Mediterranean countries - France, Italy andirfsp are the three major
producers of wine as they are specialized in vimeving (Figure 3.27). By the
year 2005, 80% of the 17 million tonnes of EU-15neviproduction was
produced by France, Italy and Spain. In accordanith their dominant

position in wine production, these states are #wadihg exporters of wine.
However, their shares in intra EU-15 wine expoittedaccording to the trade
units. Although France is the largest exportevjriaa share of almost 50% in
intra EU-15 wine exports by value of trade on ageréor the 1985 - 2005 time

period, it comes after Italy, which has a shar@@¥ by quantity of trade. In
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terms of quantity of trade, Italy is the largeshiibutor to intra EU-15 wine
exports composing 40% of intra EU-15 wine expors a consequence of the
fact that France has shifted its production fromigavine to quality wine, it
constitutes the highest share in terms of valueaole. Spain is the third biggest
producer and exporter of wine in the EU-15, andas a share of 11% in intra
EU-15 wine exports by quantity of trade and 12%vhlue of trade on average
for the 1985 - 2005 time period.

France
Italy
Spain
Germany
Portugal

Greece

Austria

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000
1000 tonnes

Figure 3.27: Wine Production by Member States (Av1985 — 2005)
Source: Faostat

Another traditional product of Europe, beer, isoadssential in the intra EU-15
beverage trade. On average, for the 1985-200%¢etil% of the total intra
EU-15 beverage exports is comprised of beer expdrisaddition, the share of
beer in intra alcoholic beverage exports is 32%ing the largest producer of
beer, Germany is the leading exporter in the iit&15 beer trade. The
member states which are relatively less specializdxber production meet their
inner market demand mostly from Germany, the Né&hds, Belgium, Ireland
and the United Kingdom. For the period from 19852005, Germany had a
27% share, on average, in intra EU-15 beer exportgreas Belgium, the
Netherlands, Ireland and the United Kingdom had 18%86, and 10% shares
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respectively. In terms of intra EU-15 beer impoitss seen that the imports of
the United Kingdom account for 28% by value of &#adThe other major
importers of beer are Italy and France, accourfond9% and 16% of intra beer

imports respectively.

As for the extra EU-15 beverage trade, the domimarialcoholic beverages is
seen as well. While the share of non-alcoholicebages in total extra EU-15
beverages exports is recorded only as 11%, itseshaextra EU-15 beverage
import is 8%. Wine, which accounts for 38% of exiU-15 alcoholic beverage
exports, constitutes almost 70% of extra EU-15labtio beverage imports, and
62% of extra EU-15 beverage imports.

Intra EU-15 beverage exports account for more thalh of the total beverage
exports with a 54% share, while intra EU-15 beveragports account, on
average, for 87% of the total beverage importstha period 1985 - 2005.
Unsurprisingly, intra trade rules the beveragedrafithe EU-15. However, it is
worth noting that extra EU-15 beverage exports @te a significant amount

in terms of the EU-15’s total beverage exports.

The beverage sector is one of the sectors thabs influenced by the URAA.
In particular, it is the extra-imports level tha highly influenced by the
liberalization process. Figure 3.28 helps to midesissue more concrete. As
can be seen from the figure, although the sharantwh exports is still
considerably high compared to the share of extqaons, the share of extra
imports started to increase in the period of 199905. The share of intra
imports, which was 88% in 1995, diminished to 79%2D05. As the tariffs
were reduced following the URAA, the world bevemgaoducers had the
chance to enter the EU market more easily. Wheratialysis is elaborated, the

same pattern can be observed for wine and beeelagRigure 3.29).
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Figure 3.28: Share of Intra and Extra Imports in Bererage Imports of the EU-15
by value
Source: Comtrade

The EU-15, which had an 11 million US dollar traderplus in alcoholic

beverages, and a 1.5 million US dollar trade s@rpiunon-alcoholic beverages,
is a net exporter of both alcoholic and non-alcmhbéverages. In terms of the
EU-15's beverage exports to third countries, theFNA countries, especially
the USA, have special importance. NAFTA has ingedaits share in EU-15's
beverage exports compared to its level in 19952006, NAFTA was by far the

biggest importer of European non-alcoholic and labtic beverages, having a
share of 39% and 51% in extra EU-15 non-alcohatid alcoholic beverage
exports respectively. Japan, being the third maastidation of European
beverages, is the country that draws attentiomtbst (Table 3.16).
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Table 3.16: Extra EU-15 Beverage Exports

Non-Alcoholic Beverages Alcoholic Beverages
Main Partners Mhons Toml | Tom MIonS Tol | Tom
1995 2005 1995 | 2005
Extra EU-15 2,118 100% 100% | 15,990 100% 100%
NAFTA 809 20% 39% 7,916 33% 51%
EFTA 237 12% 11% 1,164 8% 8%
Japan 182 10% 9% 1,034 10% 6%
Eastern Europe 165 7% 8% 446 2% 3%
ACP 96 5% 5% 712 3% 4%
Europe Former USSR 50 17% 2% 680 9% 4%
Australia 46 1% 2% 280 2% 2%
MEDA 46 2% 2% 201 1% 1%
Turkey 22 0% 1% 79 1% 0%
ASEAN 21 2% 1% 704 6% 4%
Other 444 27% 21% 2,774 15% 17%

Source: Comtrade
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Figure 3.30: Extra EU-15 Alcoholic Beverage Importsn 1995 and 2005 by value

Source: Comtrade

58



As is mentioned above, one of the agricultural retrkvhere market access
conditions have been improved since the URAA of 5199 the alcoholic
beverages market. Market share of world alcohbkwerages has reached
almost 25% progressively (Figure 3.30). This etiolu of extra EU-15
alcoholic beverages can also be observed from &igB0 in a different way.
The main partners of the EU-15 in respect to eatcaholic beverage imports
have remained the same since 1995. However, sértteeim have increased
their market share in the European alcoholic beyesyanarket. Australia, the
ACP and the MERCOSUR states are the ones which hekieved a strong
position in the European market.

3.6.2 Tobacco

The aggregate outlook shows that the European Usi@annet importer of raw
tobacco and a net exporter of processed tobacezerfly, in 2005, the EU-15
accounted for 6.5% of world raw tobacco productidvith this share, the EU is
the world’s fifth largest producer, following Chi@8%), Brazil (9%), India

(8%) and the USA (7%). Production of tobacco ia #U varies among the
different geographies of the EU. Since the Mediieean climate is suitable for
growing raw tobacco, Italy and Greece are the naloacco producers in the
EU-15, each producing almost 145,000 tonnes on ageerper annum.

Furthermore, 56% of intra EU-15 tobacco exports, dmantity, consist of

processed tobacco. However, the tobacco groupsepts only 0.4% of the EU
agricultural output, and it constitutes 4% of thee@all EU-15 trade (European
Commission, 2006).

Although the share of tobacco in European tradelaively unremarkable, the
leading European countries in tobacco exports amrm@ny and the
Netherlands, on average for the 1985 — 2005 peridtky account together for

more than 60% of intra EU-15 tobacco export.
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Table 3.17: Production of Unmanufactured Tobacco irthe EU-15 (tonnes)

1985 1995 2005

Austria 451 370 247
Belgium-Luxembourg [1,864 1,253 777
France 35,790 26,304 22,947
Germany 13,768 6,836 10,888
Greece 150,600 148,543 125,503
Italy 166,490 124,492

Portugal 3,885 4,945 4,749
Spain 42,200 42,915 40,251
World + 7,054,379 6,283,506 6,580,828

Source: Faostat

As is seen from Table 3.17 and Figure 3.31, the discrepancy between the
amount of production and exportation. Italy andeéae, the two main

producers, are net importers of tobacco, whereasm&we/ and the Netherlands,
relatively smaller producers, are net exportergic&the tobacco group covers
both manufactured and unmanufactured tobacco, ébdilg producers and
exporters of tobacco differ. Within this conteatthough Germany and the
Netherlands are not the largest producers of rdvadwo, they are the net
exporters of tobacco, and they supply tobacco neaturfes and cigarettes to the

Union.
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Table 3.18: Extra EU-15 Tobacco Exports

EU Exports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 3,251 100% | 100%
Eastern Europe 529 7% 17%
Europe Former USSR 363 129 11%
Turkey 263 2% 8%
MEDA 251 4% 8%
ACP 239 7% 7%
EFTA 178 6% 5%
NAFTA 162 4% 5%
Japan 142 3% 4%
ASEAN 76 14% 2%
Other 1,048 39% 33%

Source: Comtrade

As for the percentage shares of intra and extdetna the total tobacco trade of
the EU-15, intra exports and imports account ferrtajority of the total exports
and imports. While intra EU-15 tobacco exports stitate 71% of EU-15's
total tobacco exports, intra EU-15 tobacco impadsount for 65% of EU-15’s
total tobacco imports on average for the period5i8805. Although there has

not been any major change in the share of intraogpthe share of intra
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imports has risen from 50% to 70% over the periocemf 1985 to 2005.
Meanwhile, the share of extra imports has dimirdsh&he unexpected decrease
of the market share of world tobacco in Europeamketashows that the self-

sufficiency in tobacco has been improved.

Table 3.18 shows the main partners of the EU-1®liacco exportation. The
EU-15 mainly exports tobacco to its neighbors. &asEuropean countries, the
former Soviet states, Turkey and the MEDA countaes the major partners of
the EU-15 according to the data from 2005. In thisle, the most striking

change is seen in Turkey’s share in extra EU-18dob exports. While Turkey
had a negligible share in tobacco exports of thelbUn 1995, it has recently

become one of the key partners of the EU-15.

Table 3.19: Extra EU-15 Tobacco Imports

EU Imports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 2,495 100% | 100%
NAFTA 523 40% 23%
MERCOSUR 509 19% 20%
ACP 476 19% 19%
Eastern Europe 288 1% 10%
Turkey 148 5% 6%
ASEAN 134 6% 5%
India 63 2% 3%
China 48 1% 2%
Other 306 7% 12%

Source: Comtrade

As far as the main suppliers of tobacco to the ge@o market are concerned,
NAFTA comes first with the greatest market sharelloived by the
MERCOSUR and ACP states (Table 3.19). Althoughk&yrhad a negative
trade balance in its trade with the EU-15, it isked as the fifth biggest partner

after Eastern European countries.
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3.7 Textile Fibres Provided from Agricultural Secto

Silk, animal hair, and cotton will be examined unttés group. Animal hair,
especially wool, and silk are related to livestoskereas cotton is related with
crop production. First, the European cotton prddacand trade will be

examined, and then the analysis will be continughd silk and animal hair.

3.7.1 Cotton

The average world cotton lint production for theB39- 2005 period is 19
million tonnes, and the share of EU-15 in this antas only 1.6%. By the year
2004, cotton contributes only 0.5% to the totalueabf EU-15 agricultural
output (European Commission, 2004). The EU-15 e lihe net importer of
cotton since the establishment of the Union. AmthhnegEU-15 member states,
Greece, Portugal and Spain are the only producdthough cotton is relatively
less important for the EU, it is a key product ake€&k agriculture, accounting
for 9% of the total value of agricultural outputGreece, which produces
320,000 tonnes of cotton lint on average for th85t2005 period, accounts for

80% of European cotton production.

