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Introduction

The first anniversary of accession of the Czech Republic and nine other countries to the EU is an
opportunity for assessment. This presented study focuses on the most fundamental changes that took
place in Czech agriculture and agrarian sector during the first year of membership of the Union.

The year-on-year increase in supports for agriculture was a particularly significant change with
major effect on the position of the sector and therefore this study begins with a chapter on supports.
The subsequent chapter makes an assessment of economic results of agriculture and the sector and
enterprise level. It is followed by chapters assessing the impact of accession on agri-food foreign
trade and on the situation on domestic agricultural market. The study comprises also a brief analysis
of results of the food sector and makes an assessment of changes in the development of food
consumption, consumer prices and in the structure of household expenditure. It was endeavoured to
cover fundamental changes which took place in the complete vertical starting from the producer of
agricultural raw materials down to the final consumer. The study deals also with partial changes in
the social standing of farmers and at the end there is a comparison of the results of Czech agriculture
with some new Member States in selected indicators.

Data of the Czech Statistical Office (CSO), the Research Institute for Agricultural Economics
(VÚZE), the Ministry of Agriculture (MoA) and other domestic as well as foreign institutions
available as on 30 April 2005 were used as a basis for this study. Some data need to be considered
as preliminary. Particularly some data of the CSO (Economic Accounts for Agriculture) and the
VÚZE (Farm Accountancy Data Network - FADN) related to economic results of agriculture in 2004
may be still revised in accordance with the established procedures of the EU and its statistical centre
(EUROSTAT).
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1   Supports for agricultural sector

Accession to the EU brought a significant increase in supports for Czech agricultural sector, paid
out by 30 April 20051. An overview of expenditure to support the agricultural sector in the period of
2003 - 2004, broken down by institutions (sources) is shown in Table 12. This expenditure grew by
27 % in 2004, of which supports for agricultural enterprises grew by 55 % compared to 2003 due to
a significant increase of direct payments (by almost three times from CZK 4.3 billion in 2003 to
CZK 12.5 billion in 2004).

Table 1 - Agricultural policy expenditure by institutions (CZK million)

Type of expenditure 2003 2004 Year-on-year index

1. Total sector administered by the MoA 17 936 13 903 77.51

1.1 MoA expenditure: supports, Gov. Decrees and other 7 845 2 535 32.31

1.2 SGFFF expenditure 994 906 91.15

1.3 Expenditure of the CR from the SAIF 7 690 9 296 120.88

1.4 Land offices (land consolidation) 598 767 128.26

1.5 Other institutions under the MoA remit 809 399 49.32

2. Other sectors 3 482 2 702 77.60

2.1 Ministry of the Environment - the SEF 85 65 76.47

2.2 CMGDB 211 200 94.79

2.3 Ministry for Regional Development 0 88 x

2.4 Grant Agency of the Czech Republic 4 0 0.00

2.5 Tax allowances and debt write-offs 3 182 2 349 73.82

3. EU 478 11 200 2 343.15

Total agricultural policy expenditure 21 896 27 805 126.99

- of which expenditure for agricultural enterprises 15 221 23 563 154.81

CMGDB - Czech-Moravian Guarantee and Development Bank; MoA - Ministry of Agriculture; SAIF - State Agricultural Intervention

Fund; SEF - State Environmental Fund; SGFFF - Support and Guarantee Fund for Farmers and Forestry

Source: Supporting information from the MoA, the SAIF, the SGFFF and other institutions

Direct payments accounted for the greatest share of supports (approximately 40 % or 45 % when
supports paid out by 30 April 2005 are taken into account) in 2004 (see Table 2). Taking into account
supports paid out by 30 April 2005, EU sources accounted for 40 %. However, the shares and the
overall level of support are affected by the fact that a part of market support expenditure (intervention
buying and sales, particularly of cereals) was carried over to 2005.
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1 In  2005, CZK 5 408 million were paid out by 30 April 2005, of which CZK  5 015 million from EU sources and CZK
393 million from the sources of the Czech Republic. 

2 Moreover, supports for agriculture from consumers resulting from differences between (usually higher) domestic
farmgate prices and (usually lower) world prices are not considered. In 2003, these supports represented about the
same amount as the „visible“ supports provided by tax-payers. In view of the situation on world agricultural markets
and domestic surplus production, it can be expected that these supports grew further in 2004.



Table 2 - Overview of expenditure by main types of support (CZK million)

Supports 2003 2004

CR EU Total CR EU Total

Direct payments 4 262 0 4 262 6 185 6 302 12 487

- SAPS 0 0 0 0 6 302 6 302

- top-ups 2004 0 0 0 5 324 0 5 324

- other direct payments 4 262 0 4 262 861 0 861

HRDP 2 642 0 2 642 807 3 226 4 033

- LFA allowances 1 507 0 1 507 522 2 088 2 610

- agri-environmental schemes 1 135 0 1 135 285 1 138 1 423

Agriculture OP / SAPARD 187 478 665 312 1 370 1 682

- SAPARD agriculture 69 220 289 132 645 777

- SAPARD food industry 118 258 376 92 283 375

- SAPARD rural areas (MRD) 0 0 0 88 442 530

National supports within the MoA remit 6 761 0 6 761 4 522 0 4 522

- MoA expenditure (supports, Gov. Decrees, other) 4 342 0 4 342 2 450 0 2 450

- SGFFF supports 994 0 994 906 0 906

- Land Offices/land consolidation 665 0 665 767 0 767

- expenditure of other institutions within the sector 760 0 760 399 0 399

National supports within other sectors 3 460 0 3 460 2 614 0 2 614

- ME, MIT 278 0 278 265 0 265

- tax allowances and similar relieves 3 182 0 3 182 2 349 0 2 349

Market organisations 4 106 0 4 106 2 165 302 2 467

- export refunds 2 799 0 2 799 1 298 211 1 509

- Other (C)MO expenditure 1 307 0 1 307 867 91 958

Total 21 418 478 21 896 16 604 11 200 27 804

Agriculture OP - Agriculture Operational Programme; LFA - less-favoured areas; ME - Ministry of the Environment; MIT - Ministry of

Industry and Trade; MoA - Ministry of Agriculture; MRD - Ministry for Regional Development; SAPS - single area payment scheme;

SGFFF - Support and Guarantee Fund for Farmers and Forestry

Source: Supporting information from the MoA, the SAIF, the SGFFF and other institutions

Table 3 shows an overview of supports for agricultural sector according to the objectives of
agricultural policy as laid down in the „Concept of agricultural policy of the Czech Republic for the
period after accession to the EU“. From the viewpoint of agricultural policy objectives, supports
designed to improve economic situation of farms have for a long time accounted for the greatest
share of supports: an average of 42 % in the period 2000-2003 and 58  % in 2004. This confirms a
continuing orientation of agricultural policy on the stabilisation of income situation of farms. The
area of farm modernisation and restructuring, and area of the environment and rural development
account for the second and the third greatest share of supports. This is in conformity with the main
objectives of agricultural policy.
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Table 3 - Overview of supports by agricultural policy objectives (CZK million)

Objectives 2000-03 average 2003 2004

CZK mil. % CZK mil. % CZK mil. %

Development and stabilisation of business

structures 1 175 6.0 1 163 5.3 937 3.4

Production restructuring and modernisation,

improvement of economic performance and 

competitiveness of enterprises 3 827 19.5 3 447 15.7 3 335 12.0

Improving the economic situation of farms 

(increase or maintenance of farmers' incomes) 8 161 41.6 10 148 46.3 16 125 58.0

Improving the relations of agriculture to the 

environment and rural areas 3 881 19.8 3 864 17.6 5 639 20.3

Extending the role of agriculture as a producer 

of renewable energy sources 2 221 11.3 2 720 12.4 1 178 4.2

Adequate prices of safe foodstuffs 349 1.8 554 2.5 591 2.1

Total 19 613 100.0 21 896 100.0 27 805 100.0

Source: Supporting information from the MoA, the SAIF, the SGFFF and other institutions

Generally, it can be stated that Czech agriculture benefited significantly from accession to the EU
and from the participation in EU Common Agricultural Policy, which has been reflected in a
substantial improvement of the economic situation of agricultural enterprises.

2 Economic results of agriculture

Economic results achieved by Czech agriculture in 2004 were exceptionally favourable. This is
confirmed by overall results of this sector of national economy as well as by the results of individual
categories of agricultural enterprises.

