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ABSTRACT

The paper discusses the impact of the implementafitredsU Common Agricultural Policy
on Czech agriculture with a special emphasis giventhie effects resulting from the
application of current direct payments system. Tywpraaches were applied: in an ex post
analysis we address how accession have so faemfed structural changes income situation
and production structure. Secondly, in an ex-antyais we apply the agent-based model
AgriPoliS to simulate the impacts of decoupling tggs on structural change and farm
income. In the ex post analysis it has been obdettvat production decisions are strongly
influenced by top-ups. Furthermore, the model shthas accession slows down structural
change while decoupling of top-ups in 2009 will head to significant changes in farm
restructuring nor income situation.

Keywords: Structural change, Czech Republic, decouplingngased modelling, Common
Agricultural Policy.
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2 INTRODUCTION

Beside transition, there is a new force influencagyiculture in EU-12 countries. In the

accession process to the EU, trade of agriculywabls was stepwise liberalized since 2000
between the EU-12 and the EU. Hence, agricultur¢hen EU-12 has been progressively
confronted to European Common Agricultural Policy fAIn this paper, we focus on the

effects of the accession of EU-12 and the implentiemtaf the CAP in the case of Czech

Republic. Following the changes in farm structurerdutransition, we carry out an ex post
analysis based on historical data until 2006, abnskerve how accession affected structural
change and farm income. In a second step we conguatte analysis based on simulations
about the possible effects of decoupling in thesady region Vystna in Czech Republic.

In 2004 all EU 10 countries except Malta and Sléawespted in the frame of CAP for the
Single Area Payment Scheme (SAPS), with a uniformdembupled area paymérmind top-
ups. Contrary to SAPS, top-ups are fully couplegitoduction. The Czech Republic (CZ)
decided to introduce top-ups for cereals, oilsepdstein plants (COP), ruminants, flax, hop
and starch potatoes. As there is evidence thatitpeementation of top-ups had an effect on
the production structure, an important goal of élxeante part of the analysis is to show the
impacts of decoupling the top-ups. Therefore wethisenodel AgriPoliS (Agricultural Policy
Simulator), developed by4#pPeet al. 2006. The agent-based approach allows m®ttel the
current CAP in a very precise manner. We can initeda farm specific decoupling scheme,
where payments per ha differ among farmers deperating reference period. Furthermore,
we can redistribute payments on the whole land imiena single area payment scheme.
Moreover, it is possible to reproduce the hybridatyic decoupling scheme, chosen by some
EU-countries like Denmark, England, Germany anddridl Here, we want to focus on the
development of the number of farms, the income angtissible redistribution of payments
due to decoupling in 2009.

The paper is structured as follows. In section Zjive a short description of AgriPoliS that is
used for the ex ante analysis. The data we usebreafty described in section 3. Section 4
describes the policy scenarios, which are simulati#ld AgriPoliS. The results from the ex

Double-zero-agreement in 2000, double-profit-agrent in 2003, IBCHLER 2002

® In the following we refer to them as “SAPS paysé&n
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post and the ex ante analysis are shown in seétiofhe paper ends with conclusions in
section 6.

3 M ETHODOLOGICAL APPROACH AND KEY ASSUMPTIONS {

As stated above, one important goal of this papter govide a projection of CAP effects in a
selected region in CZ. As a framework for this pctogn, the model AgriPoliS is used.
AgriPoliS is a spatial and dynamic agent-based sitimri model of structural change in
agriculture. For details about the model, we refier ieader to KLLERMANN et al. 2007 and
HapPE et al. 2006. The main purpose of the model is tdetstand how farm structures
change in rural areas, particular in responsefferdnt policies. For this purpose, AgriPoliS
maps the key components of regional agriculturalcstires: heterogeneous farm enterprises
and households, space, markets for products andigtiod factors. These are embedded in a
technical and political environment. For the baseopethe model is calibrated to the
empirical data of the study region.

The main entities are the farm agents and the lapdsthe farms are embedded in. The
internal state of a farm is organized as a balarfm®ets which keeps track of factor
endowments (land, labor, capital and quota), faages, and expectations about future prices,
along with a number of financial indicators. Thedacape is constituted by cells of equal size
of different qualities (arable land, grass landy agricultural land), whereas some of the plots
serve as farmsteads for the spatially distribusech§.