The cotton is mainly divided into raw cotton,ather words unginned cotton,
and cotton lint. The average share of cotton,uigiclg the raw and ginned
cotton, as a percentage of the total value of BWvarld trade is 0.3%. In terms
of cotton exports, it is Greece that dominatesetkgort trade occurring between
the member states of the EU-15. As can be seen Fmure 3.32, cotton
exports from Greece have experienced sharp desreaskincreases between
1985 and 2005. In 1996 and 2001, for example,atineunt of intra cotton
exports rose to 128,000 and 133,000 tonnes. Hrgoi6,000 tonnes on
average, Greece accounts for 34% of intra EU-1®axports. Despite not
being a cotton producer, Germany follows Greecd& wWR,000 tonnes of intra

EU-15 exports. Like Germany, France also exportgentban it produces.
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Cotton exports from France within the EU-15 accdont12% of intra EU-15

cotton exports including the export of raw and gidircotton.
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Figure 3.32: Cotton Export of Greece to the EU-15
Source: Comtrade

As far as imports are concerned, the data showltdlgt Germany and France
together account for 60% of intra EU-15 cotton impo Among these member
states, Italy is the leader. On average, for theogdrom 1985 to 2005, Italy
imported 52,000 tonnes of cotton. In view of tletfthat Italy is the textile
leader of the EU, it is not surprising that Italy by far the largest cotton
importer. It can be inferred that Italy meetsatéton demand mainly from the

Greek market.

When intra and extra EU-15 cotton trade is compatad seen that extra trade
rules the European cotton trade. Unlike many o#fggrcultural products, the
extra EU-15 cotton exports constitute 47% of thesEidtal cotton exports on
average. In fact, the share of extra cotton exp@adshed its peak level with
more than a 55% share between 2000 and 2005.

As is mentioned above, the EU-15 is not self-sidfit in terms of cotton
production. Thus, it is not surprising that thearghof world cotton production
in the European cotton market is 87% on averagehi®mperiod 1985 - 2005.
Cotton is the only agricultural product of which@8®f the import need is met
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from third countries. While the EU had been mogpaehdent on imports during

the 1980s with a 90% share of extra imports, it lesome less dependent on

imports since 1990.

Table 3.20: Extra EU-15 Cotton Exports

EU Exports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 384 100% | 100%
Turkey 158 19% 41%
MEDA 85 14% 22%
Eastern Europe 49 28% 13%
China 21 0% 6%
EFTA 9 6% 2%
Japan 8 1% 2%
ASEAN 6 13% 2%
NAFTA 4 4% 1%
Other 44 15% 11%

Source: Comtrade

Table 3.20 shows that the main destination of Eemapcotton is Turkey, which
accounted for 41% of extra EU-15 cotton export20A5. In fact, compared to
1995, Turkey doubled its share in extra EU-15 cot@ports in 2005. It was
followed by the MEDA and Eastern Europe countrié¥hile Eastern Europe
played a key role in extra EU-15 cotton exportshe 1990s, its share had
diminished by 15% by the year 2005. In additionthe Eastern European
countries, ASEAN has also experienced a sharp deerm its share in extra

EU-15 cotton exports.
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Table 3.21: Extra EU-15 Cotton Imports

EU Imports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 696 100% | 100%
ACP 173 17% 25%
MEDA 97 11% 14%
Turkey 85 3% 12%
NAFTA 70 12% 10%
MERCOSUR (Plus Chile) 66 7% 9%
Australia 13 2% 2%
India 8 1% 1%
China 7 1% 1%
Europe Former USSR 5 5% 1%
Other 172 41% 25%

Source: Comtrade

However, in respect of extra EU-15 cotton impoittie, ACP region, which had
a 25% market share in 2005, is the key partneh@f&U-15 (Table 3.21). The
MEDA countries, Turkey and NAFTA are the other nagappliers of cotton.
The most radical change is seen in Turkey's masketre. While Turkey
constituted only 3% of extra EU-15 cotton impoms1i995, it accounted for
12% in 2005.

3.7.2 Silk and Wool

Among all the textile fibers that are examinedhis tanalysis, wool is the one
which is widely produced throughout the Union. Byvenember state that is
specialized in livestock produces wool and oth@esyof animal hair as well.
However, silk is a rarely produced product, ancugage in the textile sector is

more limited compared to wool and cotton.

The average world silk production for the 1985002 period amounts to
389,000 tonnes, and the EU-15 has a very limitedribution to this amount
with 200 tonnes of production. Spain, Italy, Geend France are the only
producers of silk in the EU-15. When EU-15 silkpers are considered,
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Germany is by far the leader exporter, accountorg7#4% of intra EU-15 silk
exports. However, Italy, the textile leader in #d, accounts for almost 70%

of intra EU-15 silk imports.

Wool is the main animal hair used in the textildustry. The average world
wool production is 2.5 million tones, and the cdnmition of the EU-15 to world

wool production is 6.7% (Figure 3.33).
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Figure 3.33: Wool Production in the EU-15 and intie World
Source: Faostat

In accordance with its dominance in livestock piichn and export livestock,
France is the third biggest producer of wool, failog the United Kingdom and
Spain. The United Kingdom is the leading wool progr in the EU-15,
accounting for 35% of the total wool productiontioé EU-15.
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Figure 3.34: Shares of Member States in Intra EU-18Vool Trade by quantity (Av.
1985 — 2005)
Source: Comtrade

According to the SITC classification, wool and atheimal hair are categorized
together under the same group. Thus, the trade afatvool includes other
animal hair as well. As is shown in Figure 3.3rgri€e is the largest exporter of
wool, having an average share of 34% in intra EWt56I exports for the 1985-
2005 period. The United Kingdom, Germany, Belgiana Spain are the other

main exporters of intra EU-15 wool exports.

However, the picture is quite different on the intpside. Italy, the leading
importer of silk and cotton, is the largest woolpwonter from the EU-15 wool
market. The average share of Italy in intra EUwvldol imports amounts to
31%. The United Kingdom (17%), Belgium(16%), andr@any(10%) follow
Italy.

3.8 Animal and Vegetable Oils and Fats

Animal and vegetable oils and fats are listed togetas the fourth main
commodity group under the SITC classification. intra EU-15 trade of the
group as a whole, animal oils and fats have onl{&¥ share, while vegetable
oils and fats account for the majority of the ind-15 trade by quantity for the
period of 1985 - 2005. Undoubtedly, the membetestavhich are dominant in
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livestock production and exports have greater shameanimal oil exports
compared to the other members. As can be seen Figore 3.35, France,
Germany, Belgium and the Netherlands comprise tllk &f the intra EU-15

animal oil exports by quantity.

United Kingdom | 25,908
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Denmark
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] 153,760

Germany

France | 155,517

0 20,000 40,000 60,000 80,000 100,000 120,000 140,000 160,000 180,000
tonnes

Figure 3.35: Intra EU-15 Animal Oil Exports by quantity (Av. 1985 - 2005)
Source: Comtrade

Vegetable oils are far more important for EU-15 rbemstates than animal oils
both in terms of production and external trade. e Tegetable oils group is
categorized as “fixed vegetable oils” and “othegetable oils” according to the
SITC classification. “Fixed vegetable oils” considtcottonseed oil, groundnut
oil, olive oil, soybean oil and sunflower oil, wieas “other vegetable oils”
covers linseed oil, palm oil, coconut oil and castib The total amount of EU-
15 intra vegetable oil export is 3.5 million tonr@saverage for the 1985-2005
period, and 80% of that is composed of fixed vegetails. In particular, the
EU-15 is highly specialized in soybean, sunflowad alive oil production.
Figure 3.36 shows that, on average for the perietivéeen 1985 and 2005,
soybean oil is the most common vegetable oil predun the EU-15, reaching
almost 2.5 million tonnes of production. With th&nount, soybean oil
accounts for 40% of the EU-15 vegetable oil prouct Sunflower oil (29%)
and olive oil (28%) are the other products havirgrge share in total vegetable
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oil production. With regard to intra EU-15 tradke vegetable oil group as a

whole amounts to 3% of intra EU-15 agricultural estp.

1000 tonnes
25,000+
21,072
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@ World Production

15,000+
W EU-15 Production

10,000+

4,539
5,000+ 1,779 2,182
o,
Soybean QOil Sunflow er Oil  Olive Oil Cottonseed Groundnut Oll
Oil

Figure 3.36: Vegetable Oil Production in the Worldand EU-15 (Av. 1985 - 2005)
Source: Faostat

As with most of the other agricultural productdrantrade is highly dominant in
the vegetable oil trade. Nearly 60% of total EUvEgetable oil trade occurs
within the borders of the EU-15. When the develeptmof intra and extra
vegetable oil trade is considered, it is seen fiéigure 3.37 that the CAP
reforms and the URAA of mid 1990s have a limiteffue@nce on increasing the

share of extra vegetable oils exports and imports.
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3.8.1 Soya bean Ol

The average world soya bean oil production is 2dilbon tonnes for the period

1985 -

2005, and the contribution of the EU-15 Ikis tamount is 12%.

Producing 656,000 tonnes, the Netherlands accdon26% of the EU-15 soya

bean oil production. The other major producers olas bean oil are
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Germany(24%), Spain (16%), and Italy(11%). Amohghe types of vegetable
oil, soya bean oil is the one most traded withia llorders of the EU-15. The
supremacy of the Netherlands in production is aksen in intra EU-15 soya
bean oil exports. With an average share of 44% Nétherlands accounts for
almost half of the intra soya bean oil exports.e Tther major soya bean oil
producers, Germany and Belgium, follow the Nethmitawith shares of 26%
and 16% respectively. However, on the import staermany, Belgium and the
United Kingdom are the top three states importimgpsbean oil from the EU-15

member states.

3.8.2 Sunflower Oil

The EU-15 is one of the biggest producers of swslooil accounting for 20%
of the 8.5 million tonnes of world sunflower oilgutuction on average for the
1985 - 2005 period. Sunflower oil is produced tlyloout the Union except for
Ireland. Among all the EU-15 member states, Fraarod Spain are the major
producers of sunflower oil, accounting together foore than 50% of EU-15

sunflower oil production.

As far as intra sunflower trade is concerned, thia dhow that the Netherlands
is the largest exporter. Although having only &al&hare in EU-15 sunflower
oil production, the Netherlands dominates the ift#15 sunflower oil trade
with a 34% share in intra exports in terms of qitgnt France (27%) and
Belgium(18%), being the other major exporters, dall the Netherlands.
Surprisingly, Spain, which contributes to the sowkr oil production in the
EU-15 by a share of 25%, only accounts for 6.5%nth EU-15 sunflower oll
exports. Therefore, it can be inferred that ther@ high consumption in Spain.
The exports of the above-mentioned countries arenlynaaddressed to
Germany, Belgium and the United Kingdom, which @i major importers of

sunflower oil.
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3.8.3 QOlive Qil

Olive oil is one of the agricultural products in icin the EU has a great
dominance. Since olive cultivation needs speahmate conditions, olive oll
production is not possible throughout all regiohthe world. Olive is identified
mainly with the Mediterranean region. The Med&eran region of the EU-15
constitutes 80% of world olive oil production whigmounts to 2.5 million
tonnes on average over the last twenty years. dBgsthe EU, Tunisia,
Morocco, Syria and Turkey are the other main obitgoroducers in the world,
providing the remaining 20% of world olive oil pnection (European

Commission, 2004).

In 2000, the land area under olive growing was 4%he total agricultural area
of the EU, and Spain (48%) and Italy (22%) accodirite the great majorityof
this (European Commission, 2002). For the periottemed, Spain is by far the
biggest producer in the EU-15 producing roughly ,@6@ tonnes on average.
The average amount of production in the EU-15 lhedive oil producer is

shown in Figure 3.38.
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Figure 3.38: Quantity of Olive Oil Production and Export in Producer Countries
Source: Faostat and Comtrade

73



3.9 Fish and Fish Preparations

Fisheries in the EU is ruled under the Common FKiskePolicy (CFP), which
has the same objectives as the CAP. The CFP bagoti of protecting stocks
from being overfished, guaranteeing fisherman the@lihoods, and ensuring
that consumers have regular supplies of fish asomable prices (European
Commission, 1998). Although the CFP has its rdotghe late 1950s, a
community-wide agreement, which introduced a sysfemconserving and
managing fish stocks, was made in 1983. Like th€ Ghe CFP has also been
influenced by various enlargement rounds. In paldiG the accession of Spain
and Portugal in 1986, and Finland and Sweden irb 188/e had the greatest
impact on European fisheries because the numbdisioérmen in the EU
increased with their membership. Today, the CFihiméocuses on preventive
meaures related to environmental factors that affecfishing industry.

