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Foreword

This Agricultural Policy Monitoring and Evaluation 2024 report provides up-to-date monitoring and
evaluation of agricultural policies across 54 countries from across the world, including the 38 OECD
countries and the five non-OECD EU Member States, and eleven emerging and developing economies:
Argentina, Brazil, the People’s Republic of China, India, Indonesia, Kazakhstan, the Philippines, the
Russian Federation,” South Africa, Ukraine and Viet Nam. It is the 37th in the series of the OECD
Agricultural Policy Monitoring and Evaluation reports, and the 12th report to include both OECD countries
and emerging and developing economies.

The report provides insights into the increasingly complex nature of agricultural policy and is based on the
OECD’s comprehensive system for measuring and classifying support to agriculture — the Producer and
Consumer Support Estimates (PSE and CSE) and related indicators. These indicators provide comparable
information across countries on the nature and extent of support and serve as a basis for the OECD’s
Agricultural Policy Monitoring and Evaluation. This 2024 report also focuses on the role of policies fostering
innovation for sustainable productivity growth in agriculture.

The report is structured as follows. The Executive Summary synthesises the key findings. Chapter 1
provides a high-level analysis of developments in the level and structure of support to agriculture. A special
section describes sustainable productivity growth and how it can be encouraged, along with examples of
related activities and policies currently in place. Chapter 2 reviews policy developments in 2023-24 across
the countries covered, and reports on the latest data on agricultural policy support by country. The report
then includes individual chapters for each of the countries covered (the European Union, which has a
Common Agricultural Policy, is presented as a single chapter). Country chapters begin with snapshots
containing brief summaries of developments in agricultural policies and support as well as country-specific
policy recommendations. This is followed by more comprehensive descriptions of agricultural policy
developments, including related to efforts towards fostering sustainable productivity growth in agriculture.
The chapter on the European Union also includes a series of snapshots for individual Member States.

The Executive Summary as well as Chapters 1 and 2 are published under the responsibility of the OECD
Committee for Agriculture. The remainder of the report is published under the responsibility of the
Secretary-General of the OECD.

" This report does not contain a country chapter on the Russian Federation, nor any tables with support indicators in
the Statistical Annex. However, aggregate data for the 11 emerging economies and for all 54 countries covered in this
report continue to include those for Russia.
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Executive Summary

Agriculture faces a multitude of challenges

National and international markets for agricultural products continue to be affected by a series of short-
and long-term events, including Russia’s war of aggression against Ukraine, the evolving conflicts in the
Middle East and the increased frequency and intensity of extreme weather events resulting from climate
change. Export restrictions by some countries have put additional pressure on the international trading
system. At the same time intensified farmers’ protests in several countries highlight the economic, social
and political challenges agriculture is facing.

In light of these and other developments, agricultural policies have been both reactive and proactive,
boosting the sector’s capacity to respond to current challenges and aiming to ensure that food systems
are fit for purpose as future conditions evolve. Encouraging innovation has been recognised as critical for
fostering sustainable productivity growth. Different approaches are emerging to increase agricultural
productivity whilst at the same time reducing negative environmental externalities and enhancing
environmental and social contributions of the sector. However, the growth in global agricultural productivity
has slowed. Significant reform or reorientation of support towards general services, including well-targeted
investments in innovation will need to be made to boost robust and sustainable productivity growth. This
year’s Agricultural Policy Monitoring and Evaluation Report assesses what the role of agricultural policies
can be in this context.

Support to agriculture remains high, but declined relative to its 2021 peak

Total support to the agricultural sector across the 54 countries covered by this report averaged
USD 842 billion per year during 2021-23. Transfers to the sector have declined in 2022 and 2023 relative
to their peak in 2021 but remain significantly above those just before the COVID-19 pandemic. Increased
output and continued high prices have boosted the value of production of the sector, helping to reduce the
demand for support. Higher world commodity prices have brought down Market Price Support (MPS) by
USD 28 billion (or 8%) between 2021 and 2023 and budgetary support is down by USD 30 billion (or 10%)
over that same period.

Support to the sector includes transfers to producers (both individually or collectively) and to consumers
of agricultural commodities. The relative composition of support has not fundamentally changed in recent
years as reforms in most countries have stalled. Most support (USD 629 billion on average between 2021-
23) is aimed at individual producers, with over half of the total (USD 334 billion) arising from MPS policies
that lift domestic prices above world prices, and the remaining USD 295 billion in the form of budgetary
support. At the same time, policies in several countries lower domestic prices for some commodities
relative to world prices, generating transfers away from producers averaging USD 192 billion per year in
2021-23. These policies often aim at protecting consumers from high world prices, or at generating border
tax revenues for public budgets, but are as distortive for domestic and international markets as MPS
policies that lift domestic prices.
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Budgetary support to individual producers was provided based on output, input use, area, animal numbers,
revenue or income, or on criteria not related to commodity production. Similar to market price support,
output payments and support for the unconstrained use of variable inputs such as fertilisers or fuel are
among the potentially most production and market distortive measures and jointly averaged USD 75 billion
per year. Other forms of budgetary support tend to be less or not distorting, but some of them can still
hamper productivity growth. Increasingly, countries link their payments to production requirements,
including farming practices aimed, among others, at keeping land in good agricultural conditions. Payments
linked to additional conditions can encourage farmers to take action beyond what is legally required and
can be used to improve environmental, animal welfare and other outcomes relative to unconditional
payments. In the past, environmental constraints have been found to often be unsuccessful in achieving
their objectives and their effectiveness will depend on their design and implementation. Payments directed
to the supply of environmental public goods may be more beneficial, such as the planting of hedges that
provide space for insects and birds, thereby contributing to improving farm biodiversity. During 2021-23,
such payments averaged USD 1.7 billion per year, less than 0.3% of all positive producer support, although
this share has tripled relative to 2000-02, suggesting significant scope for further investment in such
activities. All these efforts vary in their effects and require careful monitoring and evaluation to verify their
effectiveness and efficiency.

Governments also invest in general services to improve the overall performance of the sector.
USD 106 billion were spent annually for such services, about 12.6% of all positive support for agriculture,
a share that has declined from 16% during 2000-02. Agricultural research and innovation, control and
inspection services and agricultural infrastructure (half of which related to irrigation) are key areas here
and receive 23%, 8% and 48% of these investments, respectively. Expenditures for general services have
also been declining relative to the size of the agricultural sector: in 2021-23, they were equivalent to just
2.3% of the sector’s production value, down from 4.7% in the early 2000s. More specifically, estimated
expenditures for agricultural research and innovation declined from 0.9% to 0.5% of the production value.
These trends risk slowing advances in sustainable productivity growth.

Finally, consumers and other first-stage buyers' of agricultural commodities benefitted from budgetary
support averaging USD 107 billion per year in 2021-23. At the same time, higher prices arising from price
policies in many countries implicitly taxed consumers. Overall, consumers across the 54 countries covered
were taxed in the amount of USD 138 billion, or 3% of their expenditures at farm-gate prices, which adds
to consumers’ cost of living.

The global landscape of support has shifted towards some large emerging
economies, as their agriculture sectors have developed and grown

In 2021-23, almost four-fifths of all positive support to agriculture was provided in four large economies:
the People’s Republic of China (hereafter “China”) (37%), the United States (15%), India (14%) and the
European Union (13%). This is a major change from the early 2000s, when the European Union, the United
States and Japan represented 26%, 20% and 16% of the total, respectively, whereas China and India at
that time jointly accounted for less than 15% of total positive support. On the other hand, support in some
other important producing countries is low. For example, Brazil, representing almost 5% of the combined
agricultural value of production covered by this report, accounted for less than 1% of all positive support
to the sector in 2021-23.

Regional concentration is even more important for budgetary support to consumers: 67% and 29% of these
transfers were made in the United States and in India, respectively. These shares highlight the importance
of domestic consumer support programmes in these countries, where they represent 56% and 27% of all
positive support to the sector overall, respectively.
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The shares of agricultural support in producer receipts and consumer
expenditures have mostly declined, with significant differences across countries

In total, producers benefit from positive support equivalent to 12.9% of their gross farm receipts (GFR).
This share is slightly higher on average in OECD countries (13.7%) than across the 11 emerging
economies covered by the report (12.5%), several of whom also use negative price support (-6% of the
combined GFR across the 11 emerging economies). Taken together, net producer support across the 54
countries averaged 9% of GFR in 2021-23, down from 18% of GFR in 2000-02. China is the only country
that increased its producer support relative to gross farm receipts since the early 2000s.

Average figures mask substantial differences across countries. On average in 2021-23, Norway, Iceland,
Switzerland, and Korea all offered support greater than 40% of GFR, followed by Japan’s 33%. Levels in
the Philippines, the United Kingdom, the European Union, China, Israel, Turkiye and Mexico were below
20% but still above the average. Support in Indonesia, Colombia, the United States and Canada was
between 5% and 9% of GFR, while lower levels of producer support were provided in Kazakhstan, Costa
Rica, Brazil, Chile, South Africa and Australia, and net producer support was less than 1% in New Zealand
and Ukraine. In contrast, negative price support in some countries more than offset positive support to
farmers, resulting in negative producer support in India (-15% of GFR), Viet Nam (-12%) and Argentina
(-10%).

Consumer support, which results from both market price support policies (which generally result in
transfers paid by consumers) and budgetary support benefitting them, ranges from an implicit taxation by
38% of consumption expenditures at farm-gate prices in Korea to a 39% net support for consumers in
India. Consumers in most countries are implicitly taxed by pricing policies and the pattern of consumer
support is largely the inverse of producer MPS. That means little to no consumer support in Brazil, New
Zealand, Chile, Turkiye, Australia, Ukraine and Kazakhstan, and positive net support for consumers in
Viet Nam and Argentina due to negative price support, India (due to both negative price support and
consumer assistance) and the United States (due to significant consumer assistance).

The significance of public investments in general services also varies across countries. Japan, Switzerland
and Korea spend most relative to their market size, each providing the equivalent of more than 7% of the
respective value of production. While investments in general services relative to the sectors’ size are
generally on the decline, Switzerland, the Philippines and Chile each have increased their expenditures by
more than one percentage point of the value of production between 2000-02 and 2021-23 (from 5.9% to
8.8%, from 2.5% to 4%, and from 2.1% to 3.3%, respectively). Overall, infrastructure investments (half of
which for irrigation) account for nearly half of the General Services Support Estimate (GSSE), while
investments in agricultural knowledge and innovation systems account for almost one-quarter. However,
these latter investments have declined relative to the size of the sector: in 2021-23, they averaged 0.5%
of the combined value of production, down from 0.9% in 2000-02.

Policies to promote sustainable productivity growth can align economic and
environmental objectives

Productivity growth has been a major driver behind the substantial increase in agricultural production in
the past decades. Feeding the growing world population while at the same time reducing pressures on
natural resources relies on continued productivity growth. But productivity growth has slowed or stalled in
many places. For many countries, accelerating the pace of innovation is seen as the main way that
government policies can help restart the engine of productivity growth while minimising negative
externalities. However, productivity growth alone does not guarantee improvements in the environmental
or social performance of the sector. Achieving the balance between productivity and sustainability by
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exploiting synergies and managing possible trade-offs between these objectives is at the heart of
innovation for sustainable productivity growth.

Countries have already committed to doing this. At the OECD Meeting of Agricultural Ministers in
November 2022, ministers and high representatives of 42 OECD member countries and emerging
economies as well as of the European Union jointly agreed to “take action to achieve sustainable
productivity growth consistent with SDG 2.4”2 and to “invest in research, innovation and extension services
that can facilitate sustainable productivity growth and offer climate change mitigation and adaptation
solutions”.

While priorities and exact definitions differ, governments have been taking steps to promote sustainable
productivity growth by developing strategies and frameworks, investing in research and
development (R&D), institutions and agricultural knowledge and innovation systems, and by providing
incentives to producers to develop and adopt new production methods. Many countries see innovation as
a key part of their efforts, but not all countries are investing heavily in this. Spending on agricultural
innovation systems was 32% of estimated general support in the OECD with little change in the past
decade, but only 15% in the emerging economies, down from 26% of the GSSE in 2013 (emerging
economies invest relatively more in infrastructure). Across all countries covered in this report, innovation
expenditures as measured by the GSSE accounted for less than 3% of the estimated total positive support
to the sector in 2021-23.

However, investment in innovation by itself is often not enough to find solutions that reconcile both
productivity and environmental sustainability outcomes, and conducive policy settings are needed to
ensure that environmental objectives are achieved. Indeed, public policies can be a powerful driver of the
innovation system.

Governments acknowledged the need to examine harmful and beneficial support measures and committed
to “intensify efforts as appropriate to reform or reorient agricultural policy, and in particular to address those
support measures that are harmful to the environment, to move towards more sustainable agriculture and
food systems” in 2022 (OECD, 2022;1;). In addition to the creation of appropriate disincentives for
environmentally harmful practices, governments can use well-designed and targeted producer support
policies to provide incentives to farmers for applying more sustainable practices and investing in
productivity-enhancing equipment. Robust monitoring and evaluation of such policies will help to ensure
their effectiveness. Using voluntary and mandatory constraints can change farmers’ actions on-farm, while
public funds can be used to leverage private investments. Yet just 20% of support to producers is subject
to some kind of mandatory constraints generally based on existing regulations targeting environmental or
other outcomes, only about 5% of support is currently used to encourage voluntary and additional
environmental action, and the effectiveness of such measures depends on their design and
implementation. Making more effective use of producer support to promote innovation and environmental
sustainability on the farm, and refocusing overall support towards targeted R&D, can better leverage public
spending to deliver public goods and sustainable productivity growth.

A policy agenda for sustainable productivity growth and robust agricultural
production systems

In the face of multiple tensions, and considering the continued challenges facing food systems, as indicated
above, it is critical for agriculture to become more sustainable, productive and resilient. A comprehensive
policy approach in this direction would entail the following elements:

e Set clear objectives for sustainable productivity growth strategies and invest in the capacity to
measure results and adjust policies to ensure that sustainability outcomes are achieved. OECD’s
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work on the measurement of total factor productivity (TFP) and its agri-environmental indicators
(AEls) are possible avenues for measuring sustainable productivity growth in the future.

Reduce the negative environmental impact from agricultural support by identifying and addressing
environmentally harmful measures and reorienting agricultural support towards environmentally
beneficial measures and key general services. This would help reverse the trend of declining
investments in agricultural knowledge and innovation systems, biosecurity services and key
physical and digital infrastructure within overall expenditures for the sector.

Increase the share of producer support that is linked to environmentally sustainable production
practices and make sustainable management and use of natural resources a core part of
agricultural policy. Use results-based policies and continuously monitor, measure and evaluate
them to improve their effectiveness.

Better target innovation systems towards the combined objective of improved productivity and
improved environmental performance to reverse downward trends observed in several OECD agri-
environmental indicators, for example by setting clear environmental requirements for farmers that
the innovation system can help reach.

While doing so, governments should take steps to improve the effectiveness and efficiency of their
producer support measures and of agricultural markets while freeing up fiscal resources for targeted
innovation and sustainable productivity growth. This requires in particular:

Phasing out the potentially most distorting forms of support and measures that reduce the capacity
of the international trading system to fulfil its role in balancing food supplies between surplus and
deficit regions — a capacity that is becoming even more important in times of regional shocks and
increasingly volatile growing conditions due to climate change.

Ensuring well-functioning risk management systems, based on OECD’s established risk
management framework. This involves enhancing the capacity and readiness of producers to cover
normal business risks, facilitating private market solutions for insurable risks, and responding to
catastrophic risks that are beyond the capacity of farmers or private institutions to bear.

Reducing income support measures with low transfer efficiencies.
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Reference

OECD (2022), Declaration on Transformative Solutions for Sustainable Agriculture and Food (1
Systems, OECD/LEGAL/0483, https://legalinstruments.oecd.org/en/instruments/OECD-
LEGAL-0483.

Notes

' Industry consumers who transform agricultural commodities into processed products.

2 Sustainable Development Goal Target 2.4: “By 2030, ensure sustainable food production systems and
implement resilient agricultural practices that increase productivity and production, that help maintain
ecosystems, that strengthen capacity for adaptation to climate change, extreme weather, drought, flooding
and other disasters and that progressively improve land and soil quality”
(https://sdgs.un.org/goals/goal2#targets and indicators).
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»  Agricultural support and

innovation for sustainable
productivity growth

This chapter presents developments in agriculture policy based on
information and support estimates gathered for 54 countries covered in
OECD'’s Agricultural Policy Monitoring and Evaluation 2024. It starts with an
overview of recent economic and market developments that contextualise
the implementation of agricultural policies. It then provides an analysis of
developments in the level and structure of support to agriculture. A special
section describes sustainable productivity growth and how it can be
encouraged, along with examples of activities and policies currently in place
that support innovation for sustainable productivity growth.
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Key messages

Agricultural support policies generated on test average USD 842 billion per year in transfers
towards agriculture in 2021-23 across the 54 countries covered in this report. Transfers in 2023
declined slightly relative to the two preceding years but remain significantly above those in the
pre-pandemic era. The global landscape of support has shifted towards some large emerging
economies, led by the People’s Republic of China (hereafter “China”) and India.

Market price support (MPS) is still the dominant form of support to producers. MPS generated
USD 334 billion per year or more than half of the positive support to producers in 2021-23. At
the same time, several countries use policies which caused negative market price support
(lowering domestic prices) which cost producers USD 191 billion per year during the same
period.

Despite international commitments to reform, the share of MPS and other most distorting forms
of support in overall positive producer support has been relatively stable, declining only
5 percentage points over the last 20 years to 65% in 2021-23. Reforming or reorienting support
towards general services, including innovation, can support sustainable productivity growth.

However, net producer support overall across all 54 countries has declined as a share of gross
farm receipts (%PSE) over the past 20 years, from 18% in 2000-02 to 9% in 2021-23. MPS has
fallen from 11.6% of gross farm receipts at the start of the century to 6.9% today. Producer
support in OECD countries fell from 29% of gross farm receipts in the early 2000s to 14% in
2021-23. Similar trends can be seen for most of the 11 emerging economies in the report, where
producer support has declined or become more negative. China is the only country that
increased its producer support relative to gross farm receipts since the early 2000s.

Policy continues to be responsive to shocks including Russia’s’' war of aggression against
Ukraine, evolving conflicts in the Middle East affecting trade on the Suez Canal, drought
affecting the Panama Canal, and extreme weather events. The resulting trade disruptions have
sharpened focus on food security as a stated policy objective.

Sustainable productivity growth will need to increase if global food security objectives are to be
met whilst reducing the environmental footprint of the agricultural sector.

In OECD countries, agricultural TFP grew by 1.4% annually between 1991-2000, but only by
0.85% in 2011-21. Yet, spending on innovation, a key element of TFP, is only a small share of
total support and is not growing substantially. General support to the sector, public investments
that underpin its health and performance, amounted to USD 106 billion in 2021-23 making up
only 12.6% of total support towards the sector (positive TSE) down from 16% two decades
earlier.

Investment in innovation by itself is not enough to find solutions that reconcile both productivity
and environmental sustainability outcomes, and the right policy settings are needed to ensure
that environmental objectives are achieved. The share of payments subject to specific
requirements for sustainable farming practices or for environmental public goods is increasing,
but remains relatively low, at about 5% of producer support. Increasing the share of producer
support that promotes innovation and environmental sustainability will make it more effective at
delivering public goods and sustainable productivity growth.
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Agriculture policy in 2023 and 2024 was conducted in the context of a global economy characterised by
value chain disruptions and high energy prices. The global economy has narrowly avoided recession, but
the recovery in GDP growth both globally and in the OECD area remains fragile. Food price inflation, an
especially volatile component of the economy, has fallen substantially from 2022 highs, but food prices
remain elevated and this has put continued pressure on consumers’ food budgets.

This chapter begins with an overview of some of the important drivers of agricultural policies and a
description of developments of support to agriculture based on the latest data available. This is followed
by a special section that looks at the evidence on sustainable productivity growth (SPG) and how
governments may take action to promote it. This includes examples of some actions currently being
undertaken by governments to support innovation for SPG.

Global drivers of agricultural policies in 2023-24

Inflation and slow growth remained features of the global economy in 2023 and 2024

Conditions in agricultural markets are strongly influenced by macro-economic factors such as economic
growth (measured by gross domestic product, GDP), which drives demand for agricultural and food
products, as well as by prices for crude oil, natural gas, and other energy sources that underpin many
production inputs in agriculture, notably fuel, chemicals and fertiliser. Energy prices also affect the demand
for cereals, sugar crops, and oilseeds through the market for biofuels produced from these feedstocks.

Headline inflation fell rapidly in 2023 in most economies, helped by restrictive monetary policies, lower
energy prices, and the continued easing of supply chain pressures. Food price inflation also decreased
sharply in most countries, as good harvests for key crops such as wheat and corn resulted in prices falling
rapidly from the highs reached after the start of Russia’s war of aggression against Ukraine. Average
inflation in the median advanced economy fell from 9.9% in the last quarter of 2022 to 3% in the first quarter
of 2024 (OECD, 20241)).

GDP growth remained moderate due to tighter financial conditions, weak trade growth, and lower business
and consumer confidence. This is expected to continue. Across countries, there are clear signs that strong
near-term momentum will continue in India, of relative weakness in Europe, and of mild near-term growth
in most other major economies. Global growth, which rose by 3.1% in 2023, is projected to remain at 3.1%
in 2024. Business surveys, however, point to improving activity in both manufacturing and services, helped
by strong momentum in India and signs of stronger than anticipated outcomes in China and most major
advanced economies (OECD, 20241).

Strong growth in the labour force and higher labour participation rates in 2023 improved supply in labour
markets. On the demand side, employment growth slowed, the number of vacancies declined, and the
total hours worked eased in several countries. Unemployment rates generally remained close to historical
lows. Overall, survey evidence suggests that firms had fewer pressing labour shortages, and that supply
and demand of labour was more balanced (OECD, 2024)).

Commodity and input prices remain high

The effects of Russia’s war of aggression against Ukraine on food prices and trade have been substantial,
but markets are adapting and increases in food prices and input costs have moderated on the global
market, especially in more developed economies. Ukraine has increased its exports via the Black Sea
corridor and trade volumes have approached prewar levels. However, several regions dependent on
agricultural products from Ukraine continue to face both reduced imports to meet their food needs and
rising food import bills.?
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Shipping has been unusually disrupted in 2023, affecting food and input prices. Traffic through the Panama
Canal has been restricted since mid-2023 by low water levels, while ships have avoided the Suez Canal
since late 2023 due to evolving conflicts in the Middle East. These restrictions have forced many ships to
take alternative routes, adding time and expenses to each trip. Many ships are taking the route around the
Cape of Good Hope on the southern tip of Africa, which adds about 30% more time and 30% more fuel.
For example, the average cost of transporting a standard container (measured as a 20-foot equivalent unit,
TEU) increased from about USD 700 in November 2023 to over USD 1 900 in January 2024. The situation
in the Suez Canal is expected to push near-term shipping prices even higher, with projections indicating
that shipping rates could surpass USD 3 000 per TEU.3

The 2022 fertiliser price spike exposed the vulnerability of import-dependent countries to trade shocks. In
2024, fertiliser prices have so far been significantly lower than in 2022 and 2023, but a small number of
large producing countries continue to dominate global exports. This, and slow progress of green
alternatives means importers remain vulnerable to supply shocks. The Russian Federation (hereafter
“Russia”) has largely benefited from the market disruptions despite sanctions imposed on it. Russia
increased exports of potash, urea, and diammonium phosphate (as well as commodities such as wheat).*

Figure 1.1. Commodity world prices, 2007 to 2024
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Source: IMF (2024), Commodity Market Review, for all commodities, food and energy indices (base year: 2016),
www.imf.orglexternal/np/res/commod/index.aspx; FAO (2024), FAO Food Price Index dataset, for meat, dairy and cereal indices (base period:
2014-16), www.fao.org/worldfoodsituation/foodpricesindex/en

Farmers are concerned about future prospects

Farmer protests are not a new phenomenon, but their discontent reached new heights in 2023 and 2024,
with protests spreading in several countries. The reasons behind the protests are complex, and include
rising production costs, foreign competition, falling incomes, environmental constraints, and burdensome
administrative procedures.
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In a number of countries bordering Ukraine, protests followed the fall in cereal prices due to increased
imports from Ukraine when the war disrupted alternative trade routes. In other countries, plans to reduce
tax rebates on agricultural diesel, growing environmental obligations under the Green Deal of the European
Union, and concerns about free trade agreements provoked farmers’ discontent.® Protests in India in 2024
called for a minimum purchase price for crops, echoing those emitted in 2021 against laws to liberalise the
sector.