Total results of the sector

According to the second corrected estimate of the Economic Accounts for Agriculture (EAA)
elaborated by the CSO in June 2005, the overall profit of the sector of agriculture amounted to almost
CZK 8.6 billion. This was in stark contrast not only to the loss of almost CZK 2.5 billion in 2003,
but also to the hitherto development of economic results of our agricultural sector from the beginning
of its transformation.
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Table 4 - Selected indicators of the EAA for 2003 and 2004; values in basic current prices in CZK million

Indicator 2003 20041) Year-on-year Index 

increase (2003=100)

Output of agricultural sector 93 670.7 115 342.7 21 672.0 123.1

of which production of agricultural products 90 303.3 111 469.9 21 166.6 123.4

Subsidies for products included in their basic prices 676.4 5 092.9 4 416.5 752.9

Intermediate consumption 66 081.8 75 300.6 9 218.8 114.0

Gross value added 27 589.0 40 042.1 12 453.1 145.1

Fixed capital consumption 10 804.2 11 070.0 265.8 102.5

Net value added 16 784.8 28 972.1 12 187.3 172.6

Other subsidies on production minus taxes on production 3 338.7 2 935.4 -403.3 87.9

Factor income2) 20 123.4 31 907.5 11 784.1 158.6

Employees' remuneration 18 839.9 19 160.3 320.4 101.7

Ground rent and other real estate rent 2 134.4 2 699.2 564.8 126.5

Interest expense minus interest received 1 612.4 1 467.0 -145.4 91.0

Profit -2 463.3 8 581.0 11 044.3 x

Net value added/AWU3) (000' CZK) 111.5 202.3 90.8 181.4

Factor income/AWU3) (000' CZK) 133.6 222.8 89.2 166.8

1) The second corrected estimate (june 2005).
2) Net value added at factor costs according to the original EAA methodology.
3) AWU = Annual Work Unit.

Source: CSO - EAA 2003 and 2004.

The year-on-year increase of profit was caused by the following three basic factors: a year-on-
year increase of output, an increase in farmgate prices accompanied by somewhat smaller increase
of input prices and a significant increase of direct supports provided to agricultural enterprises from
EU as well as national sources.

Production of agricultural products accounts for a bulk of agricultural sector's output
(approximately 97 % in both examined years). The rest includes output of agricultural services and
some non-agricultural secondary activities of agricultural enterprises, closely linked with
agricultural production. Production of agricultural products in basic current prices grew by 
almost one quarter (of which crop output by 42 % and animal output by 5 %)3. The differences
between 2003 and 2004 are caused also by substantially higher direct commodity supports in 2004 
(CZK 5.1 billion) than in 2003 (CZK 0.7 billion), which form a part of basic prices.

Gross value added (GVA) in agriculture representing a difference between output and
intermediate consumption rose in 2004 even more significantly than output. The growth of GVA (by
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over than 14 % (crop output grew by 35 %, while animal output declined by 4 %).



44 % in current price terms) was favourably influenced by the development of intermediate
consumption. Compared with 2003, its volume rose substantially less than the volume of agricultural
output. The GVA indicator is used to calculate the share of agriculture in total gross value added in
the national economy. According to preliminary results of the EAA, this share of agriculture rose
from 1.2 % in 2003 to 1.6 % in 2004.

Net value added (NVA) representing a difference between the GVA and the fixed capital consumption
is another important indicator of economic results of agriculture. The NVA in basic current price terms
grew by CZK 12.2 billion in 2004 compared to previous year, i.e. by 73 %. This development reflected
an increase of the GVA as well as a slight decline of the fixed capital consumption. Given the
simultaneous decline in the number of workers (from 150 600 AWU to 143 200 AWU) the NVA per 
full-time worker grew even more significantly - by 81 %. Factor income encompassing a balance of all
direct supports (subsidies) and taxes registered in the EAA also experienced a substantial increase.
Expressed per AWU, this indicator (the so-called indicator A used by Eurostat to compare agricultural
incomes among EU countries) increased by 67.0 % in 2004 compared to 2003.

The achieved level of the NVA and factor income allowed to better remunerate the basic
production factors. Total employee remunerations rose from CZK 18.8 billion in 2003 to 
CZK 11.2 billion in 2004. Together with a decline in the number of employees this was reflected in
a relatively significant increase in average agricultural wages and in a reduction of the gap between
average agricultural wage and the average wage in national economy (see Chapter 7 for more
details). Expenditure for ground rent and other real estate rent increased as well, by CZK 224 million
between 2003 and 2004. 

As the increase of expenditure connected with production factors was substantially lower between
2003 and 2004 (employee remuneration grew by 1.7 %, total rent by 26.5 %, taxes on production by
7.1 %), a major part of net value added together with the so-called other production subsidies went
to profit. According to preliminary EAA results it amounted to almost CZK 8.6 billion in 2004,
which is an increase by more than CZK 11.0 billion compared with 2003. Total paid subsidies
covered by the EAA amounted to CZK 12.2 billion in 2004. Of this, direct payments included in
basic prices of agricultural products amounted to CZK 5.1 billion and other production subsidies to
CZK 7.1 billion. It is clear that both these types of supports covered the entire profit as well as a part
of the reimbursement of production factors.

Results of agricultural enterprises

Preliminary FADN data obtained from a sample of farms confirm a significant positive turn in the
economic results of agriculture in 2004. It is documented by the development of net value added,
operational subsidies and income from farming, which are indicators that are established according
to an EU methodology.
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Graph 1 illustrates the development of net value added in individual business types of agricultural
enterprises, in different size groups of enterprises of natural persons and from a regional point of view.

Graph 1 - Net value added from agricultural activities according to FADN 

(a standard output according to EU methodology)

Source: FADN sample survey

Net value added from agricultural activity expressed per ha of agricultural land increased for all
categories of farms in 2004. The average increase relative to 2003 amounted to 58 %. As regards the
main forms of enterprises of legal persons, the highest increase was experienced by co-operative
farms and in the case of natural persons by farms with an area from 51 ha to 100 ha of agricultural
land. From the viewpoint of examined regions4 (average data for all types of enterprises), the greatest
increase in NVA between 2003 and 2004 took place in the case of farms located in other than
mountain LFAs, followed by farms located partly in LFAs, farms in mountain LFAs and farms in
regions with intensive production.

For all examined groups of farms, there was a significant increase in the NVA per annual work
unit (AWU). In 2004, this indicator amounted in average to 314 000 CZK/AWU as compared with
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4 Mountain area - farms with more than 50 % of ag. land in LFA; other than mountain LFAs - farms with more than
50 % of ag. land in LFAs, if not meeting the condition for classification in mountain area; farms with land partly in
LFAs, if they do not meet the conditions for some of the previous two areas; farms without land in LFAs - in the
socalled intensive production areas.



183 000 CZK/AWU in 2003 and so it rose by 72 %. In both years, the highest values of this indicator
were achieved by medium-sized and, in particular, big enterprises of natural persons (for instance,
for enterprises with an area above 300 ha it amounted to CZK 429 000 in 2004) and also by limited
liability companies (CZK 383 000 in the same year). These enterprises are characterised by 
a relatively low output per hectare of agricultural land, low representation of animal production and
a very low number of AWU per 100 ha of agricultural land. The lowest values of the NVA/AWU
indicator were in both years reported for small enterprises of natural persons (for instance just CZK
202 000 for farms with not more than 50 ha of ag. land) and it was relatively low also for joint stock
companies and co-operatives (CZK 303 000 and CZK 304 000, respectively), which are enterprises
with a more intensive agricultural production characterised in particular by a higher proportion of
animal production which is more labour intensive.

Graph 2 - Net value added from agricultural activities per annual work unit 

(a standard output according to EU methodology)

Source: FADN sample survey

As regards the different areas examined, the value of the NVA/AWU indicator was quite similar,
slightly below average, for all categories of enterprises with land in LFAs. For enterprises farming
in intensive production areas, the value of the indicator was above-average (CZK 350 000).

The development of subsidies of operational type significantly strengthened the income situation
of agricultural enterprises. Their development in 2003 and 2004, expressed per ha of agricultural
land, is shown in Graph 3.
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Graph 3 - Operational subsidies for agricultural activities 
according to FADN (a standard output 
according to EU methodology)

Source: FADN sample survey

Depending on the legal form of enterprises, subsidies in 2004 ranged from 3 717 CZK/ha of ag.
land (enterprises of natural persons with an area above 300 ha of ag. land) to 4 767 CZK/ha of ag.
land (co-operative farms). From the viewpoint of less-favoured and favoured areas, subsidies per
hectare of agricultural land decline from mountain areas to intensive production areas. In average
subsidies amounted to 4 659 CZK/ha of ag. land in 2004 growing by 2 117 CZK as compared with
2003.

Final economic result of agriculture from the viewpoint of a standard FADN output according to
an EU methodology is expressed by income from agricultural activity. As distinct from previous
year, this indicator was positive for all examined groups of enterprises in 2004 (Graph 4).
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Graph 4 - Income from agricultural activity according to FADN 
(a standard output according to EU methodology)

Source: FADN sample survey

The average income from agricultural activity amounted to 2 424 CZK/ha in 2004, ranging for
individual types of enterprises from 1 965 CZK/ha (joint stock companies) to 7 685 CZK/ha (natural
persons with an area of 5-50 ha of ag. land). From the viewpoint of areas with different
representation of LFAs, the differences were not significant. Above-average income from
agricultural activity per hectare of farmed land was achieved by the enterprises of natural and legal
persons in intensive production areas and mountain areas. Agricultural policy after the Czech
Republic's accession to the EU thus contributed also to more even economic results of agricultural
enterprises throughout the country.