The EU-15 is an important player in world fisherigVith an annual production
of 5 million tonnes of fish, and a share of 5.3%warld fish production, the
EU-15 is the second biggest producer after Chihbhere is no doubt that the
geographic conditions plays a key role in the amafioutput, and the quantity
of exports and imports in the fisheries categofjherefore, some countries are
relatively better positioned compared to the othésnmark, Spain, the United
Kingdom, the Netherlands and France are the lafggsproducers in the EU-
15. Denmark and Spain, especially, dominate theofaan fish market,
contributing to fish production in the EU-15 by 1&¥d 15% respectively.

Unsurprisingly, in intra EU-15 fish exports, the diterranean and Northern
European states, which are the leaders in fishyatazh, are dominant as well.
As is shown in Figure 3.39a, on average, Denmacdbwats for 23% of intra
EU-15 fish exports for the period 1985-2005, folemvby Spain (15%), the
United Kingdom (12%), the Netherlands (11%) andnEea(10%). In terms of
intra EU-15 fish imports, Italy, France, Spain aBérmany are the largest
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importers, having shares of %22, %17, %15 and Y%&kpactively (Figure
3.39b).
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Figure 3.39a: Share of Mmber States in Intra EU-19-ish and Fish Preparations
Exports by quantity (Av. 1985 — 2005)
Source: Comtrade

5%

14%

O France
W Belgium-Luxembourg
5% O Germany
O ltaly
m Netherlands
12% @ United Kingdom
m Denmark
O Portugal
W Spain
m Other
15%

Figure 3.39b: Share of Member States in Intra EU-15%ish and Fish Preperations
Imports by quantity (Av. 1985 — 2005)
Source: Comtrade
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The European fish market is one of the agricultaralkets in which the share
of world products is high. On average for the @&rl985 - 2005, the share of
extra EU-15 fish imports in terms of total fish ions of the EU-15 is 58%.
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The EU-15, which had a 14 million US dollar tradeficit in 2005, is a net
importer in fish products. Although the EU is a/k#ayer in world fisheries, it
mainly exports fish within its own territory. latfEU-15 fish exports constitute
80% of total fish exports of the EU-15. Intra expohave maintained their

dominance since 1985 and have not experienced@& et@nge since 1995.

Table 3.22: Extra EU-15 Fish and Fish Preparation&xports

EU Exports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 3,265 100% | 100%
ACP 473 13% 15%
Eastern Europe 470 7% | 15%
EFTA 432 14% 13%
Europe Former USSR 349 7%| 11%
China 310 1% 9%
Japan 300 24% 9%
NAFTA 211 10% 6%
MEDA 198 5% 6%
ASEAN 65 4% 2%
Other 457 21% 13%

Source: Comtrade

Table 3.23: Extra EU-15 Fish and Fish Preparationgmports

EU Imports

Main Partners Million$ % of Total

2005 1995 | 2005
Extra EU-15 17,323 100% | 100%
EFTA 3,790 28% | 22%
ACP 3,307 16% | 19%
ASEAN 1,566 10% 9%
NAFTA 1,333 8% 8%
MERCOSUR 1,330 5% 8%
MEDA 1,007 5% 6%
China 979 2% 6%
Europe Former USRR 549 3%| 3%
India 476 3% 3%
Other 2,989 20% | 18%

Source: Comtrade

76



Being a big consumer of fish, the EU-15, which had million US dollar trade
deficit in fish products, is a net importer of fishfable 3.22 and Table 3.23
show the trading partners of the EU-15 in the fiE®eindustry. Unlike other
agricultural products, the composition of Europefigsh exports is quite
homogeneous. In 2005, the EU-15 exported fish twoat every region in the
world. The ACP, Eastern European and EFTA countrsiese the ones which
accounted for higher shares in extra EU-15 fishoesp When the major
partners’ share in 1995 and 2005 are comparesl siéen that Japan, which was
the biggest importer of European fish in 1995 watB4% share, experienced a
sharp decrease in its share in extra EU-15 fistoegwith 9% share. On the
other hand, on the import side, the EFTA, ACP, ASEANAFTA and
MERCOSUR countries account for the majority of éx¢éra EU-15 fish imports.
The URAA of 1995 made no major change in the ramloh the major fish
suppliers.
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CHAPTER 4

INTRA AND EXTRA EU-15 AGRICULTURAL TRADE BY MAJOR
COUNTRIES

The previous chapter analyzed intra and extra El&dricultural trade on the
basis of agricultural products. However, the maancern of this chapter is to
make an analysis which is more focused on countateer than products. In
accordance with the main point of the study, thelwion of intra and extra
agricultural trade after the CAP reform and the URAf 1990s will be
examined for the EU-15 and for some of the memtzstes which are relatively
more significant in European agriculture. Among tBU-15 member states,
France, Italy, Germany, the Netherlands, Spain,giBei and the United
Kingdom dominate intra EU-15 agricultural tradehey together constitute 88%
of the total volume of intra EU-15 agriculturaldeaon average for the 1985-
2005 period (Appendixl). As for the intra EU-15riagltural imports, the
dominance of these states can also be observeerefbhe, the analysis in this
chapter will concentrate on these states. Howemewsrder to provide a better
understanding, the developments in the EU-15 algmi@l trade will be given
first.

Table 4.1 shows the shares of intra and extrarexpototal agricultural exports

of the EU-15 for 1995 and 2005. Apparently, sid@®5, intra exports have
remained dominant with a 72% share of total agtical exports. Extra exports
increased by large amount only in the wool, cottord animal oil sectors.

However, because of the fact that these sectormtlaccount for more than 1%
of total extra exports of the EU-15, the increaséhe share of extra exports in
these sectors is not decisive (Table 4.2). Witrar@édo imports, one observes
the same pattern. Although intra imports are m®inant than intra exports,
they are still high enough compared to extra ingorn 1995 and 2005, intra
imports constituted more than 67% of total agrimat imports. The CAP

reform and liberalization process which was ingthby the URAA have made
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no major change in the share of total agricultevetta imports. Nevertheless,
when the product groups are examined individuallys seen from Table 4.3
that beverages and wool are the sectors which lerralized the most in the
decade between 1995 and 2005. The share of expatsnncreased by 9% and
14% for beverages and wool respectively.

Considering the fact that the shares of these ptedn total agricultural imports
are relatively low (Table 4.4), it is hard to e\atlel these increases in the share
of extra imports as important achievements. Ir, fte percentage share of
wool in extra imports diminished to 1.5% from 3.3%tween 1995 and 2005
and became less important for agricultural impoftthe EU-15. On the other
hand, in sectors such as sugar, tobacco and anilsathe percentage share of
extra imports has decreased, and self-sufficiencthe EU-15 has increased
over the course of time. Moreover, the princiggd@ultural imports of the EU-
15, which have always been the most liberal sedtofSsuropean agricultural
market because of the high share of extra impodrewnfluenced by the
liberalization process in a limited way. In corgibn, intra and extra
agricultural imports did not develop in a way tihaid been expected, and the

agricultural market of the EU-15 did not liberalize

79



Table 4.1: Shares of Intra and Extra Exports in Toal Agricultural Exports of the

EU-15, 1995 and 2005 (by value)
1995 2005
Intra Extra Total Intra Extra | Total
Export % | Export | Export | Export | Export | Export
% % % % %

Live Animals 82.0 18.0 100.0 80.2 19.9 100.0
Meat 80.8 19.2 100.0 77.9 22.1 100.0
Dairy Products 76.6 23.4 100.0 78.0 22,0 100.0
Fish and Fish Prep. 79.8 20.3 1000 9 20.1 100.0
Cereals 68.2 31.8 100.¢ 70.8 29.p 100.0
Fruits and Vegetables 83.8 16.2 1000 .3 17.7 .0100
Sugar and Honey 55.2 44 .8 100/0 2 34.8 100.0
Coffee, Cocoa, Tea etc. 68.7 31.8 100Q.0 2 29.8 00.01
Feeding Stuff 76.2 23.8 100.0 74.1 25.0 100.0
Miscellaneous Food 69.3 30.7 100J/0 3 37.7 100.0
Beverages 54.0 46.0 100.0 53.7 463 100.0
Tobacco 66.2 33.8 100.¢ 73.1 26.9 100.0
Wool 68.7 31.3 100.0 45.2 54.8 100.0
Cotton 57.2 42.8 100.0 34.5 65.5 100.0
Animal Oils 80.9 19.1 100.0 56.7 43.3 100.0
Vegetable Oils 62.0 38.0 100.0 67.3 3217 100.0
Processed Oils 77.6 22.4 100/0 3 22.7 100.0
Total 72.3 27.7 100.0 72.0 28.0 100.0
Source: Comtrade
Table 4.2: Share of Products in Total Extra Exportsor 1995 and 2005

1995 Extra Export| 2005 Extra Export ~ Minimums
Live Animals 1.8 1.7 1.7
Meat 9.0 9.8 9.0
Dairy Products 10.1 8.1 8.1
Fish and Fish Prep. 3.4 4.2 3.4
Cereals 13.1 10.9 10.9
Fruits and Vegetables 9.2 10.8 9.2
Sugar and Honey 6.0 3.5 3.5
Coffee, Cocoa, Tea etc. 6.3 6.1 6.1
Feeding Stuff 3.4 3.5 3.4
Miscellaneous Food 6.3 8.0 6.3
Beverages 20.1 23.3 20.1
Tobacco 4.8 4.2 4.2
Wool 0.9 0.6 0.6
Cotton 0.5 0.5 0.5
Animal Oils 0.2 0.5 0.2
Vegetable Oils 4.1 3.8 3.8
Processed Oils 0.7 0.6 0.6
Total 100.0 100.0 91.6

Source: Comtrade
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Table 4.3: Shares of Intra and Extra Imports in To&l Agricultural Imports of the

EU-15, 1995 and 2005 (by value)
1995 2005
Intra Extra Total Intra Extra | Total
Import % | Import | Import | Import | Import | Impor
% % % % t%
Live Animals 87.0 13.0 100.0 83.8 16.2 100.0
Meat 83.8 16.2 100.0 79.5 20.5 100.0
Dairy Products 95.2 4.8 100.0 92.1 8.9 100.0
Fish and Fish Prep. 42.1 57.9 100[0 4211 58.9 100.0
Cereals 85.5 14.5 100.¢ 81.5% 18.b 100.0
Fruits and Vegetables 61.2 38.8 1000 58,3 41.7 .0100
Sugar and Honey 64.9 35.1 100/0 69.6 304 100.0
Coffee, Cocoa, Tea etc. 39.9 60.1 100Q.0 52.1 48.900.01
Feeding Stuff 47.3 52.7 100.0 50.6 494  100.0
Miscellaneous Food 87.8 12.2 1000 842 15.8 100.0
Beverages 88.5 11.5 100.0 79.7 203 100.0
Tobacco 69.8 30.2 100.¢ 80.2 19.8 100.0
Wool 335 64.5 100.0 21.9 78.1 100.0
Cotton 15.6 84.4 100.0 19.0 81.(¢ 100.0
Animal Oils 54.2 45.8 100.0 70.3 29.7 100.0
Vegetable Oils 56.8 43.2 100.0 57.5 4255  100.0
Processed Oils 75.3 24.7 100/0 70,3 29.7 100.0
Total 67.7 32.3 100.0 67.5 32.5 100.0
Source: Comtrade
Table 4.4: Share of Products in Total Extra Importsfor 1995 and 2005
1995 Extra Import| 2005 Extra Impont ~ Minimums
Live Animals 0.9 1.0 0.9
Meat 5.7 7.3 5.7
Dairy Products 1.4 2.3 1.4
Fish and Fish Prep. 15.6 18.3 15.6
Cereals 3.8 4.8 3.8
Fruits and Vegetables 24.4 27.0 24.4
Sugar and Honey 3.3 3.0 3.0
Coffee, Cocoa, Tea etc. 16.4 10.4 10.4
Feeding Stuff 9.2 7.6 7.6
Miscellaneous Food 15 2.3 15
Beverages 24 55 24
Tobacco 3.6 2.6 2.6
Wool 3.3 1.5 15
Cotton 3.2 0.7 0.7
Animal Oils 0.6 0.2 0.2
Vegetable Oils 4.0 4.9 4.0
Processed Oils 0.7 0.7 0.7
Total 100.0 100.0 86.4

Source: Comtrade
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Looking at Tables 4.2 and 4.4, one may say thattimemodity composition of
extra imports and extra exports has changed littomparing the 1995 and
2005 figures, one may also say that 91.6% of ext@ort commaodities in both
years were in the same product categories. Regplgci86.4% of extra imports

were in the same product categories.

