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Abstract

The purpose of the paper is to anayse the impact of EU-acces-
sion on the Estonian food sector from the point of view of po-
tential changes in foreign trade. Estonia has followed radica
macroeconomic reforms in the 1990's and is well known by its
extremely libera trade policy including the complete absence of
tariffs and quantitative restrictions.

Therefore the accession to the EU means for Estonia radica
change in the trade policy regime. The most affected will be
trade with food products and eventually this will cause deep
changes in the Estonian agriculture. Estonia has to implement
EU common externa tariffs against third countries and on the
other hand EU food market will be opened to Estonian export-
ers. In addition Estonia has to implement against third countries
the whole system of non-tariff trade barriers required by EU
(export subsidies, tariff quotas, sanitary requirements and etc).
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In general the analysis presented in this paper tries to quantify
the effects of trade liberaisation from EU side and growing
protectionism against third countries on the Estonian trade with
food products. Due to a low prices and protection level at pre-
sent, many food prices are expected to rise. However, this rise
in prices and the consequent increase in production and export
depend on the competitiveness of in Estonian products on the
markets in the present EU member states.

Since January 2000 Estonia aready implemented limited tariffs
on food products against third countries. Implementation of
partid equilibrium analyses alowed to show that trade diver-
sion has taken place as a result of it % the import from third
countries has been partly driven out by the import from the
European Union and the countries Estonia has free trade agree-
ments with. In the case of some agricultura products it can be
supposed that the price increase in imports has aso influenced
Estonian producer and retail prices. In using of partia equilib-
rium modd the agricultura sector is disaggregated into the
dairy, meat and cereals markets. This alows incorporate into
the analysis the specific characteristics of different products.

JEL classification: F15, F19

Keywords: Economic integration, agricultural trade, economic
welfare
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Introduction

Since 1998 Estonia is negotiating about the joining with the
European Union (EU). This means that EU membership will
become one of the key factors in Estonian economy. Member-
ship of the EU requires among others aso the adoption of the
principles of the EU such as externa trade policy defined by the
EU as the Common Commercia Policy. Also Estonia has to
apply other trade-related policies such as competition policy,
Common Agricultura Policy, steel and cod policy. For Estonia,
as a small open economy, the changes in foreign trade situation
will have an important impact on the whole economy.

The am of this paper isto discuss and quantify the effect of ac-
cession to the EU and the accompanying implementation of im-
port-related measures on economic welfare in Estonia using the
datic partid equilibrium model. Trade in agriculturad and proc-
essed food products has been taken as an example as the share
of food products makes up in average over 30 percent in tota
consumer expenditure in Estonia. Section 2 gives some theo-
retica background. Next section explains the relevant features
of Estonia s integration with the EU. Section 4 discusses briefly
theoretical viewpoints and reviews some of the empirica stud-
ies which address the issues of static effects in EU integration
process. Section 5 outlines the methodology for the quantitative
analysis. Section 6 gives the characteristics of data used. Sec-
tion 7 discusses the results of the study. Section 8 concludes
and gives some policy implications.

1. Theoretical background

Although the EU goes far beyond a traditional customs union
(CU) when it comes to agriculture, the trade-related aspects of
Estonia’s integration can still be considered in the framework of
customs union theory. Since the pioneering work of Jacob Viner
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(1950), it has been commonly agreed upon among economists
that customs unions can be both welfare increasing and welfare
decreasing.

The principa impact of joining a CU would be to abolish al
tariffs on trade between the CU members and to replace the ex-
terna tariff of each of the countries with the common external
tariff of the CU. Also the abolishment of export subsidies can
be treated analogoudly with implementation of tariffs asit adters
the price of imports. The literature on internationa trade and
economic integration traditiondly distinguishes between two
kinds of effects of customs union, the so-caled static and dy-
namic gains'. The static efficiency gains are welfare gains that
exert themselves primarily through their influence on prices.
These price changes in turn lead to the creation and/or diversion
of trade. Both of these are expected to have an effect on alloca
tive efficiency (Molle and van Mourik, 1990). The impact of
regiona integration is expressed as the change in country’s wel-
fare (the changes in consumer surplus, producer surplus and
tariff revenue).

Trade creation refers to the replacement of relatively high-cost
domestic production with lower-cost imports from the partner
country when tariffs are reduced to zero within a CU (Nichalls,
1998). Previoudy employed resources in the given industry are
assumed to be re-employed in relaively competitive sectors
(so-called production effect). The consumers in home country
gain from the subgtitution of lower-cost for higher-cost goods, a

4 Baldwin and Venables (1995) and Baldwin et al. (1997) give a new
direction in the theory of economic integration, distinguishing be-
tween alocation and accumulation effects (which basically capture
static and dynamic effects) and adding location effects as a new
element.

® Dynamic effects of trade liberalisation do not exert their influence
through prices, but through the introduction of new products and im-
proved production methods, the diffusion of new technologies, in-
creased competition, economies of scale etc. (see e.g., Molle and van
Mourik, 1990).
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phenomenon called consumption effect (Robson, 1998). How-
ever, preferences granted to partner country may also result in
the displacement of relatively efficient non-partner production
by the less efficient partner production. This loss in efficiency
(and in tariff revenue) is called “trade diversion”. Hence, the net
effect of formation of CU on datic efficiency is ambiguous, de-
pending on the magnitudes of trade creation and trade diversion
effects. In general, the higher is the initia tariff level between
integrating countries and the lower is the common external tar-
iff, the more probable is the net increase in welfare.

Although the abolishment of EU export subsidies, concomitant
to the introduction of the CET, yidds in higher import prices,
this cannot be purely considered as the increase in inefficiency.
The question lays more on fair competition, as Estonia does not
subsidise its agricultura production and trade. Nevertheless, as
aresult, the consumers will be faced with higher prices.

The analyses of the previous enlargements of the EU have been
concentrated on static effects of integration (see Balassa, 1975;
Georgakopoulos, 1994; Hine, 1989; Molle and van Mourik,
1990; Ponte Ferreira, 1993; Sapir, 1992). These have been
mostly ex post analyses, using the methods of structural coeffi-
cients, income-dlasticity of import demand and share of imports
in consumption (for the review of different methods used, see
for instance, Mayes, 1978 and Jones, 1985). Most of the ex ante
studies on integration effects (which are made prior to integra-
tion) have measured static effects using partial and computable
general equilibrium models and gravity models (see e.g. Corado
and de Méelo, 1985 and 1986; de Rosa, 1998 and the studies
cited therein). Plummer (1991), on the other hand, has estimated
trade creation and diverson for Spain and Portuga joining the
European Community using the import-demand regression ap-
proach. These studies, in general, conclude that static welfare
effects of EU integration are moderate, and higher impact yields
if aso dynamic effects are taken into account.