Farms act autonomously in order to maximize their €bakl income. Farms’ actions are
derived from a mathematical programming approach. Fgenta can engage in production
activities, labour allocation, rental activities fand, production quotas, and manure disposal
rights. To finance farm activities, farm agents talike on long-term and/or short-term credit.
Liquid assets not used on the farm can bear intexeshe bank. Simultaneously to the
production, farms select out of a set of investméptraatives. For investments, scale effects
are considered. Furthermore we assume investmersttoobe sunk. A farm exits either if its
equity capital is zero, the farm is illiquid, orapportunity costs of farm-owned production
factors are not covered.

Interactions between farms are defined via marketsfdotor inputs and products. For
products, capital and labour, prices are determieén exogenous price function. The land
market, which has a central position in the modeinégleled as an auction where the farms
directly compete for free land plots.

To get an idea about what drives the simulationltgswe give a brief overview about some
main assumptions. A detailed description can bedonrSAHRBACHER et al. 2007.

Generation chang&/e assume that individual farms are handed ovendmext generation
every 25 years. If a farm is handed over to the gereration, the opportunity costs for the
successor’s labour force are assumed to be 25 %migghthis way, a potential successor's
choice to work off farm or on the farm is reflectdfli.the successor decides to stay in
agriculture, then opportunity costs are set badkédevel anterior to the generation change.

Opportunity costs of farm family labouWe assume that it is mostly the younger better
educated farm family members who are able to workasfirf Considering that one farming
generation is 25 years, opportunity costs of ofdem-family members are at 50% of the
original level (10-20 years after taking over tlaenf) or zero (20-25 years after taking over
the farm), respectively, reflecting their (in)abilib find off-farm jobs.
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Land rental contracts-and rental contracts run for a fixed period ohdi which we set
between 5 and 18 years. Whenever a rental coritnaninates, the land is released to the land
market and free for rent by other farms.

Heterogeneity of farmd:ike in reality, farms are differentiated in theythat their managers
possess different managerial abilities which causerences in economic performance.
Thus, we assume 10 % variation of production costaeen farms.

Output pricesFarms are assumed to be price takers. For decgugtenarios SAP2009 and
BOND2009 we consider output price changes. Thesdaken from simulations with ESIM
for the corresponding scenarios (se®#iAUSEN and BaNSE 2007). Accordingly the price
increase for beef in the SAP2009 scenario is 5rthé scenario BOND2009 prices for beef
increase by 9 % and those for rape seed by 3 %.

PR

4 DATA

The ex post analysis is based on various stafigl&i@ sources for whole Czech Republic,
namely AgroCenzus 2000, Structural survey 2003 d@ab2Additionally, data about sown
areas, livestock numbers and gross production predeby Czech Statistical Office along
with data from “The Economic Account for Agricultur@ere used. Whereas, the ex ante
analysis is based on simulations of the developrokttte case study region Vy8oa. The
agricultural structure of Vysina in 2001 is thereby virtually represented by ghéing
selected individual farms to cover regional charésties, like number of farms with a
specific specialisation, number of farms in differesite classes, number of animals in
different size classes etc. Therefore individuaht are derived from FADN data. Then,
production structure and behaviour of the seletdens is represented with a mixed integer
programming model, as described in section 3.

As the FADN sample for Vysiina only includes few farms smaller than 10 ha, wedoot
consider them in the virtual region. Thus, from 3 4drms bigger than 1 ha we consider only
1,872 in the virtual region. The utilized agriculiliarea is respectively reduced from 393,726
to 385,713 ha. A detailed description about theugirrepresentation of a region can be found
in KELLERMANN et al. 2007. Further information about the inputadatin be found in
SAHRBACHER et al. 2005. BLINEK et al. 2007 includes a section with further sirtiala
results. The latter two publications contain also a dethiflescription of the region.

$zamozas
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5 PoLicy SCENARIOS

For the analysis with AgriPoliS, we implemented fdifferent policy scenarios for which we
simulated the structural changes from 2001 to 201&il 2004 we consider the policy
applied before the EU-accession. In 2004, we impléeakim three of these four scenarios the
accession policy, whereas in the fourth scenahi®,RRE-ACCESSION policy is continued.
This allows us to analyse the effects of accessibe. second scenario called ACCESSION
reflects the actual implemented policy with SAPS eodpled top-ups and continues also till
2013. In the third (SAP2009) and fourth (BOND20@8gnario payments are decoupled in
different ways in 2009. In the following, the arnsdygl scenarios are described in more details.