4.1 France

Having a share of 27% in intra EU-15 agriculturgbert by volume on average
for the period 1985-2005, France dominates agtcellin the European Union.
Although France is by far the biggest producer amgorter of agricultural

products in quantity terms, its share in total eabf intra EU-15 agricultural

export is very close to that of the Netherlands &sidmany. In 2005, France
accounted for 16% of the total value of intra EU-a§ricultural exports,

following Netherlands and Germany both of which kalbl7% share.

As the composition of French agricultural tradeassidered, the cereals group
has a crucial role both in value and quantity terrrsthe period from 1985 to
2005, cereals accounted for 50% of total agricaltexports of France to the
EU-15. However, beverages group outreaches cemtas the value of exports
is concerned. In 2005, the beverages group hadre f 19% in total value of
French agricultural exports to the EU-15 (Figur®) 4 Beverages, of which 67%
is composed of wine, was followed by cereals (1834);y products (12%) and
fruits and vegetables (12%) in terms of trade valuBhe beverages group
dominates not only the intra EU-15 exports fromnésg but also the extra EU-
15 exports of France. With a share of 41%, bew=zage the strongest export

product of France in its trade with third countriegure 4.1).
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Source: Comtrade

As far as the agricultural imports of France arecemned, Figure 4.2 illustrates

that the principal imports of France from the EU-fidgion are fruits and
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vegetables (21%), meat (14%), fish (9%) and bew=g§%). Having a share
of 29% and 25% respectively, fruits and vegetalaed fish dominate the
importations that France makes from third countrids in many other EU-15
countries, intra trade constitutes a relativelyhhstpare of the agricultural trade
of France. France, one of the largest agricultpratiucers and exporters in the
EU-15, has always exported mainly within the bosdef the EU-15. While
intra exports account for 73% of total exportsranimports constitute 70% of
total imports. As is seen from Table 4.5, the aectrom which France imports,
from third countries are fish, feeding stuff, waoid cotton. In these sectors
extra imports account for more than 50% of totgdaomts.

The liberalization process which started with tleviregulations made under
the URAA did not ease the dominance of the aguealt trade occurred

between France and other EU-15 countries. Comp&retl995, no major

increase occurred in the share of extra agriculiorports. Table 3.5 shows the
relative shares of intra and extra imports for flears 1995 and 2005 and
indicate the same issue for intra and extra expastsvell. In contrast to

expectations, the URAA made only negligible incemasn the share of
importation from third countries. The sectors ihieh the share of extra EU-15
imports has increased as the years passed from tb99805 are animal and
vegetable oils, tobacco and livestock. Among th@selucts, the most striking
increase in the share of extra imports has occurredgetable oils (by 11%).
Since the share of these products in the compositid-rench extra imports did
not face a major change in the decade between 4883005, it is proper to
make a comparison between the shares of extra impbrthese products in
1995 and 2005 (Table 4.6). In addition, when thuilarity between the

composition of total extra imports in 1995 and 2@®%analyzed, it is seen from
Table 3.6 that the composition of extra importshese two years is similar.

88.5% of the commodities are in the same produegoaies.
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As has already been mentioned in the previous ehatpte livestock sector has
always been one of the most protectionist sectorthe European agricultural
market. Shares of world livestock products in #rench market make no
exception to this general tendency. The liberabmaprocess that began with
the URAA of 1995 made only a minor contributionthe increase in the market
share of world products in the French market. Jimare of extra imports of live
animals, meat and dairy products increased onl§by5% and 3% respectively

compared to their percentage in 1995.

Table 4.5: Share of Extra Trade in Total Trade of Fance, by value for 1995 and
2005~

Extra Export Extra Import

1995 2005 1995 2005
Live Animals 7% 9% 5% 13%
Meat 22% 20% 11% 16%
Dairy Products 20% 21% 4% 7%
Fish and Fish Prep. 25% 20% 59% 60%
Cereals 28% 27% 15% 12%
Fruits and Vegetables 15% 16% 40% 37%
Sugar and Honey 26% 24% 40% 19%
Coffee, Cocoa, Tea etc. 19% 24% 48% 41%
Feeding Stuff 15% 19% 59% 55%
Miscellaneous Food 29% 32% 16% 15%
Beverages 47% 47% 12% 12%
Tobacco 35% 47% 6% 12%
Wool 19% 32% 85% 7%
Cotton 18% 31% 78% 76%
Animal Oils 11% 25% 19% 27%
Vegetable QOils 49% 12% 22% 33%
Processed Oils 13% 20% 13% 7%
Total 27% 28% 31% 30%

Source: Comtrade

*Shares of Intra Export and Import are not givemtider to save space

However, although the share of extra imports haseased in some sectors,
these increases are not particularly effective tha reason that they did not
contribute to the increase in the share of totaicatjural extra import. Since
these sectors have relatively low shares in thepoaition of total extra imports,
the weight of their change did not matter muchemmis of the total composition

of the agricultural sector. (Table 4.6)
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Table 4.6: Share of Products in Total Extra Exportsand Imports of France for
1995 and 2005 (by value)

Extra Export Extra Import

1995 2005 Min. 1995 2005 Min
Live Animals 1.3 14 1.3 0.3 0.3 0.3
Meat 9.2 6.2 6.2 5.1 6.2 5.1
Dairy Products 8.7 8.4 8.4 1.0 1.6 1.0
Fish and Fish Prep. 2.2 2.3 2.2 20.4 24/8 20.4
Cereals 19.1 16.5 16.5 3.1 3.0 3.0
Fruits and Vegetables 5.0 6.0 5.0 276 287 27.6
Sugar and Honey 5.4 3.1 3.1 3.5 1.5 15
Coffee, Cocoa, Tea etc. 2.9 3.0 2.9 15|6 11.5 11.5
Feeding Stuff 1.8 2.7 1.8 9.6 9.8 9.6
Miscellaneous Food 5.8 4.8 4.8 1.8 2.5 1.8
Beverages 34.1 41.5 34.1 2.0 2.7 2.0
Tobacco 0.8 2.5 0.8 1.2 2.4 1.2
Wool 1.0 0.4 0.4 3.9 0.7 0.7
Cotton 0.1 0.1 0.1 2.6 0.6 0.6
Animal Oils 0.1 0.3 0.1 0.2 0.2 0.2
Vegetable QOils 2.4 0.6 0.6 1.8 3.4 1.8
Processed Oils 0.1 0.1 0.1 0.4 0.2 0.2
Total 100.0 100.0| 88.4 100.0 100.0| 88.5

Source: Comtrade

As can be seen from Table 4.5, for most of the ypetg] the relative shares of
intra and extra exports did not experience a mel@nge from 1995 to 2005
either. When the years 1995 and 2005 are compd#nedmost remarkable
change is observed in the relative shares of artchextra exports of animal and
vegetable oils, and tobacco. Compared to 1995slhiaee of intra exports of
animal oils increased by 15% in 2005. As for vabit oils, the change in the
relative shares of intra and extra exports is mmaiie concrete. In 2005, the
share of intra EU-15 vegetable oils increased % bmpared to its base in
1995, and accounted for 88% of total vegetablespgorts. In respect of the
shares of intra and extra exports of tobacco, ieen that France started to

export tobacco to third countries more than itidid995.
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4.2 ltaly

In ltaly, where agriculture contributes 3% to th®; the land is suitable for
fruit and vegetable cultivation, and these areghecipal agricultural exports.
In the period 1985-2005, Italy produced on aver&gé million tonnes of
agricultural products. Italy trades 7% of the kotalume of intra EU-15
agricultural export, with fruits and vegetables3&26, non-alcoholic beverages
at 28%, and cereals at 7%. These are the majar éxjport products of Italy.
When ltaly’s exports are compared in value termstfee year 2005, it is
observed that fruits and vegetables are the pmaheigricultural exports of Italy
in intra trade. Beverages are leading Italy’s @&ttade. Figure 4.3 illustrates
the composition of Italy’s intra and extra exporBegardless of the difference
between their shares in intra and extra expomt#sfand vegetables, beverages,
and cereals are the mostly exported agriculturatiypets of Italy. The product
group share which differs most radically due to thesssification of intra and
extra exports is vegetable oils group. While valkt oils constitute only 4% of

intra exports of Italy, they account for 11% ofrax¢xports.
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Figure 4.3: Composition of Extra and Intra Exports of Italy by value, 2005
Source: Comtrade
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In terms of agricultural imports, it is seen frongle 4.4 that Italy mainly
imports livestock products from the EU-15 countrégsl fruits and vegetable,
and fish from the rest of the world. It does notne as a surprise that it imports
meat, dairy products and live animals mainly frohe tUnion, especially
considering the fact that EU member states havayswad some food security
concerns about consuming meat from third countkésile livestock products
together account for 37% of Italy’s intra agricuétuimports, they constitute
only 13% of its extra agricultural imports. Unlikeestock products, fruits and

vegetables, and fish dominate the imports of Hadyn third countries.
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In order to understand to what extent the URAA A&tiscted the agricultural
trade of Italy, it is useful to compare the shasemtra and extra trade for each
product group for the years 1995 and 2005. In egge terms, for the
cumulative value of agricultural imports, it is se@at the liberalization process
initiated with the URAA had a limited impact on thkare of world products in
the ltalian agricultural market. The share of axtnports increased by only 2%
from 1995 to 2005. However, on an individual basigtra imports increased
their relative shares in many product groups. #shown in Table 4.7, meat
and dairy, fish, cereals, fruits and vegetablegasubeverages and wool are the
sectors in which the share of extra imports in@das 2005 compared to their
base in 1995.