Progress on agriculture negotiations at the World Trade Organization remains elusive

The thirteenth Ministerial Conference (MC13) of the World Trade Organization (WTO), held in
February 2024, ended with no outcomes of agriculture reform under the WTO Agreement on Agriculture.
A draft text covering all negotiating issues such as domestic support to agriculture, including public
stockholding for food security purposes, market access, and export prohibitions or restrictions was
discussed, but wide divergences amongst Members prevented consensus. The disagreements notably
centred around developing countries’ public stockholding programmes. In 2013, WTO Members had
agreed to an interim “peace clause” under which such support could not be challenged under WTO dispute
settlement if certain conditions were met. Agreement on a permanent solution has so far not been possible
as no consensus was reached at MC13 on reducing trade-distorting domestic support to agriculture, nor
on exempting least-developed countries from export prohibitions or restrictions on foodstuffs.

The harvest in the 2023/24 season was generally good at the global level, though some
regions suffered from bad weather

Although EI Nifio, which began in mid-2023, provoked a series of global temperature records that made
2023 one of the warmest years on record, it did not have much effect on global agricultural output or
commodity prices. Its effects at a regional level have been, however, large in some cases. In July 2024,
FAO forecasted an increase of 1.2% in world cereal production in 2023/24, led by global rice production
which was expected to increase by 2.9 million tonnes. Global wheat production in 2024 was expected to
increase by 0.5% from 2023. Agriculture production should be higher in North America and Asia, but lower
in Europe based on lower plantings and in North Africa due to low rainfall. Severe drought in southern
Africa has sharply reduced grain harvests and has led to water shortages and power cuts. This is one
factor for the disappointing growth rate of low-income countries as a group in 2023 (OECD, 20241;). Total
value of agricultural production for the 54 countries covered in this report was USD 4.7 trillion in 2023, only
slightly down from 2022 and a consequence of lower average prices, not lower production quantities.

Overview of the evolution of support to agriculture

This section provides an overview on developments in policy support in agriculture, building on the OECD
estimates of agricultural policy support that are comparable across countries and time. These show the
diversity of support measures implemented across different countries and focus on different dimensions of
these policies. Complete definitions are shown in Annex 1.A.

The Total Support Estimate (TSE) is the broadest of the OECD support indicators. It combines three
distinct elements: a) transfers to or from agricultural producers individually; b) policy expenditures for the
primary agricultural sector collectively; and c¢) budgetary support to consumers of agricultural commodities
(Figure 1.2).

The Producer Support Estimate (PSE) measures all transfers to agricultural producers individually. Two
major types of transfers can be distinguished: Market Price Support (MPS) represents transfers from
taxpayers and consumers to agricultural producers through domestic prices that are higher than their
international reference prices due to domestic and trade policies. MPS can also be negative, representing
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transfers from producers to consumers through domestic prices that are lower than references prices.
Budgetary support is financed by taxpayers. The PSE indicator is expressed as a net transfer, including
both positive and negative elements.

The General Services Support Estimate (GSSE) measures policy expenditures that benefit the primary
agricultural sector as a whole, rather than going directly to individual producers. Different types of
expenditures are represented in specific categories of the GSSE.

Similar to the PSE, the Consumer Support Estimate (CSE) reports support to consumers of agricultural
commodities, distinguishes between market transfers that mirror the MPS, and budgetary support. To
avoid double-counting, only the budgetary part of the CSE is included in the TSE.

Figure 1.2. Structure of agricultural support indicators

TOTAL SUPPORT ESTIMATE (TSE)

Producer Support Estimate Consumer Support Estimate
(PSE) (CSE)
General
Services
Y Support v y
Market transfers Budgeta Estimate Budaeta
to/from producers: getary (GSSE) getary Market transfers
. transfers transfers to
Market Price Support from/to consumers
. to producers consumers
(MPS)
MARKET TRANSFERS BUDGETARY TRANSFERS

Note: *Market Price Support (MPS) is net of producer levies and excess feed cost.
Source: Annex 1.A.

Total support to agriculture remains around record highs, but declined relative to its
2021 peak

The 54 countries covered in this report collectively provided USD 842 billion in support to the sector per
year on average over 2021-23 (Figure 1.3). Most frequently this was in the form of market price support
(MPS) policies that increase the domestic price of agricultural commodities. In addition, some countries
(mainly India) implicitly tax their farmers (negative MPS) by lowering the price of agricultural commodities
to benefit consumers. This tax amounted to USD 192 billion per year on average. In net terms, the Total
Support Estimate (TSE) amounted to USD 650 billion per year in 2021-23.°

Of the USD 842 billion in positive support, 75% (USD 629 billion) goes to producers individually, 12.5%
goes to consumers of agricultural products (CSE) and 12.5% goes to general services that benefit the
sector overall (GSSE). The net producer support (PSE), which includes negative MPS, amounts to
USD 437 billion per year.

The PSE is made up of many different categories, some of which are potentially more distorting of
production and trade than others (Box 1.1). The potentially most distorting forms of support comprised
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65% of the positive producer support (USD 409 billion) on average over 2021-23 while less distorting forms
made up 35% (USD 219 billion). These shares have been relatively stable since 2000; most distorting
forms of support were 70% of the positive PSE in 2000-02.

Support has been elevated in the post-COVID era and the drivers behind this have only partially abated.
But total support in nominal terms has declined in the last two years and support as a share of value of
production continues to moderate. Total net support was 0.72% of GDP overall, but higher in emerging
economies (about 1%), reflecting the generally larger role of agriculture in those economies.

Figure 1.3. Breakdown of agricultural support, all countries, 2000 to 2023
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Note: Data refer to the total of OECD countries, non-OECD EU Member States, and the 11 emerging economies: Argentina, Brazil, China, India,
Indonesia, Kazakhstan, the Philippines, Russian Federation, South Africa, Ukraine and Viet Nam.

“Negative market price support” comes from implicit taxation of producers through lower prices, “Other potentially most distorting support” refers
to budgetary support based on output payments and on the unconstrained use of variable inputs. “Other support” contains all other PSE
categories, which are considered less distorting—for example, payments based on area, based on historical entitlements or for non-commodity
outputs. “General services” refers to the General services support estimate, “Consumer support” is transfers to consumers from taxpayers. “TSE
as % of VP” refers to the total support estimate relative to the value of production.

Source: Based on OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

The OECD has been using quantitative models to estimate the relative effects of different support policies
for more than two decades (OECD, 2001;2; Martini, 20113;; Valin, Henderson and Lankoski, 20234)).
These analyses showed that MPS, support based on output payments and on the unconstrained use of
variable inputs potentially have the most distorting effect on production and trade.

OECD work has shown that these measures also have the potential to harm the environment (Henderson
and Lankoski, 20195)), though the effects of these policies on the environment is not as clear cut as for
production and trade. Environmental impacts from agricultural policy depend on several factors. Individual
responses to economic incentives created by agricultural policies vary, producing variations in
environmental impacts. Variation also occurs due to location-specific physical factors, including landscape
characteristics, as well as the cumulative effects of decisions across actors and across time (DeBoe,
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2020). Reforming these policies can improve the policy setting for sustainable productivity growth and,
in the case of budgetary support, can provide additional resources for investment in targeted and beneficial
measures (Valin, Henderson and Lankoski, 20234)).

Box 1.1. Budgetary components of the PSE

The PSE is composed of MPS and budgetary support. Budgetary support is delivered in many different forms
and allocated to different categories according to the PSE classification system. These budgetary categories
identify the following distinctions in the way policies are implemented:

e Payments based on current output of a specific agricultural commodity.

e Payments based on-farm use of inputs. These either reduce the cost of purchased inputs like
fertiliser or chemicals, fixed capital like farm buildings and equipment, or on-farm services that
reduce the cost of technical, accounting, commercial, sanitary and phytosanitary assistance and
training provided to individual farmers.

e Payments based on current area, animals, revenue or income (A/An/R/l) that require
production.

e Payments based on non-current (i.e. historical or fixed) A/An/R/I, with current production of any
commodity required.

e Payments based on non-current A/An/R/I, with current production of any commodity not
required but optional.

e Payments based either on the long-term retirement of factors of production from commodity
production, for the use of farm resources to produce specific non-commodity outputs of goods
and services, or transfers provided equally to all farmers, such as a flat rate or lump sum
payment.

Payments for which there is a lack of information to allocate them among the appropriate categories have their
own miscellaneous category.

More information on the PSE classification system and the indicators used in this chapter can be found in
Annex 1A.

The global landscape of support has shifted towards large emerging economies

Four economies — China, Japan, the European Union, and the United States — account for roughly 70%
of all positive producer support over the past 20 years. However, the relative shares among these
economies have changed dramatically over this time (Figure 1.4). In 2000-02, the European Union’
accounted for the largest share with 30% of all positive producer support, followed by Japan (17%), the
United States (17%) and China (7%). In 2021-23, China represented about 45% of producer support,
while the European Union (15%), the United States (7%) and Japan (4%) collectively provided about
26% of producer support. India’s already large share of implicit taxation among countries has grown from
61% of all negative support in 2000-02 to 75% in 2021-23.
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Figure 1.4. Producer support by country, 2000 to 2023
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

While support in nominal amounts has been increasing over time, this has been outpaced by growth in
gross farm receipts (GFR). As a result, the share of support as a proportion of GFR (the percentage PSE,
%PSE) among OECD countries has been in long-term decline, although the pace of this decline has
slowed since the early 2010s (Figure 1.5). In the emerging economies in this report, growth in GFR has
been even stronger, but so has growth in nominal support such that the change in %PSE on average in
these countries has been flat to slightly rising.

The %PSE in the OECD averaged 14% over 2021-23, compared to 18% in 2010-12 and 28% in 2000-02.
The average %PSE in emerging economies averaged 6.5% in 2021-23, compared to 3.8% in 2000-02.
However, these figures for average support to producers include the effects of negative MPS. Excluding
this, the %PSE among emerging economies was 12.5% in 2021-23, close to but still below the OECD
average.

MPS is the largest category of support in both OECD and emerging economies. However, OECD countries
tend to make more use of budgetary support based on land while emerging economies make more use of
input support as well as negative MPS. In OECD countries, MPS has declined as a share of total support
since 2000. Positive MPS has been increasing in emerging economies, mostly in China, though their use
of budgetary support has become less dominated by input support (considered one of the most distorting
forms of support) over time.
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Figure 1.5. Evolution of the percentage Producer Support Estimate (PSE), 2000 to 2023
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-
explorer.oecd.org/.

In 2021-23, USD 411 billion per year, or two-thirds of the USD 630 billion in positive support to producers
across the 54 countries covered in this report, was in forms considered to be the potentially most distorting
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to production and trade (9% of gross farm receipts). Across the OECD, such support amounted to
USD 103 billion, while for the 11 emerging economies such transfers to producers totalled to
USD 308 billion per year. Policies reducing domestic prices (benefitting consumers) additionally gave rise
to USD 179 billion in implicit taxation in 2021-23 and these also have a distorting effect.

Consumers face higher food prices on average in part due to government policies

Consumer support includes support to both final consumers of agricultural products as well as industry
consumers who transform agricultural commodities into processed products (first-stage buyers). Between
2021 and 2023 policy support increased the cost of agricultural commodities to consumers by 3.2% of
gross consumer expenditures measured at farm gate prices (%CSE) (Figure 1.6). This net transfer from
consumers to producers comes mainly from MPS policies that raise domestic prices, such as when
governments set minimum prices or use tariffs. Still, budgetary consumer support rose dramatically
following the outbreak of the COVID-19 pandemic. Before the pandemic, governments provided
USD 65 billion in budgetary support to consumers, but this support averaged USD 107 billion between
2021 and 2023, due to increases in both OECD and emerging economies. In the OECD, the United States
is the largest provider of food assistance to low-income consumers (accounting for 98.6% of OECD
budgetary transfers to consumers).

Many emerging economies seek to find a balance between producers or consumers. Several of them use
price policies that benefit consumers (negative MPS). The emerging economies are a diverse grouping,
some of whom offer mainly positive MPS (China) and others mainly negative MPS (India and Argentina)
and others make almost no use of MPS at all (Brazil). Positive MPS in the covered emerging economies
countries (transfers from consumers) was USD 254 billion and negative MPS (transfers fo consumers) was
USD 191 billion on average over 2021-23. Some countries aim to keep consumer prices within a certain
range, using budgetary transfers, preferential distribution of food or other interventions. For example, India
has an important programme for public distribution of food grains.

In OECD countries, the %CSE was -18.3% in the early 2000s but only -1.9% in 2021-23, a substantial
reduction in the effect of policy on consumer prices. Conversely, consumers in emerging economies have
seen the %CSE move from near zero 20 years ago to average -3.7% in 2021-23. This largely reflects
increasing market price support starting around 2012 (when MPS in China approximately doubled).
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Figure 1.6. Composition of the Consumer Support Estimate (CSE), OECD and Emerging
economies, 2000 to 2023
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-
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Support to general services is focused on improving infrastructure

Countries provided USD 106 billion in support for general services to the agricultural sector (GSSE) on
average over 2021-23. This is about 2.2% of the value of production of the sector, a decline from 4.7% in
2000-02. In OECD countries, GSSE equalled 3.3% of the value of production, down one percentage point
from 2000-02 and in emerging economies it was 1.9%, down by 1.8 percentage points (Figure 1.7).

General services support arises from policies that are aimed to benefit the broader agricultural sector and
are not directed at producers or consumers individually. Investments in general services can help the
agricultural sector to become more productive, sustainable and resilient. For example, infrastructure
development can make irrigation more accessible, or rail or port storage which makes transport and
marketing of products easier and reduces wastage. It includes inspection services to ensure food quality
and safety or the efficient control and handling of pests and diseases, investments in knowledge and
innovation and institutional investments that support farm organisations or help farmers sell their products
at home and abroad.

Infrastructure is the largest component of the GSSE, though this share is decreasing in the OECD (was
38% in 2021-23) and increasing in EEs (55% in 2021-23). Public stockholding is important in EE countries
(21%), but little used in the OECD area since the mid-2000s (1.1%).2 OECD countries dedicate a larger
share of GSSE spending to marketing and promotion (about 13%) while emerging economies spend only
about 1.4% of their general support in this area. Spending on agricultural knowledge and innovation
systems (AKIS) was USD 25 billion, 32% of the OECD GSSE and increasing but only 15% in the emerging
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economies, where this spending peaked at 26% of the GSSE in 2013 and has been declining as a share
of the GSSE since then.

Figure 1.7. Composition of General Services Support Estimate (GSSE), 2000 to 2023
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Negative MPS moderated in 2023 while positive MPS remained nearly unchanged

Preliminary estimates indicate that net market price support increased in 2023. Positive MPS increased by
an estimated USD 2 billion (that is, nearly unchanged) and negative MPS became USD 72 billion less
negative (Figure 1.8). Market price support moves in response to changes world prices if supported
domestic prices do not change to match (Box 1.2). In 2023, the change in negative MPS comes mainly
from India, whose policies are in part designed to insulate domestic prices from fluctuations in world prices,
and so its MPS varies with world prices. Overall, the gap between domestic prices and world prices has
narrowed over the past 20 years. On average over all countries effective prices received by farmers were
4% higher than world prices in 2021-23, down 10 percentage points from the 14% higher prices in 2000-02.

Figure 1.8. Market price support (MPS) and global wheat indicator price, 2000 to 2023

% of gross farm receipts (left axis) and USD/t (right axis)
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Note: Wheat indicator price refers to export price of wheat from Ukraine with less than 11% protein content. The price is free on board
denominated in USD per tonne. Both positive and negative market price support include MPS for all 54 countries and all commodities.

Source: International Grains Council (2024), OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring
(database), https://data-explorer.oecd.org/.

Box 1.2. Understanding market price support

Market price support (MPS) estimates the benefit or loss farmers receive when there is a difference
between domestic prices and world prices. This price gap is calculated by measuring the difference
between the actual domestic market price and price farmers would have received were there no price-
distorting policies in place (OECD, 20167).

The price gap for a specific commodity measures the difference between two prices: the average
domestic price and a reference price calculated at the same level in the value chain (generally at the
farm gate). This reference price corresponds to the country’s border price, i.e. the import price (for net-
imported commodities) or the export price (for net-exported commodities). The reference price can be
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observed directly, estimated based on prices in similar or neighbouring countries or in rare cases using
tariff data.

If the price gap is such that the domestic price is twice the reference price, the MPS as a share of
commodity gross receipts should be 50% and producers receive double the revenue they would have
otherwise (assuming there were no other forms of support offered). If domestic prices are five times
border prices, the MPS as a share of commodity gross receipts would be 80%. For negative MPS, if
the domestic price is half the world price (such as would result from a 50% tax), MPS as a share of
commodity gross receipts would be -100%. Market developments (such as exchange rate movements
affecting world prices expressed in local currencies) may influence the price gap, so changes in MPS
do not always mean that a policy has changed.

The price gap is calculated only if policies exist that could cause such a gap, such as border measures
that restrict or promote imports or exports, and government purchases, sales and intervention prices in
the domestic market. If countries do not implement such policies, the price gap is assumed to be zero.
The price gap for individual commodities is adjusted for differences in product qualities, processing and
transportation margins, to compare like with like.

MPS is not a measure of public expenditures but an estimation of implicit or explicit transfers. MPS
estimates published by the OECD therefore often differ from, and should not be confused with, those
published by other organisations, including by the World Trade Organization, which may use very
different concepts to calculate their indicators, despite similar names.

Source: OECD (20205)).

Measures providing positive MPS to producers provided USD 334 billion per year on average between
2021-23 across all covered economies (6.9% of annual gross farm receipts). Negative MPS caused by
policies which reduce domestic prices was worth USD 191 billion or 3.9% of gross farm receipts over that
time. Import tariffs, tariff rate quotas and minimum support prices are the most frequently applied policies
which give rise to positive MPS, whereas export restrictions, quotas, bans or export taxes are most frequent
for negative MPS.

Only a quarter of support is provided subject to specific requirements

Payments made to producers are often subject to conditionality that sets out obligations that farmers must
meet to be eligible. These conditions involve actions that may be “mandatory” or “voluntary”. The former
include requirements that relate to a generally applicable regulation, while the latter go beyond general
regulations and are adopted by farmers in exchange for receiving the payment. Within the “voluntary” input
constraint label, a further distinction is introduced to identify the character of constraint, i.e. whether it
concerns (i) environmental practices, (ii) animal welfare, or (iii) other practices (Box 1.3). Benefiting from
market price support cannot be made conditional on such constraints as beneficiaries cannot be excluded
from higher prices. Budgetary payments however can be, and often are, subject to additional requirements.

In 2021-23, 25% of support to all countries covered in this report was delivered subject to constraints, with
the majority of these being mandatory input constraints (20.1% of support). Voluntary environmental
constraints apply to 4.7% of all transfers to producers, and other constraints accounting for less than 1%
(Figure 1.9). Constraints are almost always applied to support that is based on non-commodity criteria,
which is to be expected given the nature of this form of support. Nearly half of support based on A/An/R/I
have some conditions attached. Payments based on input use are less often subject to input constraints
(about 12%).
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Figure 1.9. Share of support with mandatory or voluntary constraints, all countries, 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-

explorer.oecd.org/.
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Box 1.3. Examples of input constraints

Mandatory constraints give farmers extra incentives to be in compliance with applicable laws

In the United States, the Livestock Forage Disaster Program (LFP) provides compensation to
eligible livestock producers who have suffered grazing losses on native or improved pastureland due
to a qualifying drought. As part of the requirements for eligibility, participants must have been in
compliance with the applicable provisions of federal regulations pertaining to highly erodible land
conservation and wetland conservation. As these regulations are generally applicable to relevant
producers, this programme is classified as having mandatory input constraints.

Voluntary environmental constraints encourage additional actions to benefit the environment

Eco-schemes are the big new building block of the European Union Common Agricultural Policy
2023-27 to encourage the adoption of specific farming practices with additional environmental benefits.
Eco-schemes, as part of Pillar 1, are fully financed by the EU budget and the related payments are
granted per hectare or per livestock unit in two forms: either as compensation for additional costs
incurred or income foregone, similar to the agri-environmental support schemes of Pillar 2, or as fixed
top-up payments in addition to decoupled direct payments. Each Member State sets up individual eco-
schemes for their farmers based on the framework given in the EU Regulation 2021/2115. Farmers
who opt-in to these schemes must follow the specified requirements, so these programmes are
classified as having voluntary environmental constraints.

Certain commodities are singled out for support

Policies are often designed to affect specific commodities. For example, a tariff put on imports of wheat
results in market price support which advantages domestic producers of wheat to the exclusion of
producers of other commodities. By their construction, policies providing MPS and payments for outputs
are commodity specific, while other budgetary payments may or may not be targeted to a specific
commodity. For example, payments based on inputs or other production factors often stipulate terms that
make them commodity specific such as when a fertiliser subsidy is granted only for production of maize,
or a payment that is made per head of livestock. The total value of such payments taken together with
MPS are reported for each commodity as single-commaodity transfers (SCT).

SCTs are highest for sugar, maize and rice where they each represented over 15% of the gross receipts
for the respective commaodity in 2021-23 (Figure 1.10). However, there is significant variation in the level
of commodity support among the covered countries. For sugar and maize, almost all SCT support is
positive, indicating that most countries’ objectives for these policies centre on the producers of these
commodities. Rice is more mixed. While the preponderance of support benefits producers (positive SCT
for rice is 18% of GFR), there is significant support for consumers also observed in the negative MPS,
which is equal to about 6% of GFR.

For some commodities, there are clear difference in policy objectives in different countries. Net SCT for
wheat, eggs, sunflower and soybeans are all near zero, but with substantial amounts of positive and
negative MPS. In 2021-23, positive and negative MPS for wheat combined amounted to 15% of GFR. For
sunflower it was 9%, eggs 8%, and soybeans 5%. Looked at in this way, the commodities that receive the
most overall policy attention are (in order), rice, milk, sugar, maize, wheat and poultry. Some countries act
to raise the prices of these commodities, others lower them.
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Figure 1.10. Transfers to specific commodities (SCT), all countries, 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Commodity-specific support can influence production choices by changing the relative returns of
commodities or groups of commodities. For example, a payment per bale of cotton produced can lead to
more area being planted to cotton instead of other alternatives. In this way, support that is targeted to a
few specific commodities can be more distorting of production than the same level of support that is
distributed evenly across commodities or that is not commodity specific. To the extent the commodities
targeted by SCTs are more intensive users of natural resources or generate higher pollution than those
not benefitting from this support, commodity-specific support can also increase environmental pressures.
Vice versa, support to specific products that have a lower impact on the environment may have a positive
impact on sustainability. Pearl millet is an example of highly nutritious and climate-resilient crop whose
support could help combine enhanced food security and reduced use of natural resources.