PRE-ACCESSIONAs the payments before accession differ slighth2@®2 and 2003, we
calculated the average of both years. The paymerdarfble land is only paid if farms set
aside at least 5 % of their arable land. For seleatrmers receive in average in the years

4 The model specification, calibration and datdemion as well as further analysis have been dvitten the

EU-project IDEMA.
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before accession 179 Euro/ha. However, they camsde maximum 10 % of their arable
land. For grassland we take into account the patsmiem less favourite areas (LFA). For
dairy cows farmers received a compensatory paymenniix quota which amounts in the
years before accession in average for 24 Euro giey dow. Thereby, we assumed an annual
milk yield of 6,175 kg per year.

Table 1: Pre-accession payments (average couplegemiums of 2002 and 2003)
Production activity: @ — Premium (€/ha)

Arable land 10

Set-aside 179

Grassland LFA 65

Dairy cows 24

Note: The payment for dairy cows is the compenggdayment for milk quota in 2002 3.24 Cent/l and i
2003 4.4 Cent/l.
Source: MA 2001-2004 and own calculations.

ACCESSION:In 2004 the pre-accession policy is replaced bySAPS and coupled top-ups
for ruminants, COPs, flax, hop and starch potatogdditionally, a coupled agri-
environmental payment of 110 Euro/ha for grasslardtroduced. In the SAPS, a unique per
hectare payment for all utilized agricultural arealistributed, whereas land has to be kept in
good agricultural and environmental condition (GAEC)

Table 2: Payments in the scenario ACCESSION

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012132
SAPS €/ha 57 70 85 98 122 146 171 195 220 244
Top-ups (EA) €ha 46 80 82 80 8 80 73 49 24 0
Ruminants €/LU 69 69 91 91 91 65 37 24 13 0

Agri-env. payment €/ha 110 110 110 110 110 110 11p10 110 110

Note: EA = eligible area of COP, flax, hop andctapotatoes.

Source: payments for 2004 to 2006 are fro@AVR005, BIRKA ZAKONU (2006), SAPS payments after 2006
are calculated based on the phasing in rates, gepfar arable land and ruminants are kept on the
same level than in 2006 till they have to be redugéhen they reach in our simulations together with
the SAPS payments the target level of 2013. Thengays are based on model calculations and can
differ from the real development.

SAPS payments are phased in stepwise, what cardmeiis Table 2. They start in 2004 at

25 % of their final level in 2013. In the followingears, they increase to 30, 35, 40, 50, 60,
70, 80 and 90 % of the full 2013 amount. After 20@®-ups are reduced, because the total
payment consisting of SAPS payments and top-up#$ risgctarget level of payments granted

in 2013. Hence, this scenario ends in 2013 autoaibtim a decoupled single area payment
(SAP).

SAP2009: Until 2008 the ACCESSION policy is applied. In 200@®p-ups and SAPS
payments are transfered into one SAP for arablegaassland. There is no further increase in
the SAP, because SAPS and top-ups reach in ourationg already before decoupling in
2009 the target level of 2013. This scenario ledsn abrupt reallocation of payments
among farmers. This reallocation appears also in ARKCESSION scenario, however
smoother, because of the stepwise reduction obgeps until 2013. The agri-environmental
payment for grassland remains coupled.



Table 3:

Payments in the scenario SAP2009

Unit 2004 2005 2006 2007 2008 2009 2010 2011 2012132
SAPS, SAP €ha 57 70 85 98 122 244 244 244 244 244
Top-ups (EA) €/ha 46 80 82 80 80 0 0 0 0 0
Ruminants €/LU 69 69 91 91 91 0 0 0 0 0
Agri-env. payment €/ha 110 110 110 110 110 110 11010 110 110

Source:
reached in 2013.

see Table 3, the SAP introduced in 2008qisal to the level of SAPS payments that should be

BOND2009: In 2009 all payments are fully decoupled. SAPS payt® and top-ups are

completely decoupled from land and production and pa a personalised payment to the
farm operator. We do not impose any restriction @nube of the payments (cross compliance
is not required). Hence, farmers can take the payamhteave agriculture altogether. This is
an extreme scenario, but it gives an idea of whatdchappen if payments are decoupled
from land. 2008 was used as a reference period frbiohwpayments have been calculated.
Again, the agri-environmental payment will not beagpled as shown in Table 4.