In the last years, the studies about the impact of EU accession
on the welfare of Central and East European countries (CEECS)
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have become more frequent (see Baldwin et a., 1997; Curzon
Price, 1999). It has been found that in the case of EU member-
ship, the CEECs will become more liberal with respect to for-
eign trade. Hence the welfare will increase. But there are some
exceptions as agriculture and textiles where the welfare is pre-
dicted to decrease. Nevertheless, these studies only look at the
effects of integration qualitatively (Curzon Price, 1999) or
measure the real income effects on the CEECs as a whole (and
on other regions) using a calibrated genera equilibrium model
(Badwin et d., 1997).

The results of these gudies do not generally hold in the case of
Estonia, where movement towards more protectionism is ex-
pected. In the next sections, the impact of adopting the CET and
the removal of EU export subsidies on Estonian economic wel
fare is quantitatively analysed.

2. The changes in Estonian foreign trade
regime: preliminary assessment

Accession to the EU will imply the following changes in Eto-
nia s trade regime in agricultural and food products:
elimination of dl tariffs and levies on imports of al prod-
ucts between Estonia and the EU;
elimination of EU export subsidies on agricultural exports to
Estonia;
adoption of the Common Externd Tariff (CET) on imports
from third countries.

Since Estonia does not apply tariffs on imports that originate
from the EU oountries, the first requirement will cause no diffi-
culties. At the same time, joining the EU aso means free access
to the EU for Estonian agricultural and food products, under
conditions set by the Common Agricultural Policy (CAP) of the
EU°. Export of aricultural and processed food products has

® According to the European Agreement, other goods originating from
Estonia are tariff-free to enter the EU market.



Urmas Varblane, Kristina Toming, Rena Selliov 11

been redtricted by tariffs and quotas into the EU market so far,
although preferential treatment has been granted (see Varblane,
2000).

As a consequence of very expensive agricultura policy, the
prices of agricuturd products in EU internal market exceed, in
most cases, the world market prices. In other cases, direct in-
come payments are made. Where these products are exported to
Estonia, the difference between EU internal market price and
world market price has been covered by export subsidies. This
has made the products from the EU artificially cheaper com-
pared to interna market prices. According to the principles of
common market, these measures have to be abolished with Es-
tonia's accession to the EU. This implies that imports from the
EU become more expensive. On the other hand, if Estonia’s ac-
cession to the EU also implies the adoption of CAP, the prices
of domestically produced goods are expected to converge to the
level of EU administrative prices set ty CAP. In most cases,
these are higher than the producer prices currently in Estonia

In general following changes could be expected in Estonian
trade with food products in the process of joining with EU (see
number on the Figure 1 accordingly):

1. Tariffs are implemented on third countries (non EU and not
free trade agreement with Estonia). But tariffs are used only
in few articles and their rates are lower than EU common
externd tariff accordingly.

2. Food products import from third countries (US, Canada,
Australia, Russia etc.) are becoming more expensive and
trade is diverted to the import from EU and free trade part-
ner countries (Poland, Hungary, Ukraine etc.).

3. EU is abolishing export subsidies on food export to Estonia
Itisresulting in price increase of food import from EU.

4. By many food items import is restored from third countries
which products are now cheaper than EU products..

5. After joining with EU the complete list of externd tariffs
will be implemented by Estonia resulting in new reorienta-
tion of food import from third countries to EU member
countries.



Tariffs

Import from
third countries

Import from free trade
partners of Estonia

Figure 1. Change in Estonian trade with food products prior joining with EU.
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The first stage of the process was passed aready as since Janu-
ary 2000 Estonia adopted some tariffs on food import from third
countries with which Estonia had no free trade agreements. The
applied tariff rates were low and the number of positions rela-
tively limited compared with EU (see Table 1).

But even such a limited implementation of tariffs caused obvi-
ous trade diversion. On the Figure 2 the structure of import by
certain cereals is presented by three groups of countries ¥ EU,
free trade agreement partners of Estonia and third countries to
whom tariffs were applied starting from Jnuary 2000. Espe-
cidly sgnificant is the influence of tariffs on wheat, rye, barley
and proceeded oats: the import shares of countries to which tar-
iffs were applied have declined to virtually zero in 2000 com-
pared to 1999. In the case of wheat and rye the import share of
countries subject to tariffs was over 50% in 1999 and 0% in
2000. In generd the third countries share in tota import and the
total volume of import in tons has decreased in every single
product group to which tariffs were applied (there is only one
exception: resduas of cereals proceeding).

The decrease in absolute vaue of third countries import is pre-
sented in Table 2. It is notable that the increase in EU import
has been as high as the decrease in third countries import:
accordingly +98% and —96% (the total weighted growth has
been 48% for cereals imports). As well as on the general case,
the total value of import of whedt, rye, barley and proceeded oat
has been positive for European Union and negative for imports
from countries under tariff.

In the case of milk products the import from the third countries
(import under tariffs) has falen by a quarter within period 1999
up to the end of 2000. At the same time the import from all
other countries has increased and total import has increased as
well (see Table 3).

Most clearly trade diversion effect can be seen in the import of
butter and condensed milk. In the import of butter the totd re-
placement has taken place (Figure 3). In the case of condensed



Theratesof import tariffsand export subsidies

Tablel

WTO binding |Actual tariff used b , e
Commodity |tariffsfor Estogia Estonia since ym?gtrgi?g:/;rzagft&r);hig e:éoborr.tzsgslsl(tljzyEK,/t)
(%) 1.1.2000 (%)

Beef 33 33 73 2520
Pork 33 25 30 0
Poultry 42 42 97 0
Milk 27 0 37 7518
Wheat 32 15 77 207
Rye 59 59 70 728
Rice 20 0 134 3536
Sugar 20 0 62 5617

Sources. Estonian Ministry of Agriculture (2000, 2001a), Commission Regulations (EC) No 66/2001, No 152/2001,
No 355/2001, No 386/2001, No 403/2001, No 463/2001, No 478/2001 and No. 2261/98; author’s calculations.

Notes. * Specific tariffs are transferred into ad valorem tariffs, based on prices of imports from third countries to
Estonia in 2000.
** Applied to EU exports to Estonia.
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Figure 2. Change in import of cereals into Estonia after introduction of tariffsin 1.1.2000

100%
80% 4
60% <
40%
20% 4

0%

2000
Proceeded oat (tariff 50%

1999
Proceeded oat

2000
Rye flour (tariff 50%)

1999
Rye flour

2000
Barley (tariff 43%)

1999
Barley

2000
Rye (tariff 59%)

1999
Rye

2000
Wheat (tariff 15%)

1999
Wheat




Table 2

Changesin Cereals and Proceeded Cereals (CNN 1001-1108) Import by Country Groups 1999-2000

Value (th. of EEK) Share (%) Change in Value
1999 2000 1999 2000 2000/1999 (%)
Import under tariffs 52662 1888 16.6 0.4 -96.4
Import from European Union 206617 408320 65.2 87.1 97.6
The rest of import 57847 58684 18.2 12.5 14
Tota import 317126 468892 100.0 100.0 47.9

Source: Data of Estonian Ministry of Agriculture, authors' calculations.