Towards sustainable productivity growth

Productivity growth has been a major driver behind the substantial increase in agricultural production in
the past decades, contributing to feed the growing world population and to a reduction of GHG emissions
intensity (Mréwczynska-Kaminska et al., 20219;). However, productivity growth has slowed or stalled in
many places. For many countries, accelerating the pace of innovation is seen as a potent tool to restart
the engine of productivity growth.

However, productivity growth alone does not guarantee improvements in the environmental or social
performance of the sector. The concept of “sustainable productivity growth” (SPG), increasingly at the
forefront of global policy dialogues, takes this into account and reflects the objective to produce more with
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less by using innovative technologies and practices that increase productivity while reducing demands on
the environment.

Sustainable productivity growth will be key to overcome the triple challenge of providing adequate,
affordable, safe and nutritious food for a growing global population; providing opportunities for livelihoods
all along the food value chain; and doing so while increasing the environmental sustainability of the sector
(OECD, 2022j107). Governments have made substantial effort to develop supporting frameworks to direct
research and development (R&D) towards SPG and deploy its results on farms. This includes using
support provided to producers to encourage a more innovative perspective to the production and marketing
of agricultural products, while avoiding support that may slow SPG. However, only 3% of support is
allocated to innovation, as measured by the GSSE. There is substantial scope for action in this regard.

Investment in innovation alone may not be enough to find solutions that reconcile both productivity and
environmental sustainability and other outcomes. Such investments may need to be accompanied by other
policies driving farmers to meet environmental objectives. Part of the SPG challenge will be to clearly
identify desired outcomes and develop the capacity to measure progress towards improved sustainability.

Defining and measuring sustainable agricultural productivity growth

Measuring productivity growth in agriculture is challenging. Total factor productivity (TFP) is the most
comprehensive standard measure of agricultural productivity and aims to include most of the marketed
output and inputs of the sector. However, TFP does not directly include relevant environmental and social
outcomes. Thus, measuring SPG must go beyond productivity to incorporate important environmental and
social impacts of agricultural production.

The OECD Productivity, Sustainability and Resilience Framework (OECD, 2020;11;) starts from the basis
that sustainable agricultural productivity growth refers to productivity growth compatible with the
preservation of natural capital in the short and long run. The Framework identifies innovation, structural
change and natural resource use and climate change as the main drivers of productivity, sustainability and
resilience in food and agriculture. Sustainable productivity growth is also understood more broadly as
agricultural productivity growth that “advances social, environmental, and economic development
objectives to meet the food and nutrition needs of current and future generations”.® This concept of
sustainable agricultural productivity has multiple dimensions with different sensitivities and different

approaches to measure in different countries.

Encouraging SPG has been a priority for OECD countries for some time. In 2016, OECD Agricultural
Ministers endorsed the Declaration on Better Policies to Achieve a Productive, Sustainable and Resilient
Global Food System in which they agreed to “make innovation a priority in order to achieve sustainable
productivity growth” (OECD, 2016[12). In 2022, OECD Agriculture Ministers and high representatives of
42 OECD member countries and emerging economies as well as of the European Union adopted the
Declaration on Transformative Solutions for Sustainable Agriculture and Food Systems in which they
committed to “take action to achieve sustainable productivity growth consistent with SDG 2.4” (OECD,
2022;101). With the OECD Network on Agricultural Total Factor Productivity and the Environment, the OECD
has been working to compare approaches, methods and datasets to measure TFP over the past years,
including ways forward to measure environmentally sustainable agricultural productivity (Box 1.4).
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Box 1.4. The OECD Network on Total Factor Productivity and the Environment

The Network on Agricultural Total Factor Productivity and the Environment (TFPN) is an OECD expert
group sharing experiences and best practices for cross-country agricultural total factor productivity
comparisons and for the measurement of sustainable productivity growth in agriculture. The ambition
of the network is to find ways to jointly measure environmental sustainability and agricultural productivity
into developing appropriate and scientifically sound indexes that measure countries’ agricultural sector
performance. The TFPN organises annual meetings of experts to share knowledge on the topic since
2015 with participants that include researchers from the academy, and country experts and delegates.

As part of the TFPN activities, a relevant dedicated conference on “Sustainable Agricultural Productivity
to Address Food Systems Challenges: Measurement, Data, Drivers and Policies” will take place on
28 October 2024, followed by the OECD Global Forum on Agriculture addressing the theme “Steering
Policies towards Sustainable Agricultural Productivity” on 29 October 2024.

Source: https://lwww.oecd.org/en/networks/network-on-agricultural-total-factor-productivity-and-the-environment.html.

Measuring and tracking trends in agricultural productivity is a complex undertaking that covers many inputs
and outputs in a production system that varies depending on weather conditions. However, substantial
progress has been made and there are now several indicators and measures of agricultural productivity
(Bureau and Anton, 2022p13; OECD, 2022p14; Fuglie, Morgan and Jelliffe, 202415). Productivity is
commonly defined as a ratio of a volume measure of output to a volume measure of input use. The United
States Department of Agriculture (USDA) (202316)) regularly assembles comparable and consistent
estimates of agricultural output and agricultural inputs for many countries and is a world reference on TFP
databases. TFP growth measurement assesses improvements in the efficiency of resource use and
captures the idea of “producing more with less” (OECD, 202214)).

Measuring environmentally sustainable productivity growth adds an additional layer of complexity (Bureau
and Antén, 2022p13; OECD, 202214)). A complementary dataset on the environmental performance of
agriculture is needed to combine with the TFP database. The OECD’s Agri-Environmental indicators
database, being a world reference in this domain, could be used for this purpose (Box 1.5) (OECD,
202417)).

Box 1.5. Measuring the environmental performance of agriculture across OECD countries: The
agri-environmental indicators database

Agriculture is intimately connected with its environment. It can harm the environment when it pollutes
or degrades soil, water, and air. It can also provide ecosystem services, such as attractive and diverse
landscapes or mitigating flood risks through the adoption of certain farming practices.

OECD countries use agri-environmental indicators to monitor environmental impacts and provide
evidence of the state and trends in the environmental performance of agriculture (OECD, 202417;). Agri-
environmental indicators support analysis to explain the effects of different policies on the environment
and to assess whether budgets for policies are used effectively in terms of environmental outcomes
and economic efficiency. The OECD agri-environmental indicators provide a reliable and robust source
of data that can be used to benchmark environmental performance and inform policy action.

Covering the OECD as a whole and all individual OECD countries over the period 1990-18, the data
show that, while most OECD countries increased their agricultural production in the last decade, the
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environmental performance of agriculture was mixed (OECD, 2023j1s)). Progress was achieved
reducing ammonia emissions phosphorus and nitrogen surpluses. Less progress was observed in
reducing GHG emissions and in improving biodiversity as measured by the presence of farmland birds.
While there is compelling evidence that TFP growth has helped countries to expand agricultural output
and reduce GHG emissions per unit of output, there is room to steer innovation in the sector in a more
environmentally sustainable direction in many OECD countries (Lankoski and Thiem, 2020pg;;
Henderson and Lankoski, 202320)).

The productivity and environmental sustainability performance of agriculture

Between 1961 and 2021, agricultural output increased nearly fourfold, while the global population grew by
2.6 times, a 53% increase in agricultural output per capita. Most of the growth in agricultural production
was achieved by raising productivity rather than expanding resource use. Capital and intermediate inputs
(such as feed and fertilisers) increased more slowly than output, while labour and land significantly
decreased. The main driver of productivity growth was efficiency gains and technological change, linked
to progress in improved management practices, crop genetic improvements, including the development of
genetically modified crops with pest and disease resistance, and digital technologies (Fuglie, Morgan and
Jelliffe, 2024 15)). Since the 1990s, the pace of output and productivity growth in world agriculture has
slowed and some places have relied on a more intensive use of inputs to maintain growth in agriculture
production (Fuglie, Jelliffe and Morgan, 202121)).

Agricultural output has increased by more than 37% in OECD countries since 1990, but agricultural land
area and labour have declined by about 7% and 34%, respectively. The use of other inputs has increased
by 23% in the case of capital and 11% in the case of intermediate inputs over that same period (Figure 1.11,
panel A). This translates to TFP growth that averaged 1.4% per year between 1991 and 2000, 1.6% in
2001-10, but only 0.8% per year between 2011 and 2021.

In emerging economies agricultural TFP and output has grown more rapidly, increasing by 2.4% per year
between 1991 and 2000, 2.6% over 2001-10 and 1.6% per year between 2011 and 2021, which implies
an increase of 91% in the period 1991-21 The use of capital increased at an annual growth rate of 1%
between 2011 and 2021. Intermediate inputs also increased by 0.3% per year, land modestly grew by less
than 0.1% per year, while labour decreased by 0.9% per year over the same period (Figure 1.11, panel B).
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Figure 1.11. Evolution of agricultural output, input use and total factor productivity (TFP), 1990 to
2021
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Agri-environmental indicators in OECD countries show only modest improvements and, in some cases,
have gone backwards since 1990. Biodiversity, as measured by the farmland birds index,'® has declined
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by about 20% and direct farm energy use has increased. GHG emissions are up slightly, but nitrogen and
phosphorus balances have improved (although are not at sustainable levels in many places) (Figure 1.12,
panel A). Agricultural production in the OECD region shows modest output growth, slowing productivity
gains and mixed progress on the environment. Growing output combined with decreased environmental
impact is a sign of improved productivity with respect to environmental inputs.

In the emerging economies more agri-environmental indicators show declines over time (Figure 1.12,
panel B). Direct farm energy use has increased by 40%, GHG emissions increased by 11% between 1990
and 2020, and nitrogen and phosphorus surpluses increased during most of the period, with a modest
decrease in the 2010s until a new upward trend apparently starts in 2018. The general story in the
emerging economies is one of relatively rapid growth driven in part by more intensive production and
resulting deterioration in environmental performance.

Figure 1.12. Relative change in agricultural production, total factor productivity (TFP) and main
agri-environmental indicators, 1990 to 2020
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Knowledge and innovation for sustainable productivity growth

Generating, exchanging, and diffusing knowledge is a process involving many interconnected activities
and actors, including universities, farmers, research institutions, public sector organisations, and input
suppliers. While the public sector historically had a prominent role in agricultural R&D the private sector
has gained relevance in more recent decades (Fuglie and Toole, 201422;; Pardey et al., 201623); Fuglie
and Echeverria, 2024241). The rising importance of private R&D does not imply a diminished role of the
public sector, as these may complement each other (Pray and Fuglie, 2015p5)). Public funding of
agricultural R&D provides stable funds for knowledge institutions, can focus on research in the public
interest that might be missed by private entities, and can foster public-private partnerships to increase the
impact of research (OECD, 20192¢)).

Farmers have a key role in agricultural innovation (OECD, 2012;27;). Farmers’ learning by doing and
learning by using add practical experience that can lead to adaptations, refinements and novel uses for
innovations (Stuiver, Leeuwis and Van der Ploeg, 20042s)). Farmers can help identify subjects for R&D
and participate in research projects. Extension services and education and training programmes in turn
play a pivotal role in helping farmers adopt sustainable practices and innovations. Integrating local,
indigenous and farmers’ knowledge can enhance sustainability and resilience (Simane et al., 20182g;
Mazzocchi, 2020(30).

Bringing farmers, researchers, policy makers, and private sector actors together in R&D activities can be
done through collaborative and participatory programmes to define priorities, or participatory research
where farmers or consumers help to identify the relevant research needs. Strong networks and research
co-operation can strengthen linkages within the agricultural innovation system and between it and other
sectors (OECD, 20192¢)). To make the most effective use of resources for innovation, an interactive
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approach may be needed in which feedback from users guides the development of new technologies and
serves to align research with emerging needs (OECD/FAQ, 201231)).

R&D and innovation are manifested in the many technologies, processes and practices on farm that lead
to increased agricultural productivity (Box 1.6). Some parts of farming today would be familiar to a farmer
from 100 years ago, and others would be wholly unrecognisable. Impressive progress has been made in
improved genetic varieties that can maintain or improve crop yields under more extreme conditions (such
as drought, extreme temperatures, saline soils, and flooding) or that resist specific pests or diseases
(Wezel et al., 201332)). Precision agriculture is another technology that has come a long way by using data
analysis and remote sensing to optimise resource allocation, including water, fertilisers and agrochemicals
(Campi et al., 202433)).

Box 1.6. Examples of practices, processes and technologies for sustainable productivity growth
in agriculture

There are many innovative tools that, used in different circumstances, can potentially contribute to
sustainable productivity growth. Some of these are relatively new, like robotics and artificial intelligence,
while others like conservation tillage have long been used. All of them have seen continued
improvement that expand the bounds of what is possible to achieve on a plot of land.

e Conservation practices such as minimal soil disturbance (i.e. zero-till farming), crop rotation,
and cover cropping, aim to improve soil health, reduce erosion, and increase water retention.

e Precision agriculture refers to the use of digital technologies (i.e. GPS, drones, and sensors)
to monitor field conditions and apply inputs (water, fertilisers, pesticides) more precisely to
increase efficiency, thus, reducing input waste and environmental impacts.

e Organic fertilisation, split fertilisation and bio-fertilisers aim to substitute or reduce
inorganic fertiliser use, improve the efficiency of fertilisation and general soil fertility, reducing
environmental pollution while improving nutrient availability.

e Crop choice, crop spatial distribution and crop temporal succession management is used
to optimise positive interactions and synergies between crops.

e Crop genetic improvement to develop crop varieties with enhanced resistance to pests and
diseases, better adaptability to climate stressors, improved nutritional content, and reduce need
for agrochemicals.

e Agroforestry integrates trees and shrubs into agricultural landscapes, which can enhance
biodiversity, improve soil health, and increase farm resilience to environmental stresses.

¢ Integrated pest management refers to strategies that use a combination of biological, physical,
and chemical tools minimising economic, health, and environmental risks of pest management.

e Carbon sequestration is the process of capturing and storing atmospheric carbon dioxide
(CO,) in sails, plants, and other organic matter through agricultural practices, which can help
mitigate climate change by reducing the amount of CO, in the atmosphere.

e Biocontrol agents use natural organisms such as insects, mites, or microorganisms to control
agricultural pests and diseases, reducing reliance on chemical pesticides.

e« Water-saving irrigation technologies, including drip irrigation and sprinkler systems, deliver
water directly to the plant roots, reducing water loss and increasing water use efficiency.

¢ Robotics and automation can perform tasks like weeding, harvesting, and planting, monitoring
crop health, increasing efficiency and reducing labour costs. Artificial intelligence is quickly
expanding the capabilities of automated systems.
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e Farm management software combines data from several sources (crop performance, soil,
weather) to help farmers make better decisions about planting, managing and harvesting crops.

Source: Authors’ own elaboration based on Pannell et al. (2006;34)); OECD (2012531)); Wezel et al. (2013j32); Steensland and Zeigler
(2020;35)); and Campi et al. (202433)).

Sustainable agricultural productivity growth is not defined by any particular practice, process or technology.
It is the outcome of actions that, when taken together, lead to improved outcomes over time. Finding the
best combination of practices or technologies in each farm or location is a learning process that involves
all actors in the agricultural knowledge and innovation system.

The role of different actors

Various actors have a role to play in fostering productivity and environmental sustainability (Figure 1.13).
Private firms produce improved inputs, farmers adopt practices and invest in the latest technologies, and
governments provide resources, institutions and incentives for all stakeholders.

Figure 1.13. What governments, farmers and others can do for sustainable productivity growth

Governments

*Strategies

eInstitutional structures
«Stakeholder engagement
*AKIS development
*Monitoring and evaluation

*Reform or reorient support

*Targeted financial incentives (subsidies, grants)
*R&D and innovation support

*Education and training programmes
*Sustainable certifications

*Extension services

eInfrastructure and digitalisation

*Regulations

Sustainable Agricultural
Productivity Growth

Input providers and other private
actors

*Participate in training and education
*Experiment and adapt

*Adopt sustainable practices

*Invest in technologies

*Develop sustainable technologies and inputs
*Invest in R&D for innovation

*Provide training and advice

*Offer products with sustainable certification

*Collaborate with stakeholders

*Collaborate with stakeholders

Note: The figure is a simplification and provides a non-exhaustive overview of possible actions for agricultural sustainable productivity growth.
AKIS: agricultural knowledge and innovation system; R&D: research and development.
Source: Authors’ own elaboration.

Farmers have an important role in agricultural innovation. SPG is ultimately manifested on the farm and
must benefit farmers. Farmers contribute to SPG in many ways. They can:

e Participate in training and education to improve their knowledge and awareness about the
environmental sustainability of their farms and the latest techniques and technologies for
enhancing productivity while preserving natural resources.

o Experiment, test and adapt technologies and practices to their operations considering the
specificity of their contexts.
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¢ Adopt sustainable practices to improve soil health, reduce erosion, improve water retention and
optimise the use of chemical inputs. This can enhance soil health and resource efficiency.

¢ Invest in technologies to enhance productivity while minimising negative environmental impacts.
On-farm data on environmental performance, digital technologies and precision agriculture tools,
such as GPS-guided machinery and drones, are particularly important.

Enhanced SPG also involves private actors higher up in the production chain. Input suppliers and other
participants in the agricultural knowledge and innovation system can:

o Develop sustainable technologies and inputs, investing in R&D: Input producers can invest in
R&D to create innovative products to support sustainable farming practices. For example, improved
chemicals, precision farming systems, and new genetic varieties.

e Provide education, training and advice: Input providers can offer educational resources and
training programmes to farmers on the proper use of their products in a sustainable manner. Private
advisors or extension agents can provide knowledge of best practices and new technologies.

o Offer products with sustainability certification: Implementing sustainability certification
programmes for inputs, companies can demonstrate their commitment and assure farmers and
consumers that the inputs they use meet certain environmental and social standards.

Both farmers and input providers should collaborate with other stakeholders, including agricultural
organisations, research institutions, and government agencies to develop and promote sustainable
agriculture initiatives. By working together, farmers can put forward their experience and needs and input
providers can leverage expertise and resources to address common challenges and advance sustainability
goals. Governments facilitate and participate in these collaborations and have produced many strategies
and approaches to help assess the extent to which they advance SPG and then leverage lessons learned
to achieve SPG (Box 1.7). Many approaches can have similar aims and share common features. However,
they can also differ in their scope, definitions, and extent to which they have been adopted by farmers and
taken up in policy (OECD, 2023(3¢]). Ultimately, regardless of the nomenclature applied to any agricultural
production approach, whether the approach advances environmentally sustainable productivity growth
depends on its impacts on production efficiencies including as related to impacts on natural resources.

Box 1.7. Examples of some approaches promoted by governments to advance environmental
objectives

Governments may choose to promote specific farming practices as part of their sustainability strategies.
These can produce some environmental benefits but may also have other effects, including being less
productive. The net benefits of these depend on the context in which they are implemented and the
particular sustainability characteristics including as related to food security, food prices, farmer income,
and particular environmental benefits and their distribution, sought by governments, producers and
consumers. These practices include, for example:

Organic agriculture is a holistic production management system that promotes agro-ecosystem
health, including biodiversity, biological cycles, and soil biological activity, using mainly agronomic,
biological, and mechanical methods instead of synthetic materials. The main characteristics are the
prohibition of most synthetic inputs and the use of mandatory crop rotations. Standards for organic
production have been developed by several associations and governments, aiming to differentiate
products and segment markets through food labels (Rousset etal., 201537). Organic products
command a price premium and market segmentation that reflects consumer’s interest in health, safety,
quality and environmental protection (Popa et al., 20193s); Eyinade, Mushunje and Yusuf, 20213g)). It
offers environmental benefits like lower pesticide residues, richer biodiversity, and greater drought
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resilience, although its environmental, particularly climate, performance per unit of output is context-
dependent (OECD, 2016u0;; Seufert and Ramankutty, 201741;; Gaudaré et al., 202342)).

Agroecology is “a holistic and integrated approach that simultaneously applies ecological and social
concepts and principles to the design and management of sustainable agriculture and food systems,
seeking to optimize the interactions between plants, animals, humans and the environment while also
addressing the need for socially equitable food systems” (FAO, 2020p3)). It gained prominence in the
1990s in the United States and Latin America, it is seen as a science, a set of agricultural practices,
and a social movement (Wezel et al., 2009p4)). There are no national or international standards, but the
concept is increasingly incorporated in policy. A study of 15 cases in Europe found that agroecological
farms tend to enhance biodiversity and water quality compared to non-agroecological farms, though no
clear patterns were found regarding soil quality or economic performance (Landert et al., 2020p5)). The
study also suggested that while some agroecological practices lead to reduced greenhouse gas
emissions, in certain contexts, some practices can increase the energy use of the farms.

Regenerative agriculture involves various practices and ideas. It can be defined by processes
(e.g. using cover crops, integrating livestock, reduced or no tillage), outcomes (e.g. improving soil
health, carbon sequestration, increased biodiversity), or both (Newton et al., 2020u¢)). According to the
European Academies’ Science Advisory Council, regenerative agriculture emphasises soil restoration
and the interplay of crops and farm animals and is broader and less prescriptive than agroecology and
organic agriculture, allowing targeted use of modern technology, tilling, and inorganic inputs (EASAC,
2022471). The United Nations Intergovernmental Panel on Climate Change’s Special Report on Climate
Change and Land lists regenerative agriculture as one of the sustainable land management practices
effective in building agro-ecosystem resilience. In the United States, some municipal governments have
incorporated it into their climate action plans (The Climate Reality Project, 2019ug;). While no national
or international standards exist, private standards are emerging.

Circular agriculture focuses on using minimal external inputs, closing nutrient loops, regenerating
soils, and minimising environmental impact. It is based on the circular economy concept, where re-using
and recycling are integral to production and use choices (Philp and Winickoff, 20184¢;). This includes
using manure as organic fertiliser and wastewater in irrigation. Circular agriculture is not defined by
specific farm practices or standards but is often associated with mixed crop-livestock production,
organic production, and agroforestry. Since 2018, the Dutch Government has promoted a transition
towards circular agriculture, emphasising ecological principles combined with modern technology, new
partnerships, economic models, and social services (OECD, 2023s0;). This approach aims for good
yields, resource and energy efficiency, and minimal environmental, nature, and climate impact (WUR,
201851)).

Bioeconomy refers to the sustainable production and use of biological resources (instead of fossil
resources), processes, and principles (notably, biogenic instead of fossil resources) to provide goods
and services across all economic sectors. Biotechnology and the life sciences contribute centrally to
primary production (and industry) through the conversion of biomass into food, materials, chemicals,
and fuels. In the last decade, the bioeconomy has outgrown just biotechnology, and it is embedded in
the far-reaching transitions that are taking place in energy, transport and industrial production (Philp
and Winickoff, 2019;52)). In agriculture and food systems, the bioeconomy focuses on integrating
biological innovations and biotechnologies to enhance productivity, environmental sustainability, and
economic resilience (Diakosavvas and Frezal, 2019;s3)). This includes the use of bio-based fertilisers,
advanced plant breeding techniques, and bioprocesses to convert agricultural residues into valuable
products such as bioenergy, bioplastics, and bio-based chemicals. The bioeconomy approach aims to
reduce dependence on fossil resources, minimise GHG emissions, and promote circularity within
agricultural systems. As a holistic concept, the bioeconomy in agriculture not only enhances resource
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efficiency and reduces environmental impact but also fosters rural development and economic
opportunities.