Table 4: Payments in the scenario BOND2009

Unit 2004 2005 2006 2007 2008 2009 2010 2011 201@132
SAPS €/ha 57 70 85 98 122 BonBond Bond Bond Bond
Top-ups (EA) €/ha 46 80 82 80 80 BonHond Bond Bond Bond
Ruminants €/LU 69 69 91 91 91 BondBond Bond Bond Bond
Agri-env. payment €/ha 110 110 110 110 110 110 11p10 110 110
Source: see Table 3.

6 RESULTS

=
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As already mentioned, we conduct in this paper apost and ex ante analysis. In the ex ante
analysis, we focus on the impacts of accessiontmtaral change and farm income. The

focus of the ex ante analysis of the decouplinga$f is also put on these issues and
additionally on the allocation of payments.

6.1 Ex post analysis

Formazott: Felsorolas és
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Structural change: Current Czech agriculture is still affected bynstrmation which
created a dual farm structure. In 2006, 4 % of dngdst farms out of 44 thousand farms
utilized nearly 75 % of the total agricultural lan@®n the other hand, the share of farms with
less than 10 ha amounts to 66 %, but they only #%e02 the total agricultural land. Even if
we consider the dualistic farm structure and obs#reedevelopment of corporate (CF) and
individual farms (IF) separately like in Figure 1, @) significant impact of accession can
hardly be observed. Between 2000 and 2006 the nuaoil{g-) has annually decreased by 1.7
% (see Figure 1 &) Some IF have been converted to limited liabilitynpanies (LTD) with
their growth, whereas others quitted the sectorth&t same time, the share of agricultural
land utilized by IF has annually increased by 1.2I%us the average size of IF has increased
from 39 ha in 2000 up to 46 ha in 2006. Accessiorth®® EU caused no change in the
decrease in the number of IF. In contrast to IE,itbmber of CF has remained stable. From

5

From 2004 to 2005 the number of farms decreagel %, because the Czech government introduced the

minimum tax base for non-corporate enterprises aning individuals had to pay a minimum tax threghol
regardless if they operated at a profit or loss.



2003 to 2004 it has even increased a bit, becalisar€ undergoing a restructuring process.
They are split into smaller units and are convertimgr legal form from cooperatives into
business companies — joint stock companies (JSCJBf (Doucha & Divila, 2001).

Figure 1: a) Relative change in number of IF and Crand
b) Development of subsidies, farm income, outputnal factor prices
a) b)
10% 300%
——NFI_bW/AWU
275% 4 —a— Subsidies forfarms

5% n —o— Output prices
/\ 250% - —o— Input prices
—o—Land rent
0% | | — 225% 1 —a— Wages /
200% A
-5% 1 175% | //>éﬂ
150% : ‘ i

-10%

125% -
100%

o5

-15%

—e— Numbers of IF 75%

—=a— Numbers of CF
-20% 50% T T . . .
2000 2003 2004 2005 2006 2000 2001 2002 2003 2004 2005 2006

Source: a) CZSU (2007).
b) MoA 2000-2006.

Changes in income situationFigure 1 b) shows beside other indicators the ldpweent of

net farm income per AWU(NFI/AWU) and the development of subsidies betw2@d0 and
2006. It seems that the development of NFI/AWU isrelated with the development of
subsidies. One can observe that subsidies incrdns8d % with accession to EU in 2004. In
2004, the NFI/AWU is followed this development. Hower, there was a cut in 2005.
Subsidies increased again by 38 %, whereas theAMRY declined. This decline can be
explained by the decline in output prices. Furtheemone can observe that the NFI/AWU
followed the increase in output prices in 2006. ®hat happened to the increasing subsidies?
One can see that they are partially transferedh¢ontages for hired labour, land and other
input factors. Costs for these factors constamitydased. Thus, one can conclude that the
accession to EU had a positive effect on farm incorkwever, these simple comparison
show that subsidies are rather quick capitalizeathrer production factors like land and
current assets. It is questionable, whether oygpages are shrinking because of subsidies or if
their decline only depends on changes in demandapply. But the increase in input prices
does not completely explain the big gap betweenWAWWU and subsidies. It could also be
possible that subsidies are used to pay back loarte finance investments. The latter is
particularly relevant with respect to the requiremmeonsisting in fulfilling the agri-
environmental regulations (GAEC) which came into éoafter the accession.