Changesin Import of Milk Products by Country Groups 1999-2000

Table3

Value (th. of EEK) Share (%) The Changein
1999 2000 1999 2000 Value (%)
Import under tariffs 47311.2 35645.8 21.9 13.3 -25
Import from European Union 122125.6 138174.3 56.4 515 13
The rest of import 47039.0 94281.5 21.7 35.2 100
Total 216475.8 268101.6 100.0 100.0 24

Source: Data of Estonian Ministry of Agriculture, authors' calculations.
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Figure 3. Change in import of certain milk products into Estonia after introduction of tariffsin 1.1.2000.
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milk the import from European Union has partidly replaced the
import from third countries and at the same time import from
other countries has stayed mostly the same.

The same is about the import of meat products. The relative
changes in import costs show that the import of meat products
from third countries has been replaced at the same rate with the
import from European Union (Table 4).

In the case of poultry the import from third countries has been
partidly driven out by import from European Union. Import of
prepared or preserved meat from the East-European countries
has totally replaced the import from third countries (Figure 4).

Therefore it has been shown that due to the introduction of tar-
iffs on Estonian food import some trade diverson has taken
place aready. Import from third countries has been replaced
patidly or totaly by the import from European Union or from
the other countries. The replacement rate depends mostly on the
price differences.

The more serious changes are to be considered by the applica-
tion of Estonia the common externd tariffs of EU by full range
combined with the eimination of EU export subsidies. It will
involve a significant increase in tariffs on imports from third
countries. Based on Estonia s import shares, the average tariff
for agricultural products is expected to raise to more than 10
percent compared with current average tariff level of 0.57 per-
cent’. This refers that Estonia will become a relatively protec-
tionist economy in food sector. Although the CET has been
faling over time in the framework of GATT and its successor
WTO, the protection in agriculture has been and is expected
further to remain relatively high in the EU.

" The weighted average import tariff for the EU for 1997- 2001 is
obtained from European Commission Regulations. The weighted
average tariff for Estonia is calculated by dividing the tariff revenue
collected in 2000 by the value of imported agricultural products in
2000 (source: Estonian Ministry of Agriculture, 2001).



Changesin Import of Meat Products by Country Groupsin 1999- 2000

Table4

Value (th. of EEK) Share (%) The Changein
1999 2000 1999 2000 Value (%)
Import under tariffs 155191.0 84564.6 3142 13.08 - 46
Import from European Union 251802.4 362207.9 50.98 56.04 44
The rest of import 86960.0 199559.2 17.6 30.88 33
Tota 493953.4 646331.7 100.0 100.0 31

Source: Data of Estonian Ministry of Agriculture, authors' calculations.
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Hence, there are in principle, three kinds of factors that are ex-
pected to lead to the overal price increase in Estonia. First of
all, imports from third countries become more expensive due to
adopting the CET, leading to shift in demand towards imports
from the EU®. On the other hand, also imports from the EU be-
come more cogtly after removing the export subsidies. This im-
plies, under norma conditions, an overdl increase in import
prices and decrease in imported quantities, leading to higher
demand for domestic products that compete with imports. But
the adoption of EU administrative prices predetermined by CAP
will bring dong the increase dso in price level of domestically
produced goods. The beneficiaries of this development will be
Estonian producers, but their gains will probably not compen
sate the loss that Estonian consumers suffer. Furthermore, the
EU will collect tariff revenue, and not the individua member
states themselves. Therefore, the net loss in economic welfare
due to changes in import regime is expected to occur in Estonia

A few studies have anaysed the impact of joining the EU on
Estonia’s trade pattern and economic welfare. Among these are
the contributions by Fock 2000; Varblane 2000 and Varblane et
al., 2000. Fock studies the effects of integrating Estonian agri-
cultural sector into the EU, but he does not distinguish between
the effects of adopting CET and other factors of integration. He
finds that according to different scenarios, the consumer welfare
in Edonia is expected to decrease by 0.22-1.78 bn EEK in
2003. Varblane (2000) gives a qualitative assessment to adopt-
ing the CET, and expects trade diversion effects to predominate
over trade creation effects, hence, the welfare to decrease. Var-
blane et a. (2000) study quantitatively the effects of raising
Estonian tariffs on imports to the bounding level agreed within
the WTO. Their approach assumes perfectly substitutable prod-
ucts and concludes, that the adoption of tariffs in January 2000
was highly trade diverting. Unfortunately, because none of

8 The CET of the EU equals, in principle, to the internal market price
minus the world market price.
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these studies deals with the same questions as the current study,
the results are difficult to compare.

3. Methodology

As a basis for the ex ante estimation of static welfare effects
related to Estonia’s integration with the EU, the traditiona par-
tid equilibrium modd is used. Partid equilibrium modd en+
ables to estimate the impact of changes in prices as a result of
economic integration ceteris paribus on economic welfare. The
welfare effects are defined as the amounts of money that the
producers win, consumers lose, government gets as revenue and
the whole society loses due to the rise in price that reduces the
demand (so-called deadweight loss). Thereat only market of one
commodity is taken into account. A proper measurement of in-
tegration effects requires that al factors that affect trade flows
other than these related to integration be kept “aside”. The im-
possihbility of doing this implies that any attempt to quantify the
impact of integration involves strong assumptions, and the re-
sults are therefore necessarily questionable.

The model assumes linear supply and demand curves. The
complementarity and substitution relations between different
commaodity types are disregarded (the prices of other commodi-
ties are assumed to be neutral). Having ruled out subgtitution
between different types of commodities, it is assumed that
commodities are consumed in some fixed proportion which is
independent of the structure of relative prices. The model aso
neglects the effects of changes in income (for the critique and
aternatives of this approach, see for instance, Nicholls 1998:
327). The exchange rate is expected to remain constant.

As Estonia is small country, it is assumed that it faces infinite
import supply eadticities. This ensures that any changes in tar-
iffs will be reflected entirely in import prices. However, the ac-
curacy of the ex ante forecasts of trade effects heavily depends
on the reliability of the price eadticities that are used. For sm-
plicity, the consumption is considered as a sum of fina con-
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sumption and a consumption of production inputs. When com-
puting the increase in prices, the changes in input prices do not
affect the prices of domestic production as they are, roughly,
taken into account aready in the changes in import prices.

The final demand by consumers can be analysed as a two-stage
process.® First, the consumers decide how much to spend on
each commodity group. Having ruled out the interdependence
between different commodity groups (see assumptions above),
this stage will be smply neglected in the following analysis.