A conclusion can be made that the indicators of economic results derived from the FADN by
individual categories of enterprises are greatly in accordance with the sector's economic result
according to EAA. Both these sources of data reflect a relatively high level of final economic result
of Czech agriculture in 2004. The FADN data at the same time show existing differences between
the examined categories of enterprises. These differences are related not only to business form, size
group or regional classification, but also to different levels of progress in restructuring. The starting
financial situation for all groups of enterprises is much more favourable for the upcoming period
than in the past years. It is clear that the Czech Republic's accession to the EU has had a positive
effect on these developments.
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3 Agri-food foreign trade 

The „trade map“ of Europe has been changed by the emergence of the single market of EU 25
starting from 1 May 2005. For the agri-food foreign trade (AFT) of the Czech Republic, this in
average brought improved conditions of trade with EU 15 and increased protection of the domestic
market against the so-called third countries. However, basic trends of the Czech AFT in the first year
of the Czech Republic's membership of the EU5 roughly correspond with its development after 1993,
which has been characterised by a continuous growth of turnover, faster growth of the value 
of exports than of the value of imports reflected in a growing trade deficit, and a stagnation or
deterioration of terms of trade as a result of different structure of exports and imports in terms 
of goods and prices. However, a year?on?year upsurge of turnover of the Czech AFT, in particular
within EU 25, has been important.

In the first year of EU membership, the value of agri-food exports grew by 31.9 %, while the value
of imports rose by 20.0 %. The growth of the total AFT turnover is undoubtedly a consequence of
the Czech agricultural sector's integration into the EU single market. The negative balance of the
AFT decreased by CZK 309.6 million (by 1.1 %), the rate to which agri-food imports are covered
by agri-food exports improved from 64.1 % to 70.4 %.

In terms of territorial structure, the AFT turnover increased in particular with EU countries.
Exports to EU 15 increased by 54.5 % and to new Member States by 32.5 %. At the same time,
imports from EU 15 increased by 41.4 % and those from the new Member States by 28.8 %. The
share of EU 25 in total agri-food exports increased from 80.1 % to 86.7 % and its share in total agri-
food imports rose from 78.8 % to 90.3 %.

Before EU accession, the proportion of products with higher added value in Czech agri-food
exports was lower than their proportion in imports and that proportion declined further in the first
year of our membership. While in 2003/04, goods with higher added value accounted for 56.0 % of
the value of Czech agri-food exports, in 2004/05 this proportion declined to 53.8 %.

Graph 5 shows the year-on-year balance development of the Czech AFT for selected commodities
and commodities groups. The greatest increases were recorded for sugar (by CZK 3 573.9 million),
live cattle (by CZK 1 396.8 million) and for pigs (by CZK 491.3 million). Liabilities by 
CZK 228.4 million for rapeseed was changed to asset (by CZK 499.1 million ). On the other 
hand the greatest liability rising was recorded for pigmeat (by CZK 2 706.8 million), wine 
(by CZK 1 091.6 million) and for beef (by CZK 577.9 million).

The extraordinary increase in the value of live animal exports represents an export of products
with low added value, which was accompanied by a significant increase in the imports of meat, i.e.
a product with higher added value. Live cattle, for the most part fattening cattle, accounted for the
greatest part of the increase in live animal exports. From the viewpoint of short-term effects, this
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response of Czech producers (and traders) was a rational one, but it may potentially endanger the
development of multifunctional agriculture in the Czech Republic in the future period. The export of
live pigs was driven by relatively high export prices (by about a third higher than in the previous
period), while import prices of live pigs declined by a half compared to previous year, probably 
as a result of increased imports of animals for fattening. 

Graph 5 - Balance of Czech agri-food foreign trade for selected commodities 

(periods: May 2003 - April 2004 and May 2004 - April 2005, CZK million)

In view of the allocated production quotas, sugar exports amounting to 231 000 tonnes in the year
of 2004/05 will supposedly not be repeated in such quantities in future years.

The year-on-year increase in the value of milk and milk product exports was achieved largely
through increased exports of goods with lower added value (including raw milk), while, for instance,
the exports of cheese stagnated. On the other hand, relative to previous year, the highest increase in
the value of imports was achieved for cheese and yoghurts. Given the concurrent growth of Czech
exports of certain dairy products, the balance of the AFT for this group of products remained
virtually unchanged. 

Of the changes that lead to a deepening of the Czech AFT's deficit in the first year of membership
in the EU, the significant deterioration of the balance of foreign trade in meat in total deserves the
greatest attention. Imports of pigmeat accounted for a major part of this development as they grew
by CZK 3.6 billion. The upsurge of imports, particularly of pigmeat, is caused by increased imports
of cheaper types of meat designed primarily for processing into meat products.
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Of the other commodities, the balance of foreign trade in beverages and spirits is worth noting,
as it had been always positive during the entire history of Czech foreign trade, primarily thanks to
beer exports. In the first year of our membership of the EU, the Czech Republic for the first time
experienced a deficit of CZK 1.3 billion, which represents the second most significant deficit of all
commodities. The greatest increases in imports took place for wine (by CZK 1.1 billion) and for
spirits with alcohol content below 80 % (by CZK 1.0 billion). 

A marked increase in the value of imports of commodity group „fruit and nuts“ was caused almost
entirely by increased imports of bananas (an increase by 82 % in weight terms, of which, however,
almost three quarters were re-exported). As a result of entry to the EU, import duties were imposed
on the imports of bananas6 from certain territories and an expected increase in import prices took
place (by 28.6 %). 

In general, it can be stated that accession to the EU has caused increased dynamics of the Czech
AFT on the part of exports as well as imports, in particular within the EU 25. Increasing exports of
products with lower added value with a concurrent growth of imports of products with higher added
value remain to be a problem, as this is one of the causes of the growing deficit of the Czech AFT.

4 Situation on agricultural market

In 2004, agricultural output in current price terms grew by 21.2 % relative to 2003 (of which crop
output increased by 39.3 % and animal output by 5.3 %). At the same time, average level of farmgate
prices grew by 8.1 % compared to 2003. The average farmgate price of crop products rose by 11.6 %
and that of animal products just by 6.2 % in 2004. Average prices of agricultural inputs grew by 
6.8 % in 2004 relative to previous year. In relation to the growth of farmgate price, the terms of trade
on agricultural market improved by 1.2 %. The improvement of terms of trade on agricultural market
has also been a consequence of the changes triggered by the Czech Republic's accession to the EU.

13
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Cereals

Cereals belong among the commodities, for which the accession to the EU and to the common
market organisation (CMO) brought a significant change in the system of intervention. 

A surplus of demand over supply with a subsequent reduction of final stocks in the marketing year
of 2003/04 caused an increase of cereal prices immediately after the 2003 harvest and continued to
affect prices until the 2004 harvest. Favourable weather in 2004 was the main cause of increased
production of cereals in the marketing year of 2004/2005, as compared with the previous year, not
only in the Czech Republic, but in most countries of EU 25. The expectation of bumper crop in 2004
brought down the price of cereals in most major cereal producing countries of EU 25 already during
harvest.

New Member States experienced a higher increase of production compared to previous year (total
cereals by 43.4 %, of which wheat by 55.6 %) than the countries of EU 15 (total cereals by 20.2 %,
of which wheat by 21.9 %). In the Czech Republic, the production from 2004 crop was for cereals
52.4 % higher and for wheat 91.2 % higher than in 2003. Average hectare yield of cereals in the
Czech Republic rose from 3.95 t/ha in 2003 to 5.46 t/ha in 2004. 

An increased need to export cereals, in particular wheat, encountered insufficient demand in
surrounding countries, which had been a usual destination for the exports. The intervention system
of the CMO is essentially not able to cope with such level of surplus production. It is primarily due
to insufficient storage capacities for cereals bought into intervention. Similar problems occurred also
in Austria and Hungary and even before the launch of intervention buying they resulted in a joint
request to the European Commission for assistance to resolve the situation.

In the course of March and April 2005, the European Commission adopted extraordinary
measures7 to reduce the surplus supply of cereals with the aim to stabilise price. Within an
extraordinary tender for the sale of wheat from intervention stocks, offers of the Czech Republic for
170 000 tonnes were accepted by 28 April 2005.