Table 4.7: Share of Extra Trade in Total Trade of taly, by value for 1995 and
2005*

Extra Export Extra Import

1995 2005 1995 2005
Live Animals 52% 35% 19% 16%
Meat 18% 21% 9% 13%
Dairy Products 28% 31% 6% 11%
Fish and Fish Prep. 22% 26% 34% 40%
Cereals 44% 39% 19% 34%
Fruits and Vegetables 21% 27% 39% 46%
Sugar and Honey 54% 32% 15% 36%
Coffee, Cocoa, Tea etc. 51% 36% 74% 58%
Feeding Stuff 65% 35% 48% 51%
Miscellaneous Food 23% 31% 8% 11%
Beverages 34% 47% 6% 11%
Tobacco 60% 42% 8% 6%
Wool 45% 84% 58% 83%
Cotton 59% 66% 87% 82%
Animal Oils 12% 32% 48% 20%
Vegetable QOils 50% 61% 43% 37%
Processed Oils 19% 27% 10% 30%
Total 32% 35% 28% 30%

Source: Comtrade

*Shares of Intra Export and Import are not givemtider to save space
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Table 4.8: Share of Products in Total Extra Exportsand Imports of Italy for 1995

and 2005 (by value)

Extra Export Extra Import

1995 2005| Min. 1995 2005/ Min.
Live Animals 0.5 0.2 0.2 4.2 2.7 2.7
Meat 3.3 4.3 3.3 4.9 6.0 4.9
Dairy Products 5.0 5.6 5.0 2.5 3.9 2.5
Fish and Fish Prep. 15 1.7 1.6 11.3 16|3 11.3
Cereals 20.6 146 14.6 6.0 8.7 6.0
Fruits and Vegetables 20.4 18/4 18.4 15.1 20.4 15.1
Sugar and Honey 24 2.1 21 2.1 3.0 2.1
Coffee, Cocoa, Tea etc. 8.2 5.0 5)0 14.8 8/5 8.5
Feeding Stuff 3.0 1.2 1.2 8.5 7.1 7.1
Miscellaneous Food 3.5 6.0 3.5 0.6 0.8 0.6
Beverages 19.0 26.7 190 0.7 1.9 0.7
Tobacco 2.4 1.2 1.2 1.3 1.3 1.3
Wool 0.8 15 0.8 10.9 7.9 7.9
Cotton 0.5 0.2 0.2 9.9 2.4 2.4
Animal Oils 0.1 0.2 0.1 0.5 0.1 0.1
Vegetable Oils 8.7 11.7 8.7 7.6 9.0 7.6
Processed Oils 0.3 0.3 0.3 0.2 0.4 0.2
Total 100.0 100.0 84.1 100.0 1000 80.0

Source: Comtrade

As is illustrated in Table 4.7 above, the most caddchange is seen in extra
wool, sugar, and cereals imports, the shares oftwimcreased by 25%, 21%,
and 15% respectively. When the shares of thesdupts in composition of

extra imports are analyzed, it is seen from thel&@db8 that the cereals and
sugar sectors increased their share of total dgurall extra imports in 2005.

Apart from these products in which the share ofeéekhport has increased since
1995, there are some products in which the shaegtod import has diminished,

such as live animals, coffee and tea group, tohatumal and vegetable oils.
With regard to exports, the dominance of intra etgpbas not experienced any

major change since 1995. The share of intra egpmtetreased by only 3% in

2005 compared to its share in 1995.
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4.3 Germany

Being the second biggest exporter after Fra@ermany accounts for 20% of
the total volume of intra EU-15 agricultural exmodn average for the period
1985 - 2005. It is one of the largest exportetsamby in volume terms but also
in value terms. In 2005, Germany’s agriculturap@xs within the borders of
the EU-15 accounts for 16.5% of the total valueindtfa EU-15 agricultural

exports, following the Netherlands which has a 1&Ware. Germany
outperforms France when their shares are comparalue terms. Besides
being an important player in intra EU-15 agricidluexportation, Germany
dominates intra EU-15 agricultural imports as wdl. 2005, Germany’s share
of the total value of intra EU-15 agricultural inrffois 18%, followed by the
United Kingdom (15%) and France (13%).

Like other EU-15 countries, intra trade dominatee agricultural trade of
Germany. While intra exports account for 69% @ thtal value of all exports,
intra imports account for 64% of total value of @fiports (Table 4.9). In its
trade with the EU-15 member states, Germany maadports livestock

products, especially dairy products and meat.

Among dairy products, milk has a special importarite share in Germany’s

intra dairy exports for the period 1985-2005 isaverage, 88%. Germany is by
far the leading milk exporter in intra EU-15 exortlts share reaches 43% in
the EU-15 milk market. “Tobacco, coffee and tezreals and beverages are

the leading extra export products of Germany (Fegub).
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Figure 4.6 illustrates that Germany most commontyparts fruits and
vegetables both from the EU-15 and from the reshefworld. While the fruit
and vegetables group is followed by meat and dargducts in intra
importation, it is followed by the coffee and tesogp, and fish and fish

preparations in extra importation.

Table 4.9: Share of Extra Trade in Total Trade of Grmany, by value for 1995
and 2005*

Extra Export Extra Import

1995 2005 1995 2005
Live Animals 38% 27% 12% 6%
Meat 19% 15% 21% 29%
Dairy Products 16% 15% 4% 14%
Fish and Fish Prep. 18% 15% 60% 65%
Cereals 33% 24% 12% 22%
Fruits and Vegetables 25% 18% 39% 42%
Sugar and Honey 59% 40% 27% 29%
Coffee, Cocoa, Tea etc. 34% 33% 74% 59%
Feeding Stuff 34% 34% 51% 43%
Miscellaneous Food 37% 32% 13% 22%
Beverages 47% 30% 12% 19%
Tobacco 42% 39% 50% 46%
Wool 39% 63% 78% 89%
Cotton 24% 44% 83% 84%
Animal Oils 24% 57% 39% 25%
Vegetable Oils 28% 31% 56% 49%
Processed Oils 25% 27% 10% 30%
Total 25% 31% 35% 36%

Source: Comtrade

*Shares of Intra Exports and Imports are not giveorder to save space

Table 4.9 shows the changes in the relative stwdrestra imports from 1995 to
2005. According to the table, the meat, dairyhdry, cereals, miscellaneous
food, beverages and wool sectors are where tratte en-member countries
has increased. Their shares increased after th@RAU& 1995. The most

remarkable changes in the share of world productdshe German market
occurred in the wool, cereals and dairy sectordh vilit%, 10% and 10%

increases respectively. Nonetheless, none of thex#ict groups account for

more than 5% of the total extra agricultural imposf Germany (Table 4.10).
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Thus, the share of extra imports in the total adtucal imports of Germany
increased by only 1% in the decade after the URA2985.

As far as the share of extra exports is conceriiathje 3.9 shows that the
products of which the share of extra exports insedaby a large amount in the
decade between 1995 and 2005 are wool, cotton amdahoils. However,

these sectors do not constitute more than 2% af éxtra exports (Table 4.10).
Thus, the increases in the shares of extra expbttese products have a limited
impact on cumulative extra agricultural exportsheTshare of extra exports in
the total agricultural exports of Germany increabgd6%. This increase is
significant, bearing in mind the fact that the shaf extra exports in total
agricultural export of the EU-15 increased by oflg% between 1995 and
2005. On this point, it is worth noting that thengposition of extra exports did
not see a major change between 1995 and 2005. dimposition of extra

exports in 1995 and 2005 is similar at almost 88%.

Table 4.10: Share of Products in Total Extra Expors and Imports of Germany
for 1995 and 2005 by value

Extra Export Extra Import

1995 2005 | Min.| 1995 2005 Min.
Live Animals 3.2 2.4 2.4 0.4 0.3 0.3
Meat 5.0 8.3 5.0 7.8 9.2 7.8
Dairy Products 9.7 8.8 8.8 0.9 3.5 0.9
Fish and Fish Prep. 15 2.0 15 9.q 10{8 9.0
Cereals 14.6 11.9 11.9 2.0 3.8 2.0
Fruits and Vegetables 6.5 6.5 6.b 31.9 3211 31.9
Sugar and Honey 9.1 5.9 5.9 1.7 2.3 1.7
Coffee, Cocoa, Tea etc. 10.9 11.7 10.9 22.5 142 214
Feeding Stuff 6.0 6.2 6.0 5.8 5.1 5.1
Miscellaneous Food 6.1 8.0 6.1 1.7 2.9 1.7
Beverages 114 9.7 9.1 2.3 4.5 2.3
Tobacco 7.3 12.0 7.3 4.4 4.0 4.0
Wool 1.8 15 15 3.3 14 1.4
Cotton 0.3 0.3 0.3 2.1 0.6 0.6
Animal Oils 0.2 0.8 0.2 0.3 0.1 0.1
Vegetable Oils 4.3 2.5 2.5 3.0 4.6 3.0
Processed Oils 2.1 14 1.4 1.0 0.5 0.5
Total 100.0 100.0/ 87.9 100.0 1000 86.5

Source: Comtrade
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4.4 The Netherlands

Although having an 11% share in total volume ofranEU-15 agricultural
exportation on average for the period 1985 - 200& Netherlands is the leader
in intra EU-15 agricultural exportation in valuerte. In 2005, it accounts for

17% of the total value of intra EU-15 agricultuexiports.
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Figure 4.7: Composition of Intra and Extra Exports of Netherlands by value, 2005
Source: Comtrac

When the composition of the Netherland’s exportsthe EU-15 region is
considered, it is seen from Figure 4.7 that thenBigands mainly exports fruits
and vegetables to the EU-15 countries. AlthoughNletherlands is far behind
Italy and Spain as regards fruit and vegetable ytioh, it outperforms both of
these countries in terms of value of exports. Regmwntributing only 7% to the
fruit and vegetable production in the EU-15, théhHedands accounts for almost
20% of total value of intra EU-15 fruits and vedeés export as the leading
country. While fruits and vegetables constitute®2&o share of the total value

of the Netherland’s intra exports, feeding stufhieh is the leading product
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group in Netherland’s intra exports in quantitymer accounts for 39% of the
total volume of the Netherlands’s intra exportsawmerage for the period 1995-
2005.

Dairy products follow fruits and vegetables as4bheond most exported product
group. Milk, cheese, egg and butter account resbg for 38%, 30%, 22%,
and 10% of intra dairy exports of the Netherlandgjuantity terms on average
for the period 1985-2005.

Table 4.11: Share of Extra Trade in Total Trade ofNetherlands by value for 1995
and 2005*

Extra Export Extra Import

1995 2005 1995 2005
Live Animals 11% 25% 3% 8%
Meat 10% 10% 20% 31%
Dairy Products 30% 28% 2% 12%
Fish and Fish Prep. 20% 26% 50% 42%
Cereals 32% 35% 9% 9%
Fruits and Vegetables 13% 17% 44% 52%
Sugar and Honey 39% 29% 19% 15%
Coffee, Cocoa, Tea etc. 25% 34% 67% 68%
Feeding Stuff 15% 21% 60% 56%
Miscellaneous Food 33% 32% 20% 25%
Beverages 59% 61% 7% 16%
Tobacco 10% 6% 43% 40%
Wool 17% 47% 69% 46%
Cotton 8% 39% 57% 48%
Animal Oils 26% 27% 67% 21%
Vegetable Oils 38% 16% 60% 67%
Processed Oils 18% 16% 30% 54%
Total 21% 23% 33% 39%

Source: Comtrade

*Shares of Intra Exports and Imports are not givearder to save space

In order to find out the real effect of the URAA the Netherlands’ agricultural
market, a comparison between the shares of exfarisin 1995 and 2005 is
given in Table 4.11. According to this, in liveskoproducts, in which EU-15
has always been relatively more protectionist, marable increase in the

market share of world products occurred after 1995.
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The market shares of world products in meat and g&ctors, which were 20%
and 2% respectively in 1995, increased by almo$b 10 2005. Fruits and

vegetables, miscellaneous food, beverages and al@gebils are the other

sectors which became more liberalized after 198mong the products which

became more liberalized, the meat and vegetabte seittors experienced an
increase in their relative shares of total extrpanation (Table 4.12). Hence,
the increase in the share of extra importationhesé products had a positive
effect on the total of extra agricultural import§ the Netherlands. On a
cumulative basis, it is seen from Table 3.11 that Wetherlands’ agricultural
market became more open to world products as & dhe 6% increase in the
share of extra imports. In addition, when the cositpmn of extra exports and
imports are analyzed for 1995 and 2005, it is seem Table 4.12 that the
ranking of the products in total extra exports angorts does not differ. The
composition of extra exports and imports in 2008 similar to those in 1995
with 85.4% and 84.4% respectively.