In the second stage, the consumers decide how much to spend
on domestic versus aggregate imports. The new price of im-
ported goods will be computed as a trade weighted average of
prices of imports from different countries. The changes in im-
port price of good i from country j (due adopting the EU ad

valorem tariff " on import of good i from country j, or

equivalently, due abolishment of export subsidies in respective
amount) are computed as follows:

e M

if Estoniaimplied an ad val orem tariff tijE on imports of good i
fromacountry j; and

m
ij

P__m

1]

1+12) @)

if there was no tariff implied before.

° Based on constant elasticity of substitution (CES) utility function
(seee.g. de Melo, Robinson , 1985; Rousslang, Suomela, 1993).
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The aggregate imports become now relatively expensive com-
pared to home country production (see Figure 5)*°. Neverthe-
less, the effect of this change in tariff has on the price of do-
mestically produced good (of the same commodity category) is
what determines its domestic resource dlocation. If the im-
ported and domestically produced goods are perfect substitutes,
then the price of domestically produced good will aso increase
since there is no reason to sell domestic products for lower price
than the (average) price of competitors. On the other hand, if
the goods are imperfect substitutes (i.e. differentiable by the
country of origin), the price of domestic good may not change
by the same proportion as that of the import (Kapuscinski,
Warr, 1999; 259). This will shift demand from foreign produc-
tion towards home production, and the average consumer price
will be lower than in previous case. The shift in demand de-
pends on the substitutability between domestic and imported
sources of supply, commonly referred as Armington elasticity
(seefor instance, de Melo, Robinson, 1985; Welsch, 2001).

In Figure 5, the increase in the price of imports lowers the ex-
pected import quantity from Mg to M,. The rise in import price
shifts the demand curve for the domestic substitute, D%, out-
ward to D%. The shift in demand raises the price of domestic
goods from P% to P?;, and the domestic output increases to D;.
Theincrease in price of domestic products can be expressed as
follows:

19 The following analysis heavily relies on Rousslang and Suomela,
1993.
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Figure 5. The partial equilibrium model of the effects of changes in prices when domestic and imported goods
are differentiated.
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S €

where h,, denotes cross price elasticity of demand for domestic
product with respect to change in price of imports, h,, the

(own) price eladticity of demand for domestic product, ande,,
the price eladticity of domestic supply, wheress:

D, ak'o0

eht g
0 09

.Ndd

D, aPl0

e Pld T and 6
2 09

D, &R’ 9" ©

Do F)od @

The rise in the price of domestic product, on the other hand,
causes the demand for imports, D', to shift upward to D';. The
new consumption of imported goods will be in quantity M; in-
stead of M,, whereas;

g

M, &R0
e =Eer g

0 09

N1

M, a&P"Q
M, §R 5 ®

2 09

where h,, denotes the price elasticity of demand for imports

(with respect to the change in import price) and h,, denotesthe

cross dadticity of demand for imports with respect to the price
of the domestic substitute.
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The consumers welfare will be affected in both domestic and
import market. In domestic market, the decrease in consumer
surplus equals the area a in the Figure 1.

pcst =(pe - PY)D, +D,)/2 . ©)
This can be expressed through eladticities as follows:

é h g e eadaf u
é&Plf uahaa [ﬁ&Plf Cuahaa u

DCS® =RYD, %ﬁ_ - 1@; +1@/ 2. (10
0o g 0o @ u
e e a

In the import market, the consumer surplus decreases by the
aeab+c+d:

DCs' =(Plf - I:)of XMO +M1)/2 ) (11)
expressed using the elasticities as:

. é f h it 4h rahar u
e Gearas 1]

DCs' =§if- 1jPOfMO?%j g2 (12)
P O O ”
0 (%] 0o @ u
e a

The total change in consumer surplus is the sum of DCS' and

DCS?. The loss in efficiency for the whole economy (deac-
weight loss) is the sum of changes in consumer surplus (area
a+ b+ c+ d), domestic producer surplus (area a) and tariff
revenue (area b+ c+ e+ f minusareae + f + g). Taking into
account the fact that in the EU, dl tariff revenue will be
allocated to the common budget, the deadweight loss equals the
area(b+ c+ d+ e+ f+ g), which can be cdculated asthe sum
of the change in consumer surplus in import market and the
initia tariff revenue:
¢ 2tt 0
DWL=DCS' + M, . (13
G
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4. Data characteristics

8 commodity groups were anadysed: beef, pork, poultry, milk,
whedt, rye, rice and sugar. The dtatistical data about consump-
tion, imports, production (exports excluded), prices and tariffs
in Estonia used in the analysis is obtained from the databases of
Estonian Ministry of Agriculture and Estonian Statistical Of-
fice. A problem frequently encountered in welfare analyses is
that the commodity classifications used to aggregate traded
goods often do not correspond to the classification used for do-
mestic production and consumption. For the purpose of estima-
tion, a data set from the origina data was constructed, consist-
ing of quantities and prices of imports subdivided into sectors
corresponding to the classification of commodities in consump-
tion and domestic production reviews. The year 2000 was cho-
sen as a base year, assuming for smplicity that the economic
relations will not change considerably when CET has to be im-
plemented and EU export subsidies removed relative to the
Stuation in 2000,

It is assumed that the common externa tariff and export subsi-
dies of the EU will remain unchanged for the time Estonia be-
comes a member. The data for EU tariffs and export subsidies
were obtained from the European Commission Regulations. The
tariffs for a given commodity group were calculated as a
weighted average of tariffs implied to different subgroups (on
three-digit SITC classification) from different sources. Where
there was a specific tariff in the EU, this was transformed to the
ad valoremtariffs. The formula used for that is:
AT =100 $20ST : (14
IPxE
where: AT - ad valoremtariff, ST - specific tariff per 100 kilo
of import (EURO), E the exchange rate (1 EEK = 1/15.6466
EURO), IP the price of 1 ton import in EEK.

1 &till, thisis very questionable assumption since in transition country
as Estonia, the economic environment can change considerably within
ashort time period.
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The price elasticity estimates for demand for composite product
and domestic supply used in this andysis are based on the re-
sults o case study about Estonia done by Fock (2000). The lin-
ear demand and supply functions are not constant eagticity
functions, but a smplification has been made assuming that the
price easticity of the linear function is constant on a section
that is short enough.*? **

As there are no studies that have estimated the own-price and
cross-price eadticities of demand for Estonia, the approxima-
tions have been used as suggested in Haley (1995):

hy =-S;s +Sh , (15)
hg =S¢ (s +h) , (16)
hg =-Ss +S:h (17)

a =S4(s +h), (18)

where S and S, denote the expenditure share of imports and
domestic supply in totd  consumption, respectively
(Sf +S; =1), and ¢ isthe price dagticity of demand for agiven
product (composite of imports and domesticaly produced sub-

2 This statement holds only, if the change in price or in quantity is
very small. The larger the change, the larger will be the error.
Therefore, instead of using point approximations for the elasticities,
the following formula is used (as suggested by Rousslang and

Suomela, 1993): Ql -g— , Where Q the quantity, P the price of
a

e

agiven good, athe price elasticity.