In spite of the above problems, the overall economic conditions of cereal growers were very
favourable, primarily thanks to increased supports. For the main types of cereals, the terms of trade8

for growers improved by more than 50 % compared to previous year.
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7 Announcement of a permanent call for tenders for export of 300 000 tonnes of common wheat in the possession of
the Czech intervention authority in a weekly cycle with a deadline of 23 June 2005. Extension of the deadline for the
delivery of cereals for intervention to seven months from the submission of offer, at the latest to 31 July 2005 and a
transitional measure to finance the storage of cereals offered for intervention buying.

8 Terms of trade for growers = [(farmgate price + direct subsidies)/costs]*100.



Sugar beet - sugar

In the sector of sugarbeet and sugar, very good results were achieved in 2004. In comparison with
2003/04, the average sugarbeet yield in the Czech Republic rose by 7.6 % to 50.46 t/ha9 in 2004/05,
primarily thanks to favourable weather. White sugar yield reached 8.03 t/ha, i.e. an increase by 15.7 %
compared to previous year.

The transition to the sugar CMO brought the introduction of high EU institutional prices
(minimum and basic price of sugarbeet, intervention price of sugar). Hence, prices of sugarbeet and
sugar increased substantially after the Czech Republic's accession to the EU.

Relative to previous year, the average farmgate price of sugarbeet from the 2004 harvest increased
by 60.3 % to 1 521 CZK/t. Average producers` price of granulated sugar in the period from May
2004 to the end of March 2005 was 20.8 % higher than in the same period of the previous year and
amounted to 21.53 CZK/kg.. 

According to the terms of trade indicator, the conditions for domestic sugarbeet growers improved
substantially in 2004/05 in comparison with the preceding year (by 83.7 %), among others thanks to
direct payments (65.58 CZK/t).

Oilseed rape

From the growers' perspective, the year of 2004 was a successful one. In total, 934 700 t of
rapeseed were harvested (in 2003 only 387 800 t) and the production increased by 141 % as
compared with 2003. The hectare yield amounted to 3.60 t in 2004 (1.55 t/ha in 2003). Average
farmgate price in the period May 2004 to March 2005 amounted to 6 516 CZK/t and hence declined
by 21.8 % compared to previous period. The decline was compensated by direct payments (SAPS
and TOP-UPs, in total 919.2 CZK/t). The price decline in 2004 was affected by a high domestic
production of rapeseed, speculative imports of cheap rapeseed especially from Slovakia, low volume
of export and abolition of subsidies for the production of rapeseed oil methyl ester. Although the
foreign trade balance for the period May 2004 to March 2005 is positive, more than 300 000 t of
rapeseed still remain in stocks. The Czech Republic's accession to the EU has not affected the supply,
demand or price development for rapeseed. Terms of trade for oilseed rape growers improved by
65.04 % compared to previous year, which makes oilseed rape a highly profitable commodity.

Maincrop ware potatoes

The production of maincrop ware potatoes in total amounted to 551 300 t in 2004, i.e. 104 300 t
more than in 2003. High crop combined with imports of cheaper potatoes resulted in a drop of
average domestic farmgate price (September 2004 to March 2005) by 3 835 CZK/t compared to the
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same period of the previous year, down to 2 789 CZK/t. Farmgate price of maincrop ware potatoes
thus begins to approach that in EU 5 (France, Germany, UK, Belgium, the Netherlands), where the
average price amounted to 2 058 CZK/t in the same period.

Domestic prices have been affected by prices on foreign markets for a long time. Maincrop ware
potatoes imported from EU countries (often washed and packed) are of a higher quality and cheaper.
In spite of high domestic production, potato imports did not decline in the year of 2004/05. Over the
examined period, 70 400 t of ware potatoes were imported and 19 200 t were exported.

In spite of direct payments (SAPS, TOP-UP - in total 137.9 CZK/t), the terms of trade for potato
growers deteriorated by 96 % compared to previous year due to the decline of farmgate price and it
is likely that they will have an effect on farmers' decisions concerning the future growing of this crop.

Milk

The market in milk and milk products in the Czech Republic in the first year of EU membership
can be characterised by a continuous growth of average farmgate price of milk, regional differences
in the availability of raw milk and growing pressure on processors to cope with the impact of
growing farmgate price. Adoption of the CMO for milk and milk products and an expansion of the
competitive environment after accession have been the main factors that caused this situation.

Average domestic prices of industrial producers in the period May 2004 to March 2005 were from
3.5 % (Edam cheese, 45 % fat) to 17.2 % (whole-fat milk powder) higher than in the same period of
the previous year.

The favourable development of domestic industrial producers' prices for main dairy products was
especially at the beginning of the examined period affected by minimum stocks of milk powder and
butter before EU accession (in an effort to avoid sanctions for excessive stocks), reduced domestic
production of bulk products (milk powder, butter), maintained existing volume of cheese production
(a consequence of more difficult conditions for obtaining export refunds), the possibility to market
products with higher added value on EU markets and a growth of industrial producers' prices on
foreign markets.

During the period under examination, regional differences occurred in the availability of raw
material for processors. Differences in the farmgate price of milk between the Czech Republic and
neighbouring countries in April 2004 (in Germany the farmgate price was about 7 % higher, in
Poland by about 29 % lower and in Slovakia slightly lower than in the Czech Republic) lead to sales
as well as purchases of raw or pre-processed milk outside of the Czech Republic (sales to Germany,
buying in Poland and Slovakia). As a consequence of this situation, there were higher transfers of
raw material within the country and a shortage of milk for processing in south-western Bohemia.

The more busy trade with raw material and an increased interest of processors in this commodity
were among the main factors, which affected the growth of farmgate price of milk in the Czech
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Republic. An increase of the average farmgate price of milk for the period May 2004 to March 2005
by 5.7 % as against the comparable period of 2003/2004 induced an interest of farmers in milk
production. In the second half of 2004, a decline in dairy cow numbers slowed down and the national
reference quantity for deliveries was used to 99.7 % in the 2004/05 quota year.

Terms of trade for milk producers were favourable in the calendar year of 2004, primarily due to
the availability of direct payments amounting to 0.44 CZK/l, and improved by almost 2 % compared
to previous year.

Beef

Farmgate prices of slaughter cattle have been rising quite distinctly after 1 May 2004. The greatest
increase was recorded for the category of slaughter cows. Prices in the period from 1 May 2004 to
30 March 2005 were in average 33.3 % higher than in the same preceding period (the prices
increased from 20.8 CZK/kg of live weight to 27.73 CZK/kg of live weight). For the category of
slaughter bulls and heifers, the average farmgate price grew by 7 %. The average farmgate price for
all categories of slaughter cattle increased by 12.8 %, which was for the most part caused by
declining cattle slaughters in domestic slaughterhouses and an increase of cattle exports. Cattle
exports in the period from 1 May 2004 to 30 March 2005 amounted to 30 397 t of live weight, which
was 2.5 times more than in the period from 1 May 2003 to 30 March 2004. Exports of fattening cattle
after accession to the EU amounted to 11 715.7 t, i.e. twice the quantity during the same preceding
period. A marked increase of exports was recorded also for calves (1.6 times more than in the
preceding period).

In comparison with 2003, the terms of trade for slaughter cattle producers deteriorated slightly
(by about 2 %) in 2004. The deterioration was caused primarily by estimated higher costs in cattle
fattening, which were not completely offset by an increase of supports for slaughter cattle (from 2.87
to 4.93 CZK/kg of live weight).

Pigmeat

The developments on Czech market in pigmeat in 2004 included a decline of domestic production
(by 5.4 %) as well as a decline of pig numbers, a growth of imports and exports and an increase of
farmgate price for slaughter pigs. Average farmgate price for slaughter pigs in the SEU grades in the
period from 1 May 2004 to 30 March 2005 amounted to 32.11 CZK/kg of live weight and was 
2.3 % higher than in the same previous period. The price level was affected by growing imports of
cheaper types of pigmeat and generally also by the average price of this commodity on European
markets, especially in EU countries.

The Czech Republic's accession to the EU influenced the domestic market in pigmeat primarily
as concerns farmgate prices of slaughter pigs and foreign trade. Prices of slaughter pigs have been
growing substantially from June 2004 and for the period May 2004 to March 2005 they were above
the average price of EU 25.
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Imports and exports of pigmeat as well as live pigs experienced a growth following the abolition
of customs barriers after accession to the single EU market. Processors increased imports of cheaper
types of meat designed primarily for processing into meat products. Total imports of live pigs and
pigmeat from May 2004 to March 2005 amounted to 112 000 t in live weight terms while 59 900 t
were exported. Imports of pigmeat in the period from May 2004 to March 2005 were almost five
times higher than exports. Terms of trade for producers of fattening pigs improved by almost 5 %
relative to 2003, particularly thanks to rising farmgate prices.

Poultry meat

Compared with 2003, the production of slaughter poultry increased by 2 % in 2004 to 310 200 t
of live weight. Farmgate price of slaughter chicken increased by 4 % during the examined period,
but the accession to the EU has not had a major effect on this growth.