Source: Based on OECD (20233¢)).

The main policy challenge for governments is to create the enabling environment and the right incentives
to optimise resource use from an economic, environmental and social perspective (Steensland and Zeigler,
2020;35). In doing so, governments should consider potential spillover effects, including transboundary
spillovers, and trade-offs. The governance framework, regulations and the set of policies can define the
right incentives to direct innovation for SPG. In this context, governments could focus on the following
actions:

e« Governance can create an enabling environment that supports SPG. It involves the formulation
and implementation of comprehensive strategies that prioritise innovation and provide incentives
for all stakeholders. It also includes institutional structures (agencies, co-ordinating groups,
independent assessment bodies, as well as horizontal and vertical co-ordination in governments)
that ensure that strategies are effectively translated into actions and provide stability and continuity
in the efforts to enhance SPG. Governance should facilitate stakeholder’s engagement and
strengthen the AKIS system to integrate research, education, and extension services (OECD,
201354)).

¢ Policies: governments can implement policies to incentivise sustainable agriculture practices and
accelerate the transformation of agriculture towards a more productive and environmentally
sustainable sector in many ways:

o Reform or reorient support: some forms of support have the potential to distort production
and trade or can worsen environmental outcomes, although the effects on the environment are
not as clear cut as for production and trade. Reforming or reorienting agricultural policy to
address those support measures that are harmful to the environment will help move towards
more sustainable and productive agriculture and food systems.

o Targeted subsidies and tax incentives: if well-designed and implemented, such policies can
encourage farmers to adopt practices that promote soil health, biodiversity conservation, and
resource efficiency. Governments may also use taxes to discourage unsustainable practices
by applying the polluter pays principle.

o Investment in R&D: funding research initiatives focused on sustainable agriculture can lead
to the development of innovative technologies and practices although the impact of R&D can
take up to 20 years (OECD, 2011s5)). Governments can support research institutions and
collaborate with the private sector to drive progress in sustainable farming methods.

o Promotion of sustainable certification programmes: governments can develop or support
sustainable certification programmes rewarding farmers for implementing environmentally and
socially responsible practices. These programmes can help differentiate sustainable products
in the marketplace and promote consumer awareness.

o Extension services: a traditional source of technical assistance to farmers, extension services
help disseminate knowledge and awareness about environmental sustainability. Extension
agents can offer guidance on soil management, water conservation, pest control, and other
aspects of sustainable agriculture.

o Public investments: building rural infrastructure, such as irrigation systems, roads, and
market facilities, as well as digital infrastructure and services, can improve access to inputs,
markets, and agricultural services while reducing food loss and waste.

o Regulations: can encourage the adoption of sustainable practices and technologies to achieve
specific environmental goals (Martini, 2023(s6)). They include environmental regulations, land
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use regulation, water resource management, and food safety standards. Regulations are part
of an overall policy package to guide the innovation into the direction of both environmental
sustainability and productivity growth.

Policy coherence and alignment across different levels of government (local, national, and international)
helps promote sustainable productivity growth. By fostering collaboration and co-ordination among
stakeholders, integrated policy approaches can address the interconnected challenges of sustainable
productivity growth. This alignment also helps to harmonise regulatory frameworks, reduce inefficiencies,
and create an enabling environment for innovation and investment.

Government actions to support innovation for sustainable productivity growth

The countries covered in this report are taking action to promote innovation for SPG. These actions take
many different forms and methods. Each country has their own circumstances, and issues that are pressing
in one country may be low priorities elsewhere. Despite this, there are some common threads. Investments
in new crop varieties and genetics are used in many countries to promote climate change adaptation.
Another common thread observed is investments in public infrastructure, particularly for irrigation. The
examples of what countries identified as important efforts to promote SPG presented below are taken from
their submissions for this OECD report and organised according to the government actions identified in
Figure 1.13. The individual country chapters provide more in-depth coverage of the many government
actions being taken.

Governance

Governance is the combination of institutions, strategies and frameworks that guide policy-making and
defines the relationship between government and citizens. Good governance promotes sustainable
productivity growth by facilitating stakeholder’s engagement and strengthening the AKIS system by
integrating research, education, and extension services.

Strategies

Many governments have developed a strategy or framework to guide policy development related to
innovation for SPG. These set out objectives and timelines and outline the needs and perspectives that
will shape government policy. While some of these strategies are explicitly about innovation for SPG,
others target specific challenges faced by the country that are strongly relevant for SPG. When a country
does not have a formal strategy or framework, there is usually a set of underlying principles behind their
approaches to innovation for SPG. Some examples of countries’ strategies are described below.

The Japanese Strategy for Sustainable Food Systems (the MIDORI Strategy) presents the case of an
explicit SPG strategy. It is connected to policy action via the Act to Promote Low Environmental Impact
Business Activities for the Establishment of Environmentally Harmonized Food Systems (the MIDORI Act),
which helps to implement the SPG strategy by supporting producers and business operators who work
towards reducing their environmental burden.

Czechia adapted its existing system to frame policies that promote SPG and several related
components act together. This includes the Czech Republic 2030 strategic framework, which incorporates
the 17 UN sustainable development goals. The New Research, Development and Innovation (R&D&l)
Concept of the Ministry of Agriculture for the years 2023-32 creates a basic framework for the direction of
departmental research. The Earth Il Programme 2024-32 is one of the main tools of this concept, with an
emphasis on transfer and usability of the results in practice. These strategic elements are supported with
implementation policies that include the Concept of the Advisory System for the years 2017—-2025 and the
Concept of Protection against the Consequences of Drought for the territory of the Czech Republic
2023-27.
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SPG can also be part of a larger environmental and social strategy. The European Green Deal (EGD)
aims to make Europe climate neutral, protect its diverse natural habitats, and transform the European
economy. The associated Farm to Fork and Biodiversity Strategies define the prominent role of the CAP
in the transition to more sustainable food systems. Notably, European Union Member States are
encouraged to include in their CAP strategic plans non-binding national targets — referred to as “national
values” — on outcomes that include the overall use and risk of chemical pesticides, expansion of organic
farming, sales of antimicrobials, or combating deterioration of soil fertility. Colombia’s Integral Rural
Reform includes sustainable productivity as a key component. To enhance land productivity, the
government provides the productive factors necessary for agricultural production, such as irrigation
equipment, and extension services, but also for rural goods and services such as electricity, drinking water,
housing, education, health, roads, and digital connectivity.

SPG strategies can focus on development of rural areas. The Strategy for Sustainable Development
of Rural Areas, Agriculture and Fisheries 2030 outlines Poland’s ambitions to achieve multifunctional
economic development in rural areas, ensure the country’s food security, increase the value added of
agriculture, and promote a sustained increase in the income of rural inhabitants. The Strategy also seeks
to minimise economic, social and territorial disparities, and to improve environmental conditions. In
Mexico, the Sectoral Programme for Agriculture and Rural Development 2019-2024 stipulates that
sustainable productivity growth is mainly approached by improving agricultural productivity for food self-
sufficiency and promoting the sustainable use of soil and water.

Strategies may explicitly focus on foresight. The Strategic Plan for Science reflects Canada’s vision
for the future of R&D to help the agro-food sector to adjust to the new reality and tackle new challenges. It
holds that change begins with a paradigm shift toward sustainable agriculture, which takes into
consideration the environmental, social, and economic context in which all their scientific activities are
conducted.

SPG and climate change mitigation and adaptation are parallel and overlapping issues. The National
Statement on Climate Change and Agriculture in Australia emphasises the importance of sustainably to
increase agricultural productivity and profitability. This will be achieved by targeting investment in R&D,
and by increasing training, education and capacity building to support uptake and adoption of innovations
and technologies. Australia is also exploring pathways for emissions reduction in the sector through the
development of an Agriculture and Land Sectoral Plan one of six decarbonisation plans being developed,
to guide the country’s transition to a net zero economy by 2050. Belgium’s Wallonia 2030 Air, Climate
and Energy Plan seeks to improve farms’ energy efficiency, use and storage of manure, and the use of
pesticides. Many R&D activities in New Zealand focus on reducing emissions while maintaining efficiency,
improving productivity, and sequestering soil carbon. For example, SFF Futures, a public co-investment
programme finances projects that deliver economic, environmental and social benefits. In Tirkiye, the
Strategic Plan of the Ministry of Agriculture and Forestry (2024-2028) includes targets and indicators for
adaptation to climate change and reducing greenhouse gas emissions, increasing the capacity to combat
drought, using renewable energy, and controlling the effects of floods within the scope of the aim of
Increasing the Capacity and Resilience to Adapt to Climate Change.

SPG strategies can also encompass the broader food system. In Belgium, the Flemish Food Strategy
aims to build a better food system in terms of health, environment and climate, economic and social
resilience, and innovation. Under this strategy, structural funding is provided for research, innovation and
investment that aim to develop a sustainable food system, e.g. through agro-ecological methods or
precision farming. The Swedish national food strategy (Livsmedelsstrategin) aims to develop a competitive
food supply chain that will increase overall food production while respecting national environmental
objectives, that will generate growth and employment, and that will contribute to sustainable development
throughout the country.
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Institutional structures

Institutions include agencies, coordinating groups, independent assessment bodies, as well as horizontal
and vertical co-ordination in governments that ensure that strategies are effectively translated into actions
and provide stability and continuity in the efforts to enhance SPG. Some examples of relevant institutional
structures are described below.

The Agricultural Knowledge and Innovation System (AKIS) is a key contributor to SPG in many
countries. In the European Union, the AKIS encompasses a complex network of actors at regional,
national, and European levels, and which includes farmers, research, education, advisory and extension
services, the private sector, and others who generate, disseminate, and apply knowledge and innovation
in agriculture and related fields. The new CAP 2023-27 does more to integrate agricultural advisory
services with other AKIS actors, to improve knowledge flows within the system, particularly between
researchers and farmers, and to promote interactive innovation and digitalisation in agriculture. National
AKIS co-ordination bodies act as contact points for AKIS-related matters between Member States and the
European Commission. These bodies oversee daily AKIS activities, support the implementation of AKIS
strategies, monitor and evaluate them, and suggest modifications to the Strategic Plan when necessary.

While private sector innovation is increasingly important, there is a strong role for national
research organisations. The National Agricultural Research Organisations (NARO) in Japan is the
largest knowledge generator in the field of agricultural science in the country. NARO has more than
1 700 researchers among its 3 200 staff, 21 research centres and departments, including five regional
agricultural research centres. The French National Research Institute for Agriculture, Food and
Environment (INRAE) follows the roadmap ‘INRAE 2030’ that has identified five scientific priorities and
three policy priorities to address the challenges related to agriculture, food and environment through
science, innovation and expertise. The National Research Centre for Agricultural Technologies (Agritech)
in Italy promotes technologies for a sustainable agriculture with a focus on resilience, low impact,
circularity, support to disadvantaged areas, and traceability. The Crop Research Institute in Czechia
develops cultivation technologies to support biodiversity, methods to protect plants from pests, and
breeding new varieties to ensure high-quality and safe commodities and food.

Multinational institutions can boost research capacity. The European Research Area (ERA) is a
unified market for research and innovation across the European Union that helps align national efforts
and encourages joint programming towards more sustainable food systems. The Research and Innovation
Framework Programme “Horizon Europe” (HE) supports research and innovation in areas such as
sustainable land use and the development of a resilient and inclusive agricultural sector. It incorporates
partnerships and networks to address societal challenges with initiatives such as the EU Mission “A Soil
Deal for Europe”, which seeks to restore soil health by 2030. Mexico is part of several international groups
and forums, where technical discussions on strategies for the conservation of pastureland soils in the
country are organised. Moreover, a regular forum between indigenous peoples of Mexico and First Nations
of Canada allows to exchange experiences on the sustainable development, including agricultural
activities, within their territories.

Facilitating stakeholder engagement

Several countries emphasise stakeholder involvement to facilitate SPG. For instance, in Austria, the
VISION 28+, a stakeholder-driven strategy process, is developing a joint vision for Austria’s agriculture
and rural areas by providing strategic guidelines and proposing concrete measures to achieve specific
targets. The National Rural Area Programme (NPLG) in the Netherlands uses a consensus model for
transformative agriculture. It combines national measures with area-specific measures, including those
that focus on knowledge and innovation. Canada’s Agricultural Climate Solutions Living Labs Program
brings together scientists, farmers, industry and other stakeholders together in the research and co-
development of practices and technologies designed to increase carbon and reduce emissions.
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Strengthening the AKIS

Knowledge hubs bring together stakeholders and encourage co-operation. For example, national
knowledge hubs for “animal production”, “climate and environment”, “business management and
entrepreneurship” and “digitalisation” in Sweden facilitate collaboration between AKIS actors and allows
for a better integration of advisors within AKIS. In the United States, ten regional Climate Hubs are led
and hosted by the US Department of Agriculture (USDA), with contributions from many agencies. The
Climate Hubs link USDA research and programme agencies in their regional delivery of timely and
authoritative tools and information to agricultural producers and professionals. The USDA also hosts an
International Climate Hub to share research, tools, collaborative efforts, and best practices on a global
scale. In Malta AgriHub serves as a place where researchers, innovators, and farmers work together to
develop innovative agricultural practices. The European Innovation Partnership for Agricultural Productivity
and Sustainability (EIP-AGRI) in the European Union encourages groups to come together to solve
common problems (Box 1.8).

Box 1.8. AKIS: The European Union’s flagship policy tool to foster agricultural innovation

The European Union applies a unique approach to promote sustainable agricultural productivity by
enhancing collaboration within the Agricultural Knowledge and Innovation System (AKIS) in Europe and
bridging the gap between research and practical farming (EU SCAR, 2012;57;). The European Innovation
Partnership for Agricultural Productivity and Sustainability (EIP-AGRI), established in 2012, is based on
an interactive innovation model. EIP Operational Groups (OGs) were conceived to address practical
problems and to explore new opportunities leading to innovative solutions. They bring together partners
with diverse expertise — practical, scientific, technical, and organisational — and include farmers,
researchers, advisors, businesses, and environmental groups to foster innovation in agriculture,
forestry, and rural areas.

The Common Agricultural Policy (CAP) supports OG projects through national CAP Strategic Plans
under the CAP 2023-27, and previously through Rural Development Programmes under the
CAP 2014-22. Member States can support OG projects in two stages through their CAP Strategic Plans:
the preparation phase (i.e. setting up the OG) and the implementation phase (which includes
disseminating results through at least the EU CAP Network). The Managing Authority of each Member
State launches funding calls with or without a thematic focus based on their national, regional, or
thematic priorities. OGs are initiated by one of the project members. Under CAP 2023-27, an OG can
also involve partners from different regions within the same country (cross-border) or from two or more
EU Member States (transnational).

National implementation of EIP-AGRI varies significantly. After a slow start, the number of OG projects
has been increasing. By May 2024, approximately 3 500 OGs were active or had completed their
projects. Spain, ltaly, the Netherlands, and Germany host the largest nhumber of these groups,
accounting for over half of all OGs. The most common thematic areas for OG projects are farming
practices, agricultural production systems, plant production and horticulture, and the competitiveness
and diversification of farming/forestry. Notably, about 60% of OGs were focussed on climate-
environment themes before the European Green Deal was launched.

Awards were granted in May 2024 in recognition of OGs that had developed the most innovative
practices, solutions, products, and processes. The winning projects include:

e “Colorado Beetle Catcher: Sustainable Machine Pest Control” (Netherlands), in the category
“Sustainable Management of Natural Resources” for addressing the increasing occurrence of
the Colorado potato beetle on Dutch farms due to hotter summers.
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e “Parsutt — Parma Ham High Sustainability Standard” (Italy), in the category “Animal Welfare
and Husbandry” for creating a sustainability protocol for heavy pig farming based on animal
welfare and biosecurity.

e “SUBALMA - Improving the Productivity and Sustainability of Underground Drip Irrigation
Systems Using Oil Mill Waste as Fertilizer Through the Use of Nanobubbles” (Spain), in the
category “Climate Change Mitigation and Adaptation” for establishing circular economy
strategies that reuse oil mill by-products as fertilisers through techniques ensuring maximum
water-use efficiency.

e “Precision Farming in Brandenburg” (Germany), in the “Digitalisation” category for developing
a fully digitised, site-specific soil acidity management process and decision support system for
variable-rate liming.

Source: EC (2012gs8); EU CAP Network (2024;s91), (2024601), (2024517).

Better data can boost research efforts as the following examples show. The Estonian Agricultural
Big Data project aims to link available datasets collected by the public and private sectors and to create
digital decision-making tools which enable the agricultural producer to adopt climate and environmentally
friendly technologies. The United States’ International Agricultural Productivity data series provides
globally comparable data that can be used to support policy decisions related to sustainable productivity
growth (USDA, 202316)). It provides national and regional indices of total agricultural outputs, inputs, and
total factor productivity (TFP). Promoting Application of Information Technology to Collection of Information
about and Forecasting of State Agricultural Product Markets in Viet Nam provides timely information to
support regulation and trade, and to enhance the competitiveness, value-added, and sustainable
development of Vietnamese agricultural products.

Monitoring and evaluation

Monitoring and evaluation is central to achieving sustainable productivity growth in practice. Sustainability
is not a particular practice, but an outcome that must be achieved. That requires measurement to assure
that policies effectively achieve sustainability objectives, and that progress is happening at the desired
pace. Monitoring and evaluation provide important feedback to farmers and policymakers, helping them to
take advantage of information to adapt and adjust where needed. Some examples of relevant systems are
described below.

Kazakhstan’s Concept for the Development of Agriculture for 2021-2030 put in place an environmental
monitoring system, particularly to monitor GHG emissions from livestock. Several Estonian agricultural
enterprises are piloting a carbon footprint measuring tool. It will enable carbon footprint audits of agricultural
enterprises, which in turn will guide improvements. It will also address the lack of measurable data on farm-
level carbon emissions, which has been an impediment in carrying out meaningful improvements. In
response to press surrounding high rates of contamination of vegetables by pathogens and pesticide
residues, Viet Nam issued a decision to develop “safe, concentrated vegetable production areas.” Within
these zones, the government undertakes testing of soil and water quality, monitors pathogens and
pesticide residues, and prohibits livestock farming to prevent contamination. The United States is
investing in GHG Measurement, Monitoring, Reporting and Verification (MMRV) to establish a
comprehensive strategy to improve data, models, and tools needed for quantifying the impact of
conservation practices on GHG emissions and carbon sequestration.

Digital monitoring tools improve SPG performance. The SatGrass programme in Austria uses satellite
and weather data to assess yield and forage quality of plant populations on grassland. To better monitor
the use of fertilisers and pesticides, Switzerland launched the data platform digiFlux, on which all farmers
will be required to report their chemical products use as from 2026. Switzerland also deployed a new public
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platform to increase transparency on trends in agricultural and food market volumes and prices. Since
2023, Spanish authorities, in collaboration with public research institutions, are focusing on evaluating the
most sustainable agricultural practices in terms of farm profitability, biodiversity and climate change
mitigation.

Policies

Governments can implement policies to incentivise sustainable agriculture practices and accelerate the
transformation of agriculture towards a more productive and environmentally sustainable sector in many
ways. Supporting farmers’ actions and investments is a main policy tool, but far from the only approach
taken by governments. Public investments deliver needed services and infrastructure for farmers to
improve their operations.

Targeted subsidies and tax incentives

In many countries tax incentives are used to encourage on-farm investments in innovation. Taxes can also
be used to have the polluter pay so that production decisions consider the true cost of resources. However,
taxing to constrain production intensity or the use of inputs to reduce the environmental impacts of
agriculture in OECD countries is limited, whereas providing tax exemptions such as for fuel is more
common (OECD, 2020z)).

Policies can encourage farmers to adopt practices that promote soil health, biodiversity conservation, and
resource efficiency. While innovation for SPG needs public research and extension to reach its full
potential, ultimately SPG takes place on the farm through actions taken by farmers. Governments have
many policies in place intended to encourage farmers to adopt innovations. This includes financing
investments, sharing the costs of new practices, encouraging the setup of young farmers, and the use of
regulatory incentives. As shown above, different forms of producer support are linked to either mandatory
performance requirements or voluntary constraints encouraging action beyond statutory requirements.
While mandatory requirements refer to applicable regulations, 5% of support to producers is made
conditional on specific practices to improve the environmental performance of the farm. Some examples
of subsidies and tax incentives are described below.

In addition to policies directly targeting SPG, major agricultural support policies can also be used to support
SPG through mandatory constraints linked to performance requirements or voluntary constraints
encouraging action beyond statutory requirements. About one quarter of support in the PSE is linked to
either mandatory or voluntary environmental constraints (see Figure 1.9). However these constraints have
often been unsuccessful in achieving their objectives (Deboe, 20203)).

Co-financing is a common tool to accelerate investments in new technologies. Slovenia helps with
investments in low-emmission stables, low-emission manure storage capacities and the efficient use of
nitrogen fertilisers. An investment programme in Germany supports agricultural farms that want to invest
in modern technology in order to implement more climate, nature and environmental protection in the area
of fertilisation and plant protection. The Basin-Based Support Model in Turkiye plans and supports the
production of appropriate agricultural products based on basin characteristics and serves as the framework
for several types of support payments and irrigation development. An essential part of government support
in Kazakhstan is to encourage farmers to adopt modern water-saving technologies by conditioning support
on the type of irrigation method adopted. In Belgium, the Flemish Agricultural Investment Fund support
investments that promote increased productivity and innovation, sustainable processing and marketing of
agricultural products, and in farms that have a sustainable business strategy. Portugal has implemented
measures to increase water efficiency at the farm level via both investment and farming practices and
supports farm-level investments in machinery. Romania is equipping farms with machinery and equipment
to reduce the use of pesticides and improve manure management and supports farm-level investment in
technologies related to precision agriculture. Environmental measures in Sweden incentivise farmers to
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adopt advanced technologies, including support for precision farming, to reduce emissions of carbon
dioxide and other climate gases, and to produce biogas from manure. In Brazil precision farming
technology is promoted through the National Policy for Incentives on Precision Agriculture and Livestock
(Law No. 14 475). To support this approach, most rural credit lines finance precision farming equipment.
The Targeted Agriculture Modernisation Schemes (TAMS 3) in Ireland provide grants to farmers to build
or improve farm buildings and equipment. A recent report suggests that these investments have increased
the use of low emissions slurry spreading techniques from 5% to 75% of dairy farms between 2018 and
2022.

Several governments provide incentives for farmers to act on SPG. The Stimulus Programme for
Agriculture supporting climate change mitigation and adaptation in Austria is complemented by support
for voluntary biodiversity reserves and area-specific conservation measures. European Union countries
can provide incentives as part of the CAP or via state aid. In India, the National Mission for Sustainable
Agriculture (NMSA) promotes environmentally-friendly practices and site-specific approaches via a gradual
transition to green technology, energy efficient equipment, conservation of natural resources, and
integrated agriculture. In Chile, the Sustainable Soil Management System (SIGESS) uses incentives and
training to promote sustainable soil management practices by farmers and improve the chemical, physical
and biological properties of soils. Subsidies for Soil Conservation and Sustainable Agriculture in Israel
provides direct payments to farmers to convert from conventional tillage to soil conservation and
sustainable agriculture practices that promote soil health, minimum soil disturbance, biological diversity,
and improved microclimate. The ecological plan France Nation Verte, includes 25 actions to support the
building of 50 000 km of new hedgerows by 2030. Programmes that are targeted and tailored to
enviornmental challenges can accelerate progress, and spending in this area is growing in importance
(Box 1.9).