Table 4.12: Share of Products in Total Extra Expors and Imports of Netherlands for
1995 and 2005 (by value)

Extra Export Extra Import

1995 2005 Min. 1995 2005 Min.
Live Animals 1.4 2.8 1.4 0.2 0.4 0.2
Meat 7.1 5.7 5.7 3.7 7.7 3.7
Dairy Products 20.4 14.0 14.( 2.1 3.2 2.1
Fish and Fish Prep. 4.0 5.7 4.( 7.1 5.6 5.6
Cereals 7.4 6.7 6.7 2.8 2.0 2.0
Fruits and Vegetables 13.6 15.9 13|16 28.4 30(0 28.4
Sugar and Honey 3.6 2.6 2.6 1.3 0.9 0.9
Coffee, Cocoa, Tea etc. 6.7 10.3 6.7 19.7 16}2 16.2
Feeding Stuff 4.6 6.2 4.6 15.0 9.6 9.6
Miscellaneous Food 6.3 8.2 6.3 1.9 2.6 1.9
Beverages 14.2 16.1 14.2 21 3.0 21
Tobacco 4.0 2.3 2.3 6.4 4.5 4.5
Wool 0.1 0.0 0.0 0.3 0.0 0.0
Cotton 0.0 0.0 0.0 0.3 0.0 0.0
Animal Oils 0.2 0.2 0.2 1.7 0.2 0.2
Vegetable QOils 5.3 2.3 2.3 7.5 12.0 7.5
Processed Oils 1.2 0.8 0.8 15 2.0 15
Total 100.0 100.0 85.4 100.0 100.0 84.4

Source: Comtrade
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4.5 Spain

Spain, where agriculture accounted for 2.8% of @&@P in 2005, contributes
8% to the total volume of intra EU-15 agricultuedports on average for the
period 1985-2005 as the fifth biggest exporter. weleer, in value terms, it
accounts for 10% of the total value of intra EUddricultural exports. In its
trade with the EU-15 countries, Spain mainly exgdruits and vegetables,
which constitute 47% of total value and 65% of tetdume of its exports to the
EU-15 (Figure 4.8). In view of the fact that Sparthe second largest producer
of both fruits and vegetables after Italy, prodgcit4 million tonnes of fruits
and 11 million tonnes of vegetables on averageHerperiod 1985-2005, the
dominance of fruits and vegetables in agricultwggports of Spain is to be

expected.
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Figure 4.8: Composition of Intra and Extra Exportsof Spain by value, 2005
Source: Comtrade

After fruits and vegetables, meat is the second mmsmmonly exported product
in intra exportation of Spain in value terms, anid is followed by fish and fish
preparations.
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With regard to the exports of Spain to countridseothan the EU-15, there is
again the dominance of fruits and vegetables. &\glverages, 76% of which is
comprised of wine, constitutes 16% of the extracadfural exports of Spain,
fish accounts for 12% (Figure 4.8). Besides theseluct groups, vegetable
oils, in particular olive oil, are the other pripal agricultural exports of Spain.
94% of vegetable oils exports is composed of otilgof which Spain is the
leader producer in the EU-15, contributing 45%hi@ tiotal production.
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Figure 4.9: Composition of Intra and Extra Imports of Spain by value, 2005
Source: Comtrade

On the other hand, with regard to imports, Spaimmamports fish, cereals,
fruits and vegetables and dairy products. Howesach of these product groups
has different percentage shares in intra and extportation. The principal
import of Spain from the EU-15 is the cereals g(da6fo), and this is followed
by fish (12%) and dairy products (11%). When tbmposition of extra imports
is considered, fish and fruits and vegetables dateithe extra imports of Spain
with a share of 38% and 21% respectively (Figuég.4.
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In order to understand the general structure efaricultural trade of Spain,
not only the product groups of intra and extradrafl Spain, but also the shares
of intra and extra trade in overall trade are intgat. Unsurprisingly, intra trade
accounts for the great majority of the total adtimal trade of Spain as it does
in all other EU-15 member states. The impact ofrEétdrms and international

agreements on Spain’s trade structure has beetedintoo.

Table 4.13: Share of Extra Trade in Total Trade ofSpain by value for 1995 and
2005*

Extra Export Extra Import

1995 2005 1995 2005
Live Animals 4 4 2 2
Meat 11 13 19 23
Dairy Products 14 15 3 4
Fish and Fish Prep. 31 25 63 66
Cereals 45 21 29 30
Fruits and Vegetables 13 15 57 58
Sugar and Honey 66 36 17 21
Coffee, Cocoa, Tea etc. 54 35 74 55
Feeding Stuff 17 20 74 75
Miscellaneous Food 27 32 5 4
Beverages 25 33 9 19
Tobacco 61 38 41 10
Wool 27 25 55 57
Cotton 57 45 89 75
Animal Oils 35 53 42 23
Vegetable Oils 44 26 50 62
Processed Oils 19 27 36 42
Total 28% 28% 32% 33%

Source: Comtrade

*Shares of Intra Export and Import are not givelider to save space

Table 4.13 shows the changes in the relative sladrestra exports and imports
for each product group. As is seen from Table 4mM@st of the sectors have
experienced negligible increases in the share dfaexnports. The only

significant increase has occurred in the beveragevagetable oil sectors, with
10% and 12% respectively. In fact, the share afeexbports has diminished in
some products such as tobacco and animal oilss, The share of extra imports
increased only by 1% in the decade between 19920608.
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When the shares of extra exports in 1995 and 200%ompared, it is seen that
Spain has directed its exports to the EU-15 marHlet.the fisheries, cereals,

sugar, tobacco, cotton and vegetable oil sectagsjfisant decreases in the
share of extra exports between 1995 and 2005 aservdd (Table 4.13). As

with extra imports, extra exports could not inceeéiseir relative share of total

exports, and the share remained at 28% in the éan geriod after 1995. In

addition to the share of extra trade as a percent@dotal trade for the years
1995 and 2005, it is also necessary to examinedhgosition of extra exports

and imports for the years concerned in order toetstdnd how the extra

agricultural trade of Spain has been affected kyGAP reform and the URAA

of mid 1990’s.

Table 4.14: Share of Products in Total Extra Expors and Imports of Spain for
1995 and 2005 by value

Extra Export Extra Import

1995 2005 | Min.| 1995 2005 Min.
Live Animals 0.3 0.2 0.2 0.2 0.4 0.2
Meat 2.6 6.3 2.6 2.4 3.1 2.4
Dairy Products 1.4 2.3 1.4 0.5 0.8 0.5
Fish and Fish Prep. 11.6 11.6 116 32{1 36.8 321
Cereals 10.1 4.4 4.4 8.6 9.9 8.6
Fruits and Vegetables 28.2 321 28.2 16(5 19.5 16.5
Sugar and Honey 10.1 2.9 2.9 2.1 1.2 2.1
Coffee, Cocoa, Tea etc. 6.5 4.1 411 12|0 6.2 6.2
Feeding Stuff 0.7 1.7 0.7 10.2 10.4 10.2
Miscellaneous Food 2.4 4.3 2.4 0.5 0.5 0.5
Beverages 9.7 16.0 9.7 1.6 3.4 1.6
Tobacco 2.0 1.6 1.6 5.0 2.1 2.1
Wool 0.5 0.2 0.2 0.8 0.2 0.2
Cotton 0.5 0.6 0.5 3.3 0.4 0.4
Animal Oils 0.2 0.7 0.2 0.5 0.1 0.1
Vegetable Oils 13.0 10.7 10.7 4.7 4.4 4.4
Processed Oils 0.2 0.3 0.2 0.9 0.7 0.7
Total 100.0 100.0/ 81.6 100.0 1000 86.8

Source: Comtrade

As is shown in Table 4.14, the composition of extxports and imports in 1995
and 2005 are quite similar. 80% of the commodities in the same product
categories. Among the agricultural products, thestmremarkable increase

occurred in the share of beverage in respect @l textra exports. While
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beverages were the fifth most exported agricultpralducts in extra trade in
1995, with a share of 9.7%, they became the senuwxl exported agricultural
products in extra trade in 2005 with a share of 16¥he beverages sector’s
share in total extra imports also increased in piegod. As has already been
mentioned above, the share of extra exports and @xports in the beverages
sector increased by 8% and 10% respectively. Hewewecause the share of
extra export and import diminished in some othartas, the share of extra
trade in total agricultural trade of Spain did miperience a change as was
expected after the URAA.

4.6 Belgium

Belgium, which accounts for 10% of the total voluafentra EU-15 agricultural
exports on average for the period 1985-2005, is @in¢he most important
players in the agricultural trade of the EU-15. vidg a 12% share in the total
value of intra EU-15 agricultural exports, it isetfourth biggest exporter in the
EU-15 after the Netherlands, Germany and Franodts ltrade with the EU-15
countries, Belgium mostly exports fruits and vegtda (27%) and meat (15%),
and imports cereals. Figure 4.10 shows the cortippgf Belgium’s intra and

extra exports.

As for the agricultural exports of Belgium to thicduntries other than the EU-
15, it is shown in the figure that cereals (17%)jt6 and vegetables (14%) and
sugar(12%) play a central role. This dominancerats and vegetables is seen
in the intra and extra agricultural imports of Balg as well. In fact, almost half

of the total value of Belgium’s extra agricultuiatiports is accounted for by

fruits and vegetables (Figure 4.11).
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Having set out a general framework for the agralt trade of Belgium, it is
useful to follow the same approach as has beem také the previous country
examples and make a comparison between the shérestra exports and
imports in 1995 and 2005 in order to find out wieetthe URAA is effective in
changing the shares of world products in the Balgraarket and the shares of
Belgian products in world markets. The share dfeerxports and imports in
1995 and 2005 are given in Table 4.15. Belgiuronie of the member states
where the share of extra agricultural trade istiradly low. Intra trade
accounted for almost 80% of total agricultural &aad 1995 and 2005.

Although extra imports did not intensify in eacloguct group, the share of total
extra agricultural imports increased by 9% betw&@85 and 2005. It is worth
noting that this increase is striking in terms loé fact that the average increase
in the share of extra imports is 0.2% in the EUas5 whole. While the share
of extra imports increased in the decade betwee85 18nd 2005, the
composition of the extra imports also changed iantly. The commodity
composition of extra imports in 1995 and 2005 areso similar. Only 55.6%
of the commodities are in the same product categdfiable 4.16).