Changes in production structure: The structure of the cultivated area has beenugthd
adjusting to the demand on the one hand and respptwithe policy incentives on the other.
It can be seen in Figure 2 that total utilized &dénd has constantly decreased. Partially, the

The main driving forces behind this process arthé obligation of cooperatives, since 1999, tmeao
an agreement about the transformation shares efmenbers (to avoid the settlement), and ii) findigter
condition for the concentration of economic poweo ifewer managerial hands.

7 AWU = Annual Working Unit, is equal to 2,000 warg hours



decrease stopped in 2004. It can contributed tofdbiethat in 2004, contrary to the years
following, top-ups on arable land were provided &tirarable crops. Furthermore, it can be
observed that sown areas of grain, leguminous gretsaed (all granted with top-ups) either
increase or stop to decre&s€onsequently, while since 2000 the share of ter@a arable
land was some 52 % it has gone up to more than 8020807. Sown area of potatoes, sugar
beet, fodder crops on arable land and vegetablaly @igible for SAPS) are on decline.
Additionally, sugar beet production has been affédby the closing down of three sugar
refineries which kept around 25 % of sugar quotatahly, the set-aside area has dropped
from the initial 71 ths. ha in 2000 to some 30 tlesirh2007. Total arable land is declining, as
it is converted into grassland or even non-agngaltland

Figure 2: Development of selected commodities (sovemeas, %)

130%
120%
110% -
100%
90% -+
80% -+
70%
60% -
50% -

40% - P t
30% 1 _e—Grain total —8— Leguminous
20% -H Rape seed Potatoes
10% Sugar beat —¥— Fodder crops on arable
0 T|—e— Vegetables ==o=Total utilized arable land
O% T T T T T T
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Source: CZSO (2007)

The decline in livestock production has been evmmnger than that in crop production. Since
2003 animal categories that are not supported - grgispoultry dropped by 16 % and 9 %,
respectively. Ruminants, supported by top-ups, dEmbrmixed development. Number of
dairy cows are continuously declining. Contraryyoer of sucker cows and sheep have
grown up (the former by 20 %, the later by 64 %fr2003 to 2007, CZSO (2007).
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6.2 _Ex ante analysis szmozés

Structural change: In the previous section, we described the histbdevelopment of farm
structures in the reform period until recently at&l gonsequences including tremendous
changes. With the past development in mind, we washbw in this section a projection for
Vysogina under the above described policy scenarios.oUbiedly, structural dynamics
develop at a different intensity according to thealgzed policy options (see Figure 3).
Obviously there is no difference in the developmanthe number of farms in the first three
periods since the policy is the same for all scesaduring this time. In 2004 accession takes

8 In the case of grains, intervention purchases pl®vided a long-term safety net and stabilisedketa

substantially.



place and in comparison with the continuation & BPRE-ACCESSION scenario, one can
observe a slow down of structural change due tdrtbiease of payments. Direct Payments
increase in the model from 2003 to 2004 from in aye/38 Euro/ha to 147 Euro/ha. Until the
end of the phasing of the SAPS payments in 2009 gney in average up to 266 Euro/ha.
Thus the structural change is much slower in thession scenarios, though the payments in
this PRE-ACCESSION scenario have been fully coupieall four scenarios the projections
show a relative decline in the number of farms whiga sharpest drop of 18 % till 2013 in the
PRE-ACCESSION scenario. The annual average dediaeound 1.5 %. A modest decline
in number of farms of annually 0.3 % was predictedthia scenarios ACCESSION and
SAP2009 That means decoupling would not lead to a diffesructural change. It seems
that the decoupling effects are overlaid by thersjrincrease in payments due to accession.
In the scenario BOND2009 one can observe a sligitbnger decline in the number of farms
(annual decrease by 0.5 %), because it is assunatdatid is no longer required to be
cultivated and farmers have the opportunity to éethe sector without their eligibility to get
payments being cut.