13 sijll, as argued by Goldstein and Khan (1985), the price elasticity of
demand for imports will be larger for large price changes than for
small price changes. However, as the evidence on this effect is
somewhat mixed, it is assumed here that the price elasticities are
constant.
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stitutes). 6 denotes the elagticity of substitution between domes-
tically produced and imported goods.

As suggested in the literature (see e.g. Corado and de Mélo,
1985; Kapuscinski and Warr, 1999), te substitution dadticities
between imported and domestically produced competing goods
range from 0 to 3. On the other hand, the imports and domestic
production in agricultural products are often considered as per-
fect substitutes (see e.g. Rutherford et d., 1997; Goldstein and
Khan, 1985), implying that the substitution elasticity should be
infinitive and the domestic prices adjust entirely to the changes
in import prices. The actual data, nevertheless, shows intra-in-
dustry trade flows in agriculture, suggesting that there must
some degree of differentiability between products from differ-
ent origin. Therefore, different values for 6 are taken to build up
different scenarios with respect to the domestic price feedback:
1, 4 and infinity (i.e. the case of homogeneous goods)* (see An-
nex 2 for review of easticity values).

The elasticities calculated according to the equations (12)—(15)
vary proportionally with the vaue of 6. As pointed out in Gold-
stein and Khan (1985) and Tyers and Anderson (1989), trade
eladticities show congderably higher vaues in long run. This
suggests that the outcomes with higher 6 (and, hence, higher
degree of homogeneity) should be taken as more reliable. The
fact that small open countries show large domestic price feed
backs also supports this argument (see Goldstein and Khan,
1985).

1% |n case of rice and sugar, where domestic production is missing, it is
assumed that these products are perfecty heterogeneous.
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5. Results and discussion

The main results of the andysis are given in Table 5°. Asthe
table reveals, the decrease in consumer surplus is expected to be
the larger, the more homogeneous goods ae with respect to
their origin, and the more the average consumer price is ex-
pected to increase. If the eladticity of substitution between do-
mestic and imported goods of the analysed commodity groups
is equal to four, the decrease in consumer welfare amountsin
average to about 143 percent of initil consumption expenditure
of al eight commodity groups per year. In case when the value
of eadticity of subgtitution is one, the expected losses will be
approximately 135 percent of initia consumption expenditure
per year. The more homogeneous goods are (i.e. the higher the
dadticity of substitution), the higher are the (own and cross)
price easticities of demand. Although the (own) price increases
lead to larger response in demand, higher cross price elagticities
also imply larger substitution effects as a result of change in
price of competing products from different origin. As the Annex
5 reveals, the new total consumption quartity will be larger in
the case of higher substitution elagticity, the result of interplay
by own and cross price elagticities. Therefore, aso the decrease
in consumer surplus will be larger.

The new import quantities are in total higher in case of lower
substitution elagticity, the result of lower cross price eadticities.
This implies that the share of domestic production in total con-
sumption is higher in case of 6 =4, but the increase in producer
surplus will be balanced out by the decrease in consumer sur-
plus in the market for domestically produced goods. Hence, the
deadweight loss from changes in trade policy varies postively
with the loss in consumer surplus in the market for import

15 Before that the price rise and DWL of the economy in the case of
selected food products were found out considering no product
differentiation between import and domestic products, i.e. the demand
elasticities for import and domestic products were equal. The analysis
and the results can be seenin Annex 1.



Urmas Varblane, Kristina Toming, Rena Selliov 33

goods, and is therefore higher in case of higher substitution
elagticity. As can be seen from Table 5, the deadweight loss in
case of 6 =4 and 6 = 1 is expected to reach approximately 1.4
and 0.7 percent of GDP in 2000 in Estonia, respectively.

Table 5 aso indicates that the decrease in consumer surplus is
highest in the case of milk, beef, rice and sugar. In these com-
modity groups, the price increases will be the largest (see
Annex 5). In case of milk and beef, the new domestic price will
be higher than the average import price after change in trade re-
gime. In case of beef, the quantity of consumption is expected
to fall relatively a lot (33- 38 percent), and the (quantity) share
of domestic production is expected to fal from 85 to 62 percent
of total consumption. Hence the resulting increase in producer
surplus will be lower than it would have been if the initia con-
sumption level and domestic share would have remained, and
the uncompensated fal in consumer surplus relatively high.

In case of milk products, the average consumer price is ex-
pected to rise about three times. The largest part of thisincrease
is due to the implementation of EU administrative prices on
domestic production. Yet, the consumption of milk is not very
(own) price dastic. To hold the level of desired consumption
not to fal dragticaly (the quantity of consumption is expected
to fal by 11- 32 percent), the imports increase to compensate
the fall in consumption of domestic goods (the share of domes-
tic production in total consumption is expected to fal from 97
to 85 percent). In case of rice and sugar, no domestic production
exists which could balance out the effects of increase in import
prices.

The share of imports in final consumption will fall and the share
of domestic products will increase in every commodity group as
aresult of increase in import prices (see Annex 5). The changes
in relative shares are the bigger, the more homogeneous goods
are. Yet, the largest changes in relative shares of imports and
domestic products are expected to appear in milk and beef,
owing to the largest changes in average consumer prices. In
case of poultry, the fal in consumption will be considerable %



Summary of changes in economic welfare due to adopting the CET
and abolishing EU exports subsidies (assuming the implementation of EU administration prices)

Table5

0=4 o=1

Commodity] Decreasein consumer Deadweight| Decreasein consumer Deadweight
surplus (% of initial loss surplus (% of initial loss

consumption expenditure)| (% of GDP) | consumption expenditure) | (% of GDP)
Beef 91.8 0.06 91.1 0.04
Pork -0.9 0.00 -0.9 0.00
Poultry 27.1 0.08 275 0.08
Milk 194.7 0.95 182.4 0.23
Wheat 8.4 0.01 8.3 0.01
Rye 30.5 0.00 30.5 0.00
Rice 80.1 0.02 80.1 0.02
Sugar 118.3 0.30 118.3 0.30
Total 1429 142 135.3 0.68
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about 40 percent. This is due to the significant increase in con-
sumer price (about 35 percent) and the relatively high own price
eadticity of demand for domestically produced goods, athough
the composition of consumption remains relatively unchanged.

In case of pork, the implementation of EU administrative prices
implies a fal in domestic prices, leading to increase in con-
sumer surplus (which will be balanced out by the fal in pro-
ducer surplus). Due to the relatively large share of imports in
total consumption, and relatively modest price changes, how-
ever, the total change in welfare will be negligible.