Box 1.9. Countries are increasingly investing in programmes to foster sustainability

In the European Union, the new CAP offers farmers more opportunities to boost farm sustainable
modernisation and productivity than ever before. Over time, CAP support has increasingly incorporated
environmental and climate goals, with increasing mandatory and voluntary constraints tied to payments.
CAP has also focused more on promoting sustainable practices, resource efficiency, biodiversity
conservation, and climate actions, with a growing portion of payments linked to environmental
requirements through the enhanced conditionality, agri-environmental measures and new eco-
schemes. Fostering knowledge exchange and collaboration within the agricultural sector has gained
importance under the CAP 2023-27. Non-agricultural instruments at the EU-level, such as the Recovery
and Resilience Facility (with associated National Recovery and Resilience Plans), the Digital Europe
Programme (DIGITAL), and the European Social Fund+ (ESF+), contribute to sustainable productivity
growth in European agriculture (see chapter on the European Union for more information).

In the United States, the Inflation Reduction Act directed additional resources towards several USDA
programmes that benefit environmental conservation. This allowed a substantial expansion in the
Environmental Quality Incentives Program, Regional Conservation Partnership Program, Conservation
Stewardship Program, Agricultural Conservation Easement Program, and the Conservation Technical
Assistance Program. Many of these programmes were oversubscribed, with more farmers wanting to
participate than prior funding would allow. This spending will be distributed over ten years and is
designed to support adoption of specific practices with climate benefits. The conservation funding is in
addition to otherwise available program funds, and participation is voluntary, incentive-based and
targeted to support climate-smart mitigation activities and other conservation activities that facilitate
them (see the US chapter for more information on these programmes).
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Helping new farmers get established also supports innovation by bringing fresh ideas to the sector
(Campi et al., 202433)). The Establishment of Young Farmers programme in Lithuania supports greater
diversity of agriculture systems in addition to facilitating sustainable business development in rural areas.
In Latvia, programmes targeting social sustainability include Young Farms and Business Development,
which provides start-up support to young farmers. France launched a guidance pact for the generational
renewal of agriculture, after one year of public consultation process with the farming community, education
and research players, local representatives, associations and young people in agricultural education. It
identifies around 20 measures to reconcile agriculture and society, foster the emergence of a new
generation of farmers at the forefront of the food transition, redesign production systems at farm level as
well as supply chains and local areas.

Partnerships for Climate-Smart Commodities provides grants in the United States to fund pilot projects
that support marketing of climate-smart commodities. These projects pilot innovative and cost-effective
methods for quantification, monitoring, reporting and verification of greenhouse gas benefits; and develop
markets and promote the resulting climate-smart commodities. The Agriculture Innovation Fund in Italy
aims to support the development of innovation projects in agriculture, fisheries and aquaculture sector by
financing digital and precision technologies for water saving and to reduce the use of chemical products.

Several governments help the sector to align with environmental limits to encourage SPG.
Luxembourg is working to decrease cattle herds in order to reduce greenhouse gas and ammonia
emissions via the measures Aid to Reduce the Stocking of Cattle and Helping to Maintain a Herd and a
Low Livestock Stock. The Netherlands has a similar programme called National Termination Scheme for
Livestock Farming Locations (Landelijke beéindigingsregeling veehouderijlocaties met piekbelasting, Lbv-
plus). Flanders (Belgium) provides payments to pig farmers to reduce or entirely close their operations.

Governments can also provide incentives in other parts of food chains. In Canada, the AgriScience
programme supports activities related to pre-commercialisation and pre-adoption of innovation. Funding
covers areas such as health claims and human clinical trials, variety development, pest and disease
surveillance, and indigenous knowledge. The Agrilnnovate programme supports the phases of technology
demonstration, technology commercialisation and technology adoption, providing financial aid to
businesses on an interest-free repayable basis. Key areas include advanced manufacturing, automation,
robotics, and digitisation. As part of a larger policy to fight food waste, France provides a fiscal incentive
by offering a 60% tax deduction on food donations. Spain provides participative loans (Agroinnpulso) for
agro-food SMEs to finance innovative technology-based projects. The Bionova tool in Norway helps to
reduce emissions by supporting innovation and value creation within the bioeconomy related to agriculture,
forestry and aquaculture. In the United Kingdom, the Farming Innovation Investor Partnership provides
later-stage investment in agri-tech businesses that are developing and implementing new technologies.
The scheme combines grant funding with equity funding from private investors for businesses that have
the potential to grow and generate revenue through farm-focused innovations which work towards
resolving the challenges of productivity, sustainability, and net-zero emissions.

Better integrating farmers in the food chain supports SPG by encouraging value creation. Primary
producers in Portugal are helped to integrate the agro-food chain through quality schemes, adding value
to agricultural products, promoting local markets, by shortening supply chains, and through producer
groups. Support at the farm-level is directed towards helping farmers participate in collective organisations.
The Food Fund Act in Iceland supports development and innovation in producing food and food products
from side products in agriculture and fisheries. The fund emphasises innovative and sustainable projects
for food production. Agri-Business Corridors in the Philippines are designed to attract more investment in
agriculture and to introduce innovative technologies to farmers. Several innovation pilot sites were created
in different regions, including the rehabilitation of post-harvest facilities (such as ice plant or cold storage
facilities), the development of high-yielding seed laboratories, and the development of technology business
incubation hubs.
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Some countries provide low levels of support with the aim to avoid resource misallocation. For
example, low support in Australia, New Zealand and elsewhere is intended in part to motivate innovation,
resource efficiency, to facilitate competitiveness and to improve productivity and sustainability.

Investment in R&D

Funding research initiatives focused on sustainable agriculture can lead to the development of innovative
technologies and practices. Governments can support research institutions and collaborate with the private
sector to drive progress in sustainable farming methods. In many countries tax incentives are used to
encourage investments into research and development (OECD, 20202;). Available data suggest that the
share of public expenditures on knowledge generation within general services for the sector has increased
over the past two decades. However, these expenditures have grown more slowly than the size of the
sector. Some examples of policies supporting investment in R&D are described below.

Public R&D can tackle priority issues. Germany aims to reduce the use and risk of pesticides and to
promote the development of environmentally friendly alternatives. It also focuses on research on
sustainable agriculture and agroecology, i.e. adapting agriculture to natural and climatic conditions and
cycles, and to regional and local needs. New Zealand places an increasing focus on technological
solutions to increase productivity and reduce emissions. For example, NZ Sheep of the Future focusses
on new farm system approaches for a range of sheep breeds, using genetics to help future-proof the
industry, breeding sheep with optimum meat and wool production, as well as a greater tolerance for hot
weather and with lower methane emissions. Public-sector research in India focuses on developing new
crop varieties and management practices to improve yields and tackle pests and diseases under various
agro-climatic conditions. The Agricultural Research Master Plan in Turkiye sets out priorities for planning
of R&D to support sustainable productivity growth. Its project selection criteria to cope with climate change
in the field of soil and water resources consider both climate adaptation-mitigation and agricultural drought
mitigation strategies.

Many R&D programmes revolve around improved genetics. The China Climate-Smart Staple Crop
Production project has been helping to select new crop varieties with high yields and enhanced climate
stress resistance, to optimise cropping structures, and to improve agricultural infrastructure. R&D in the
Philippines has developed rice varieties adapted to environmental stresses. In Ireland, public research
has enabled selection of animals with low-methane traits, delivering up to 30% mitigation with no impact
on production. The Greenbreed project has led to the publication of the world’s first national genomic
evaluations for methane emissions in Irish beef cattle. The Plant Breeding Programme 2020-2030 in
Estonia helps to develop new varieties for food, feed and industrial purposes that have higher productivity,
quality and resilience. In Costa Rica, the National Seed Policy for 2017-30 includes the development of
seed varieties that are adapted to local conditions, and having higher yields and better quality, via modern
plant breeding techniques. In Poland, research is aimed at preserving the genetic diversity of plants,
including innovative studies in plant breeding. This research has led to the development of more productive
crop varieties that are more resistant to biotic and abiotic stresses. The first national gene bank in Malta
will serve as a national repository for plant genetic diversity, conserving the genetic diversity of local plant
varieties and animal breeds, heirloom varieties, crop wild relatives, and other wild plants. In Brazil, a major
focus of its Integrated Landscape Approach has been R&D in developing high-yielding crops and livestock.
In Japan, an ongoing project is developing crop varieties that require less nitrogen input, following the
recent success of Biological Nitrification Inhibition (BNI)-enabled wheat that can produce the same or
higher yield with 30-50% less fertiliser.

R&D helps develop improved production systems. The National Program on Sustainable Agricultural
Systems is the leading research programme covering SPG at the US Department of Agriculture’s principal
in-house research agency, the Agricultural Research Service. The goal of this programme is “diversified
agricultural systems that sustain and improve productivity, profitability, ecosystem health, and human well-
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being.” The programme is built around three components: building agroecosystems for intensive, resilient
production via the interaction of genetics with environment and management; increasing the efficiency of
agroecosystems; and achieving agroecosystem potential. The National Growth Fund in the Netherlands
funds Regeneratieve Landbouw (Re-Ge-NL), with a focus on the transition towards a regenerative
agricultural system.

Promotion of sustainable certification programmes

Governments can develop or support sustainable certification programmes rewarding farmers for
implementing environmentally and socially responsible practices. These programmes can help
differentiate sustainable products in the marketplace and promote consumer awareness.

Many countries, especially in Europe, view organic farming as a driver of SPG. For example, the
2030 Organic Farming Strategy in Germany reflects the objective that by 2030 30% of agricultural land
will be organically farmed. This aims to align agricultural diversity with the goals of environmental protection
and resource conservation via the extension of organic farming so as to improve biodiversity, water
conservation, soil fertility, resource efficiency, and more. A major strategic approach to SPG in Croatia is
its focus on organic agriculture and related value chains, formalised in the country’s National Action Plan
for the Development of Organic Agriculture for the period 2023-2030. New Zealand enacted the Organic
Products and Production Act to help develop new standards for organic products, and to set requirements
for businesses in the organic sector from production through to sale.

Extension services

A traditional source of technical assistance to farmers, extension services help disseminate knowledge
and awareness about environmental sustainability. Extension agents can offer guidance on soil
management, water conservation, pest control, and other aspects of sustainable agriculture. Available data
suggest that public expenditures for knowledge transfer represents just under 9% of the GSSE, a share
that has remained largely unchanged from the early 2000s. However, relative to the sectors value of
production, such investments have almost halved over the same period. Some examples of policies
supporting related activities are described below.

Model farms are a popular tool to demonstrate new technologies for SPG. The 2035 Arable Farming
Strategy in Germany funds model, demonstration, research and development projects supporting plant
breeding, plant protection, biodiversity, climate adaptation, crop diversity, crop rotation, and nutrient
management. The Smart Farm Expansion Plan in Korea is designed to strengthen the overall
competitiveness of the smart farming industry by establishing basic infrastructure and creating innovative
models. Policy targets include young farmers and upstream and downstream industries. Two hundred and
twenty water-saving agricultural demonstration areas were established in dry farming areas in north and
northwest China to demonstrate and promote technologies for water-resource efficiency. A network of pilot
farms in Luxembourg demonstrates innovative techniques and decision support tools for pesticides and
presents recommendations in a digital user interface. Mexico has an agricultural bioeconomy training
programme for small-scale farmers with three objectives: waste and pollution reduction, circular use of
products and materials, and regeneration and conservation of natural resources. This programme aims to
offer consumers food products produced in an environmentally sustainable way, but also products that
have social and economic benefits to poor farmers.

Agriculture education can start early. Czechia supports practical teaching at secondary and higher
vocational schools of agricultural orientation to make agriculture more attractive to young students by
implementing the Lifelong Learning Strategy and creating professional content of educational programs.
AgriFutures, an Australian R&D corporation, is working with education providers and industry on a
National Food and Fibre Education Strategy. This strategy is aimed at fostering an interest in food and
fibre industries amongst school students from an early age.’
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Public investments

Public investments such as for irrigation systems, roads, market facilities, and digital infrastructure and
services can improve access to inputs, markets, and agricultural services while reducing food loss and
waste. These investments can enable on-farm actions and investments that would not otherwise be
possible. Available data suggest that public expenditures for agriculture-related infrastructure represents
nearly half of the GSSE, a share that has increased slightly over the past two decades. Much of these are
related to off-farm irrigation investments notably in a number of Asian countries. Some examples of
relevant infrastructure investments are described below.

Many countries have taken advantage of the digital revolution in connectivity, data collection, sensing,
and use of information and automation to improve productivity. The France 2030 Plan includes the
agroecology and digital programme that prioritises research that will accelerate the agroecological
transition with digital tools. This programme encompasses research on digital technology, the
characterisation of genetic resources, the development of new digital and robotic equipment, and on
connected infrastructure and decision support tools. The Act on Fostering and Supporting Smart Farming
in Korea outlines the policy direction for infrastructure development, distribution, expansion, and support
for smart agriculture. This Act provides a legal foundation to expand smart farms and will help to enhance
the technical capabilities of farmers, industrial workers, and experts. It will also promote the introduction of
new equipment and services in the agriculture sector. The Digital Public Agriculture Infrastructure, Digital
Agriculture Mission and the electronic National Agricultural Market (e-NAM Scheme) in India aim to
promote the diffusion and adoption of agri-tech solutions. It includes Al-based precision agriculture, 10T-
based real-time data collection systems, and drone-based agriculture to improve yields and profitability.

Digital tools for farmers are used to foster SPG. An updated version of the National Color-Coded
Agricultural Guide (NCCAG) Map, in the Philippines displays the suitability of crops (such as water
availability and climate data) and identifies eight major hazards based on projected climate scenarios for
2050. In Spain, DigiMAPA helps the agro-food sector to connect with agrotech companies. This initiative
and others like grants for smart agriculture investments and calls to encourage agri-food data spaces (both
funded by recovery and resilience European funds) have been implemented to strengthen the AKIS in the
country. A smartphone-operated paddy field water management system in Japan as well as agriculture
management applications linked to location information will allow even unskilled farmers to digitise and
automate work records. The Smart Farming Action Plan in Austria targets digital transformation related to
infrastructure, training, and promotion of digital solutions. The AgNav digital platform in Ireland is a support
tool which enables the estimation of farm-level emissions, enabling farmers and their advisors to create
and model the environmental impact of a farm sustainability plan.

Regulations

Governments use regulations to require farmers to do more for environmental sustainability. For
example, in the European Union, the Nitrates Directive sets out maximum amounts of organic fertilizer
that may be applied per hectare (normally 170 kg/ha) to help prevent nutrient runoff. In the United
Kingdom, the Control of Agricultural Pollution Regulations seeks to reduce the impact of pesticides,
fertilisers, and manure on water quality, ecosystems, and soils. Regulations are typically in place to ensure,
among other things, that pesticides are used responsibly (e.g. the Federal Insecticide, Fungicide, and
Rodenticide Act in the United States), that soil additives are safe (e.g. Sewage Sludge Ordinance in
Austria), that fertilisers are used correctly (Danish Act on Agriculture Use of Fertilizers and Plant Cover)
and that manure is stored in a way that ensures proper use (such as the Ontario Nutrient Management Act
in Canada).

Governments also can leverage support programmes to motivate improved compliance with
regulations. Often called “cross-compliance regulations” these provisions require recipients of support to
take or avoid certain actions as part of eligibility criteria. In the PSE, these are labelled as having input
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constraints that are mandatory when the requirement is to comply with a law in effect and voluntary when
eligibility requires actions beyond legal minimums. In the United States, eligibility of most main support
programmes requires compliance with mandatory conservation provisions. The CAP in the European
Union contains mandatory requirements as part of “enhanced conditionality” under the form of Statutory
Management Requirements (SMR) — which are applicable to all farmers — and Good Agricultural and
Environmental Condition (GAECSs) standards, which apply to all farmers receiving CAP support.

This section provides examples of government actions that are designed to contribute to SPG. They
demonstrate the complexity of the task facing countries, and some of their priorities and approaches. Many
countries have reported different types of strategic frameworks to guide the direction of their agro-food
sector towards SPG. The scope of these strategies and the balance between productivity and other goals,
and what aspect of sustainability of most concern differs in many cases. Whether SPG objectives are being
achieved is something that can be observed only in retrospect, which requires time and monitoring to
determine.

Countries appear to agree on the importance of innovation for SPG. Examples show the strengthening of
the AKIS and investments in education and extension services. Attention is also being paid to digitalisation
and data, and enabling technologies that help to strike a balance between productivity and sustainability.
However, innovation needs the right incentives to encourage SPG. This is why several examples support
specific research areas that contribute to the environmental sustainability of agriculture, as well as
government support for the adoption of sustainable technologies and practices by producers.

Regulations provide important incentives that if well-designed can steer the innovation process towards
more sustainable outcomes. Only a few countries have reported regulations that seek to improve the
environmental sustainability of agriculture. Low reporting of regulations for SPG doesn’t mean that
regulations are absent, but that they may be considered as less relevant.

All countries in this report have taken actions towards achieving SPG according to what it means to them.
An overall assessment of the results of these efforts remains elusive. Every country would benefit from an
agreed comparable measurement of performance in achieving SPG that would allow governments to
monitor their progress, obtain evidence of the degree of success, and adjust policies accordingly. Being
able to measure outcomes serves as a compass to ensure that countries are on the path to SPG. Moving
towards a common view of SPG will help coordinate international efforts.

Summary and conclusions

Preliminary evidence suggests that the overall level of support in the countries included in this report has
declined slightly between 2022 and 2023 but remains significantly above levels observed in the pre-
pandemic era. Whether this higher level of support is a structural change that will persist or simply a
response to the currently still unsettled nature of markets and trade remains to be seen. With the war in
Ukraine continuing, evolving conflicts in the middle east affecting trade on the Suez Canal, drought
affecting the Panama Canal, and the possibility of climate-change affecting weather trends and variability,
it is safe to say that policy makers are currently acting in a world much different than even five years ago.

While levels of support relative to gross farm receipts have declined in most countries over the past two
decades, the evidence suggests that the way support is being delivered to producers has not fundamentally
changed in recent years. For example, the share of MPS and other most distorting forms of support in the
overall positive producer support has been relatively stable, declining only 5 percentage points over the
last 20 years to 65% in 2021-23. OECD work has shown that these measures can have the potential to
harm the environment.

One important change is that the centre of gravity of agricultural support has moved from OECD countries
towards the emerging economies, in particular China and India. The level of support in China began to
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increase in the mid-2000s, as that country made increasing use of border measures to protect domestic
production. India’s overall PSE is negative, but the support package in that country contains elements of
positive and negative support to producers that have a cumulative market impact that is likely greater than
the aggregate PSE number suggests.

Governments have demonstrated their interest in agricultural policy reform, and accelerating the pace of
reforms could bring benefits. For example, the OECD has estimated that reorienting budgetary support
towards targeted investments in productivity and abatement technologies could reduce global agricultural
greenhouse gas emissions (Valin, Henderson and Lankoski, 2023p). To this end, OECD members
acknowledged the need to examine harmful and beneficial support measures and committed to “intensify
efforts as appropriate to reform or reorient agricultural policy, and in particular to address those support
measures that are harmful to the environment, to move towards more sustainable agriculture and food
systems” in 2022 (OECD, 2022}10)).

At COP28 in 2023, 160 countries endorsed a Declaration which included a stated intention to “revisit or
orient policies and public support related to agriculture and food systems to promote activities which
increase incomes, reduce greenhouse gas emissions, and bolster resilience, productivity, livelihoods,
nutrition, water efficiency and human, animal and ecosystem health while reducing food loss and waste,
and ecosystem loss and degradation” (COP28, 2023s41). Target 18 of the Kunming-Montreal Global
Biodiversity Framework also commits to a reduction or reform of incentives that harm biodiversity and
scaling up positive incentives for the conservation and sustainable use of biodiversity (CBD, 2022ss)).

Regardless of the challenges faced in recent years, farmers, ranchers and other agricultural producers
have demonstrated impressive resilience. The value of production of agricultural commodities has been
steadily trending upward as producers adopt innovations to increase production while also reducing their
environmental impact. This fact alone accounts for the decline in the %PSE, the share of support as a
share of gross farm receipts, which has halved from 18% in 2000-02 to 9% in 2021-23. As a consequence,
the average farmer has become much less dependent on producer support. This statistic of course masks
important variations across countries, and the following chapter will investigate individual country
experiences in more detail.

Governments want sustainable productivity growth that contributes to environmental, social, and economic
sustainability objectives to meet the food and nutrition needs of current and future generations. The
evidence shows that governments are taking action by developing strategies and frameworks, investing in
R&D institutions and the AKIS, and by providing incentives to producers to develop and adopt new
methods. But more should be done to accelerate progress. Spending on the agricultural knowledge and
information system (AKIS) is declining as a share of general services support in emerging economies. In
all countries AKIS spending is a small portion of total support provided to the sector, USD 25 billion out of
USD 842 billion in 2021-23. More broadly, general support to the sector, public investments that underpin
its health and performance, made up only 16% of the TSE, a share that has been declining over time. At
the same time, Total Factor Productivity, an important indicator of innovation performance, has slowed
significantly in the last decade. In OECD countries, agricultural TFP grew by 1.4% annually between
1991-2000, 1.6% between 2001-10, and 0.85% in 2011-21.

Governments can also be more ambitious about using support to achieve environmental objectives. While
20% of support is subject to some kind of mandatory constraints much of this has to do with complying
with existing regulations and only about 5% is designed to explicitly encourage voluntary environmental
action. This share is low because most support still is in the form of MPS; if only payments based on
A/An/R/I are considered, nearly half of support has some condition attached to it that encourages farmers
to follow regulations, to take action to protect the environment, to improve the welfare of animals, or other
public objective. Reorienting more support from those forms considered potentially most distorting to other
forms would also increase the opportunity for governments to use support effectively to encourage
sustainable productivity growth.
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Annex 1.A. Definition of OECD indicators of
agricultural support

Nominal indicators used in this report

Producer Support Estimate (PSE): The annual monetary value of gross transfers from consumers and
taxpayers to agricultural producers, measured at the farm gate level, arising from policy measures that
support agriculture, regardless of their nature, objectives or impacts on farm production or income. It
includes market price support, budgetary payments and budget revenue foregone, i.e. gross transfers from
consumers and taxpayers to agricultural producers arising from policy measures based on: current output,
input use, area planted/animal numbers/receipts/incomes (current, non-current), and non-commodity
criteria. PSE categories are defined in Box 1 A.1.

Market Price Support (MPS): The annual monetary value of gross transfers from consumers and
taxpayers to agricultural producers arising from policy measures that create a gap between domestic
market prices and border prices of a specific agricultural commodity, measured at the farm gate level. MPS
is available by commodity, and sums of negative and positive components are reported separately where
relevant along with the total MPS.

Producer Single Commodity Transfers (producer SCT): The annual monetary value of gross transfers
from consumers and taxpayers to agricultural producers, measured at the farm gate level, arising from
policies linked to the production of a single commodity such that the producer must produce the designated
commodity in order to receive the payment. This includes broader policies where transfers are specified
on a per-commodity basis. Producer SCT is also available by commodity.

Group Commodity Transfers (GCT): The annual monetary value of gross transfers from consumers and
taxpayers to agricultural producers, measured at the farm gate level, arising from policies whose payments
are made on the basis that one or more of a designated list of commodities is produced, i.e. a producer
may produce from a set of allowable commodities and receive a transfer that does not vary with respect to
this decision.

All Commodity Transfers (ACT): The annual monetary value of gross transfers from consumers and
taxpayers to agricultural producers, measured at the farm gate level, arising from policies that place no
restrictions on the commodity produced but require the recipient to produce some commodity of their
choice.