Figure 3: Relative change in number of farms
0% e e e T .
L L aqﬁ\ﬁ_ﬁ_ﬁ_ﬁ
K [1 3 PPPPPPPPPPSSPSSI PRI PPPPPPPPRPPSPPP PPy, SO PPPPPPPPPPPUPPEPPPPPIEPN
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Ny 3 PPPPPUSSPPPIPPYPPIPUSSPPRPEPPPDPEPPPEPPPPPPPPIPPPPPPURPPPPSPPSPPPPPPPPPPPRPPPPPPPR
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-100% : : : ‘ ‘
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Source: own calculations

Changes in income situation:In Figure 4 we show, as an indicator for the income
development of individual and corporate farms, therage profit per hectare minus labour
costs for family labour to ensure the comparabiliggween individual and corporate farms.
AgriPoliS results show that the income situatiortha study region tends to improve due to
accession to EU. However, there are differencethénincrease in income. If the PRE-
ACCESSION policy had been in place the projectedipdeclined at a constant rate, because
of the decline in livestock production. The strostgiacrease in income occurs immediately
after accession. Decoupling of top-ups towards & 8A2009 will not lead to big changes in
average income compared to the ACCESSION, becaestotal amount of subsidies does
not change. Yet, income declines in these two stnémom 2009, contrary to a constant
development in the scenario BOND2009. The reasahat payments reach their peak in
2009 and the process of capitalization continugkérscenarios ACCESSION and SAP2009.



Results of the scenario BOND2009 indicate thatlitiie between payments and land is cut
and the payments are no longer capitalized intodnigéntal prices.

Figure 4: Profit per ha of utilised agricultural land for individual (IF) and
corporate farms (CF)
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Source: own calculations

When we look at the profitability of individual arobrporate farms, we can observe several
differences. First, corporate farms achieve a higinefit per hectare than individual farms.
On the one hand this can be explained by the Fettthey realise economies of scale. The
average farm size of corporate farms is in AgriPai®001 1,055 ha, whereas the average
size of individual farms is 47 ha. On the other hdiestock density on corporate farms is
higher than on individual farms and thus they adahi@wnigher profit per hectare. However, in
PRE-ACCESSION, the difference in income between viddal and corporate farms
diminishes with the decline in livestock productiand the increasing size of individual
farms.

Second, after 2009, profits of individual farms slo®t decline at the same rate than profits of
corporate farms in the scenarios ACCESSION and SA®28s already mentioned, profits
decline due to capitalization of payments. For ocaife farms this effect is much stronger,
because they own in average only 1 % of the laayg tultivate. Individual farms can keep a
bigger share of the payments, because they ownerage in 2001 31 % of the land which
they cultivate. However this share declines till2@o 25 %.

Beside the effects on the average income, one eghaages in incomes among farmers due
to decoupling of payments in 2009. Till 2009 in ’KECESSION scenario, the level of top-
ups is more or less constant (see Table 2). Aft@®2they are reduced to the same extent
than SAPS payments increase. Thus, there is a isepedistribution of top-ups. Mainly top-
ups for ruminants move to grassland and arablewdrich did not received top-ups before. In
the scenario SAP2009, this redistribution takesela one step in 2009 (see Table 3).
Contrary to this there is no redistribution of paynmts in the BOND2009 scenario. After

® This is due to the fact that farms can increhseetacreage only in the model only by renting land



decoupling towards a bond scheme farms receive the aaount of payments than in 2008,
independent if they produce anything or quit adtise. In Table 5 we show the average
payments per hectare for different farm types. Téustribution of payments is difficult to
grasp, because the total amount of payments inaéaselast step from 2008 to 2009. Thus
one can observe in the ACCESSION scenario an iseref24 Euro/ha for pig and poultry
farms and of 12 Euro/ha of field crop farms. Bothnfdypes gain due to the increase of the
SAPS payments from 122 to 146 Euro/ha, whereadaaips for COPs stay constant at
80 Euro/ha. In 2010 there is a further strong iaseein the payments for pig and poultry and
field crop farms. After 2010 the payments for thi&sen types stay more or less constant. At
the same time we can observe a reduction of the pagnf@ mixed farms with ruminants by
4 Euro per hectare. These payments are going doedend where no COPs were cultivated
and thus the farmers did not received the top-upgs2013 all top-ups for ruminants are
redistributed to the land. Thus payments per hedtarenixed farms are further declining,
however very smoothly. In total, mixed farms wouldde@nly 6 Euro/ha. The redistribution
of payments would be almost the same, if top-ups evdid decoupled towards a SAP.
However it would happen in one year.