In the case of rice and sugar, no domestic production exists to
compensate the fal in imports as a consequence of price in-
crease, and hence, the loss is rdatively high. Taking into ac-
count the very restrictive import regime of sugar in the EU, it is
not likely that the expensive sugar from the EU (after removing
high export subsidies) could be replaced by chesper imports
from third countries. As the demand for sugar is relatively ine-
lastic (besides final consumption, sugar is aso indispensable
input to industry), the consumption expenditure will increase
considerably.

The total welfare results are smaler than some would antick-
pate, but the losses in consumer surplus significant. These esti-
mates follow for a number of reasons. Fird, the change in tota
welfare consists of changes in consumer surplus, producer sur-
plus and tariff revenue. As the changes in consumer surplus on
the market for domestically produced goods are totally offset by
changes in producer surplus (on the same market) of opposite
sign, the net change in welfare (i.e. deadweight loss) only de-
pends on changes in consumer surplus on market for imports
and changes in tariff revenue. Hence, the deadweight loss is as-
sumed to be the higher the larger was the share of imports in
consumption before change in palicy.

Second, in the base year data, the total value of imports from
non-EU countries (excluding candidate countries) was only 9.4
percent, and hence, the tariff implementation induced losses
smdl. This can be explained by the fact that Estonia aready in-
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troduced tariffs on agricultural imports in January 2000, and a
large fraction of trade diversion from third countries towards
the EU had aready occurred.

Third, as the current study only focused on the impact of
changes in import regime, it neglected the effects of price in-
creases on the excess of domestic supply over domestic de-
mand, i.e. exports. Also the impact of possible producer subs-
dies granted by the CAP were not considered. These would
contribute to the further change in producer surplus, in most
cases considered increasing it. Nevertheless, these changes are
not due to the change in import regime, and require a further

study.

Fourth, tariffs and export subsidies are not the only trade-dis-
torting instruments. Also the import quotas, technical barriers to
trade, voluntary export restraints etc. have an effect on trade,
which can outweigh the effect of tariffs and subsidies. Also the
costs related to the building-up the customs system were not
considered here.

Fifth, the deadweight loss of applying the CET is even lower if
also the tariff revenue collected and passed on to the common
budget is returned to Estonia as net transfers from the budget.

Findly, one has to keep in mind that the accuracy of the ex ante
forecasts of trade effects heavily depends on the reliability of
the eadticities that are used. Therefore, the estimates derived in
the study are only as good as the estimates of substitution and
price elasticities. Hence, there is a wide margin of uncertainty
about the correct results.



Conclusions

This paper has discussed and quantified the static welfare ef-
fects induced by the changes in import regime in agricultura
and food products accompanying Estonia’ s accession to the EU.
The analysis dlowed for different values of eagticity of substi-
tution between imported and domestically produced goods,
yidding in somewhat different outcomes.

Since the average tariff on agricultural imports in the EU is
higher thanin Estonia, and the export subsidies given by the EU
to agricultural products entering Estonia have to be abolished,

the overall price increase in Estonia is expected as a result of
change in trade regime due to Estonia’s accession to the EU.

Furthermore, it was assumed that for Estonia and CEECs, the
accession to the EU will bring along the adoption of adminis-
trative prices in agricultura sector, set by CAP. In case of Esto-
nia, these pricesin general exceed the domestic producer prices.
As a conseguence, the consumer surplus will decrease in aver-
age by 135- 143 percent of tota consumption expenditure of

analysed agricultura products per year, and the deadweight loss
for the whole economy amounts to 0.7- 1.4 percent of GDP per
year. The consumer loss and net change in welfare are the big-
ger, the more homogeneous products are expected to be, i.e. the
higher the substitution and price eladticities.

Y et, the estimates on net welfare changes are relatively small,
reflecting previous trends in trade and assumptions made in the
analysis. Nevertheless, the key to understanding the results for
Estonia is to recognise that, contrary to many other small coun-
tries implementing preferential trade agreements, Estonia starts
with arelatively free external trade regime. Therefore, the static
effects from the change in import regime as a result of acces
sion to the EU are negative. Although the domestic producers
will benefit from these developments, nevertheless, the losses in
consumers welfare must be recognised in Estonia. The impor-
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Annex 1

Partial equilibrium analysis of the effects of policy changes
dueto Estonia’s accession to EU. Selected food products,
domestic and imported goods ar e not differentiated

The products that will be taken under consideration are chosen
from the sat of such products, which prices will rise the most
when the European Union policies will totally be implemented
on Estonian agriculture: i.e. sugar, butter, poultry, beef. The
data used are those of year 2000 (sugar, poultry, butter and beef
produced, exported and imported). The domestic demand is
considered to be production plus import minus export. The av-
erage price of buying up is considered as the price of produc-
tion. The average import prices over the countries before and
after applying the tariffs are calculated as weighted averages
(see Figure 1). Therise in import price will be calculated taking
into account that in short run the import price will rise by the
tariff and the quantity of import stays the same because of the
inertia of the trade agreements etc. Only in the long run the
price will lower but ill stay higher than before the change in
policy. But the price lowering and change in import partners
cannot be calculated out exactly, only the first change can be
observed.

The changes in prices due to the change in policy are shown in
Table 1. In the case of butter and beef the intervention price is
taken into account on the side of production and both the
abolishment of export subsidies and implementation of tariffs
on the side of import. It has to be added that it's quite possible
that the price of beef will not rise to the intervention price be-
cause the most part of beef buyed up in Estonia does not have
the quality needed for intervention. Butter is the most important
milk product for Estonia where the intervention price and ex-
port subsidies are used in EU. As raw milk is mostly produced
in Estonia and import of raw milk makes only about one percent
of the total demand, then the price don’t have to rise so quickly
to the level d EU. In the case of sugar tariffs and abolishment
of export subsidies are the instruments that will cause pricerise.
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Table 1

Changes in domestic price of selected food products after changein policy

Domestic production Export Import Production
+Import, - Export
Price | Price Price | Price | New
Price | Price before | after before | after |Price/
.. | before | after . . .. | change | change .| change| change| old
Quantity| o ange | change | QuUantity EPIrEIKC/e Quantity|in holicy|in policy| QUAMY [in policy|in policy|price
®  linpolicy|inpolicy] ®  |EEKDL O | gekn)| @) O | @EExn)|EEKL | (%)
(EEKH) | (EEK )

Sugar - - - 61465 4014 10355 61465 4014 10355 258
Poultry 8100 16500 - 2386 22893 16342 10694 14313 22056 11507 14188 123
Butter 8800( 28530 51000 4619| 31498 856 23230 41889 5037 24908 67335 270
Beef 14400 17850( 47140 188 21930 2645 24120| 28467 16857| 18788 44491 237

Source: authors' calculations, data of Estonian Statistical Office.
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In the case of poultry only tariffs influence the price because a
large part of import still comes from the third countries a-
though this part has reduced a lot since Estonia introduced the
tariffs on import in 2000. EU doesn’t intervene in the poultry
market.