For poultry meat, the Czech Republic's accession to the EU was reflected primarily in foreign
trade, where the trade turnover experienced an upturn in the period from May 2004 to March 2005
and the exports as well as imports of poultry meat and poultry were growing. The negative balance
of foreign trade under this CN heading was slightly reduced after conversion to live weight terms. 
In comparison with 2003, terms of trade for the producers of slaughter chicken worsened slightly in
2004 (by approximately 1 %), which signals possible problems for producers in the future due to
expected dynamic growth of costs on the one hand and insignificant growth of farmgate prices for
slaughter chicken on the other.

5 Economic results of processing sector

According to preliminary data for food industry10, its economic results in 2004 were in general
positively affected by accession to the EU and a higher level of production in agriculture. This
applies primarily to the processors of crop commodities. The accession to EU 25 opened a much
bigger market for the purchase of raw materials and also for sales.

However, food industry suffered from adverse price developments in 2004. Prices of inputs
increased substantially compared with 2003 (farmgate prices by 8.1 % and prices of fuels, depending
on type, by 7.2 % to 13.8 %). However, a pressure from distribution chains did not allow the food
industry to reflect in its prices the increased prices of inputs. The prices of industrial producers of
food and beverages increased by 5.4 %. Even in the above environment, the sector's economic results
experienced a positive shift in 2004. 
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The profit of food sectors processing agricultural raw materials

In 2004, the profit before tax recorded for food enterprises with 100 and more employees11

increased by CZK 1.2 billion relative to 2003. While in 2003, the food processors' profit before tax
amounted to CZK 11.0 billion, in 2004 it amounted to CZK 12.3 billion, which represents an
increase by 10.9 %. Food industry created accounting added value of CZK 46.5 billion during the
examined period, which is an improvement by CZK 2.5 billion, i.e. 5.6 %, compared to previous
year.

With a share of 53 %, the production of beverages accounted for the greatest part of the food
industry's profit before tax (it accounted to 34 % of the sector's accounting added value).

The production of other food products represented for the most part by sectors with higher
degrees of processing of agricultural commodities accounted for 29 % of the food industry's gross
profit and for the greatest share of accounting added value (35 %).

The remaining sectors of food industry or their aggregations accounted for just 18 % of gross
profit in 2004, which suggests that the contributions of individual sectors to the total food industry's
profit before tax are highly uneven. Similar differences between sectors occurred also in previous
years. Individual sectors accounted for the following shares of gross profit:

- production of meat and meat products, including poultry and fish: 4 %
- processing of fruit, vegetables and potatoes and the production of oils and fats: 1 %
- milk processing and production of milk products: 6 %
- milling and starch production: 2 %
- production of feedingstuffs: 5 %.

The contributions to accounting added value are somewhat more evenly distributed. Production
of beverages and the production of other food products together accounted for 69 % of accounting
added value in 2004. The remaining sectors or their aggregations accounted for 31 % of accounting
added value in 2004, with the following shares:

- production of meat and meat products, including poultry and fish: 13 %
- processing of fruit, vegetables and potatoes and the production of oils and fats: 2 %
- milk processing and production of milk products: 9 %
- milling and starch production: 2 %
- production of feedingstuffs: 5 %.
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The graph below shows a comparison between 2003 and 2004 for profit before tax and accounting
added value. 

Graph 6 - Profit before tax and accounting added value of food industry in 2003 and 2004 (CZK million)

Source: CSO - calculated from P 3-04 report from enterprises with 100 and more employees

The accounting added value of food enterprises with 20 to 99 employees increased slightly for
most sectors compared to previous year. For the food enterprises in this groups, the accounting added
value amounted to CZK 11.8 billion, which was 5.7 % more than in the previous year. This growth
dynamics is almost the same as for food enterprises with 100 and more employees. However, for
enterprises with 20 to 99 employees, the total volume of accounting added value is substantially
lower.

Employment and development of wages

Number of employees in enterprises with 20 and more employees declined by 2.4 % to 111 000
persons in 2004. Growing competition within EU 25 will also in future years lead to cuts in work
force, particularly in sectors at the lower stage of processing of agricultural raw materials, and the
production will continue to concentrate.

The so-called „production of other food products“, an aggregation of sectors, accounting for 39.1 %
of total employment in food industry continues to employ the highest number of employees within
the food industry. Within this group of sectors, the production of bakery products and pastry employs
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the greatest number of persons. It accounts for 64.7 % of total employment within this group and
provides employment opportunities virtually in all regions of the country.

The production and processing of meat accounting for 20.8 % of total employment in food
industry is the second most important sector in terms of number of employees. 

In 2004, the average nominal monthly wage in food enterprises with 20 and more employees
(CZK 15 300) equalled to 87.4 % of average nominal monthly wage in industry (CZK 17 500).
Compared with 2003, wages in food industry increased by 5.2 %.

Production of vegetable and animal fats and oils ranked among sectors with the highest average
nominal monthly wage in 2004 (CZK 19 700). The sector is characterised by a high concentration
of production and an increased involvement of foreign capital. The lowest average nominal monthly
wage within food industry was recorded in the production of meat and meat products, including the
processing of poultry (CZK 13 800 in 2004).

The highest increase in average monthly wage compared to 2003 took place in the production of
beverages (an index of 107.6). A rise of wages in the segment of mineral waters (an index of 108.1)
and in beer production (an index of 107.6) contributed significantly to this development. An increase
in production results primarily from growing beer exports.

In summary it can be stated that the economic results achieved in food industry in 2004 confirm
that accession to the EU took place without a reduction of profit in the major part of food industry.
Profit before tax (for enterprises with 100 and more employees) increased by 10.9 % compared with
previous year. Great differences exist between profits in different sectors and especially the
processors immediately downstream of agriculture, faced with domestic as well as foreign
competition, will have to proceed with restructuring and cuts in capacities. The restructuring will be
reflected also in a shrinking employment with a positive effect on the growth of labour productivity
and wages.

6 Impact of accession on the development of food 
consumption, consumer prices and the structure of 
household expenditure

Development and structure of household incomes and expenditure
Compared with 2003, net money incomes of Czech households increased by more than 4 % in

2004 (an estimate12). The increase was higher between 2002 and 2003 when it amounted to 5.3 %.
Incomes of farmers' households experienced the fastest growth (by more than 7 %), followed by
households of self-employed (by more than 5 %), while the incomes of pensioners' households grew
the least (approximately by 2 %). Despite increased incomes of farmers' households (their greatest
increase took place in the last quarter of 2004, when compared with the same period of 2003), the
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incomes of this group equal to just 90 % of the incomes of average reporting household. In
comparison with 2003, when the same indicator amounted to 87 %, the income disparity was
reduced by 3 percentage points. Also net money expenditure of Czech households rose by more than
3 %, with the highest increases taking place in farmers' households and households of self-employed
(approximately by 5 %). Hence, net money incomes grew faster than net money expenditure in all
types of households (with the exception of pensioners' households).

The share of expenditure for foodstuffs, beverages and tobacco in total household expenditure in
the Czech Republic has been declining for a long time. This is true also for the estimates for 2004,
when this indicator declined by about 0.4 percentage point (to 24.1 %). In spite of this, the figure is
still far from the level in EU 15 (the average for EU 15 was 16.4 % in 2002). 

Development of consumer prices

Following accession to the EU, customs duties ceased to be applied between the new Member
States and EU 15 and mostly higher customs duties have begun to apply to trade with third countries.

Following a two-year decline, consumer prices of foodstuffs and non-alcoholic beverages
increased by 3.4 % in 2004, which is by 0.6 percentage point faster growth that the total increase of
prices for goods and services. In most new Member States, the increase of prices was faster.

The development of consumer prices for most foodstuffs reflected among others an increase of
farmgate prices (by 8.1 % compared with 2003) as well as of industrial producers' prices (by 5.4 %),
which are, after accession to the EU, more markedly affected by price developments on the single
market. However, the increase of consumer prices for foodstuffs was lower than that of farmgate
prices and industrial producers' prices.

Compared with 2003, prices of meat and meat products increased by 2.8 % in 2004, of which the
price of pigmeat cuts rose by 6 % and that of beef cuts by 3.8 % (primarily as a result of the growth of
farmgate as well as industrial producers' prices). Consumer prices of poultry were declining for the
most part of 2004 primarily due to increased domestic supply and substantial imports of cheaper
chicken. In spite of that, they rose by 3.7 % compared with previous year. This was caused by the fact
that prices of poultry increased significantly in the 2nd half of 2003 and the decline of prices was taking
place from a relatively high price level. Consumer prices of fish and fish products declined by 2.1 %.

