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Outline
1. Central and Eastern European agricultural 

production, trade, prices and support policies
before accession as key variables in 
understanding the accession process

2. Introduction to the EU integration

3. Negotiations and CAP reform

4. The impact of the EU Accession



Gross Agricultura Output at the beggining of 
transformation and closer to accession



Comparison of the Development of Agricultural Production in the 
CEECs and the EU-15 ,  (1989-91 = 100)



Share of agriculture in GDP and employment



1. Central and Eastern European agricultural 
price and trade policies before accession

Evolution of exports and imports

Changes in CEEC agricultural policies

Instruments and protection levels

International agreements: WTO, CEFTA



1 Agricultural and food exports of CEECs

Exports of agricultural products play a considerable 
economic role in all CEECs.
The share of agro-food exports in total exports had been 
declining over time, despite some increases in 2001
In 2000 agricultural exports ranged from 4% of total 
exports in the Czech Republic to 16% of total exports in 
Bulgaria.
Historically, the region has been a net exporter of 
agricultural and food products.
During the 1990s, with the dramatic fall in agricultural 
production, this trend has been reversed.



Share of agriculture and food exports in total 
exports
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Agricultural and food exports of CEECs

CEEC agricultural exports became mainly lower value 
added commodity products.

The most important exports include dairy products, 
pigmeat, grains, fruit and vegetables and wine. 

Exports to the EU started account for the majority share 
in most countries for most CEECs



Agriculture and food exports to the EU
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Agricultural and food imports of CEECs

Food imports have increased during the 1990s, driven 
by the rapid growth in consumer demand for higher 
value added foodstuffs. 
In recent years food imports diminished, and the overall 
agro-food trade deficit has narrowed. 
The share of agro-food imports in total imports has also 
declined, elbeit with greater variability
In 2000 imports of agriculture and food products ranged 
from about 4% of total imports in Hungary to almost 
13% of total imports in Latvia. 
For the region as a whole, the EU has become the main 
source of agricultural and food imports.



Share of agriculture and food imports in total 
imports
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Overall trade balance

Trade of  CEECs with EU has gradually increased and 
in late 90s, with banaces generall in the EU’s favour 

Bulgaria and Hungary remained the only net 
agro-food exporters
On the contrary, trade in agro-food products with 
Russia fell sharply in the early 1990s after the collapse 
of the CMEA;

This decline accelerated again in 1998 following the 
financial crisis in Russia.

Bilateral and inter-CEEC trade remains a constant 
feature



CEC net agrofood trade (balance of trade)

DG AGRI, 1998



Agriculture and food balance trade in 1995
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Agriculture and food balance trade in 2001 
(mln USD)

0

500

1000

1500

2000

2500

3000

3500
Bu

lga
ria

Est
oni

a

La
tvia

Lit
hu

ani
a

Ro
ma

nia

Cz
ech

 Re
p.

Hu
nga

ry

Po
lan

d

Exports
Imports



Phases of agricultural price and trade policies:

Phase 1: prices and trade liberalized and subsidies 
abolished (beggining of 90s);

Phase 2: price and trade interventions are reintroduced 
(ad hoc) in reaction to income effects of liberalization and 
general reforms (1992 on);

Phase 3: comprehensive agricultural policies for long 
term intervention in agriculture are implemented and 
gradual liberalization again (1995 on).  



Agricultural output price/input price ratio changes in 
CEECs 
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Exchange rate development

OECD, 2003



Phase 1: prices and trade liberalization

Prices and trade liberalized and subsidies 
abolished:

Domestic :
Consumer prices increased significantly, 
Real incomes declined, and demand fell.  

Foreign market access shrank 
Traditional export markets in FSU decreased sharply due to a lack of hard 
currency and 
West remained closed.  

Farm input prices increased strongly;

New demands for government support.



Phase 2: new price and trade interventions

Introduction and implementation of an array of "ad hoc" 
support policies, usually on a commodity by 
commodity basis.

to protect consumers and producers against effects of 
liberalization and reforms;
governments were not experienced in implementing policies 
in the emerging market economy;
unanticipated policy effects;
more ad hoc regulations, adding to uncertainty of reforms.