The modd used is a datic linear partia equilibrium mode
where there is no differentiation between domestic and im-
ported goods (Figure 2). To find out the possible change in the
guantity demanded severad demand elasticities are used as-
suming that foodstuffs are norma gpods with demand eastic-
ities between 0 and —1 at the same time supposing that poultry
and beef may be more dastic than sugar and butter.

Price

®) S

P

Po_|

Q=01 02 ¢ Quantity ()

Figure 2. The partid equilibrium model of the effects of
changes in prices when domestic and imported goods are not
differentiated.

As the supply function is assumed to be inelastic, we will con-
centrate only on the demand side. The demand function has lin-
ear form:

g=a- bp @
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where g quantity demanded with the price p, and a, b the para-
meters.

The price dagticity has expression:

_Tap
e= ——, 2
e q @

where % the derivative from the demand function with respect
to price.
The price dadticity of demand in point E (Figure A.1) is.

-_pP

e= bqs’ (€©)

from what b can be expressed as:

—a %

b=-e *, 4
o @

The difference between quantities demanded before and after
applying the tariff is:

g
= , 5
Do R ©)
and for the demand function in the present work:
Dqg = -b xDp, (6)

As we know the total quantity demanded gz, the price p,, the
price dadticity of demand e, at the point where p, and gz are
known, we can first calculate out the parameter b of the demand
function with the formula 8. After that we can find out the
change in quantity demanded with the formula 10.

The deadweight loss will be caculated using the formula

DWL @%qum+G, @)
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that equals the area under the triangle BDE (Figure 2). The re-
sults can be seen in Table 2.

The DWL that will occur is very small forming even in the case
of sugar only 0.2% of the Estonian GDP in 2000. But thinking
only of the food market these changes are remarkable as the de-
crease in DWL in sugar market with demand elasticity of
—0.6 makes about 75% of the total sugar demand. It's reason-
able to think that the decrease of the quantities will not be as
large as it turns out to be considering the results of the linear
mode The analysis would have much more reasonable results if
the demand function had constant eladticity. This will be the
task of future anaysis.

16 GDPin 2000 was 85346.3 min EEK.



Changesin demand of selected food products and DWL

Table 2

Price before | Priceafter | Quantity uantity after the .
the change | the change |before the Q Y ane DWL (million EEK)
. . : i . changein policy (t)
in policy in policy |[changein
(EEK /1) (EEK/t) | policy (t) [e =-0.1je =-04]e =-0.6 -04le =-0.6
Sugar 4014 10355 61465 51755 22627 3208 123 185
Poultry 11507 14188 22056 21542 20000 18972 3 4
Butter 24908 67335 5037 4179 1605 0 73 107
Beef 18788 44491 16857 14551 7632 3020 119 178

Source: authors' calculations, data of Statistical Office of Estonia.



The prices and quantities of imports acr oss different sources

Annex 2

Initial Initial sharein . . Price after Change
. i ; Initial price*** . : . .
Commodity quantity total import (EEK /1) changein policy| inprice
(tons) quantity (%) (EEK/t) (%)
Beef
EU 129 4.9 39204 41724 6.4
| wave* 123 4.7 24814 41724 68.1
Il waver* 2125 80.3 23628 41724 76.6
Non-EU 268 10.1 21057 21112 0.3
Total 2645 100.0 24184 39639 63.9
Pork
EU 8186 66.9 19683 19683 0.0
| wave 3045 24.9 21563 19683 -8.7
Il wave 20 0.2 20106 19683 -21
Non-EU 980 8.0 18713 23885 27.6
Total 12230 100.0 20074 20019 -0.3
Poultry
EU 10934 58.6 11101 11101 0.0




Initial Initial sharein - ) Price after Change
. i ; Initial price*** : : . .
Commodity quantity total import (EEK /1) changein policy| in price
(tons) quantity (%) (EEK /1) (%)
| wave 592 3.2 23356 11101 -52.5
Il wave 71 0.4 34323 11101 -67.7
Non-EU 7074 37.9 10718 21067 96.6
Total 18670 100.0 11433 14877 30.1
Milk
EU 4514 35.2 28109 35627 126.7
| wave 463 3.6 20835 35627 0.0
Il wave 4675 36.5 15132 35627 0.1
non-EU 3172 24.7 18517 18566 0.3
Total 12823 100.0 18269 31407 71.9
Wheat
EU 38083 96.5 2909 3116 7.1
| wave 23 0.1 3241 3116 0.0
Il wave 1319 3.3 3249 3116 0.0
Non-EU 52 0.1 2422 6591 172.2
Total 39477 100.0 2920 3121 6.9




Initial Initial sharein - ) Price after Change
. i ; Initial price*** : : . .
Commodity quantity total import (EEK /1) changein policy| in price
(tons) quantity (%) (EEK /1) (%)
Rye
EU 1261 100.0 2125 2853 34.3
Total 1261 100.0 2126 2854 34.3
Rice
EU 560 17.1 10418 13954 33.9
| wave 3 0.1 9401 9401 0.0
Il wave 3 0.1 12030 12030 0.0
Non-EU 2714 82.8 4670 10929 134.0
Total 3280 100.0 5662 11445 102.1
Sugar
EU 54573 88.8 4036 9653 139.2
Total 61465 100.0 4014

Source: own calculations based on Estonian Ministry of Agriculture (2001a, 2001b).

Notes. * Czech Republic, Hungary, Poland and Slovenia

** | atviaand Lithuania

*** 1 EEK=1/15.6466 EUR




Import shares, demand and supply elasticities according to

different elasticities of substitution

Annex 3

nifdrﬂ'y S(%) | ¢ | & 04 °0=1

Gdd it Grd (o Cdd Gt Grd ot
Beef 18.7/ -0.64 | 046 | -1.27 | -3.37 | 273 063 [ -0.71 | -093| 0.29 0.07
Pork 255 -055| 057 | -143 | -312 | 257 088 | -0.66 | -0.89 | 0.34 0.11
Poultry 67.7 -0.77| 0.70 | -296 | -1.81 | 1.04 219 | -093 | -0.84 | 0.07 0.16
Milk 0.1 -035| 059 | -035| -4.00| 365 | 000 |-035 | -1.00| 0.65 | 0.00
Wheat 0.4 -020| 058 | -021| -399 | 3.79 001 [ -0.20 | -1.00 | 0.80 0.00
Rye 0.0 -0.20| 058 | -0.20 | -4.00 | 3.80 0.00 | -0.20 | -1.00 | 0.80 0.00
Rice 100.00 -0.80 - - - - - - - - -
Sugar 100.0 -0.41 - - - - - - - - -

Source: own calculations based on Fock (2000).



Definitions:
0 - thedasticity of substitution between domestically produced and imported goods,
S - the expenditure share of importsin total consumption,

¢ - the price elagticity of demand for a given product (composite of imports and domestically produced
substitutes),

€,4 - (own) price elasticity of domestic supply,

h,, - (own) price elasticity of demand for domestic product,

h; - (own) price elasticity of demand for imports,

h,, - cross price elasticity of domestic demand with respect to the change in price of imports,

h,, - cross price elasticity of demand for domestic product with respect to the change in price of domestic
product.