The price of milk, milk products and eggs increased by 3.9 % in 2004. The growth of consumer
prices reflected a decline of supply on the domestic market, increased demand for raw milk from
domestic as well as foreign processors, high prices of milk products on foreign markets and partly
also a growth of costs. Consumer price of liquid milk grew by 4.4 %, prices of cheese in average by
4.1 %, while prices of other milk products as well as evaporated milk and milk powder grew slower
(a growth by 1.6 % or 2.4 % respectively). Although consumer prices of eggs were declining during
2004 (as a consequence of significant increase of cheap imports), they were 13.1 % higher than the
2003 average due to a sharp increase in the 2nd half of 2003.
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Consumer prices of oils and fats rose in average by 4.1 %. While the prices of animal fats
increased (for butter by 11.4 %, for lard by 3.8 %), those of vegetable fats more or less stagnated (an
index of 100.4) and prices of edible oils experienced a negligible decline (by 0.7 %).

Prices of bakery products and cereals increased in total by 10.6 %, which was the most
progressive growth of all examined groups of foodstuffs. Prices of common baked goods increased
the most (by 25.3 %). Price increases for bread, pastry and wheat flour were in the range of 9-10 %,
while the prices of durable baked goods and pasta rose just slightly (by 2.1 % and 3.4 %
respectively). The price „boom“ for rice expected in connection with accession to the EU has not
materialised; the consumer price of rice (in spite of a considerable increase of tariff protection) rose
by just 3.1 %.

Overall increase of prices for sugar and sugar products amounted to 5.3 % in 2004 compared to
previous year. The increase of consumer prices of sugar by 23 % was a result of higher institutional
prices of sugarbeet and sugar on the single EU market. In spite of the higher price of sugar, the prices
of chocolate sweets rose by mere 0.6 % and the prices of non-chocolate sweets even declined by 
0.7 %. More significant price growth took place only in the case of confectionery (by 5 %).

Prices of fruit and fruit products increased only slightly in 2004 (by 2.5 %). The price increase
for temperate zone fruit and southern fruit was negligible (by 0.7 % and 1 % respectively). For fruit
products, the price level remained the same as in the previous year, while the prices of dry fruits rose
by almost 22 % in connection with a sharp upturn of import prices.

A reduction in prices of vegetables and vegetable products was caused by a 7.7 % decline in
prices of fresh vegetables, which was caused by a surplus supply on the domestic as well as the
single EU market and by imports of cheap vegetables. Prices of vegetable products and frozen
vegetables experienced a less marked decline. Consumer prices of potatoes remained virtually
unchanged in 2004 (a decline of 0.8 % compared with 2003).

When analysing price development, it needs to be kept in mind that consumer prices of foodstuffs
are a result of the work of numerous factors. Next to the level of farmgate and industrial producers'
prices, the prices of foodstuffs are significantly affected by the development of prices of non-food
goods and services, the development of population's purchasing power, the development of prices on
the world as well as domestic commodity market for raw materials and products, the level of import
prices, the exchange rate developments and last but not least by the trade policy and fierce
competition among multinational retail chains. Especially the last factor is beginning to play a still
greater role in the development of food prices. The consequences of such commercial policy had
been manifested on the Czech food market for a number of years before the Czech Republic's
accession to the EU. Therefore, consumer prices of foodstuffs did not experience sudden marked
changes after EU accession.

23



Development of food consumption

Total food consumption in constant price terms remained virtually unchanged in 2004 when
compared with 2003. According to a qualified estimate, the consumption of foodstuffs of plant origin
rose by less than 2 %, while the consumption of foodstuffs of animal origin declined to about the
same extent.

Marked changes in consumption of individual foodstuffs were not recorded when comparing
annual per capita consumption in individual quarters of 2004 with that during 2003. A marked
increase of consumption in the second to fourth quarter of 2004 (after accession to the EU) occurred
for sugar (approximately by 12 to 22 % as against 2003), and moderate increases took place for fresh
fruit, vegetables, poultry and cheese. On the other hand, in the same period consumption declined
more significantly in the case of southern fruit (by approximately 5 %) and slight declines occurred
also in the case of beef, pigmeat and liquid milk.

Total meat consumption experienced a negligible decline in 2004, with a significant decline in the
consumption of beef. On the other hand, there was an increase in the consumption of poultry.
Consumption of milk and milk products increased by 3 % relative to 2003, primarily as regards the
consumption of natural cheese, quark and canned milk. The consumption of other milk products
(particularly yoghurts) and liquid milk on the other hand declined. Consumption also rose in the case
of sugar, where population probably laid in stocks in expectation of a substantial increase of prices
after accession to the EU. The consumption of temperate zone fruit, southern fruit and vegetables
also increased. On the other hand, the consumption of eggs, cereal products and potatoes declined.
As regards fats, the consumption of butter and edible vegetable fats and oils grew slightly, while the
consumption of lard stagnated.

A conclusion can be made that net money incomes of households were growing more rapidly in
2004 than consumer prices of goods and services. Net money expenditure increased only slightly
above the level of overall price growth. As the prices of foodstuffs and non-alcoholic beverages were
after some time growing at a higher rate than prices of goods and services, it is evident that
consumers focused their demand generally on lower priced products, which are for the most part
products of plant origin. This is documented by the development of consumption, where the
consumption of animal products declined while the consumption of products of plant origin has been
on the rise. However, this trend has been observed for a longer time and is not caused merely by the
development of prices. Change of dietary habits supported by health education campaigns and
advertising has played an important role in affecting the demand for individual types of foodstuffs.
It is definitely not universally true that an increase in prices leads to reduced consumption and vice
versa. This is documented by often opposing development of price and consumption. The
development of consumption and prices for milk and milk products (especially cheese), poultry and
also fruit can serve as an example. The consumption of these products grew even though their prices
were rising as well.
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Graph 7 - Development of incomes, expenditure and consumer prices (1999 = 100 %)

Accession of the Czech Republic to the single EU market has so far not had a significant effect
on the development of consumption or consumer prices. In view of dynamic changes on the domestic
market after 1995, supply has expanded and the range of products has been extended substantially
and supply exceeds demand. In their struggle for consumers, retail chains are pushed to cut prices.
For quite some time, the supply of foodstuffs in the Czech Republic has essentially corresponded
with that in EU 15. The demand for foodstuffs and their consumption have adapted to these changes
still before the Czech Republic's accession to the EU. 
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7 Signals of changes in the social situation of farmers

Monitoring and assessment of the impact of the Czech Republic's accession to the EU on the
social position of farmers (on changes in agricultural employment, on socio-demographic structure
of human capital in agriculture, on farmers' income levels and the situation on agricultural labour
market) is generally limited by the fact that response in the social area tends to come with some delay
after changes in the economic area. Besides, an important fact is that social changes do not tend to
reflect precisely just economic processes, but reflect also other, often opposing processes with 
a different development in time (among others persisting patterns of „social“ behaviour of managers
in employment strategies, entrepreneurial passivity of farmers, lack of interest of young people in
the work in agriculture, considerably regressive age structure of farmers}. The period after accession
to the EU can not be considered sufficiently long to allow manifestation of major changes on
agricultural labour market and in the social standing of workers in agriculture. Changes which took
place in the social sphere of agriculture between 2003 and 2004 therefore do not need to represent 
a direct consequence of accession to the EU.

The following conclusions result from a year-on-year comparison between 2004 and 2003:

- Employment in agriculture (without workers in game management and related services) declined
by 4.7 % down to approximately 141 000 persons (preliminary figure) and the rate of decline was
similar to that between 2002 and 2003 (then by 5.1 %). The reduction of agricultural employment
has been a long term trend throughout the entire transformation period and the number of workers
in agriculture shrank by almost 400 000 persons between 1989 and 2004, i.e. to about one quarter
of the initial number.

- The share of agriculture (without workers in game management and related services) in the
employment in national economy has not experienced significant change in 2004 (it declined to
2.9 %, 0.1 percentage point less than in 2003).

- Employment in co-operative farms declined the most (by 2 percentage points down to 26.2 % of
total agricultural employment), while there was an increase in the share of workers in enterprises
of natural persons (by 1.1 percentage points to 21.4 %) and in corporate farms (by 0.9 percentage
points to 52.1 %). This has been again a long-term trend accompanying the transformation
process in agricultural sector.

- From the viewpoint of occupational position, employees are the most numerous group of workers
in agriculture (including game management and related services) and the year-on-year
development has been characterised by an increase in the share of employees (by 2.8 percentage
points to 71.2 %) and a decline in the share of members of co-operatives (by 1 percentage point
to 12.2 %).

- The share of women working in agriculture has been ranging around 35 % since 1998 (it
amounted to 33.8 % in 2004).
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- Age structure of workers in agriculture continues to deteriorate and even though this time the
year-on-year rate of this development has been slower, almost three fifths of farmers (57.2 %)
were older than 45 years in 2004. Clearly, the ageing of farmers has been a long term trend. 