These policies were often accompanied by export and 
import restrictions in many of the CEECs. 



Phase 3: comprehensive policies for long 
term intervention.  

Began in the late 1990s;
Some CEECs: policy instruments similar to 
those used in the European Union. 
‘CAP-style’ agricultural policy include:

guaranteed prices, 
production quotas, 
export subsidies, 
(variable) import levies.



Agricultural price and trade policies –
instrument choice
Market and price support:

Import tariffs and tariff rate quotas
Minimum guaranteed prices 
Export subsidies
Retaliatory duties
Intervention purchases 

Domestic support:
Direct payments: area payments for LFAs
Wage subsidies for promotion of agricultural employment
Fuel tax subsidies
Various production subsidies

Credit programs:
Interest rate subsidies
Capital investment grants
Interest relief for land purchases



CEEC Agricultural Policy Instrument 
Choice 1989-1996

• After broad liberalization, the main instrument 
remaining was import tariffs;

• Gradually a series of non-tariff interventions 
(re)emerged and agricultural protection increased 
following declining terms of trade;

• In Bulgaria and Romania, export restraints on many 
food commodities, especially cereals, became nearly 
permanent -- until liberalization in late 1990s;



CEEC Agricultural Policy Instrument 
Choice 1989-1996

• In Hungary, Czech and Slovak Rep., Poland, and 
Slovenia, non-tariff interventions evolved into a market 
organization for long run interventions in agriculture;

• Production controls have been installed (after price 
support): 
• milk: Hungary and Slovak Republic 
• sugar: Poland.

• Credit subsidies increasingly important.
• Policy instruments became increasingly distortive and 

interventionist
• GATT-URA : tariffication of variable import levies and 

some other non-tariff barriers.



Recent Developments in Instrument Choice 

Since 1996, the policy regimes of many CEECs have 
significantly changed.  
Market price support is becoming less important.
Budgetary support to direct aid measures has increased. 
Direct payments, usually in the form of area or headage
payments, are quite often targeted to less favored areas 
(LFAs) such as in Slovenia, Slovak Republic, and 
Hungary. 
Increased input subsidies (fuel tax reimbursements, 
wage subsidies, capital investment, and input 
subsidies). 



Recent Developments in Instrument Choice

Nearly all CEECs: credit subsidies and loan guarantee 
programs.
Bulgaria and Romania have liberalized their agricultural 
regimes after other countries
Export subsidies still play a prominent role in the policy 
regime of Hungary and to a lesser extent in the Czech 
and Slovak Republics and Slovenia.
Poland, Slovenia and, remarkably, Estonia intend to 
reform their agricultural policies to align with the CAP, 
as a preparatory step for EU membership.



Agricultural price and trade policies –
instrument choice

There are still differences among CEECs in relation to 
instruments of support. 
Most of CEECs use market price support (high tariffs) 
as a main instrument of support and much less other 
CAP-like means, especially direct payments. 
Direct payments play significant role in agricultural 
support in Lithuania, Latvia and in Slovakia. 
Direct payments are not used in Estonia and in Poland. 
In CEECs are still used instruments of agricultural 
support which are not in use in the EU, especially 
subsidized credit.



Effects on Agricultural Support

Three phases:
high support under Communism (until 1989)

reduced support with liberalization (1990-mid 
1994)

increased support with new interventions 
(since 1995)



Estimate of Support to Agriculture (PSE) in 
candidate countries 

3135303838OECD-24
3539354443EU-15
2420121645Romania
1125112650Slovakia
1019231511Poland
11165-3777Lithuania
16223-4080Latvia
292392016Hungary
1377-3275Estonia
1724132857Czech Republic

20011999199619931986-1990Country

Source: OECD



PSE by CEEC countries



Dynamics of PSE in candidate countries



Support policies in agriculture
Phase 1

The support for agriculture in 1980s was very high for
all countries, expect of Hungary and Poland, (in Russia 
readhed even 98%).

Phase 2
Support fell sharply in all countries because of:

dramatic fall in budgetary support, the lowering of 
border protection and the implementation of tight 
macroeconomic policies. 