Table 5: Payments per hectare by different farm typs (in Euro/ha)

ACCESSION SAP2009 BOND2009

year  pig/poultryfield cropmixedpig/poultryfield cropmixed pig/poultry field crop mixed

2008 198 237 272 198 237 272 198 237 272
2009 222 249 277 244 255 269 203 217 280
2010 240 259 273 244 259 269 203 224 281
2011 242 259 272 244 259 269 203 223 281
2012 243 259 273 244 260 270 203 230 283
2013 244 259 271 244 259 270 203 229 284

Source: own calculations

In the scenario BOND2009 payments are decoupleditilkee single farm payment scheme,

except they are also decoupled from land managingaM¢econsidered the final increase of
total payments from 2008 to 2009, which is 2.4 %eaadtof 10 % by which SAPS payments

increase. This is because in 2009, SAPS paymentopagbs reach together the total amount
of payments granted in 2013 and top-ups for rumiarg already reduced (see Table 2). In
Table 5, the increase in payments is visible fgr gmd poultry and mixed farms. Whereas,
payments for field crop farms decreases in averbgeause in the BOND2009 scenario,

farms which receive the highest payments/ha leavedtior and their payments with them.

The low rate of payment redistribution in the sces®ACCESSION and SAP2009 among
farmers might be surprising. However it can easilekglained by the fact that payments for
ruminants are transfered to arable land where nosC&®® produced, and to grassland. As
grassland is mainly owned by mixed farms, which kegmimants, there is only a
redistribution within the farms and less paymentsgmiag to other farm types. However, a
single farm payment, which is here represented bystienario BOND2009 would lead to a
more unequal distribution of payments among farms. Samhunequal distribution of
payments might be put into question, because theirements to receive the payments are
the same for all farms after decoupling. They hav&etep the land in GAEC and it is no
longer necessary to keep ruminants.
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The goal of this paper was to show in an ex poatyais exemplary in the case of Czech
Republic the impacts of accession on structural ghamcome development and changes in
production structure. Furthermore, we conducted amrge analysis with the agent-based
model AgriPoliS on how the upcoming decoupling of-tggs would affect structural change,

farm income and the allocation of payments. In thialysis decoupling takes place in 2009.
Nevertheless, that actually decoupling is planmeloet postponed until 2011, this analysis can
give us more insight in future changes.

The ex post analysis showed that the developmenarimber of farms in EU-12 countries is

influenced by different factors. Thus, and becanfsthe short time period since accession, it
was not possible to identify impacts of the accessio the development in the number of
farms based on empirical data. However, model resaltéirm the expectation that strongly

increasing subsidies slow down structural chandes Tvould be in contradiction to the

empirical findings, but we do not know how the depehent would have been in the reality
in the case of a non accession. And furthermoreaweod consider all factors which influence

structural change in reality.

Concerning the income development, we can approzertbdel results with the empirical
findings about the changes due to accession. Balysis showed that the accession leads to
an increase in agricultural income. Thus one canmagghat the results of the ex ante analysis
are reliable and impacts of further decoupling migitestimated in the right way. Even fif,
the model results are based on only one region lemdi¢velopment of the payments might
slightly differ in reality.

Thus we can conclude that in contrast to EU-15 t@s) decoupling does not affect
structural change in EU-12 countries strongly, bseait is overlaid by accession effects. In
EU-12 countries, the strong increase in paymendstlaa relatively low share of coupled top-
ups buffers possible changes in the developmeihiimimber of farms.

As the total level of payments in EU-12 countrie mot change due to decoupling, the more
interesting question is how will be the allocatioh payments among farmers change
depending on the way of decoupling. Here, the sitimla show that the continuation of the
accession policy would lead anyway to a decouplgity in 2013, which does not differ
from decoupling to a SAP in 2009. Furthermore, tredlocation of payments among farmers
is negligible in these two scenarios. The main diffiee between these two scenarios is how
fast it will be done. In contrast to this, the smém BOND2009 can show exemplarily the
effects of farm specific decoupling. There the dhsition of payments among farmers might
be more unequal, because farmers receive their pagroa the historical production and not
based on the value they produce for the communitgy Mould receive more payments by
fulfilling the same requirements (keeping land inE2) than other farmers.
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