Other Transfers to Producers (OTP): The annual monetary value of gross transfers from consumers and
taxpayers to agricultural producers, measured at the farm gate level, arising from policies that do not
require any commaodity production at all.

Consumer Single Commodity Transfers (consumer SCT): The annual monetary value of gross
transfers from (to) consumers of agricultural commodities, measured at the farm gate level, arising from
policies linked to the production of a single commodity. Consumer SCT is also available by commodity.

Consumer Support Estimate (CSE): The annual monetary value of gross transfers from (to) consumers
of agricultural commodities, measured at the farm gate level, arising from policy measures that support
agriculture, regardless of their nature, objectives or impacts on consumption of farm products. If negative,
the CSE measures the burden (implicit tax) on consumers through market price support (higher prices),
that more than offsets consumer subsidies that lower prices to consumers.
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General Services Support Estimate (GSSE): The annual monetary value of gross transfers arising from
policy measures that create enabling conditions for the primary agricultural sector through development of
private or public services, institutions and infrastructure, regardless of their objectives and impacts on farm
production and income, or consumption of farm products. The GSSE includes policies where primary
agriculture is the main beneficiary, but does not include any payments to individual producers. GSSE
transfers do not directly alter producer receipts or costs or consumption expenditures. GSSE categories
are defined below.

Total Support Estimate (TSE): The annual monetary value of all gross transfers from taxpayers and
consumers arising from policy measures that support agriculture, net of the associated budgetary receipts,
regardless of their objectives and impacts on farm production and income, or consumption of farm
products.

Total Budgetary Support Estimate (TBSE): The annual monetary value of all gross budgetary transfers
from taxpayers arising from policy measures that support agriculture, regardless of their objectives and
impacts on farm production and income, or consumption of farm products.

Gross Farm Receipts (GFR): The annual monetary value of production, to which budgetary transfers to
individual producers are added (i.e. VP + PSE — MPS).

Commodity Gross Receipts: The annual monetary value of production for an individual commodity, to
which budgetary transfers to producers of that commodity are added (i.e. VP + producer SCT — MPS).

Ratio indicators and percentage indicators

Percentage PSE (%PSE): PSE transfers as a share of gross farm receipts (including support in the
denominator).

Percentage SCT (%SCT): Single Commodity Transfers as a share of gross receipts for the specific
commodity (including support in the denominator).

Share of SCT in total PSE (%): Share of Single Commodity Transfers in the total PSE. This indicator is
also calculated by commodity.

Producer Nominal Protection Coefficient (producer NPC): The ratio between the average price
received by producers (at farm gate), including payments per tonne of current output, and the border price
(measured at farm gate). The Producer NPC is also available by commodity.

Producer Nominal Assistance Coefficient (producer NAC): The ratio between the value of gross farm
receipts including support and gross farm receipts (at farm gate) valued at border prices (measured at farm
gate).

Percentage CSE (%CSE): CSE transfers as a share of consumption expenditure on agricultural
commodities (at farm gate prices), net of taxpayer transfers to consumers. The %CSE measures the
implicit tax (or subsidy, if CSE is positive) placed on consumers by agricultural price policies.

Consumer Nominal Protection Coefficient (consumer NPC): The ratio between the average price paid
by consumers (at farm gate) and the border price (measured at farm gate). The Consumer NPC is also
available by commodity.

Consumer Nominal Assistance Coefficient (consumer NAC): The ratio between the value of
consumption expenditure on agricultural commodities (at farm gate) and that valued at border prices.

Percentage TSE (%TSE): TSE transfers as a percentage of GDP.
Percentage TBSE (% TBSE): TBSE transfers as a percentage of GDP.
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Percentage GSSE (%GSSE): Share of expenditures on general services in the Total Support Estimate
(TSE).

Share of potentially most distorting transfers in aggregated gross producer transfers (%):
represents the sum of positive MPS, the absolute value of negative MPS, payments based on output and
payments based on unconstrained use of variable inputs, relative to the sum of positive MPS, the absolute
value of negative MPS, and all budgetary payments to producers.

Annex Box 1.A.1. Definitions of categories in the PSE classification

Definitions of categories

Category A1, Market price support (MPS): Transfers from consumers and taxpayers to agricultural
producers from policy measures that create a gap between domestic market prices and border prices
of a specific agricultural commodity, measured at the farm gate level.

Category A2, Payments based on output: Transfers from taxpayers to agricultural producers from
policy measures based on current output of a specific agricultural commodity.

Category B, Payments based on input use: Transfers from taxpayers to agricultural producers arising
from policy measures based on on-farm use of inputs:

e Variable input use that reduces the on-farm cost of a specific variable input or a mix of variable
inputs.

e Fixed capital formation that reduces the on-farm investment cost of farm buildings, equipment,
plantations, irrigation, drainage, and soil improvements.

e On-farm services that reduce the cost of technical, accounting, commercial, sanitary and
phytosanitary assistance and training provided to individual farmers.

Category C, Payments based on current A/An/R/Il, production required: Transfers from taxpayers
to agricultural producers arising from policy measures based on current area, animal numbers, revenue,
or income, and requiring production.

Category D, Payments based on non-current A/An/R/l, production required: Transfers from
taxpayers to agricultural producers arising from policy measures based on non-current (i.e. historical or
fixed) area, animal numbers, revenue, or income, with current production of any commodity required.

Category E, Payments based on non-current A/An/R/l, production not required: Transfers from
taxpayers to agricultural producers arising from policy measures based on non-current (i.e. historical or
fixed) area, animal numbers, revenue, or income, with current production of any commodity not required
but optional.

Category F, Payments based on non-commodity criteria: Transfers from taxpayers to agricultural
producers arising from policy measures based on:

e Long-term resource retirement: Transfers for the long-term retirement of factors of production
from commodity production. The payments in this subcategory are distinguished from those
requiring short-term resource retirement, which are based on commodity production criteria.

e A specific non-commodity output: Transfers for the use of farm resources to produce specific
non-commodity outputs of goods and services, which are not required by regulations.

e Other non-commodity criteria: Transfers provided equally to all farmers, such as a flat rate or
lump sum payment.
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Category G, Miscellaneous payments: Transfers from taxpayers to farmers for which there is a lack
of information to allocate them among the appropriate categories.

Note: A (area), An (animal numbers), R (receipts) or | (income).
Definitions of labels

With or without current commodity production limits and/or limit to payments: Defines whether
or not there is a specific limitation on current commodity production (output) associated with a policy
providing transfers to agriculture and whether or not there are limits to payments in the form of limits to
area or animal numbers eligible for those payments. Applied in categories A—F.

With variable or fixed payment rates: Any payments is defined as subject to a variable rate where
the formula determining the level of payment is triggered by a change in price, yield, net revenue or
income or a change in production cost. Applied in categories A—E.

With or without input constraints: defines whether or not there are specific requirements concerning
farming practices related to the programme in terms of the reduction, replacement, or withdrawal in the
use of inputs or a restriction of farming practices allowed. Applied in categories A—F. The payments
with input constrains are further broken down to:

e Payments conditional on compliance with basic requirements that are mandatory (with
mandatory);

e« Payments requiring specific practices going beyond basic requirements and voluntary (with
voluntary).

o Specific practices related to environmental issues.
o Specific practices related to animal welfare.
o Other specific practices.
With or without commodity exceptions: defines whether or not there are prohibitions upon the

production of certain commodities as a condition of eligibility for payments based on non-current
A/An/R/l of commaodity(ies). Applied in Category E.

Based on area, animal numbers, receipts or income: defines the specific attribute (i.e. area, animal
numbers, receipts or income) on which the payment is based. Applied in categories C—E.

Based on a single commodity, a group of commodities or all commodities: defines whether the
payment is granted for production of a single commodity, a group of commaodities or all commodities.
Applied in categories A-D.

Drivers of the change in PSE

Decomposition of PSE

Per cent change in PSE: Per cent change in the nominal value of the PSE expressed in national currency.
The per cent change is calculated using the two most recent years in the series.

Contribution of MPS to per cent change in PSE: Per cent change in nominal PSE if all variables other
than MPS are held constant.

Contribution of price gap to per cent change in the PSE: Per cent change in nominal PSE if all variables
other than gap between domestic market prices and border prices are held constant.
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Contribution of quantity produced to per cent change in the PSE: Per cent change in nominal PSE if
all variables other than quantity produced are held constant.

Contribution of budgetary payments (BP) to per cent change in PSE: Per cent change in nominal PSE
if all variables other than BP are held constant.

Contribution of BP elements to per cent change in PSE: Per cent change in nominal PSE if all variables
other than a given BP element are held constant. BP elements include Payments based on output,
Payments based on input use, Payments based on current A/An/R/I, production required, Payments based
on non-current A/An/R/l, production required, Payments based on non-current A/An/R/I, production not
required, Payments based on non-commodity criteria and Miscellaneous payments.

Change in Producer Price

Per cent change in Producer Price: Per cent change in Producer Price (at farm gate) expressed in
national currency. The per cent change is calculated using the two most recent years in the series.

Decomposition of the change in the Border Price

Per cent change in Border Price: Per cent change in Border Price (at farm gate) expressed in national
currency. The per cent change is calculated using the two most recent years in the series.

Contribution of Exchange Rate to per cent change in Border Price: Per cent change in the Border
Price (at farm gate) expressed in national currency if all variables other than Exchange Rate between
national currency and USD are held constant.

Contribution of Border Price expressed in USD to per cent change in Border Price: Per cent change
in the Border Price (at farm gate) expressed in national currency if all variables other than Border Price (at
farm gate) expressed in USD are held constant.

Note: The change in Producer Support Estimate (PSE) is not decomposed when PSE is negative for the
current and/or previous year. The producer price change and the border price change are not calculated
when both negative and positive market price support (MPS) occur at the commaodity level for the previous
year. Note that negative MPS estimates for livestock products may arise in cases of aligned product prices
if there is positive MPS for feed commodities.

Definition of GSSE categories

Agricultural knowledge and innovation system

e Agricultural knowledge generation: Budgetary expenditure financing research and development
(R&D) activities related to agriculture, and associated data dissemination, irrespective of the
institution (private or public, ministry, university, research centre or producer groups) where they
take place, the nature of research (scientific, institutional, etc.), or its purpose.

e Agricultural knowledge transfer. Budgetary expenditure financing agricultural vocational schools
and agricultural programmes in high-level education, training and advice to farmers that is generic
(e.g. accounting rules, pesticide application), not specific to individual situations, and data
collection and information dissemination networks related to agricultural production and marketing.

Inspection and control

e Agricultural product safety and inspection: Budgetary expenditure financing activities related
to agricultural product safety and inspection. This includes only expenditures on inspection of
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domestically produced commodities at first level of processing and border inspection for exported
commodities.

Pest and disease inspection and control: Budgetary expenditure financing pest and disease
control of agricultural inputs and outputs (control at primary agriculture level) and public funding of
veterinary services (for the farming sector) and phytosanitary services.

Input control: Budgetary expenditure financing the institutions providing control activities and
certification of industrial inputs used in agriculture (e.g. machinery, industrial fertilisers, pesticides,
etc.) and biological inputs (e.g. seed certification and control).

Development and maintenance of infrastructure

Hydrological infrastructure: Budgetary expenditure financing public investments into
hydrological infrastructure (irrigation and drainage networks).

Storage, marketing and other physical infrastructure: Budgetary expenditure financing
investments to off-farm storage and other market infrastructure facilities related to handling and
marketing primary agricultural products (silos, harbour facilities — docks, elevators; wholesale
markets, futures markets), as well as other physical infrastructure related to agriculture, when
agriculture is the main beneficiary.

Institutional infrastructure: Budgetary expenditure financing investments to build and maintain
institutional infrastructure related to the farming sector (e.g. land cadastres; machinery user groups,
seed and species registries; development of rural finance networks; support to farm organisations,
etc.).

Farm restructuring: Budgetary payments related to reform of farm structures financing entry, exit
or diversification (outside agriculture) strategies.

Marketing and promotion

Collective schemes for processing and marketing: Budgetary expenditure financing investment
in collective, mainly primary, processing, marketing schemes and marketing facilities, designed to
improve marketing environment for agriculture.

Promotion of agricultural products: Budgetary expenditure financing assistance to collective
promotion of agro-food products (e.g. promotion campaigns, participation on international fairs).
Cost of public stockholding: Budgetary expenditure covering the costs of storage, depreciation
and disposal of public storage of agricultural products.

Miscellaneous: Budgetary expenditure financing other general services that cannot be
disaggregated and allocated to the above categories, often due to a lack of information.

More detailed information on the indicators, their use and limitations is available in OECD’s Producer
Support Estimate and Related Indicators of Agricultural Support: Concepts, Calculation, Interpretation
and Use (the PSE Manual) available on the OECD public website (https://www.oecd.org/en/topics/policy-
issues/agricultural-policy-monitoring.html).
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Annex 1.B. Estimates of support to agriculture:
Regional aggregates

Annex Table 1.B.1. OECD: Estimates of support to agriculture

Million USD

1986-88 2000-02 2021-23 2021 2022 2023p
Total value of production (at farm gate) 594 108 673 504 1484 549 1420 226 1524115 1509 306
of which: share of MPS commodities (%) 71.27 71.03 75.36 74.64 77.39 74.03
Total value of ption (at farm gate) 554 043 664 884 1326 604 1233 562 1365904 1380 346
Producer Support Estimate (PSE) 229163 220177 223 661 243073 203709 224 201
Support based on commodity output 186 224 142 442 82735 89 584 67 365 91256
Market Price Support1 173628 127 489 78779 84 289 63 795 88 254
Positive Market Price Support 177 964 128 120 79058 84 394 63 848 88933
Negative Market Price Support -4 336 -631 -279 -105 -53 -679
Payments based on output 12 596 14 953 3955 5295 3570 3002
Payments based on input use 19571 19523 32985 30210 33 362 35384
Based on variable input use 9146 8012 12211 11158 13053 12423
with input constraints 1199 577 2138 1314 2550 2551
Based on fixed capital formation 6882 5079 11267 9596 10422 13784
with input constraints 1638 629 2896 2206 2207 4275
Based on on-farm services 3543 6431 9507 9457 9887 9177
with input constraints 439 967 2043 1907 2038 2182
Payments based on current A/An/R/I, production required 19377 41382 54710 59935 51746 52 449
Based on Receipts / Income 2052 3173 6573 6533 5883 7303
Based on Area planted / Animal numbers 17 325 38209 48137 53401 45 864 45147
With input constraints 4093 16 898 40726 46 539 39009 36 628
Payments based on non-current A/An/R/I, production required 533 7 3150 4829 2426 2197
Payments based on non-current A/An/R/I, production not required 2080 13721 43 587 52 365 43 060 35336
With variable payment rates 181 4318 3255 6619 2504 641
with commodity exceptions 0 4079 3018 6 366 2270 418
With fixed payment rates 1899 9403 40332 45746 40 556 34 694
with commodity exceptions 1561 6081 2643 2883 2437 2607
Payments based on non-commodity criteria 1078 3206 5926 5575 5305 6898
Based on long-term resource retirement 1076 2900 4056 3926 3703 4540
Based on a specific non-commodity output 2 237 1666 1510 1388 2101
Based on other non-commodity criteria 0 69 204 140 214 257
Miscellaneous payments 300 -166 568 576 445 682
Percentage PSE (%) 35.28 28.74 13.73 15.39 12.24 13.63
Producer NPC (coeff.) 1.46 1.26 1.06 1.07 1.05 1.07
Producer NAC (coeff.) 1.55 1.40 1.16 1.18 1.14 1.16
General Services Support Estimate (GSSE) 25594 36 782 49 242 50 050 48 420 49 256
Agricultural knowledge and innovation system 4872 8018 15928 16 208 14 984 16 591
Inspection and control 1076 1931 4 865 4755 4905 4937
Development and maintenance of infrastructure 10223 16 400 18 753 18728 19034 18498
Marketing and promotion 2156 5779 7005 7600 6838 6578
Cost of public stockholding 5872 2282 561 533 585 564
Miscellaneous 1395 2371 2130 2221 2074 2089
Per ge GSSE (% of TSE) 9.32 13.11 14.24 13.92 14.52 14.32
Consumer Support Estimate (CSE) -154 246 -117 697 -24 251 -37 340 1194 -36 607
Transfers to producers from consumers -163 208 -122 282 -75918 -79 857 -61 869 -86 027
Other transfers from consumers -22413 -19530 -22 085 -24 810 -18 706 -22739
Transfers to consumers from taxpayers 19 956 23 580 72832 66 530 81441 70 526
Excess feed cost 11420 534 920 797 328 1633
Percentage CSE (%) -28.88 -18.35 -1.93 -3.20 0.09 -2.79
Consumer NPC (coeff.) 1.50 1.27 1.08 1.09 1.06 1.09
C NAC (coeff.) 1.41 1.22 1.02 1.03 1.00 1.03
Total Support Estimate (TSE) 274713 280 540 345735 359 653 333570 343983
Transfers from consumers 185 622 141 811 98 003 104 667 80575 108 766
Transfers from taxpayers 111 505 158 258 269 817 279796 271701 257 956
Budget revenues 22413 -19530 -22 085 -24 810 -18 706 -22739
Percentage TSE (% of GDP) 1.94 1.01 0.57 0.61 0.55 0.54
Total Budgetary Support Estimate (TBSE) 101085 153 051 266 956 275 364 269774 255729
Percentage TBSE (% of GDP) 0.71 0.55 0.44 0.47 0.45 0.40

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.

A/An/R/I; Area planted/Animal numbers/Receipts/Income.

The OECD total for 1986-88 includes all 38 OECD member countries except Chile, Colombia, Costa Rica, Israel, Latvia, Lithuania and Slovenia, for which data
are not available. The OECD total for 2000-02 includes all 38 OECD member countries except Latvia and Lithuania. TSE as a share of GDP for 1986-88 for the
OECD is an estimate based on available data.

1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities: see notes to individual country tables.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-explorer.oecd.org/.
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Annex Table 1.B.2. Emerging Economies: Estimates of support to agriculture

Million USD

2000-02 2021-23 2021 2022 2023p
Total value of production (at farm gate) 521904 3060010 2947 247 3117103 3115680
of which: share of MPS commodities (%) 75.03 82.86 83.01 83.73 81.82
Total value of [ (at farm gate) 520 728 3045 639 2927897 3121692 3087327
Producer Support Estimate (PSE) 20558 207 835 213 621 184 301 225583
Support based on commodity output 1291 66 670 70920 40 263 88 827
Market Price Support1 876 62900 66 935 36 575 85190
Positive Market Price Support 24147 254 207 268 026 259 369 235226
Negative Market Price Support -23271 -191307 -201 091 -22279% -150 037
Payments based on output 416 3770 3984 3687 3638
Payments based on input use 17323 80974 80 532 84 574 77815
Based on variable input use 11479 58 987 56 494 63 463 57003
with input constraints 0 1969 950 2073 2884
Based on fixed capital formation 4 466 19673 21042 19124 18 854
with input constraints 1 1392 1102 1483 1592
Based on on-farm services 1379 2314 2996 1987 1958
with input constraints 0 0 0 0 0
Payments based on current A/An/R/I, production required 813 34 965 35203 34713 34978
Based on Receipts / Income 813 2000 1613 1538 2848
Based on Area planted / Animal numbers 0 32965 33590 33175 32130
With input constraints 0 0 0 0 0
Payments based on non-current A/An/RI/I, production required 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 370 22930 24 430 22408 21951
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 370 22930 24430 22408 21951
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 458 1159 1189 1162 1127
Based on long-term resource retirement 458 1159 1189 1162 1127
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0
Miscellaneous payments 302 1138 1347 1180 885
Percentage PSE (%) 3.80 6.48 6.90 5.65 6.93
Producer NPC (coeff.) 1.00 1.03 1.04 1.02 1.03
Producer NAC (coeff.) 1.04 1.07 1.07 1.06 1.07
General Services Support Estimate (GSSE) 18 949 56 978 57181 56 642 57 112
Agricultural knowledge and innovation system 2978 8743 8671 8667 8890
Inspection and control 784 3650 3550 3666 3734
Development and maintenance of infrastructure 6955 31624 31908 31150 31813
Marketing and promotion 28 761 649 836 798
Cost of public stockholding 8102 12016 12234 12 085 11731
Miscellaneous 103 184 169 238 146
Percentage GSSE (% of TSE) 42.83 19.05 18.74 20.29 18.23
Consumer Support Estimate (CSE) -935 -113 083 -139 862 -86 278 -113111
Transfers to producers from consumers -3 885 -118 269 -141768 -100 646 -112 394
Other transfers from consumers -2830 -51422 -63 413 -40 261 -50 591
Transfers to consumers from taxpayers 4735 34337 34 265 38180 30 565
Excess feed cost 1044 22270 31054 16 448 19 309
Percentage CSE (%) -0.18 -3.76 -4.83 -2.80 -3.70
Consumer NPC (coeff.) 1.01 1.06 1.08 1.05 1.06
C NAC (coeff.) 1.00 1.04 1.05 1.03 1.04
Total Support Estimate (TSE) 44 242 299 150 305 068 279123 313 260
Transfers from consumers 6714 169 691 205 181 140 906 162 985
Transfers from taxpayers 40 358 180 881 163 300 178 477 200 866
Budget revenues -2 830 -51422 -63 413 -40 261 -50 591
Percentage TSE (% of GDP) 1.28 1.04 1.10 0.96 1.07
Total Budgetary Support Estimate (TBSE) 43 367 236 250 238132 242 548 228 070
Percentage TBSE (% of GDP) 1.26 0.82 0.86 0.84 0.78

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I: Area planted/Animal numbers/Receipts/Income.
The Emerging Economies include Argentina, Brazil, China, India, Indonesia, Kazakhstan, the Philippines, Russian Federation, South Africa, Ukraine and
Viet Nam.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities: see notes to individual country tables.
Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Annex Table 1.B.3. All countries: Estimates of support to agriculture

Million USD

2000-02 2021-23 2021 2022 2023p
Total value of production (at farm gate) 1195409 4576 484 4400193 4672 525 4656 733
of which: share of MPS commodities (%) 72.77 80.37 80.23 81.62 79.25
Total value of ption (at farm gate) 1185611 4437 810 4226 512 4554131 4532787
Producer Support Estimate (PSE) 240735 436 927 462 354 392995 455433
Support based on commodity output 143733 150 033 160 978 108 080 181041
Market Price Support1 128 364 142299 151690 100 814 174 393
Positive Market Price Support 152 266 333882 352 886 323 661 325098
Negative Market Price Support -23 902 -191 583 -201 196 -222 847 -150 706
Payments based on output 15369 7734 9288 7266 6649
Payments based on input use 36 846 114 624 111432 118 539 113901
Based on variable input use 19 491 71495 67 952 76 799 69733
with input constraints 577 4107 2265 4623 5434
Based on fixed capital formation 9545 31235 30943 29 804 32959
with input constraints 630 4288 3309 3690 5867
Based on on-farm services 7810 11893 12536 11936 11208
with input constraints 967 2049 1907 2039 2202
Payments based on current A/An/R/I, production required 42194 91576 96 898 88244 89 585
Based on Receipts / Income 3986 8978 8341 7895 10697
Based on Area planted / Animal numbers 38209 82598 88 557 80 349 78 889
With input constraints 16 898 41929 47768 40 051 37 966
Payments based on non-current A/An/RI/I, production required 7 3150 4829 2426 2197
Payments based on non-current A/An/R/I, production not required 14091 68 688 79470 67 571 59 023
With variable payment rates 4318 3255 6619 2504 641
with commodity exceptions 4079 3018 6 366 2270 418
With fixed payment rates 9773 65433 72 851 65 067 58 381
with commodity exceptions 6081 2643 2883 2437 2607
Payments based on non-commodity criteria 3664 7135 6807 6500 8097
Based on long-term resource retirement 3358 5216 5115 4 865 5667
Based on a specific non-commodity output 237 1710 1548 1418 2165
Based on other non-commodity criteria 69 208 143 217 265
Miscellaneous payments 136 1722 1941 1636 1589
Percentage PSE (%) 18.41 8.97 9.81 7.92 9.22
Producer NPC (coeff.) 1.14 1.04 1.05 1.03 1.04
Producer NAC (coeff.) 1.23 1.10 1.1 1.09 1.10
General Services Support Estimate (GSSE) 55732 106 178 107 272 105014 106 249
Agricultural knowledge and innovation system 10 996 24761 24983 23726 25573
Inspection and control 2715 8525 8315 8583 8676
Development and maintenance of infrastructure 23 355 50 459 50 734 50 263 50 380
Marketing and promotion 5807 7543 8077 7461 7091
Cost of public stockholding 10 384 12577 12767 12671 12295
Miscellaneous 2475 2314 2396 2312 2234
Percentage GSSE (% of TSE) 17.16 16.33 16.00 17.00 16.03
Consumer Support Estimate (CSE) -118 632 -137 948 -177 663 -85 544 -150 636
Transfers to producers from consumers -126 166 -194 822 -222 092 -162 971 -199 403
Other transfers from consumers -22 359 -73532 -88 241 -58 991 -73 363
Transfers to consumers from taxpayers 28315 107 198 100 819 119 642 101133
Excess feed cost 1578 23208 31851 16776 20996
Percentage CSE (%) -10.25 -3.19 -4.31 -1.93 -3.40
Consumer NPC (coeff.) 1.14 1.06 1.08 1.05 1.06
C NAC (coeff.) 1.11 1.03 1.05 1.02 1.04
Total Support Estimate (TSE) 324782 650 303 670 444 617 651 662 815
Transfers from consumers 148 525 268 354 310333 221963 272766
Transfers from taxpayers 198 616 455481 448 352 454 680 463 412
Budget revenues -22 359 -73532 -88 241 -58 991 -73 363
Percentage TSE (% of GDP) 1.03 0.72 0.77 0.69 0.71
Total Budgetary Support Estimate (TBSE) 196 418 508 005 518 754 516 837 488 422
Percentage TBSE (% of GDP) 0.63 0.56 0.60 0.58 0.52

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I: Area planted/Animal numbers/Receipts/Income.
The All countries total includes all OECD countries, non-OECD EU Member States, and the Emerging Economies: Argentina, Brazil, China, India,
Indonesia, Kazakhstan, the Philippines, Russian Federation, South Africa, Ukraine and Viet Nam. The All countries total for 2000-02 includes data for all
countries except Latvia and Lithuania, for which data are not available.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities: see notes to individual country tables.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-explorer.oecd.org/.
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Notes

' This report does not contain a country chapter on the Russian Federation. However, aggregate data for
the 11 emerging economies and for all 54 countries covered in this report continue to include those for
Russia.