Apart from the aggregate level, the sectors in thiie share of extra imports
increased significantly are fisheries, fruits amjetables, wool and cotton. In
these sectors, the market share of non EU-15 pteducreased by 14%, 29%,
12%, and 14% respectively between 1995 and 20@%ce $ruits and vegetables
became the leading product group in extra impoitBedgium with a share of
24% (Table 4.16) in the decade after 1995, theeas® in the share of extra
fruits and vegetables raised the share of Belgiuota extra imports.
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Table 4.15: Share of Extra Trade in Total Trade ofBelgium by value for 1995
and 2005*

Extra Export Extra Import

1995 2005 1995 2005
Live Animals 2% 11% 1% 1%
Meat 7% 7% 20% 24%
Dairy Products 24% 16% 2% 3%
Fish and Fish Prep. 7% 2% 31% 45%
Cereals 22% 24% 9% 8%
Fruits and Vegetables 6% 9% 25% 54%
Sugar and Honey 61% 39% 6% 5%
Coffee, Cocoa, Tea etc. 13% 12% 34% 41%
Feeding Stuff 22% 25% 23% 21%
Miscellaneous Food 13% 17% 4% 9%
Beverages 25% 10% 2% 6%
Tobacco 7% 15% 24% 15%
Wool 25% 46% 48% 60%
Cotton 4% 5% 74% 88%
Animal Oils 22% 30% 46% 19%
Vegetable QOils 18% 40% 39% 16%
Processed Oils 18% N/A 9% 18%
Total 18% 15% 16% 25%

Source: Comtrade

*Shares of Intra Export and Import are not givewlider to save space

With regard to the agricultural exports of Belgiufable 4.15 shows that
Belgium concentrates highly on the EU-15 market.orddthan 85% of the
agricultural exports of Belgium is directed to tBE-15 region, while the same
ratio is 72% in the EU-15 as a whole. When theeshaf extra exports in 1995
and 2005 are compared for each product group, seen from the table that
dairy, fisheries, sugar and beverages are thersectovhich the shares of extra
export diminished between 1995 and 2005. Not tmdyshare of extra exports,
but also the composition of extra exports has chdngince 1995. The
commodity composition of extra export in 1995 a2 are similar. 77% of

commodities are in the same product categories.
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Table 4.16: Share of Products in Total Extra Expors and Imports of Belgium for

1995 and 2005 by value

Extra Exports Extra Imports

1995 2005 | Min. 1995 2005 Min.
Live Animals 0.4 1.0 0.4 2.7 0.1 0.1
Meat 6.7 6.0 6.0 6.0 7.8 6.0
Dairy Products 19.7 10.2 10.2 19.9 2.2 2.2
Fish and Fish Prep. 0.7 0.6 0.6 4.6 10|6 4.6
Cereals 14.5 17.6 14.5 14.7 7.1 7.1
Fruits and Vegetables 55 14.4 5.5 137 24.2 13.7
Sugar and Honey 19.6 11.7 117 4.6 1.6 1.6
Coffee, Cocoa, Tea etc. 6.7 7.9 67 6.1 16.1 6.1
Feeding Stuff 6.7 6.5 6.5 6.0 9.3 6.0
Miscellaneous Food 4.6 7.1 4.6 4.4 1.0 1.0
Beverages 8.0 4.1 4.1 10.7 2.1 2.1
Tobacco 1.0 2.8 1.0 2.5 3.9 2.5
Wool 0.9 0.6 0.6 0.6 2.9 0.6
Cotton 0.1 0.0 0.0 0.2 2.7 0.2
Animal Oils 0.1 0.6 0.1 0.6 2.7 0.6
Vegetable Oils 4.4 8.7 4.4 1.8 6.1 1.8
Processed Oils 0.5 N/A 0.5 2.1 0.5 0.5
Total 100.0 100.0| 77.4 100.0 1000 55.6

Source: Comtrade
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CHAPTER 5
AGRICULTURE IN TURKEY AND POSSIBLE AGRICULTURAL
DEVELOPMENTS FOR THE EU IN CASE OF TURKISH
MEMBERSHIP

Relations between Turkey and the EU date back ¢oAhkara Agreement,
which was signed in 1963. As the basis for EU-€yrkelations, the Ankara
Agreement aimed to intensify economic and tradaticels. Within the twenty-
five-year transition period which was proposed bg Ankara Agreement, all
tariffs and other trade barriers would be elimidateciprocally. This transition
process, through which relations with the EEC w&rengthened, concluded
with the Customs Union Agreement (CU) of 1995. Thé marked a major step
forward in relations between two regions (Acar, 499However, the CU did
not cover agricultural products except for somecessed products. Thus, it is
still unknown how the accession of Turkey to the &l affect the agricultural

trade of the two parties.

This chapter cannot provide an answer to this queslt is only a hypothetical
exercise and is limited to the intra and extradrasue of the EU. If Turkey
does become a full member of the EU, will she causggnificant change in the

intra and extra agricultural trade of the EU?

5.1 Agriculture in Turkey

Agriculture was the largest sector in the Turkisbneeny in terms of its share in
total employment and GDP. With rapid growth inestectors, its importance
has declined in a relatively short period (OECD94)9 Agriculture contributed
23% to the GDP in 1979, but, by 2005, this shard Haclined to 11%.
Similarly, agriculture’s share in total employmewhich was recorded as 60%
in 1960, has declined markedly to 33% during thaoplefrom the 1960s to
2005.
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However, the share of agriculture in total emplogims still high compared to
the EU-15 average. In 2005, agriculture accourfted3.7% of the total
employment in the EU-15. The only EU-15 country endh agriculture

constitutes more than 10% of the total employme@reece.

In respect of trade, data from the Turkish Stat#étinstitute indicates that 20%
of Turkey's total exports were composed of agrimdtin 1995, and, with the
improvements in other sectors that occurred over shbsequent decade,
agriculture’s share in total exports has diminisked0%. In terms of the total
imports of Turkey, on the other hand, agricultuonstitutes a 6% share. In
Turkey’'s agricultural trade, the EU-15 accounted 46% of total value of

exports and 30% total value of imports in 2005fdat, for some products the
share of EU-15 is more than 50% (Table 5.1). Fetaimce, the EU-15 has a
share of 60% in Turkish fish and fruits and vegksbexportation. Live

animals, dairy products, miscellaneous food ancetsges are examples of the
product groups in which the EU-15 has more thar0% Share in Turkey’s

imports. Among these products, beverages are anigihe EU-15 dominates

the Turkish beverage market with a share of alr80%t.

Table 5.1 (Continued): Agricultural Exports and Imports of Turkey to the EU-15

Exports of Turkey, $

EU-15 Total| Share of EU-15 in Total (%)
Live Animals 2,004,825 5,179,715 39
Meat 3,179,118 41,315,175 8
Dairy Products 341,600 80,838,764 0
Fish 153,743,906 243,209,489 63
Cereals 63,356,161 891,872,749 7
Fruits&Vegetables 2,718,250,347| 4,373,566,764 62
Sugar 62,623,964 211,427,299 30
Coffee, Cocoa, Tea etc. 47,454,690 309,356,391 15
Feeding stuff 3,151,943 17,582,500 18
Miscellaneous Food 59,605,751 337,993,392 18
Beverages 33,658,568 146,398,202 23
Tobacco 207,801,481 590,046,671 35
Textile Fibres 173,691,795 435,877,454 40
Vegetable Oils 202,316,406 358,876,168 56
Processed QOils 612,535 46,334,686 1
Total 3,731,793,090( 8,089,875,419 46
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Imports of Turkey, $

EU-15 Total| Share of EU-15 in Total (%)
Live Animals 9,248,940 14,074,270 66
Meat 22,746 77,791 29
Dairy Products 40,868,147 78,396,780 52
Fish 12,433,444 69,193,419 18
Cereals 66,505,240 226,296,024 29
Fruits&Vegetables 59,543,338 284,146,563 21
Sugar 17,263,312 45,987,233 38
Coffee, Cocoa, Tea etc. 68,523,349 275,446,645 25
Feeding stuff 39,895,230 341,483,820 12
Miscellaneous Food 215,273,817 280,077,966 77
Beverages 18,484,912 23,371,627 79
Tobacco 107,939,794 275,503,963 39
Textile Fibres 543,226,681 1,642,915,661 33
Animal Oils 2,065,541 73,052,542 3
Vegetable Oils 65,197,939 626,164,738 10
Processed Oils 16,251,535 45,512,940 36
Total 1,282,743,965| 4,301,701,982 30

Source: Comtrade

As can be seen from Table 5.1, Turkey is a net &pof agricultural products,
both in its trade with the EU-15 and the rest af thorld. On an individual
basis, fruits and vegetables, fish, sugar, tobacegetable oils and beverages
are the agricultural sectors in which Turkey hdsade surplus in its trade with
the EU-15.

sectors in which Turkey imports more than it expantits trade with the EU-15.

In contrast, cereals, feeding stuffrydand textile fibers are the

The main destinations of Turkish agricultural expadn the EU-15 region are
Germany, ltaly, France, and the Netherlands, wrespectively have 25%, 24%
9.5% and 8% shares in Turkey’s total agriculturglats to the EU-15. There
is no doubt that the intensive agricultural tradéhviGermany, France and the
Netherlands is also a consequence of the size of Tilwkish ex-patriate
population living in those countries. As far a® ttomposition of Turkey’'s
agricultural exports is concerned, fruits and vebkts, which historically are
the principal agricultural exports of Turkey, domi@ Turkish agricultural
exports to the EU-15 with a share of 65% in termguantity (Figure 5.1). In
addition, the main agricultural products that Tyrkeports from the EU-15

region are cotton (26%), vegetable oils (19%), egr@als (16%).
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Figure 5.1: Composition of Turkey's Agricultural Trade with the EU-15 by
quantity, 2005
Source: Comtrade

5.2 Possible Agricultural Developments for the EUn the case of Turkey’s

Membership

As has already been emphasized in the whole stbdyagricultural trade of the
EU-15 mainly concentrates on intra trade. Undadlilgtethis is a consequence
of being a trade bloc and the geographic proximitgnember states. Bearing in
mind the fact that agricultural products are natluded in the CU between
Turkey and the EU, the question of whether Turkéytare accession to the EU
will make any change in the EU’s agricultural tractemposition in terms of
intra and extra trade is worth asking. In ordefinol an easy answer, for the
purposes of this exercise it is assumed that Tuhkesybeen a full member of the
EU since 1985. Accordingly, the trade between BEUdnd Turkey is
considered as Turkey’s intra trade. This amourddded to intra agricultural
trade and it is subtracted from the extra agricalttrade of the EU for the 1985
- 2005 period.
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Table 5.2: Intra and Extra Agricultural Exports of the EU-15 (million tonnes)

Intra Export

Extra Export

Intra Export*

Extra Export*

Total Export

1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

82,579

90,072

93,001

93,262

102,254
103,355
109,789
114,022
116,168
121,619
128,037
135,376
134,289
145,379
151,752
148,753
155,904
148,244
158,461
160,491
170,901

46,441
43,019
45,827
41,000
39,337
43,022
45,297
47,164
52,368
49,578
46,354
41,480
46,519
46,953
52,082
52,478
44,075
41,654
46,514
40,035
48,847

82,957

90,336

93,734

93,633

103,483
105,324
110,170
114,347
117,023
122,085
129,030
136,493
135,295
146,062
152,529
149,635
156,346
148,878
159,411
161,077
171,441

46,063
42,756
45,094
40,630
38,109
41,053
44,916
46,839
51,514
49,112
45,362
40,363
45,513
46,269
51,306
51,596
43,632
41,020
45,565
39,449
48,306

129,020
133,092
138,828
134,263
141,592
146,377
155,086
161,186
168,536
171,197
174,391
176,856
180,808
192,331
203,834
201,231
199,978
189,898
204,975
200,526
219,747

Source: Comtrade
(*) Intra Export Including Turkey
(**) Extra Export Excluding Turkey

Table 5.3: Shares of Intra and Extra EU-15 Agriculural Trade by quantity

Intra Export(%)| Extra Export(%)] Intra Export*(%) | Extra Export**(%)| Total(%)
1985 64.00 36.00 64.30 35.70 100.00
1986 67.68 32.32 67.88 32.12 100.00
1987 66.99 33.01 67.52 32.48 100.00
1988 69.46 30.54 69.74 30.26 100.00
1989 72.22 27.78 73.09 26.91 100.00
1990 70.61 29.39 71.95 28.05 100.00
1991 70.79 29.21 71.04 28.96 100.00
1992 70.74 29.26 70.94 29.06 100.00
1993 68.93 31.07 69.43 30.57 100.00
1994 71.04 28.96 71.31 28.69 100.00
1995 73.42 26.58 73.99 26.01 100.00
1996 76.55 23.45 77.18 22.82 100.00
1997 74.27 25.73 74.83 25.17 100.00
1998 75.59 24.41 75.94 24.06 100.00
1999 74.45 25.55 74.83 25.17 100.00
2000 73.92 26.08 74.36 25.64 100.00
2001 77.96 22.04 78.18 21.82 100.00
2002 78.06 21.94 78.40 21.60 100.00
2003 77.31 22.69 77.77 22.23 100.00
2004 80.03 19.97 80.33 19.67 100.00
2005 77.77 22.23 78.02 21.98 100.00

Source: Comtrade
(*) Intra Exports including Turkey
(**) Extra Exports excluding Turkey
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Table 5.2 shows the total intra and extra agricaltexports of the EU-15 in
quantity terms. Furthermore, it illustrates in&gports including Turkey and
extra exports excluding Turkey. In order to sirfyplivhat the table says, the

shares of intra and extra exports in total expamtsgiven in Table 5.3.