Phase 3
Since 1994/95 support has risen steadily especially in the 

four Visegrad countries (Czech Repu, Hungary, Poland, 
Slovenia)



Support policies in agriculture
Of the ten CEECs, Slovenia has consistently had the 
highest PSE estimate over the period, while Bulgaria has 
had the lowest, reflecting the taxing effect of domestic 
policies on agriculture. 

With the exception of Slovenia, support levels have 
consistently been well below the EU and OECD levels, 
which were estimated at 38% and 34% respectively for 
2000. 

Any rise in the level of support to agricultural producers 
in the CEECs is limited by the implementation of 
stringent macroeconomic policies and budgetary 
constraints.



Changes in the level, variation and composition of 
support by country

Source: OECD 2003
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Support policies in agriculture

In late 90s growing convergence of the level of 
agricultural support.

PSE results vary substantially (both in the OECD and 
CEECs) not only across countries but also by 
commodity.

Sugar and poultry, for example, receive relatively high 
support in Latvia, Lithuania and Russia.



Sugar PSEs in 1987 - 1998
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Sugar and total PSEs in 1998
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CEEC commodity PSE
average 1992-1996
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Factors influencing CEEC agricultural policy:
Pre-EU Accession Strategy
International Agreements : WTO, CEFTA

Following the breakdown of the Council for Mutual 
Economic Assistance (CMEA) trading system at the end of 
the 1980s, all CEECs endeavored to establish new trading 
links.
The ten CEECs are now full-fledged members of the WTO
and are subject to the provisions of the Uruguay Round 
Agreement on Agriculture relating to market access, export 
competition and domestic support provisions. 
Of the ten CEECs, only Romania has developing country 
status in the WTO.



CEC-EU tariff protection selected products (ad
valorem equivalents)

Source: Summary country reports, 1998



Regional trade agreements

The Central European Free Trade Agreement 
(CEFTA), established in 1994 by the Czech Republic, 
Hungary, Poland and Slovakia, now includes most 
CEECs.

The Baltic Agriculture Free Trade Agreement 
(BAFTA) came into force in 1997 and allows free trade 
in agricultural products between the three Baltic 
countries. 

Overall, the CEFTA and BAFTA have had a limited 
effect on trade in agricultural and food products 
between countries in the region.



Regional trade agreements
CEFTA

impact was limited
many key commodities exempted
1998-1999 trade conflicts further weakened CEFTA  
special clauses invoked for increasing protection
further liberalization discussions suspended

Bilaterally, the Association Agreements between each 
CEEC and the European Union are more important and 
have contributed to the European Union becoming the 
CEECs' largest trading partner in agricultural and food 
products.



Activities: part I

What do you know about the latest EU
enlargement?
Which was the largerst New Member State?
Was it benefitial for the EU?
Was it beneficial for New Member States?
In which sense?
What were the wories before the process?
Was agriculture an imporant issue in the 
negotiations?



2. Introduction to the EU integration

Heterogeneity of the candidate countries
Experiences from the associations and pre-
accession periods
Enlargement and the choice of agricultural support
The Community budget constraints and eastward 
enlargement
Eastward enlargement



EU enlargement - introduction

The largest single enlargement group in the EU history. 

A very heterogeneous group and with relatively large 
rural and agricultural sectors.

Need for significant changes in policies and 
institutional structures of the EU.

It is especially true in relation to the CAP and rural 
policy. 



The role of European integration

Dual systemic transformation (to the market economy 
and the EU system)

Association – Pre-accession – Accession

Enlargement as a mobilization factor

Pre-accession programs and funds: ISPA, PHARE, 
SAPARD

The results for accession negotiations



Heterogeneity of the candidate countries 

The most important differences: 
1. The level of economic development (GDP per capita);
2. The performance of the economy during the transition period;
3. Progress in the systemic changes in the economy;
4. The role of agriculture in the overall economy;
5. The structure of agrarian sector before transformation and at 

the end of the 1990s;
6. The degree of „market orientation: among farmers, or 

commercialization of farm production;
7. Competitiveness of agriculture in comparison with the EU;
8. The role of agriculture in the rural economy and society.