2 See https://www.economicsobservatory.com/update-how-is-the-war-ukraine-affecting-global-food-
prices.

3 See https://farmdocdaily.illinois.edu/2024/01/ripple-effects-of-shipping-lane-disruptions-on-u-s-
agriculture.html.

4 See https://www.ifpri.org/blog/global-fertilizer-trade-2021-2023-what-happened-after-war-related-price-
spikes.

5 See https://www.robert-schuman.eu/en/european-issues/738-the-various-causes-of-the-agricultural-
crisis-in-europe.

6 Tables with the breakdown of the Total Support Estimates for the three regional aggregates used in this
report, including OECD, Emerging Economies, and All Countries, can be found in Annex 1.B.

" Includes 15 countries.

8 Cost of public stockholding are expenditures to cover the cost of storage or disposal of agricultural
commodities, as well as their depreciation.

° See https://www.usda.gov/oce/sustainability/spg-coalition.

10 At present, OECD monitoring of biodiversity is limited to the farmland bird index, which, due to differing
agrobiodiversity conditions and cultural norms, is reported by only 23 of the 54 countries covered by this
report. The use of a habitat-based indicator, currently under development in the OECD Joint Working Party
on Agriculture and the Environment, is appealing because habitats describe the environment within which
diverse taxa live and the resources available for their survival. Also, there are practical advantages to
tracking biodiversity by monitoring habitats, such as the ability to draw on remote sensing and aerial
imagery to examine changes over time at a landscape level appropriate to any given country (Bayr et al.,
202366)).
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2 » Developments in agricultural

policies and support by country

This chapter contains a review of the main policy developments that have
taken place over the course of 2023 and early 2024. It also reports on the
latest data on agricultural policy support by country, including the level and
composition of support and its changes over time.
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Activities, reforms and responses to events in 2023-24

Policies in agriculture evolve in response to dynamic conditions and priorities, including events that affect
farmers’ abilities to produce and earn a livelihood. Public expectations of the sector and its role in society
evolve over time, as do the preferences of consumers with respect to the quality and provenance of the
food they eat. The need to achieve sustainable productivity growth (SPG) has become an important driver
of policies, and the connection between trade openness and food security is by turn reinforced and doubted
as multiple crises test the global trading system. This section reviews the main policy developments that
have taken place over the course of 2023 and early 2024 in response to conditions both short and long
term.

Policy frameworks

The year 2023 was the first full year of implementation of the new Common Agricultural Policy (CAP) of
the European Union. This new CAP introduces Strategic Plans for each country and aligns the CAP more
closely with broader initiatives such as the Green Deal. Many EU countries fine-tuned their strategic plans
in 2023 and 2024 by adopting several amendments following the approval by the European Commission.
EU Member States started to implement the full range of new types of direct payments, including eco-
schemes, which are a new policy tool aimed at encouraging more sustainable farming models.

This was also the first year of the “Sustainable Canadian Agricultural Policy Framework” (Sustainable
CAP). This new framework aims to better integrate environmental and climate risks while maintaining its
core focus on managing market and production risks. Incentives are provided for crop diversification,
adoption of beneficial practices, and the need for larger farms to have environmental risk assessments.

In the People’s Republic of China (hereafter “China”), the “No. 1 Document” was released in
February 2024 with a specific focus on “green agriculture”. Among the priorities identified were protecting
and restoring rural ecosystems, more rational use of chemical fertilisers, pesticides and antibiotics,
remediation of heavy metal pollution, and the prevention and control of major animal-borne diseases.

National budgets made special provisions for agriculture in many cases. For example, the Italian budget
provides support for youth and female entrepreneurship in agriculture and extends a special income tax
exemption for landowners and farmers. The French Finance Bill for 2024 increases funding for the
Agriculture and Food Sovereignty Ministry by 27%, with priorities to support farmers, ecological planning,
manage sanitary risks, and train innovative young farmers.

Compensatory programmes addressing increased costs or market disruption

Canada launched two programmes to compensate for the effects of trade agreements on supply managed
sectors (dairy, eggs, poultry). The Dairy Innovation and Investment Fund provides financial support to
Canadian dairy processors to improve solids non-fat processing capacity. The Supply Management
Processing Investment Funds received additional funding in response to the Canada-US-Mexico
Agreement (CUSMA) to support investments for processing facilities that improve productivity or efficiency
through the purchase of new automated equipment and technology.

In early 2024, Indonesia changed the system of fertiliser subsidies in response to current high level of
international prices that made the allocated budget insufficient. The budget will be increased by 56% and
the price gap subsidy will be transformed into a direct payment to buy fertilisers.

Several compensation measures were implemented in Croatia to respond to market disruptions, increased
costs, natural disasters, and African Swine Fever. To compensate agriculture and forestry for increased
input costs and declining competitiveness, Sweden further augmented the tax reduction applied to diesel
used in professional agriculture, forestry and aquaculture activities, effectively eliminating diesel taxes for
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certain farmers. Additional support measures using EU funds have been implemented in the Slovak
Republic, Bulgaria, Hungary, Poland and Romania to compensate producers impacted by low-priced
grain imports from Ukraine. Exceptional aid was directed to fruit, vegetables, hops growers and dairy
farmers affected by high energy, feed and fertiliser prices in Czechia. Poland introduced state aid
programmes, including subsidies for mineral fertilisers, in response to the severe economic disturbances
on the agricultural market, including those caused by Russia’s war of aggression in Ukraine.

In May 2023, the EC approved an exceptional support package within the scope of the “Pact for the
Stabilization and Reduction of Food Prices” in Portugal. This support compensates for the increase in cost
of production factors, along with new support for diesel energy costs. Portugal also offered support to
mitigate effects of droughts for the cattle, sheep, pigs, beekeeping and winter cereals sectors. Similarly,
Spain granted support to respond to crisis situations to drought and the worsening of conditions in the
primary sector resulting from the war in Ukraine. Direct aid was provided to livestock and other agricultural
sectors and beekeepers from the national budget and the budget for agricultural insurance subsidies was
increased. Existing financial measures including credit and guarantee support were also expanded.

After a series of severe weather events, including Cyclone Hale, the Auckland Anniversary weekend floods
(both in January 2023), and Cyclone Gabrielle (February 2023), New Zealand provided support for
cleanup and recovery. This included farmers’ and growers’ grants, a mobilisation fund for urgent response
and support projects, and the North Island Weather Event Regional Recovery Funding.

The 1t Agricultural Disaster Insurance Development Basic Plan (23-27) was announced in Korea. The
plan aims to increase participation, scope and coverage for farmers and to build a tight safety net by
operating in complement to other agricultural disaster recovery measures.

Temporary financial support measures were provided to agricultural producers in Lithuania in 2023 due
to impacts of the COVID-19 pandemic, the war in Ukraine, and sector-specific challenges. Loan
guarantees were provided for investments and working capital to mitigate negative economic impacts of
the war in Ukraine. Financial support was also provided to some agricultural producers for crop damages
from spring frosts for the horticulture sector and damages from summer hailstorms.

Emergency assistance programmes were provided in the United States in 2023 in response to natural
disasters, disaster-driven cost increases, and market disruptions. This includes retroactive payments for
consequences of COVID-19 and crop and forage losses experienced in 2022.

Improving environmental sustainability

In the European Union, the new CAP introduced the so-called enhanced conditionality which integrates
elements of cross-compliance and greening from the previous CAP. However, a review of the CAP
Regulations in early 2024 includes additional flexibility and exemptions to Member States in adopting
conditionality standards. Among the approved changes, there is the full exemption of small farms from
compliance controls. These changes of the CAP were accompanied by the delay or withdrawal of several
legislative proposals related to the Farm to Fork and Biodiversity Strategies, including the new Regulation
on the Sustainable Use of Plant Protection Products.

To better align with environmental carrying capacity, Flanders (Belgium) is providing payments to pig
farmers to reduce or entirely close their operations. The policy was approved by the European Commission
in March 2023 and will be in place until June 2025.

Within the framework of the CAP in the European Union, the new performance, monitoring and evaluation
framework (PMEF) with corresponding evaluation elements and evaluation topics has been introduced.
This includes a new indicator system (output, impact, result, and context indicators) with corresponding
evaluation elements and evaluation topics. As an example, Austria is implementing “Environmentally
friendly and biodiversity-promoting management” and “Organic farming” measures. These measures will
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create new biodiversity areas in which requirements for crop diversification must be met and further training
in the field of biodiversity must be completed. It also calls for the preservation of operational grasslands.

In response to press reports on high rates of contamination of vegetables by pathogens and pesticide
residues, Viet Nam issued a decision to develop “safe, concentrated vegetable production areas.” Within
these zones, the government undertakes testing of soil and water quality, monitors pathogens and
pesticide residues, and prohibits livestock farming to prevent contamination.

Portugal encouraged more efficient water management in agriculture by allowing the conversion of
permanent crops outside areas benefiting from hydro-agricultural development, with the condition that the
new crop is less demanding of water and has an efficient, proven irrigation system installed.

To reduce dependence on imported raw materials for chemical fertiliser, Japan introduced measures to
expand the use of domestic resources for organic fertilisers. The main measure was support payments to
livestock farmers and compost manufacturers to partially cover the cost of building facilities for the
manufacture of compost.

The “Hedgerow pact” that is part of the ecological plan France Nation Verte includes 25 actions to create
50 000 km of new hedgerows by 2030. The plan includes a method for local authorities to develop locally
adapted and valuable hedgerows, an observatory to monitor the project, and regulations to secure rules
around hedgerows.

Through the Nature Repair Market Act, a range of landholders (including the agricultural sector) in
Australia may partner with parties wishing to support long-term improvements in biodiversity. Projects
could include the formal protection and conservation of sites of high environmental value, and restoration
of areas that may have been degraded because of past activities. This makes it easier for business,
philanthropists, and others to invest in repairing nature.

Climate Action Plans were published for 2023 and 2024 in Ireland setting out the policy framework and
actions toward climate mitigation and adaptation, including for Agriculture and LULUCF. Agriculture must
achieve a 25% reduction in emissions, compared to the 2018 baseline, by 2030 under carbon budget
ceilings.

The “Biodiversity Strategy of the Ministry of Agriculture, Forestry and Fisheries” of Japan was revised in
March 2023 in response to the Kunming-Montreal Global Biodiversity Framework. The new strategy sets
out the vision for 2030 and directions for tackling biodiversity-related issues such as reducing the burden
of agriculture, forestry and fisheries on the global environment and facilitating collaboration for biodiversity
conservation within the whole food supply chain.

In November 2023, Romania’s long-term strategy for reducing GHG emissions, which aims to make
Romania carbon neutral by 2050, was approved. The strategy includes agriculture, waste and land use,
land-use change and forestry (LULUCF), and assesses in detail the prospects, options, costs and benefits
of the measures to be implemented to ensure sustainable development in the medium and long term, while
significantly reducing GHG emissions and improving GHG absorption at the sectoral level.

Actions to reinforce social sustainability

Various adjustments were made to fine-tune labour policies to labour needs in Canada. The proportion of
the workforce employed through the Temporary Foreign Worker (TFW) Program will be decreased and
agri-food occupations are one of six categories prioritised for economic immigration. The Agri-Food Pilot
programme that addresses long-term labour shortages in the agricultural sector was extended, with
expanded eligibility criteria and pathways to permanent residency.

The Act on Revitalisation of Economic and Social Services in Rural Areas Based on Rural Community was
enacted in Korea to address the issue of service shortages in rural areas and support the revitalisation
and sustainable development of rural communities. Under this law, administrative and financial support
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are provided for communities voluntarily established by rural residents to offer services within rural areas.
The establishment and expansion of these communities are also supported through education, training,
and counselling.

Viet Nam has taken steps to encourage the development of agricultural co-operatives to support
sustainable development. A goal was set to have at least 300 operating agricultural co-operatives by 2030.

Land consolidation and restructuring of land markets is expected to bring benefits in several countries.
Progress was made on land reform in Ukraine with the opening of land markets to legal entities, such as
companies, banks and territorial communities. These can now purchase up to 10 000 ha of land, the latest
step in the progressive opening of land markets under a 2020 law. The Land Consolidation Project in the
Slovak Republic aims to accelerate the settlement of property rights, helping land markets to function,
improving the efficiency of agricultural policy implementation, and lowering investment costs associated
with environmental measures at the farm level. Consolidation of agricultural land to reduce the number of
land plots per owner or user while increasing the area of individual plots is on the agenda in Croatia as a
part of the National Recovery and Resilience Plan 2021-2026. The planned improvement in the structure
of farmland is expected to increase the quality of life in rural areas, increase agricultural productivity, and
encourage investment in agricultural infrastructure.

In the European Union, the new CAP 2023-27 obliges EU countries to dedicate at least 10% of their
financial allocation for direct payments to the Complementary Redistributive Income Support for
Sustainability (CRISS), an extra payment for the first hectares. The aim is to promote more balanced
distribution of income support to small- and medium-sized farms. The new CAP also introduced the
concept of social conditionality (i.e. rules related to labour under which farmer payments are linked to
compliance with certain labour laws).

Funding and advisory services were made available to Maori agribusinesses in New Zealand to help them
realise the potential value of their land and primary sector assets, to develop and implement local solutions
to improve freshwater quality, and to identify needs and encourage equitable access to government
cyclone recovery funding and support. Both the New Zealand-United Kingdom FTA and the New Zealand-
European Union FTA include Maori trade and co-operation chapters to increase trade opportunities for
Maori primary producers, and to allow for differentiated arrangements for Maori businesses without
breaching the free trade agreements.

The New Agrarian Emancipation Act in the Philippines writes off credit debt for more than half a million
farmers. The act writes off loans, including principal, interests, and penalties incurred by farmers who have
outstanding loan balances to the Land Bank of the Philippines and to private landowners. Under previous
laws, these debtors were required to pay for land in the form of an annual amortisation for a maximum
period of 30 years. In addition, the government approved a compensation to landowners under the
Voluntary Land Transfer and the Direct Payment Scheme.

Improving the Agriculture Knowledge and Innovation System (AKIS)

National knowledge hubs for animal production, business management and entrepreneurship, and
digitalisation were established in Sweden under a national fund to bridge the knowledge gap between
research and practice by compiling and disseminating knowledge, strengthening collaboration between
AKIS actors, and improving integration of advisors within AKIS. A similar knowledge hub was already in
place for climate and environment.

Lithuania is developing an on-line tool to estimate farm-level CO2 emissions and absorption, which is
intended to be used for emission certification and trading. An on-line regulatory system for fertiliser
accounting at the farm-level is also being developed and will be used for sustainability criteria reporting.
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The measure Investment Support for Valorisation of Bioresources was initiated in Estonia. It is part of
Estonia’'s push to emphasise circular bioeconomy and to become a leader and recognised local
development centre on this topic. To this same end, the National Circular Bioeconomy Roadmap was
adopted.

The National Institute of Innovation and Transfer in Agricultural Technology (INTA) of Costa Rica
introduced a new variety of red bean named Uran, developed in collaboration with the University of Costa
Rica. The Uran variety is more resistant to drought and high temperatures, shows higher average yields
than another widely cultivated bean variety, and is resistant to a common disease affecting the crop.

The AgNav digital platform is a support tool in Ireland developed in 2023 and deployed in 2024 which
enables the estimation of farm-level emissions, enabling farmers and their advisors to create and model
the environmental impact of a farm sustainability plan. AgNav provides a mechanism to support the
quantification of progress towards Climate Action Plan targets for the agriculture sector.

Reinforcing biosecurity, animal health and animal welfare

Australia increased biosecurity funding with an additional investment over four years and a permanent
increase from 2027. To respond to community expectation in relation to sheep welfare, an independent
panel was established to advise on phasing out live sheep export by sea from Australia. The panel provided
advice to government to develop an orderly phase-out plan which considers the needs of affected
individuals, businesses and local communities, and identifies opportunities for future growth in the
Australian sheep industry.

Transformation of livestock systems in Germany is promoted through several actions: support is provided
for more animal-friendly farming systems, e.g. investments in the design and equipment of stables or of
individual keeping areas and related to the costs going beyond mandatory animal welfare standards. In
addition, a new mandatory state label provides information on different husbandry systems. The minimum
age for calves to be transported within Germany has been raised to 28 days.

Support to organic production

Italy approved the National Action Plan for Organic Farming to promote the development of the organic
sector over the 2024-26 period and to reach the target of 25% of the UAA under organic farming by 2027.
The plan aims to enhance national organic production by promoting consumption, organic districts, organic
canteens, research, and innovation. In addition, it promotes the knowledge of organic production through
targeted campaigns and training activities dedicated to sector operators.

The BIO 2023 fund in France increases funding for Agence BIO. Additional support was announced to
support organic farms facing difficult economic situations to avoid these farms reconverting to conventional
production. Local authorities are also engaged to help ensure that targets will be met and to reinforce the
organic food agency. Germany increased support for organic agriculture, including support for research
projects targeting enhanced biodiversity and for advisory services for away-from-home catering
companies. To encourage consumption of organic products and make consumers aware of the benefits of
organic production Spain launched a campaign called Aqui somos Eco-Légicos (here we are Eco-Logic).
Spain has increased by 40% its support to organic production over the amount in the previous CAP, which
now receives the largest funding allocation under AECMs (Agri-Environment-Climate Measures) in their
CAP strategic plan. Ireland increased the grant rate to 60% under the Organic Processing Investment
Grant Scheme. The scheme provides funding to processors who wish to invest in developing facilities for
the processing, preparation, grading, packing and storage of organic products. Austria’s Sixth Organic
Action Programme is the central instrument for achieving a 30% organic land share by 2027, with a
possible further expansion towards 35% by 2030 as stipulated in the Organic Action Programme 23+. In
Latvia, support was redirected within the existing envelope to address the challenges created by changes
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in the market. This in line with the National Organic Action programme adopted for the period 2023-2030
setting the overall target to reach 25% organic land share.

The Organic Products and Production Act became law in New Zealand. The Act aims to help with
developing new standards for organic products and sets requirements for businesses in the organic sector
from production through to sale.

The first national action plan in Malta for organic food covers the years 2023 to 2030. The plan addresses
the needs of the agricultural sector to move towards organic production and achieve Malta’'s target of
having 5% of its utilisable agricultural area under organic certification by 2030. The action plan creates a
more favourable ecosystem for the producer, strengthens institutions, and creates robust and short supply
chains and markets in the organic sector.

Measures for the food system

Domestic production and food security

Kazakhstan implemented trade measures to stabilise domestic markets of certain commodities. This
included an export duty on sunflower seeds to curb price increases in the country and an import ban on
wheat to support domestic farmers and to stabilise the price of locally-produced wheat, which is facing
competition from cheaper Russian grain. Kazakhstan also used preferential financing to establish dairy
farms through regional agricultural co-operatives.

The new “Farm Opportunities Programme” in Germany supports the domestic production of protein crops
and helps farmers to switch away from animal husbandry to production and processing of innovative
protein food and other climate-friendly food.

India increased the minimum support price from the previous marketing season for several summer
planted (kharif) crops, including rice, maize, groundnut, soybean, pigeon pea, black gram, and cotton. In
October 2023, the minimum support prices for winter planted (rabi) crops was also increased, including for
wheat, barley, gram, lentil, and rapeseed. In June 2023, the Fair and Remunerative Price for sugarcane
was increased by 3.3%.

A review of the CAP Regulations — the so-called “simplification package” in the European Union, will
rationalise conditionality requirements to avoid overlapping of existing standards. The approved changes,
which will be in force until the end of the current CAP 2023-27, aim to reduce the burden on farmers and
provide more flexibility for Member States regarding some conditionality standards. This change affects
good agricultural and environmental condition (GAEC) standards 1, 5, 6, 7, 8 and 9. In addition, small
farms (up to 10 hectares) will be exempt from conditionality controls and from the application of
administrative penalties for non-compliance with conditionality requirements.

A new Food Security Law in China includes chapters on the protection of agricultural land from
urbanisation, grain production, grain reserves, grain marketing and processing, and access to food in
emergency situations. The law’s general provisions stipulate that the national food security strategy is
based on self-reliance, guaranteed domestic production, moderate imports, and technological support.