Annex 4

Producer pricesin the EU and Estoniain 1998

. EU aver age* Estonia Estonia/EU

Commodity (EEK/t? (EEK ) average (%)
Beef 40463 20830 515
Pork 23617 25250 106.9
Poultry 23500 19800 84.3
Milk 4631 3080 66.5
Butter 56273 31360 B5.7
Rye 1754 1463 83.4
Wheat 1756 1793 102.1

Source: Estonian Ministry of Agriculture (2001b).

Note: * 1 EEK = 1/15.6466 EU



A summary of changesin imports and domestic production dueto
the changein trade policy

Annex 5

Price after New share
Quantity Sharein Ayera_ge adop'tm_g CET/ Changein | New quantity in total
: total [pricein| abolishing EU . . .
in 2000 .. _|price (times (tons) consumption
(tons) consump-| 2000 (export subsidies (%)
tion (%) |(EEK/t) (EEK /)
6=4 | 6=1 é=4|é=1 6=4 | 6=1 c')=4|é=1
Beef
Imports 2645 14.6| 24184 39639 39639| 1.64 | 1.64 4569 2114 37.3] 19.0
Domestic 15455 85.4| 180000 40463 40463| 2.25|225| 7547 9010, 62.3 81.0
production
Consumption 18100 100.0f 18903 40152 40306| 2.12 | 2.13 | 12116| 11124| 100.0, 100.0
Pork
Imports 12230 29.0f 20074 20019 20019( 1.00 | 1.00 | 11976 12213} 28.3 28.8
Domestic 29970 71.0| 23890 23617| 23617| 0.99 | 0.99 | 30393| 30190 71.7 71.2
production
Consumption 42200 100.0f 22784 22600 22581| 0.99 | 0.99 | 42370| 42403( 100.0, 100.0




Price after

) X New share
Quantity Shta;elm Av_era_ge 2%%?;5'2%(:%5/ Changein | New quantity in total
in 2000 ol |pricein g+ price(times (tons) consumption
(tons) consump-| 2000 |export subsidies (%)
tion (%)|(EEK/t)  (EEK/t)
6=4 | 6=1 [6=4[6=1| 6=4 | 6=1 [6=4[6=1
Poultry
Imports 18670 75.3] 11433 14877 14877] 1.30 [ 1.30 | 10902] 10048] 73.6 685
Domestic 6130 247 16600 23499 23490| 142 | 1.42 | 3901| 4629 26.4 31.5
production
Consumption] 24800  100.0] 12710 17149] 17596| 1.35 | 1.38 | 14804| 14678| 100.q 100.d
Milk
Imports 12823 29| 18269 31407] 31407 1.72 [ 1.72 [ 109117] 16066] 27.6 5.3
Domestic 433177 07.1| 10040 35627| 35627| 3.26 | 3.26 | 286234| 286493 72.8 94.7
production
Consumption| 446000  100.0] 11151 34462 35403| 3.09 | 3.17 | 395351| 302559| 100.q] 100.d
Wheat
Imports 39477 255 2020 3121 3121 1.07 | 1.07 | 42354] 39647 27.9 254
Domestic 115523 745 1607 1756 1756| 1.09 | 1.09 | 113456| 113485 72.8 74.1
production




Price after

) X New share
Quantity Shtiiglm Srviirea?r? 2%%?;3'2%?;5/ C_hang_ein New quantity intotall
in 2000 .. _|price(times (tons) consumption

(tons) consump-| 2000 export subsidies (%)
tion (%) |(EEK/t)  (EEK/t)
6=4] 6=1 |6=4[6=1] 6=4 [ 6=1 [6=4[6=1

Consumption| 155000[  100.0] 1941 2127 2109| 1.10 | 1.09 | 155810| 153132| 100.0| 100.4

Rye

Imports 1261 1.8| 2126 2854 2854 1.34 | 1.34| 1092 1168 1.7 1.9

Domestic 67739 982 133§ 1754 1754/ 1.31| 1.31| 64152 64150 98.3 98.2

production

Consumption] 69000  100.0] 1350 1772] 1774| 1.31 | 1.31 | 65244| 65318| 100.0 100.0

Rice

Imports | 3280 100.0] 5662 11445 11445 2.02 | 2.02| 1868 1868 100.0 100.0

Sugar

Imports | 61465 100.0] 4014 9653 9653 2.4 | 2.4 | 38169] 38169 100.0 100.d




KOKKUVOTE

Euroopa Liiduga uhinemise moju Eesti
&/
osalise tasakaalu lahenemisviis

Ké&esolevas t60s kasitletakse Euroopa Liiduga thinemise mdju
Eedti védiskaubandusele. Erilise téhelepanu dla on voetud toi-
dukaubad, sest nende osas muutused kdige suuremad. Seni on
Eesti rakendanud uhte kdige liberaalsemat véliskaubandusreZii -
mi kogu maailmas. Kuni 2000. aastani puudusid Eedtis téieli-
kult tollimaksud kui védiskaubanduspoliitika vahendid ja samu-
ti e rakendatud kvantitatiivseid kaubandusmeetmeid.

SeetGttu toob Euroopa Liiduga Uhinemine kaasa radikaalsed
muutused. Eesti peab rakendama Euroopa Liidu Uhtse védistolli
kolmandate riikide suhtes ja samas avaneb Euroopa toidukaupa-
de turg Eesti toodetdle. Kéesolevas t00s pulti kvantitatiivselt
hinnata mGjusid Eedti toidukaupade turule, mis tulenevad Uhelt
poolt Euroopa turu liberaliseerimisest ja teisdlt poolt kasvavast
protektsionismist kolmandate riikide suhtes.

Jaanuarist 2000 hakkas Eesti rakendama tolle teatud kaupade
impordile kolmandatest riikidest. Osdise tasskadu mudeli ra-
kendmiine voimaldab néidata, et teatud kaubanduse Umbersuu-
namine leidis aset juba 2001. aastaks. Kolmandatest maadest
toidukaupade import asendus Euroopa Liidu kaupadega.

Eedti toidukaupade turg jaotati piima, liha ja teravilja sektori-
teks ja analUUs viidi 18bi igas sektoris eraldi. Osalise tasakaau
mudeli puhul kasutati t166s erinevaid toidukaupade asendatavuse
dastsus kodumaiste ja importkaupade vahdl. Kdige tugevamat
mdju avaldab Eesti toidukaupade hindadele EL ekspordisubsi-
diumite kaotamine. Tervikuna on tarbijate hesolu kaotus kdigi
kaubaruppide osas kokku 0.7- 1.4% sisemaanduse koguproduk-
tist.