Per capita income (ECU PPP, 1996)



Main economic indicators in pre-accession
period



Importance of agriculture in CEEC vs UE-15



Accession of new members will change EU size:

• Population: from 372.7 million to 477.9 million (by 
28.2%)

• Area: from 3.1 million square kilometers to 4.2 million 
square kilometers (by 35.5%)

• Agricultural area: from 135.3 million hectares to 195.5 
million hectares (by 44.5%)

• Agricultural employment: from 7.5 million to 17.8 
million (by 137.3%)



Producer prices selected crop products CEC-
EU 1997 – price gap



Producer prices selected animal products CEC-
EU 1997 – price gap



Important questions:

1) Are the goals and interests of the candidate countries 
in relation to CAP identical or at least similar?

2) Do the outcomes of  transformation period 
differentiate significantly the interests of particular 
groups of farmers in CEECs towards future system of 
CAP?

3) What kind of changes in the CAP would be desired, 
taking into account special conditions existing in 
agriculture and in rural areas in CEECs?



Important questions:

4) How serious and in what issues the interests and 
expectations of present members and candidate 
countries in relation to the future CAP are divergent? 

5) What are the main experiences from the association 
and pre-accession periods, which should be utilized in 
forming rural policy for enlarged EU?



Negotiations of CEECs with the EU



Negotiations about accession (1999-2002)

Establishing general requirements and conditions for 
accession.
The framework for “entry conditions” for new members 
are accepted.
The concept of future enlarged Community, mutual 
concessions and transition periods are discussed, and 
accepted.
Negotiation phase absorbs relatively small number of 
specialists and narrow circles of engaged societies; it is 
mainly political and technocratic stage of enlargement.



General results of negotiations:

Key issues in EU enlargement negotiations:
Transition period for CEEC agriculture
The future of direct (compensation) payments.

Agricultural policy measures offered to the new members:
A direct-payment aid for agricultural producers (starting from 
25% of the present EU level combined with a 10-year 
phasing-in period);
More emphasis on rural development in the allocation of 
financial resources from the EAGGF (over 50% was allocated 
to the second pillar);



General results of negotiations

Agricultural policy measures offered to the new 
members (cont.):

Additional agricultural and rural support measures 
(support for semi-subsistence farms undergoing 
restructuring, support for establishing producer 
groups, support for advisory and extension service);
New members can continue agricultural and rural 
support using the measures selected earlier for the 
SAPARD program;
Access to the LEADER+ program for new members 
is very limited due to the short programming period.



Assesment of the agricultural reforms by EBRD

EBRD, 2002



Pre-acession period and EU aid in order to...



Pre-accession period (2000-2004)

Preparation for accession in CEEC:
Adaptation of acquis communautaire
Pre-accession funds and pre-accession programs
Institutional changes

The most intensive period of building formal 
institutions necessary for accession and integration.
Pre-accession funds are available for candidate 
countries during this period. They are approximately 
four times higher than previous EU aid to these 
countries.



Pre-accession period (2000-2004)

Constructing “absorption capacity” necessary for future 
utilization of the Community funds. 
It is an important learning process and accumulation of 
skills useful  for functioning in the EU structures.

Projects covered by pre-accession programs contribute to 
diffusion of “know-how” and transmit  information about 
many aspects of the EU economy and society to individuals 
and organizations.

Pre-accession program should contribute to 
strengthening of market economy and civil society in 
CEECs.



Experiences from 10-years pre-accession periods

Many distances and disparities between 
candidate countries and present EU members; 
The most important one is related to institutional 
structures („institutional gap”). 

In the 90s, the CEECs entered „dual systemic 
transformation”: 

to the democratic system and market economy
to specific system of the EU.



SAPARD
Special Accession Programme for Agriculture and 

Rural Development

Assistance in the preparation of agriculture for full 
participation in the CAP and the internal market. 
A seven-year program, in the years 2000-2006.
The main source of funds for pre-accession assistance 
for agriculture and rural development in the ten 
applicant CEECs. 
The allocation of funds is based on several criteria 
including the size of the farming population and per 
capita income levels. 



SAPARD

A maximum annual amount of 520 million euros has 
been allocated to the ten applicant countries. 

More than two-thirds of the SAPARD funds: Poland, 
Romania and Bulgaria.