As can be seen from Table 5.3, the share of inparés as a percentage of total
exports increased by 13% between 1985 and 2005%urkey is assumed to be
an actual member of the EU-15, on average, a OrR¥ease and decrease is
seen in intra and extra agricultural exports ofEte 15 respectively. Following
the same approach, the quantities and percentagesaoand extra agricultural
imports of the EU-15 are given in Table 5.4 andl&a&h5. When Turkey is
included in intra EU-15 imports and excluded frortr@& EU-15 imports, intra
EU-15 imports increases by 0.5% on average, and &ud-15 imports decrease
by the same amount.

Table 5.4: Intra and Extra Agricultural Imports of the EU-15 (million tonnes)

Intra Import |Extra Import |Intra Import* |Extra Import** | Total Export
1985 87,104 70,763 87,740 70,127 157,867
1986 90,213 68,069 91,025 67,257 158,282
1987 93,366 70,180 94,004 69,542 163,546
1988 95,899 70,321 96,717 69,503 166,220
1989 96,645 66,332 97,403 65,575 162,978
1990 100,697 72,235 101,547 71,385 172,932
1991 109,501 74,149 110,618 73,032 183,650
1992 113,461 76,773 114,399 75,835 190,234
1993 108,821 80,301 109,669 79,453 189,122
1994 117,952 85,278 119,055 84,176 203,231
1995 122,350 82,301 123,431 81,220 204,650
1996 123,699 80,323 124,750 79,272 204,021
1997 124,330 73,897 125,303 72,925 198,227
1998 138,082 76,491 139,090 75,483 214,573
1999 135,020 85,359 136,123 84,257 220,379
2000 127,501 78,128 128,760 76,869 205,629
2001 134,416 88,576 135,703 87,289 222,992
2002 124,463 84,430 125,689 83,204 208,893
2003 138,027 83,189 139,211 82,005 221,216
2004 144,849 93,051 146,009 91,891 237,900
2005 164,009 82,252 165,336 80,925 246,262

Source: Comtrade
(*) Intra Imports including Turkey
(**) Extra Imports excluding Turkey
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Table 5.5: Shares of Intra and Extra Trade With andWithout Turkey

Intra Import (%) Extra Import(%) | Intra Import*(%)] Extra Import**(%)| Total (%)
1985 55.18 44.82 55.58 44.42 100.00
1986 56.99 43.01 57.51 42.49 100.00
1987 57.09 42.91 57.48 42.52 100.00
1988 57.69 42.31 58.19 41.81 100.00
1989 59.30 40.70 59.76 40.24 100.00
1990 58.23 41.77 58.72 41.28 100.00
1991 59.63 40.37 60.23 39.77 100.00
1992 59.64 40.36 60.14 39.86 100.00
1993 57.54 42.46 57.99 42.01 100.00
1994 58.04 41.96 58.58 41.42 100.00
1995 59.78 40.22 60.31 39.69 100.00
1996 60.63 39.37 61.15 38.85 100.00
1997 62.72 37.28 63.21 36.79 100.00
1998 64.35 35.65 64.82 35.18 100.00
1999 61.27 38.73 61.77 38.23 100.00
2000 62.01 37.99 62.62 37.38 100.00
2001 60.28 39.72 60.86 39.14 100.00
2002 59.58 40.42 60.17 39.83 100.00
2003 62.39 37.61 62.93 37.07 100.00
2004 60.89 39.11 61.37 38.63 100.00
2005 66.60 33.40 67.14 32.86 100.00

Source: Comtrade
(*) Intra Imports including Turkey
(**) Extra Imports excluding Turkey

Apart from the aggregate analysis of agriculturadlé, it is also useful to see the
possible effects of future membership of Turkey the key products in
agricultural trade between the EU-15 and Turkeyraland extra trade of fruits
and vegetables, and cotton are analyzed belowdardo show how the intra
and extra trade might be influenced by Turkey sifatmembership. Since it is
assumed that Turkey is an actual member of the Hwkey's fruits and
vegetables export to the EU-15 is added to the amoiuintra EU-15 fruits and
vegetables exports. Under such an assumptiom, EHit+15 fruits and vegetable
imports increase by 2% on average for the peric®b305 (Table 5.6). In
parallel to this, extra EU-15 fruits and vegetadports decrease by 2%.
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Table 5.6: Shares of Intra and Extra EU-15 Fruits ad Vegetable Imports by
quantity

Intra Import(%) | Extra Import(%) | Intra Import*(%) | Extra Import**(%)| Total %
1985 52.99 47.01 54.40 45.60 100.00
1986 53.50 46.50 55.25 44.75 100.00
1987 52.11 47.89 53.44 46.56 100.00
1988 53.52 46.48 54.98 45.02 100.00
1989 55.77 44.23 57.23 42.77 100.00
1990 56.63 43.37 58.40 41.60 100.00
1991 54.57 45.43 56.28 43.72 100.00
1992 53.66 46.34 55.19 44.81 100.00
1993 52.53 47.47 54.13 45.87 100.00
1994 55.58 44.42 57.48 42.52 100.00
1995 61.01 38.99 63.05 36.95 100.00
1996 59.58 40.42 61.56 38.44 100.00
1997 62.20 37.80 63.88 36.12 100.00
1998 63.73 36.27 65.32 34.68 100.00
1999 59.83 40.17 61.28 38.72 100.00
2000 60.65 39.35 62.10 37.90 100.00
2001 62.04 37.96 63.79 36.21 100.00
2002 63.37 36.63 65.25 34.75 100.00
2003 63.68 36.32 65.41 34.59 100.00
2004 61.22 38.78 62.99 37.01 100.00
2005 62.33 37.67 64.15 35.85 100.00

Source: Comtrade
(*) Intra Imports including Turkey
(**) Extra Imports excluding Turkey

Table 5.7: Shares of Intra and Extra EU-15 Cotton Eports by quantity

Intra Export(%) |Extra Export(%) |Intra Export*(%) | Extra Export**(%) |Total(%)
1985 68.00 32.00 68.01 31.99 100.00
1986 79.59 20.41 80.82 19.18 100.00
1987 74.98 25.02 81.76 18.24 100.00
1988 68.19 31.81 68.74 31.26 100.00
1989 71.33 28.67 75.05 24.95 100.00
1990 67.35 32.65 71.65 28.35 100.00
1991 64.63 35.37 65.42 34.58 100.00
1992 68.61 31.39 73.48 26.52 100.00
1993 58.58 41.42 61.40 38.60 100.00
1994 63.51 36.49 67.23 32.77 100.00
1995 64.43 35.57 71.81 28.19 100.00
1996 54.27 45.73 65.18 34.82 100.00
1997 55.27 44.73 76.01 23.99 100.00
1998 63.26 36.74 76.81 23.19 100.00
1999 50.95 49.05 69.88 30.12 100.00
2000 50.73 49.27 75.95 24.05 100.00
2001 51.58 48.42 73.24 26.76 100.00
2002 45.41 54.59 72.21 27.79 100.00
2003 43.46 56.54 63.45 36.55 100.00
2004 45.16 54.84 67.23 32.77 100.00
2005 38.66 61.34 65.78 34.22 100.00

Source: Comtrade
(*) Intra Exports including Turkey
(**) Extra Exports excluding Turkey
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When the same approach is followed for cotton tlaén agricultural import of

Turkey from the EU-15 - it is seen that, in cas@wifkey’s accession to the EU,
intra EU-15 cotton exports increase by more theb 28r the period 2000-2005
(Table 5.7).

In conclusion, although Turkey’s membership wibuk in a negligible increase
in intra EU-15 agricultural trade, it will lead temarkable increases in the intra

trade of products which are the principal exponis enports of Turkey.
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CHAPTER 6
CONCLUSION

This thesis analyzed intra and extra EU-15 agticalttrade for the period 1985
- 2005. The main aim was to examine the expedugtl fsom intra to extra

trade, and the extent to which EU-15 agriculturatlé was influenced by the
CAP reform and the URAA. As was emphasized repdatdroughout the

study, intra trade has always dominated EU-15 afjul trade. The CAP
reform process, which was initiated with the Maca®h reform package in
1992, and the establishment of the World Trade @rgéion (WTO), gave new
impetus to European agriculture towards liberalmat However, the analysis
made in this study shows that these two major ewdidtnot cause a major shift.

The shares of intra trade and extra trade remanmmée and less stable.

The URAA has placed the EU under more serious comemts than many
other countries. While the limitation of exportosidies was related mainly to
the extra agricultural exports of the EU-15, theffiaation and reduction in

existing tariffs were directly related to extra-ionfation. Since the URAA

brought in reduction in tariffs for all WTO memb&ates at different levels, the
world market became more open to European agri@llforoducts and the
European market became more open to world produ@snsequently, the
shares of extra exports and extra imports were @&geto rise. Nonetheless,
except for some products and some member stae§UHKL5 agricultural trade

still concentrates highly on intra trade.

The impact of the CAP reform and the URAA on prddgtoups and member
states were analyzed separately. This offered @gportunity to compare
products and member states within their own groOpe of the main results of
the study for the product groups is that it is Heverages product group in
which the share of extra imports increased the nmofte decade between 1995
and 2005.
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Even though the beverages group accounted for thare20% of extra exports
in 1995 and 2005, its share in extra imports iskahind that of fruits and
vegetables group, which accounted for 27% of tetdta imports in 2005.
Thus, the increase in the share of extra importbeserages did not have a

significant impact on the share of total extra agjtural imports.

On the other hand, where the evolution of memtaest total extra agricultural
trade is concerned, the analysis made in Chapgbo®s that, in the period after
1995, Belgium and the Netherlands are the membatesstwhere extra

agricultural trade increased by more than the Eldndgage.

After evaluating the changes in the share of iatrd extra agricultural trade for
the product groups and for the member states, athgpcal analysis was made
for Turkey. Almost half of the agricultural expsrof Turkey are directed
towards the EU-15. Since the agricultural tradati@ens between Turkey and
the EU-15 are very intensive, Turkey’s future memhg will not mark a major

step towards reducing the share of intra EU-15catiural trade. Instead, for
products such as cotton, in which Turkey is thenmaartner of the EU-15,

Turkey’s future membership will strengthen the leMantra trade.

All of these observations point to the fact thasihot easy to increase the share
of extra agricultural trade. Being located in #ame geography as the biggest
trade bloc of the world results in intensificatioh trade relations within the
Union. In addition to the geographic proximitygtprotectionist agricultural
policies implemented under the CAP has made thegean agricultural market
isolated from world agricultural market since itsgmning. It may require a
long time to establish new trade relations. Thpaat of the reforms and new
regulations need not be immediate. The attemptiernader CAP reforms and
the commitments given under the URAA to reshapeopesn agriculture did
not meet expectations. Their impact remained &cthito only a few products

and member states. In fact, it seems that theingdoAP reform process and
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the continuing Doha Round will not be able to cletige dominance or the

preference given to intra agricultural trade.
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Appendix 1: Intra EU-15 Agricultural Trade by Produ ct Groups for Major

Exporters
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