16.C
Domestic Support. European Union

Hans Grinsted Jensen

This note documents how the 2001 OECD Producer Support Estimate (PSE) data® for the EU15
are disaggregated to calculate domestic support levels for the fifteen individual member
countries. The procedure includes a further disaggregation of the PSE data to match the twelve
primary agricultural commoditiesin the GTAP Data Base.

To begin with, the 2001 OECD Tota Support Estimates for the EU15 were adjusted to
reflect data on actual crop payments obtained from the European Agricultural Guarantee and
Guidance Fund (EAGGF) Guarantee Section, Exercice 2002.

Table 16.C.1 reports the OECD’ s total support estimates in millions of euros, under PSE
categories B to H, together with the updated estimates for the aggregate EU15 and the alocation
(disaggregation) to the individual member countries. Disaggregation of payments by member
country was done by simply matching PSE payment items with corresponding payment items in
the EAGGF Guarantee, Exercice 2001 or 2002, where payments are specified by member country
(EU budget items are shown in the table). In the case of national payments, disaggregation by
member country was done using data on national expenditures for agriculture? from table 3.4.10
of “The Agricultural Situation in the European Union, 2001 Report.” At the same time, if
payments are commodity-specific, they are allocated to the corresponding GTAP commodity.
However, if there is no commodity specified, payments are alocated among the GTAP
commodities using the share of the commodity in the value of production or the number of
hectares in each member country. This is consistent with the methodology used by the OECD at
the EU15 aggregate level as specified in the OECD document “European Union: Estimates of
Support to Agriculture, Definition and Sources.”

Table 16.C.1 aso includes the total value of agricultural production (in producer prices)
for each member country. These values, obtained from Eurostat’s “Economic Accounts for
Agriculture,” are disaggregated by GTAP commodity in the subsequent tables.

The support payments by GTAP commodity are shown in tables 16.C.2a to 16.C.13a.
The support payments, classified by policy measures in the OECD indicators of support (sub-
components B to H), are grouped using a standard formula into four categories (see chapter
16.A):

! Data for 2001 obtained from Producer and Consumer Support Estimates, OECD Database 1986-2002, downloaded
from the OECD web site (accessed 02 October 2003).

2 Better information is needed about national expenditures in order to have a more accurate disaggregation of payments
between the GTAP commodities within each member country.



16.C-2
— Output subsidies

— Intermediate input subsidies
— Land-based payments
— Capital-based payments

Under the standard formula, C and F2 payments, which encompass hectare and set-aside
premiums given to arable crops, are allocated under land-based payments while C and F2
payments for animal production are allocated under capital-based payments.

The aggregate power of domestic support and shares by type of support are reported for
each GTAP primary agricultural commaodity in tables 16.C.2b to 16.C.13b. The aggregate power
of domestic support is calculated by dividing the total value of payments (sum of the value of
output subsidies, intermediate input subsidies, land-based payments and capital-based payments)
by the value of production and adding 1 to the total.

The power of domestic support is used to find the GTAP value of paymentsin theinitid GTAP 6
Data Base by multiplying the power of the domestic support with the corresponding GTAP value
of production. The percentage value shares of output, input, land- and capital-based subsidies are
used to allocate the calculated GTAP value of payments to the appropriate tax wedgesin the
GTAP 6 Data Base.
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