Implementation of pre-accession programs has been 
much less successful than expected:

Long delays in program implementation;
Relatively small amounts of available money spent;
Dissataisfaction among potential beneficiaries.



SAPARD – number of project approved

0

500

1000

1500

2000

2500

3000

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24

Number of months since the start

C
um

ul
at

iv
e 

nu
m

be
r o

f p
ro

je
ct

s a
pp

ro
ve

d

Estonia
Slovakia
Lithuania
Poland
Slovenia
Romania
Czech Rep.
Bulgaria
Hungary
Latvia

Source: EC Sapard Annual Report 2003



SAPARD in Poland - chosen measures:
Measure 1 – Improvement in processing and marketing of 
food and fishery products

Difficulties: financial situation in food processing industry, high 
costs of bank guarantee for credits, large number of obligatory 
supporting documents, etc.

Measure 2 – Investments in agriculture holdings
Difficulties: financial situation of agricultural holdings, lack of 
own funds, formal criteria like education level, etc.

Measure 3 – Development of rural infrastructure
Municipalities and local authorities have a broad experience 

Measure 4 – Diversification of economic activities in 
rural areas introduced only in mid 2002



What the agricultural reforms depend on?
Democracy and agricultural reform



What the agricultural reforms depend on?
Political coalitions and agricultural reform



Post-accession adjustments (2004 -)

Formal institutional structures, established 
during negotiation and pre-accession periods, are 
tested and put into action. 

Necessary corrections and additions to them are 
made.

Formal institutions are supplemented by 
informal institutions which support “real”
integration. 



Post-accession adjustments (2004-)

Availability of Community funds (structural, 
agricultural, cohesion etc.) helps to adjust economic and 
social structures to the new reality of enlarged 
Community. The structures become more compatible 
and efficient. 

Part of these adjustment  is “catching-up” process of 
new members to the higher level of development 
prevailing in the Community.

In this stage of mutual adjustment, accession is 
becoming a real integration.



Priorities linked to the future CAP
All CEECs have sufficient potential and are interested in 
increasing agricultural production;
Countries having large commercial farms and high 
concentration rate of land would be interested in 
continuation of traditional price- and income support 
CAP (I pillar);
Countries having large rural population and prevailing 
small-farm agriculture would be more interested in well 
balanced agricultural and rural policy (reallocation 
between I and II pillar of CAP);
Differentiation of interests in particular form of CAP or 
rural policy could be noticed also between groups of 
farmers or rural people.



Enlargement and the choice of agricultural 
support

Important questions:
Is Eastward enlargement an opportunity and 
incentive to reduce agricultural support in the 
EU, or is it mostly a factor pressing for change 
in the structure of support and in “repertoire” of 
instruments? 

Is it budget constrain a major obstacle in 
accepting new members before 2006 (including 
their rights to CAP instruments)? 



All agree that CAP needs changes, but from 
the point of view of CEECs...

„Eastward enlargement, which is the biggest 
enlargement of the Community since its 
beginning, is not the right moment for 
significant reduction of the EU support for 
agriculture” (Wilkin 2003, p. 144)”



3. CAP reform – forced also by accession 
pressure

Necessary adjustments on the EU side in relation 
to Eastern enlargement concentrate on CAP and 
structural policies.

The most important are as follows:
budget constraints related to enlargement,
WTO pressure for reducing the EU agricultural 
protectionism,
growing concerns on food safety and environmental 
aspects of agricultural activity,
new paradigms of rural development and rural policy.



Direct payments in CEECs

Why is it necessary to extend direct payments 
(gradually converted into TAA) for CEECs after 
accession?
Non-discrimination argument

Direct payments are more income-support device 
than compensatory instrument

Single-market and competitiveness argument
Exclusion from direct payments of CEECs would 
significantly reduce their competitive position on the 
single-market



Direct Payments in CEECs

Modernization argument
Most of the post-socialist farms are under-invested or 
mis-invested

CAP democratization and fairness argument
Agricultural policy less distortive and more 
accessible by small farmers

Total benefits from enlargement argument
Accession of CEECs without direct payments could 
result in negative net benefits from enlargement for 
some entering countries.