- The adverse age structure within the sector is evident also when comparison is made with the age
structure of workers in the overall national economy: in 2004, the share of workers older than 
45 years was higher in agriculture than in overall national economy (by 17.5 percentage points),
while the shares of workers in the age category of 15 - 29 years as well as 30-44 years were lower
(by 12 and 5.6 percentage points respectively).

- The situation on agricultural labour market continues to be determined by the fact that agricultural
enterprises, due to a pressure to increase efficiency of production, are reducing the number of
workers and at the same time are creating virtually no jobs outside of agricultural activities, while
rural areas in general offer few employment opportunities. This results in a growth of agricultural
unemployment. The specific level of agricultural unemployment  has continued to grow reaching
7.4 % in 2004 (year-on-year increase by 0.8 percentage points). Overall level of registered
unemployment in the Czech Republic remained stabilised at 10.3 %  .

- Specific unemployment of women working in agriculture reached 10.4 % and was almost twice
as high as the male unemployment (5.8 %). Hence, the difficulties to find jobs on agricultural or
rural labour markets concern to a greater extent women. Employment opportunities for female
work force are declining, women laid off from agriculture face difficulties finding new
employment in rural areas and often end among long-term unemployed.

- Majority of agricultural work force is a wage work force and therefore the level of wages can be
seen as a relevant indicator of social standing of farmers . Average wage in agriculture amounted
to CZK 12 930 in 2004 and experienced a year-on-year increase by 9.9 % (higher than in industry,
which amounted to 7.3 %, as well as in the overall national economy, which amounted to just 6.6 %).
Compared with 2003, the disparity of agricultural wages improved and their level equalled to 
71.7 % of average wage in national economy and 73.9 % of average industrial wage. Real wage
in agriculture experienced a higher increase than that in industry and overall national economy,
but it still amounted to just 89.9 % of the real wage level in 1989, while the corresponding figures
for industrial wage and average wage in overall national economy were 127.2 % and 135.4 %
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respectively. The marked year-on-year growth of profit in agriculture was also reflected in part in
a faster growth of average wage in agriculture as compared with non-agricultural sectors.

Graph 8 - Age structure of workers in agriculture and in the national economy 

(4th quarter of 2004, in %)

Source: Employment and unemployment in the Czech Republic according to results of a work force survey in the 4. quarter of 2004, CSO 2005.
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Graph 9 - Development of the real wage index in selected sectors (in %)

Source: Statistical Yearbook, Federal Statistical Office 1989, Indices of consumer prices and living expenses, CSO 1997 - 2005.

A conclusion can be made that the social standing of farmers is determined primarily by a still
low price of labour within the sector (low level of wages and continuing disparity between
agricultural wages and those in other sectors - the year-on-year development of nominal as well as
real wages could suggest a start of positive changes in farmers' income situation), a gradual
restoration of ownership and user relations to land and agricultural assets (participation in
management and control) and growing problems on rural labour market. The situation on labour
market is affected by a low availability of jobs in rural areas in general, a minimum absorption
capacity of the agricultural labour market (agriculture is creating virtually no new jobs) and by
specific characteristics of agricultural work force (in particular lower level of education and ageing
of the sector influenced also by a small interest of young people to work in agriculture). It can be
foreseen that the above characteristics of social standing, which are a result of long-term
development in the agricultural sector will be still for some time influencing the social position of
farmers and contribute to a delay of possible positive social changes.
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8 Impacts of accession to the EU on agriculture in new member states

This part documents the impact of EU accession in selected countries of central Europe,
particularly as regards: 
- the development of terms of trade between farmgate prices and agricultural inputs,
- changes of income situation of workers in agriculture expressed by the so-called „indicator A“,
- changes in the shares of individual Member States in common agricultural market.

Development of terms of trade between farmgate prices and input prices

To assess the development of these relations in the countries of EU 25, year-on-year changes in
prices are used for a period from October 2003 to October 200416. 

Development of farmgate prices

It is evident from Graph 10 that between October 2003 and October 2004 farmgate prices of all
crop products experienced a significant downturn by more than 5 % and farmgate prices for the
entire group fell by 13.9 %. The greatest drop took place for cereals (by 21.5 %) and vegetables 
(by 16.1 %).

While in the Czech Republic, the year-on-year decline of the farmgate price index within the
period examined was recorded only in September 2004, in EU 15 these prices were declining in
connection with the development of supply and demand from as early as July 2004. Similar
tendencies occurred in Hungary. Farmgate prices in Slovakia responded more flexibly to the
development of supply and demand, similarly as in Germany and Austria.

In animal production, the farmgate price index declined by 2.1 % during the same period. Within
the group of live farm animals, the greatest changes took place for pigs with a year-on-year increase
of farmgate price by 6.4 %, while for the other animals the farmgate prices declined by 7.9 %. Within
the group of animal products, a higher farmgate price index in comparison with previous year was
recorded only for other animal products (5.1 %). In the case of milk, a longer-term trend of farmgate
price decline continued (by about 3 % between October 2003 and October 2004). Farmgate prices
of eggs dropped sharply by 31.5 %.

In general it can be stated that in 21 out of 22 Member States for which data are available farmgate
prices declined between 2003 and 2004. For the 22 Member States, the year-on-year decline
amounted to 8.6 %, with declines in Slovakia, France, Italy, Hungary and the Netherlands ranging
between 9 and 15 %.
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Graph 10 - Year-on-year changes in farmgate prices in real terms for total EU 25

Source: Statistik kurz gefasst 19/2005, Eurostat, (of 14 March 2005).

Development of prices of agricultural inputs

Agricultural inputs are divided to goods and services currently consumed in agriculture (Input 1)
and goods and services contributing to agricultural investments (Input 2).

The „Input 1“ price index remained virtually unchanged between October 2003 and October
2004. This price stability was caused by a decline of prices for plant protection preparations (-1.6 %),
services (-1.2 %) and feedingstuffs (-5.6 %), which was on the other hand accompanied by an
increase of prices for industrial fertilisers (+ 3.6 %) and especially energy and lubricants (+ 13.3 %).

The „Input 2“ price index increased slightly (+ 0.9 %) and thus prices of agricultural inputs (Input
1 + Input 2) in EU 25 rose by mere 0.3 % between 2003 and 2004 and remained below the inflation
rate. However, there were differences among the monitored countries. Situation in Germany and
Austria follows the general trend. In Hungary and Slovakia, the year-on-year index of input prices
declined with accession to the EU. In the Czech Republic, on the other hand, there was a year-on-year
increase in input prices by 3.9 %.

Development of terms of trade

In the past 12 months, the development of terms of trade (TT: real index of farmgate prices/real
index of agricultural input prices) was virtually identical with the development of the farmgate price
index. As can be seen from Graph 11, the highest values of this indicator were recorded in November
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2003 (+ 5.0 %) and subsequently, starting from June 2004, it was gradually deteriorating to the
disadvantage of agriculture reaching - 8.9 % in October 2004.

The less favourable development of terms of trade applies primarily to the countries, where there
is a greater surplus supply over demand. For instance in Hungary, with cereal production twice as
high as normal crop, the farmgate price index declined by 15.3 % by October 2004 and the TT
indicator dropped similarly by 15 %. The situation as measured by this indicator remained virtually
unchanged in Germany, the Czech Republic and Slovakia.

Graph 11 - Year-on-year development of terms of trade for EU 25 

Source: Statistik kurz gefasst 19/2005, Eurostat, (of 14 March 2005).

Development of agricultural incomes (indicator A)

The so-called indicator A is a net value added at factor cost expressed per annual work unit (AWU)
and it is an economic category characterising the income situation of agriculture in international
comparison. To put it more simply, this indicator says how many resources per worker an enterprise
generated to cover basic production factors, i.e. labour, land and capital, and to create profit.

Indicator A rose in 19 Member States (see Graph 12), with the highest growth in most new
Member States. Of the old Member States, a significant increase of income took place in Germany
(+16.6 %), Denmark (+12.2 %) and Luxembourg (+7.8 %). Six Member States experienced a decline
of income with the most significant drop of the agricultural income experienced in Belgium (-8.8 %)
and the Netherlands (-11.5 %).

32



Graph 12 - Year-on-year changes of agricultural incomes (or the indicators A) in EU 25 (2004/2003)1)

Note: With the exception of the Czech Republic, the data are based on the first EAA estimates from December 2004. The figure for the

Czech Republic is based on an estimate using a CSO publication „21 Agriculture“, February 2005.

Source: Statistik kurz gefasst 38/2004, Eurostat (of 14 December 2004).

In the case of the Czech Republic, the resulting sharp increase in the NVA at factor cost per AWU
(+ 68 %) was caused by an extraordinary increase in agricultural production supported further by 
a growth of farmgate prices, increased supports for agriculture and a cut in agricultural work force.

Changes in the position of selected countries on common market

Development of average gross wages and price levels

One year after accession of new Member States to the EU it is clear that considerable differences
persist in basic indicators not only relative to the most advanced countries of EU 15 (Austria has
been chosen as an example), but to a lesser extent also among the new Member States themselves. 

It can be seen from Graph 13 that wages in selected new Member States in 2003 and 2004
equalled to about one fifth of the Austrian wage level (one seventh in the case of Slovakia). Similarly,
a price level characterised by a relation between purchasing power parity17 and exchange rate
amounted to about one third to one half of the level in Austria. 
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Between 2003 and 2004, the differences in all observed countries declined at most by two
percentage points. The real price level in the countries of EU 15 is still about twice as high.

Graph 13 - Development of average gross wage and average price level in selected countries 

in 2003 and 2004 (price level of EU 25 = 100)

Source: Lukas, Zd. (WIIW), Ecosocial forum of Austria (Vienna, 14 February 2005).

Changes in agri-food foreign trade

The impact of accession to the EU of four Central European countries on their agri-food foreign
trade is expressed in terms of coverage of imports by exports (see Graph 14). While for Poland 
as a net agri-food exporter accession to the EU brought a significant strengthening of its position 
of the single EU market, Hungary as still significant agricultural exporter has been losing on that
market. The Czech Republic as well as Slovakia slightly improved their positions.
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Graph 14 - Degree to which agri-food imports are covered by agri-food exports on the common 

market for selected countries in 2003 and 2004

Source: Lukas, Zd. (WIIW), Ecosocial forum of Austria (Vienna, 14 February 2005).

Between 2003 and 2004, changes took place also in a territorial orientation of the AFT of
individual countries. On the export side, all examined countries improved their position on the single
EU market by up to 5 percentage points. As regards imports from Member States to the examined
countries, these increased in the case of Hungary and the Czech Republic, remained at the same level
in the case of Slovakia, and for Poland the share of imports from EU in total Polish imports slightly
declined. For all the examined countries, the trade within EU 25 is of a crucial importance. 
It accounts for 60 % in the case of Poland, more than 70 % for Hungary and the Czech Republic and
for more than 80 % in the case of Slovakia.
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Graph 15 - Changes in the AFT balance of selected countries on the market of EU 25 in 2003 and 2004

Source: Lukas, Zd. (WIIW), Ecosocial forum of Austria (Vienna, 14 February 2005).

The effects of accession to the EU can best be shown on the basis of resulting agri-food trade
balance within the single market of EU 25. It follows from Graph 15 that Poland „benefited“
significantly from accession to the EU as its positive balance of agri-food trade increased more than
two-and-half times. Hungary on the other hand became a „loser“ as its long-term positive balance of
AFT declined by about one third during the same period. The Czech Republic and Slovakia continue
to have a deficit in AFT, which for both countries increased in relation to EU 25.
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Conclusions

After the first year of the Czech Republic's membership of the EU, it turned out that noticeable
changes took place in numerous areas of economy and social life. This is even more true for
agriculture which, unlike other sectors of national economy, is in a quite distinct manner regulated
by common agricultural policy (CAP).

According to the data of the Ministry of Finance of the Czech Republic, our country became a net
recipient from the Union's budget in the first year of its membership of the EU. The net recipient
position was even higher than originally expected. The difference was caused primarily by the fact
that the Czech Republic obtained more EU funding for agriculture and rural areas.

On the basis of Economic Accounts for Agriculture (2nd corrected estimate by the CSO), the
overall profit of agriculture is estimated to amount to almost CZK 9 billion in 2004. The good
economic results of the agricultural sector were caused primarily by a favourable development 
of weather accompanied by a marked year-on-year increase in crop production (by almost 40 % in
current price terms) and still extraordinary year-on-year increase of supports for agriculture 
(an increase by almost 55 %). These two fundamental factors together with a continuing shrinking
of agricultural employment (by 4.7 between 2003 and 2004) and growing farmgate prices (by 8.1 %)
combined with slower growth of input prices resulted in a considerable increase of agricultural
income. However, high crop, in particular of cereals (by more than a half higher than in 2003) and
oilseeds created also problems with sales, accompanied by falling market prices in the last months
of the year.

The effects of EU accession were most pronounced on agricultural market. The rules of single
market applying in the Czech Republic from 1 May 2004 had a fundamental impact on supply and
demand situation for selected commodities with the most marked differences taking place for the
commodities, for which the rules changed more significantly after accession. In any case, the
removal of customs barriers in mutual trade and a higher tariff protection against imports from third
countries had an immediate impact on the competitive position of individual producers and lead to
a more competitive environment.

The value of Czech agri-food exports grew by 31.9 % and that of imports by 20.0 %, which are
year-on-year changes that have not been recorded since the founding of the Czech Republic and are
clearly a result of the Czech Republic's participation in the European customs union. The negative
balance of agri-food foreign trade (AFT) decreased by CZK 300 million (1.1 %), the degree to which
imports are covered by exports rose by almost 6.3 percentage points to 70.4 %, i.e. the mutual
proportion between agri-food exports and imports improved.

The territorial structure of the Czech AFT experienced a noticeable change, as the importance of
EU countries increased further on the side of exports as well as imports. The share of EU 25 in total
Czech agri-food exports rose by 6.6 percentage points in 2004 (to about 90.3 %) and its share in total
agri-food imports grew even by 11.5 percentage points (to approximately 90 %). This continuing
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polarisation which began before entry to the EU is an indisputable evidence of a functioning customs
union and means not only relative, but also absolute decline of trade with third countries.

International comparison with some new Member States also shows that the situation in these
countries is similar with common agricultural market having the greatest weight in Czech and Slovak
agri-food trade. For Hungary, agri-food exports to EU 25 accounted for some 68 % of total agri-food
exports in 2004 and for agri-food imports from EU 25 the figure was 83 %. The same figures for
Poland for the same period amounted to 71 % and 62 % respectively.

An adverse trend of growing exports of products with lower added value and increasing imports
of products with higher added value continued to affect the development of agri-food foreign trade.
As a result, terms of trade between agri-food exports and imports continued to deteriorate due to 
a disadvantageous structure of agri-food exports and imports in terms of goods and prices.

Multinational retail companies are major players on the food market. Due to applied commercial
policy, sudden year-on-year changes in consumer prices of foodstuffs did not occur. On the contrary,
prices of foodstuffs had grown at a much slower rate than other expenditure in the past
transformation period and virtually stagnated in recent years. Contrary to expectations, consumer
prices of foodstuffs and non-alcoholic beverages rose by just 3.4 % even after accession to the EU.

However, the strong position of retail chains brings great difficulties to processors as well as
producers of raw materials for food production, as the obtained industrial producers' prices and
farmgate prices do not provide sufficient scope for preservation of competitiveness. If they wish to
strengthen their position on the market, they must to further concentrate their supply and thus to
arrive at a better bargaining position.

The membership of the EU and access to the single market did not have a significant effect in 
the field of food consumption. The basic trends of the development of consumption as well as the
structure of household expenditure have for a longer time corresponded with the developments in 
the countries of former EU 15. In comparison with the average of EU 15, where foodstuffs account
for one sixth of total household expenditure, in the Czech Republic their share is 24 %.

One year which expired from accession to the EU can not be considered as sufficiently long
period to observe more fundamental changes on agricultural labour market and in the social standing
of farmers. Agricultural employment continued to shrink and the ageing of agricultural work force
continued (almost three fifths of farmers were older than 45 years in 2004). Because average wage
in agriculture grew faster than that in industry and in overall national economy in 2004, the ratio 
of agricultural wage to industrial wage grew from 72.2 % to 73.9 %. Improved economic results of
agriculture thus meant also a more favourable year-on-year development of nominal and real wages
in this sector.

This study documents that already in the first year after accession to the EU Czech agricultural
sector benefited greatly from EU membership. This is confirmed also by an international comparison
of the effect of the hitherto membership on results of this sector in the Czech Republic and other new
Member States.

Indicator A is an indicator of year-on-year change of income from agriculture per annual work
unit (a full-time worker equivalent), which is used by EUROSTAT. This indicator confirms a sharp
year-on-year growth of income from agriculture in most newly acceded countries ranging from 28.3 %
(Hungary) to 73.5 % (Poland). An average year-on-year growth of the indicator A for EU 10 was
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more than 50 %, with the second highest growth of income after Poland taking place in the Czech
Republic (67 % according to the 2nd corrected estimate of Economic Accounts for Agriculture).

Given that supports for agriculture should continue to grow in upcoming years, favourable
situation emerges for resolving some lingering problems, especially high indebtedness of most
enterprises and the lagging of agricultural wages behind those in other sectors. The achieved
economic results allow also to invest more and thus to strengthen for the future the competitiveness
and sustainability of Czech agriculture.
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