OECD, 2003



The Community budget constraints

Budget plan for 2000-2006;
Cost of CAP extension;
Additional costs of accession are connected with 
extension of structural programs to new 
members;
Capacity for absorbing the EU funds for 
agricultural and structural policies will develop 
gradually after accession.



Eastward enlargement and the EU rural policy
Most of economic and social problems which face 
agricultural population can not be solved   by the 
means of agricultural policies.
Rural unemployment in CEECs is one of the biggest 
and most complicated socio-economic problems. 
Rural development should play  important role in 
strengthening  civil society, which presently is poorly 
institutionalized in rural areas in CEECs. 
It would be very useful for rural development to 
implement in candidate countries LEADER-type 
programs.



Challenges ahead
Harmonization of regulations and agricultural policies with EU,
Necessary institutions for implementing and monitoring the rules 
and regulations,
Improvement of the overall performance of the agro-food sector:

Macroeconomic stability, 
Competitiveness on domestic and export markets,
Acceleration of agro-food restructuring and adjustment, 
Creation of sustainable off-farm employment, 
Improvement of general infrastructure,.
Improvement of market infrastructure and to modernize plant 
and equipment in the processing sector,
Consolidation of farm holdings
Further development of functioning land and land lease 
markets



ACTIVITIES - PART II

The impact of the EU Accession on agricultural prices –
CASE STUDY ON POLAND

What has happend after EU accession, on the 1st May 2004?
Besed on own paper: 

Zawalińska and Woźniak, 2004

The impact of the EU Accession on agricultural prices –
CASE STUDY ON POLAND

What has happend after EU accession, on the 1st May 2004?
Besed on own paper: 

Zawalińska and Woźniak, 2004

Questions for discussion:
1. How the agri-food domestic prices have changed on average:

(a) increased , (b) remained stable, (c) decreased

Questions for discussion:
1. How the agri-food domestic prices have changed on average:

(a) increased , (b) remained stable, (c) decreased

2. The change in prices was:
(a) gradual,  (b) sudden, (c ) mixed effect ?

3. Changes in prices have started:
(a) Yet before 1sth May, (b) on 1sth May, (c ) a month after 1st May

3. The agro-food trade balance:
(a) deteriorated, (b) remained stabel, (c ) improved

4. Rural electorate, which was very much against the EU accession, 
how feels now about integration?

2. The change in prices was:
(a) gradual,  (b) sudden, (c ) mixed effect ?

3. Changes in prices have started:
(a) Yet before 1sth May, (b) on 1sth May, (c ) a month after 1st May

3. The agro-food trade balance:
(a) deteriorated, (b) remained stabel, (c ) improved

4. Rural electorate, which was very much against the EU accession, 
how feels now about integration?



The highest growth in price dynamics around the 1st May



The highest drops in price dynamics around the 1st May



Dynamics of selected food items in 2004 
(Dec 2003=100)



Comparison of overall inflation, ‘EU caused’ 
inflation and ‘usual’ inflation April-August 2004



Relative price level in Poland compared to 
the EU (EU15=100)



Relative price level in Poland compared to 
the EU (EU15=100)



Relative agricultural commodity prices 
compared with the EU (EU15=100) 



Conclusions
The changes in food prices were more sudden and 
larger than expected before accession 
The changes were caused by so called ‘EU effects’ and 
they increased inflation dynamics in Poland quite
significantly (by 3 pp between March and July)
Of these effects the most important was the sharp rise in 
prices of several basic food items, cuased – in most 
cases – by arbitrage on the EU market
The sharpest increased was in case of : sugar, beef, 
pork, poultry and milk
The increase in prices was due to: international 
arbitrage, action of domestic processors and food 
traders, psychological pressure cuased by media (which 
triggered ‘hamster effect’ and ‘herd instinct’)
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Discussion – suggested topics

Has domestic policy reform gone far enough? 
Which factors could influence the growth of 
agricultural exports of CEECs?
Is SAPARD Program a success or a failure?
What is the influence of varying support policies 
on agricultural sector in CEECs?
What could be the possible expected benefits 
from accession for CEEC farmers?



Thank You

Thank You
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