Food chain

The Indonesian Quarantine Agency (IQA/Barantin) was established, integrating the former Agriculture
Quarantine Agency (Barantan) under the Ministry of Agriculture and related units responsible for
quarantine under the Ministry of Marine and Fisheries and the Ministry of Environment and Forestry. The
new single agency is expected to improve efficiency and co-ordination, improve the quality of the
quarantine services, and involve civil society in quarantine management.
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The 3 Comprehensive Seed Industry Development Plan (2023-2027) was announced in Korea to foster
the seed industry as a high-value-added sector. This plan envisions and supports the development of a
promising seed industry through technological innovation. This plan also includes training data experts for
digital breeding, supporting programmes to enhance the link between corporate breeding and data, and
opening government research facilities to facilitate the collection and analysis of genetic information for
seeds by private companies.

Costa Rica launched the National System of Individual Identification and Traceability of Cattle aiming to
improve animal health, food safety and access to export markets. The new system requires each animal
to be registered and identified through visual and electronic means (ear tags and electronic transponders).
An associated digital platform (Trazar-Agro) has been developed.

The Guidance on Sustainable Management for Food Industry was published in Japan. It is the first
guidance with the overall goal of facilitating sustainable development within the food industry by illustrating
how to tackle environmental, social, and governance (ESG) issues surrounding food companies.
Argentina also approved its Bioeconomy Action Plan in the Agricultural Sector to guide policy efforts that
promote the bioeconomy as a sustainable productive model.

A state aid scheme in Romania called INVESTALIM aims to support the development of food processing.
Germany increased funding for its Protein Strategy, and Austria provided a package to support food
processing companies to invest in resilience measures such as blackout prevention.

Consumer needs

The Czech Federation of Food Banks, in co-operation with the Ministry of Labour and Social Affairs of the
Czech Republic, launched the Food Aid Distribution project. Within the existing network of 15 food banks,
a new common network of 150 distribution centres was developed. These operate either as mobile
distribution points (the so-called mobile distribution points) or at static locations in larger cities where food
aid is regularly distributed to those in need.

Indonesia launched an in-kind rice distribution programme to low-income households in 2023, partially
reversing the change towards cash transfers that took place in the last decade. This rice transfer
programme is additional to a cash transfer programme already in place. India extended for five years the
Pradhan Mantri Garib Kalyan Anna Yojana programme offering free food grains to the poorest segments
of the population. The programme covers more than 800 million beneficiaries.

The Agri-Food Price Observatory was made available online in Portugal. The Observatory will monitor the
costs and price of a food basket at the various stages of production and up to the point of sale, and is
aimed at reinforcing information and transparency throughout the entire agri-food chain. The Observatory
provides monthly information on a basket of 26 food products (e.g. eggs, fruit, olive oil, or dairy products),
from production to consumption.

A Food Stamp Programme Walang Gutom 2027 aims to reduce hunger and malnutrition among food-
insecure households in the Philippines by providing monetary assistance via Electronic Benefit Transfer
(EBT) cards. One of its objectives is to reduce the high rate of child stunting, wasting, and micronutrient
deficiency. The programme allows beneficiaries to buy selected food items from accredited or registered
retailers or supermarkets or government-run KADIWA centres. Beneficiaries are required to attend training
or to present certificates demonstrating their efforts to find employment. The objective is to feed one million
beneficiaries over three years (300 000 beneficiaries in the first year, 300 000 in the second year, and
400 000 in the third year).

The National School Lunch Program and School Breakfast Program in the United States was amended
to allow more schools operating in high poverty areas to offer free or reduced priced meals to all students.
This expansion allows an estimated 3 000 more school districts in high-need areas the option to serve
breakfast and lunch to all students at no cost.
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Trade measures, agreements, and negotiations

A Free Trade Agreement was signed between Viet Nam and Israel (the VIFTA) on 25 July 2023 after
more than seven years of negotiations. The agreement is the first between a Southeast Asian country and
Israel. It will enter into force in 2024 and is predicted to drive an increase in bilateral trade turnover of
nearly 150%.

Several trade agreements responding to the Russian war of aggression against Ukraine were extended,
including the abolition of import duties and tariff quotas by the United Kingdom, Canada, and the
European Union. Slovakia, Poland and Hungary, however, banned some imports, provoking Ukraine to
file requests under the dispute resolution mechanism of the WTO.

In December 2023, Argentina abolished the role of the Ministry of Finance to design and implement export
taxes and adjust their rates by decree. New prohibitions or restrictions on exports or imports for economic
reasons or foundations can now only be carried out by law. Export taxes and restrictions applied to
agricultural exports and imports are common in Argentina and a main policy tool.

Between October and December 2023, only pre-authorised economic operators in Romania were allowed
to import wheat, maize, rapeseed, sunflower seed, sugar, and flour from Ukraine. The certificate of
authorisation is delivered by the national sanitary and phytosanitary agency, following an approval
delivered by a committee composed of the Ministry of Agriculture and Rural Development, Customs
authority, Ministry of Economy, and the national sanitary and phytosanitary agency.

India introduced various export restrictions on rice. On 20 July 2023, it banned the export of non-basmati
white rice (the notification includes provisions to allow non-basmati white rice exports of consignments
requested by foreign governments for their food security needs). On 25 August 2023, India imposed a 20%
export duty on parboiled non-basmati rice. On 27 August 2023, India also introduced Minimum Export
Prices for basmati rice exports. On 8 December 2023, the government extended until 31 March 2024 a
ban on the export of de-oiled rice bran, a major ingredient in the preparation of cattle and poultry feed
(initially introduced in July 2023).

In 2023, China signed Free Trade Agreements (FTAs) with Ecuador (May 2023), Nicaragua
(August 2023), and Serbia (October 2023). Under these agreements, China will provide enhanced market
access for various agri-food products, such as bananas, cut flowers, cocoa, coffee, meat, sugar, peanuts.

The Philippines signed a bilateral Free Trade Agreement with Korea. The agreement improves market
access for the Philippines for agricultural products such as bananas, processed pineapples and other
tropical fruit, industrial products and selected services sectors. It includes provisions for capacity building
and technical co-operation (including on smart farming) between both countries.

A Comprehensive Economic Partnership Agreement on Trade and Investment between Costa Rica and
the United Arab Emirates was concluded in January 2024 following the launch of negotiations in
March 2023.

Support levels and trends by country

This section presents the results of the latest support estimates. Chapter 1 provided an overview of support
for OECD and EE countries as a group. This chapter focusses on how individual countries delivered policy
support. The results reveal that countries take different approaches to supporting their producers. While
most OECD countries offer only positive policy support, many of the 54 countries in the report use a mix
of positive and negative support. In three countries, India, Viet Nam and Argentina, net support is
negative. The composition of support is also quite varied, with some countries reliant on market price
support (MPS) while others hardly using it at all.
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Support across countries varied between 49% and -15% of gross farm receipts on
average over 2021-23

Producer support as a share of gross farm receipts (%PSE) averaged 14% in OECD countries and 6.5%
in emerging economies between 2021 and 2023. The highest levels of support as a share of gross farm
receipts are all found in the OECD area (Figure 2.1). Norway, Iceland, Switzerland, Korea, and Japan
all offer support greater than 30% of gross farm receipts (GFR). Mexico, Tiirkiye, Israel, China, the
European Union, the United Kingdom and the Philippines offer support between 10% and 20% of GFR.
India, Viet Nam and Argentina have net negative support due to implicit taxation of producers via policies
that keep commodity prices low relative to world prices. In most countries, the level of support has
decreased as a share of GFR over the last 20 years. Only China has significantly increased support as a
share of GFR, from 5% in 2000-02 to 14% in 2021-23.

Figure 2.1. Producer Support Estimate (PSE) by country, 2000-02 and 2021-23
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Note: Countries are ranked according to the 2021-23 levels. The European Union refers to EU15 for 2000-02, and EU27 for 2021-23. The OECD
total does not include the non-OECD EU Member States. Latvia and Lithuania are included only for 2021-23. The 11 emerging economies
include Argentina, Brazil, China, India, Indonesia, Kazakhstan, the Philippines, Russia, South Africa, Ukraine and Viet Nam. The All countries
total includes all OECD countries, non-OECD EU Member States, and the emerging economies.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Price movements had a substantial effect on the PSE in 2023. MPS for eggs returned to historical averages
after having spiked in 2022 because of shortages caused by bird flu. Changes in India drove movements
in negative MPS estimated in 2023. India introduced export bans, duties or permits on several commodities
to stabilise prices following the outbreak of war in Ukraine. This has the effect of making its MPS sensitive
to world price changes. The effect was particularly pronounced for the MPS of Indian wheat, for which
implicit taxation increased by close to USD 10 billion. Indian wheat single commaodity transfers rose from -
48% to -74% of wheat receipts in 2022 before declining to an estimated -25% of receipts in 2023, a change
of USD 12 billion.
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Countries with highest rates of producer support also tend to provide most general
services

Japan, Switzerland and Korea delivered the most support in the form of general services in 2021-23,
each delivering more than 7% of the value of production. Norway, with the highest %PSE delivers the
sixth highest amount of GSSE as a share of value of production, 3.8%. India provided the fourth highest,
at 4%, demonstrating its mixed approach of supporting both producers and consumers in different ways.
Thirteen countries in this report provide GSSE less than 2% of the value of production. Underinvestment
in GSSE can put sustainable productivity growth at risk when farmers do not have the knowledge and
infrastructure to maximise the value of their operations. These countries will be more reliant on private
sector initiatives.

Infrastructure is the largest component of the GSSE overall, and this is especially true for Japan, which
invests heavily in irrigation infrastructure related to paddy rice production. Irrigation is also an important
component in Korea, Philippines, Tirkiye, Chile and Viet Nam. Switzerland provides AlS, an important
driver of innovation, amounting to 4.2% of the value of production, almost double the amount provided by
Norway, the second-highest supporter of AlS. Korea and the European Union also have AIS as an
important component of their AIS support. Inspection and control is a large share of general support
spending in Iceland, Canada, New Zealand, Chile and the United Kingdom.

Figure 2.2. Composition of General Services Support Estimate (GSSE) by country, 2021-23
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Note: “Other” includes the marketing and promotion, cost of public stockholding, and miscellaneous categories of the GSSE. Countries are
ranked according to the share of total GSSE in agricultural value of production. The European Union refers to EU27. The OECD total does not
include the non-OECD EU Member States. The 11 emerging economies include Argentina, Brazil, China, India, Indonesia, Kazakhstan, the
Philippines, Russia, South Africa, Ukraine and Viet Nam. The All countries total includes all OECD countries, non-OECD EU Member States,
and the emerging economies.

Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Consumer support largely follows market prices support in most countries, with some
exceptions

In most countries, consumer support as a share of the value of production (%CSE) reflects the level of
market price support. MPS is a transfer from consumers to producers (or vice versa), so the amount a
producer receives from MPS is equal to what it costs the consumer. MPS accounts for most of the %CSE,
but some countries also have important budgetary policies that support consumers. The United States
provided the most budgetary support to consumers via assistance to low-income households, equal to
22% of the value of production in 2021-23 (Figure 2.3). India also provided substantial support to
consumers, 8% of the value of production via the public distribution of food grains. Norway and Indonesia
are the only other countries where budgetary support to consumers was greater than 1% of the value of
production. Eleven countries provided no budgetary support to consumers at all.

India, the United States and Argentina provide the most support to consumers, India via a mix of
budgetary support and MPS, the United States via budgetary support and Argentina via MPS alone.
Korea, Iceland, Japan, Switzerland, and Norway, all have %CSE of -20% or greater of gross
expenditures reflecting high levels of market price support to producers. Consumer support includes both
support to final consumers of agricultural products as well as industry consumers who transform
agricultural commaodities into processed products.

Figure 2.3. Composition of the Consumer Support Estimate (CSE) by country, 2021-23
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Note: Countries are ranked according to percentage CSE levels. A negative percentage CSE is an implicit tax on consumption. The European
Union refers to the EU27. The OECD total does not include the non-OECD EU Member States. The 11 emerging economies include Argentina,
Brazil, China, India, Indonesia, Kazakhstan, the Philippines, Russia, South Africa, Ukraine and Viet Nam. The All countries total includes all
OECD countries, non-OECD EU Member States, and the emerging economies.

Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Most countries continue to use the potentially most distorting forms of support

Based on past and ongoing OECD work, the types of support considered to have the potential to be the
most distorting are market price support, payments based on output, and payments based on the
unconstrained use of variable inputs. These forms of support are also known for being both inefficient and
poorly targeted to those households most in need.

As a share of gross farm receipts (GFR), India is the largest user with such policies generating transfers
equivalent to almost 40% of GFR, with a significant part of this in the form of negative MPS. Korea, Iceland,
Japan, Norway, Indonesia and Switzerland all offer potentially most distorting forms of support in
amounts greater than 20% of GFR (Figure 2.4). At the other end of the scale, this support amounts to only
0.24% of GFR in Australia, and for New Zealand, Chile and the United States this support is less than
1% of GFR.

While the countries that provide the highest %PSE still provide most support in potentially most distorting
forms, the share of this support in the total has declined in Norway and Switzerland, who now provide
about half of support in less distorting forms. The European Union and the United States make relatively
little use of most distorting support when compared to their overall %PSE.

Figure 2.4. Potentially most distorting transfers to producers by country, 2021-23
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Note: Countries are ranked according to the share of potentially most distorting support in gross farm receipts. This share includes the absolute
value of negative MPS, as well as any positive potentially most distorting support. “Other potentially most distorting support” refers to the support
based on output payments and on the unconstrained use of variable inputs. The European Union refers to EU27. The OECD total does not
include the non-OECD EU Member States. The 11 emerging economies include Argentina, Brazil, China, India, Indonesia, Kazakhstan, the
Philippines, Russia, South Africa, Ukraine and Viet Nam. The All countries total includes all OECD countries, non-OECD EU Member States,
and the emerging economies.

Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Market price support tends to be concentrated in a small set of commodities

Levels of support can differ between commodities in a given country. Few countries provide MPS support
to all their major commodities. Countries can have a low rate of average MPS that masks the fact that
some commodities are highly supported while others are relatively unsupported or implicitly taxed. For
example, in Indonesia, MPS represented 0.2% of gross farm receipts in 2021-23. However, MPS
represented 49% of the gross farm receipts specifically related to the production of sugar, and -39% of
those related to the production of palm oil. Gross farm receipts for a specific commodity are referred to as
“commodity gross receipts”, which includes the value of production of that specific commodity plus any
transfers arising from policies specifically targeting that commodity.

In Korea, Japan, Iceland and Switzerland, MPS on the most supported product is between 68% to 80%
of commodity gross receipts, but all countries save Korea have at least one MPS commodity for which
market price support is estimated to be zero. MPS is calculated for 16 commodities in the United States,
but only one of these (sugar, at 42%) has a non-zero MPS. In India and Viet Nam, MPS on the most
implicitly taxed product ranges between -91% and -138% of commaodity gross receipts, but these countries
also provide positive MPS support for at least one commodity amounting to around 25% of receipts
(Figure 2.5) (see Box 1.2 for more information on how MPS is calculated).

Figure 2.5. Relative magnitude of product-specific market price support by country, 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Less distorting forms of support are offered in many different ways

Some forms of support are considered potentially less distorting of production and trade. These include
payments based on area, animal numbers, receipts or income (A/An/R/l) and payments based on non-
commodity criteria. These are considered less distorting because they are not directly connected to the
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price or production quantity of a specific commodity, though sometimes they require production as a
condition for eligibility.

The amount of support considered potentially less distorting, expressed as a percentage of gross farm
receipts, increased in Switzerland, Iceland, Japan, Korea, China, India and Israel (Figure 2.6). In
Switzerland, this reflects the growing importance of payments based on non-commodity criteria, which
represented 6% of GFR in 2021-23, the highest of all the countries included in this report. Norway provides
support equal to nearly 25% of GFR in less distorting forms, the majority of which requires some form of
production. The European Union provides the most support where production is not required, at 6% of
GFR. Among the emerging economies, China and India have begun offering this form of support, where
they had previously provided only minimal amounts. China’s support of this type was 2.5% and India’s
was 1.5% of GFR in 2021-23.

Figure 2.6. Use and composition of support that is less coupled to production, selected countries,
2000-02 and 2021-23

Percentage of gross farm receipts
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Summary and conclusions
In most countries, the level of support has decreased as a share of GFR over the last 20 years. This largely

reflects increases in the value of production, as overall support is near historic highs in nominal terms.
Only China has significantly increased support as a share of GFR, from 5% in 2000-02 to 14% in 2021-23.
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Support varied between 49% (Norway) and -15% (India) of gross farm receipts on average over 2021-23,
demonstrating the broad scope of policy objectives pursued by countries in this report.

Japan, Switzerland and Korea deliver the most support in the form of general services in 2021-23, each
delivering more than 7% of the value of production. Infrastructure is the largest component of the GSSE
overall, and Japan, Korea, Philippines, Tiirkiye, Chile and Viet Nam are the most concentrated on this
form of general support. Switzerland provides the most support to agriculture knowledge and information
systems, 4.2% of the value of production. Support to AKIS is generally increasing in OECD countries and
decreasing in emerging economies as a percentage of the value of production, a fact which is troubling for
the prospects for sustainable productivity growth in emerging economies.

The amount of support to consumers generally follows the pattern of MPS, as this is a transfer between
consumers and producers. However, some countries provide budgetary support to consumers. This is
generally focussed on low-income households. The United States, India, Norway, Indonesia and Brazil
spend the most on this.

The forms of support that are potentially most distorting of production or trade are the largest share of the
total, a situation that has been true for many years. India is the largest user; almost 40% of gross farm
receipts. On the other hand, some countries make little use of this form of support. In Australia, New
Zealand, Chile and the United States this support is less than 1% of GFR. The share of this support in
the total has declined substantially in countries like Norway and Switzerland, who have historically made
the most use of this support as a percentage of GFR. The share of support overall masks considerable
variation in support by commodity within countries. In fact, a country may support one commodity while
taxing another, making the overall total more difficult to interpret.

Most support considered potentially least distorting is based on current or historical area, animal numbers,
receipts or incomes. The use of payments based on non-commodity criteria remains relatively rare. This
type of support can be used to deliver environmental and social goods to the public. Of the countries in
this report, Switzerland and Mexico offer the most support based on non-commodity criteria, as a
percentage of GFR.
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Country chapters

This part contains chapters on agricultural policy developments and support
to agriculture in each of the countries covered in this report. Each country
chapter includes a brief summary of policy developments and support to
agriculture, with a special focus on innovation for sustainable productivity
growth; a brief outline of historical policy trends; a presentation of the main
policy developments in 2023-24; and information on the context in which
agricultural policies are implemented.
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» Argentina

Main findings

Support to agriculture

Argentina’s overall support to the agricultural sector has been negative since the beginning of the 2000s
due to export taxes that depress domestic prices received by producers. However, some budgetary
payments are provided to producers based on input use, mainly in the form of credit at preferential rates.
Occasionally, direct payments are provided as disaster assistance in response to extreme weather events,
most frequently for drought.

Support to producers (Producer Support Estimate, PSE) averaged -13.7% of gross farm receipts in
2021-23, compared to -5.1% two decades earlier (2020-22). Fluctuations in support are driven by changes
in market price support due to changing export tax rates and macroeconomic conditions such as the steep
depreciation of the Argentine peso since 2018 and periods of high inflation. The ratio of producer to border
price (National Protection Coefficient, NPC) reached 0.9 in 2021-23, making producers’ prices on average
10% below world market prices.

During 2021-23, Single Commodity Transfers (SCT) were most negative for milk, poultry meat and
soybean. Price support and SCTs were positive only for pig meat and eggs. Mirroring the negative PSE,
consumers enjoyed a positive Consumer Support Estimate (CSE) of 9.3% of expenditure at farm-gate
prices in 2021-23.

Support to general services (General Service Support Estimate, GSSE) decreased from 0.7% in 2000-02
to 0.4% in 2021-23 relative to the value of agricultural production, well below that of most emerging
economies covered in this report. Expenditure on the agricultural innovation system and extension services
represents the largest component of GSSE but has been decreasing relative to other GSSE components.

Total budgetary support to farmers and the sector overall was 0.1% of Gross Domestic Product (GDP) in
2021-23, well below the absolute value of negative market price support, making the Total Support
Estimate (TSE) negative throughout the period: -0.8% of GDP in 2000-02 and -1.6% in 2021-23.

Key recent policy changes

Argentina abolished the executive power to adjust export taxes, now requiring any adjustments to be
decided through the legislative process. Existing export taxes continue to apply.

In 2023 measures were implemented to support agricultural production systems affected by one of the
worst droughts in the last century, including feedlot production for beef supply, avian and sheep wool
producers, and dairy producers. Compensatory payments aim to mitigate the adverse impacts of low yields
and production costs that are exacerbated by macroeconomic instability.

The government enacted a new law promoting organic production in the regional economies and
implemented initiatives to raise awareness and provide information about certified organic operators. In
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addition, reference quality labels were awarded to over 500 food industry products, enhancing the
distinction and value of Argentine foods in the domestic and international markets.

Argentina approved the Bioeconomy Action Plan and formed the Argentine Federal Bioeconomy Network
to promote sustainable and comprehensive use of biological resources. The initiative Bioenergy
Municipalities Programme was created to promote the use of residual dry biomass.

Assessment and recommendations

e Sustainable productivity growth is a critical concern for Argentina given its significant reliance on
agricultural production and exports. Over the years, the country has capitalised on its abundant
natural resources and embraced technological advancements to enhance productivity. However,
Argentina is vulnerable to a wide variety of climate change impacts (including floods and droughts)
and faces several environmental challenges (including low nutrient balances, high energy use and
GHG emissions, and water deficit regions), and slowing productivity growth.

e Argentina has adopted policy measures to foster sustainable productivity growth under the
Bioeconomy strategy. Public research and development (R&D) efforts have contributed
significantly to technological progress and productivity growth, while other initiatives have
supported environmentally and socially impactful projects, or improved resilience to climate risks.
For example, the updated soil carbon mapping and inventories of agricultural greenhouse gas
(GHG) emissions generate relevant information, and some programmes facilitate knowledge
exchange and collective advancement in sustainable production practices.

e Further investment should be made to provide technical assistance, training, and capacity building
for farmers to become more resilient and improve their sustainability performance. The government
should encourage farmers to adopt climate-smart practices, crop diversification, and sustainable
land-management techniques through targeted support programmes and financial incentives. The
recognition of carbon markets as one of the mechanisms to contribute to compliance with
environmental commitments in 2023 is of interest for agriculture.

e The December 2023 shift of responsibility for export taxes to the legislature creates a more
predictable framework to foster long term investment and reduce food insecurity. More actions are
needed to implement a balanced and transparent approach to export taxes that considers the
economic viability and competitiveness of agriculture as part of an economy-wide tax-system
review relying on alternative sources of fiscal revenue rather than on export taxes.

e More generally, agricultural policy could be better anchored in a broad and long-term policy
framework, moving towards more neutral, stable, predictable and targeted policies. Avoiding
delays in policy implementation will help farmers to plan their economic activities more efficiently.

e More investment in irrigation infrastructure and improved water-management systems is needed
to address persistent drought and cover water-deficit regions. Promoting drought-tolerant crops
and sustainable farming practices can also enhance resilience in the face of changing climate
patterns.

¢ Financial assistance programmes should be extended to facilitate access to credit with preferential
interest rates for small and medium-sized producers. Investing in training programmes, knowledge-
sharing platforms, and the development of regional agro-industrial value chains can boost the
competitiveness and resilience of these producers.

e Todeliver research, extension, and other public goods for agricultural innovation, Argentina should
develop systematic monitoring of efforts and results in R&D and innovation and define and
implement strategic priorities. Innovation policy should emphasise public goods such as those
related to sustainability and improving value chains.
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Figure 3.1. Argentina: Development of support to agriculture
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Figure 3.2. Argentina: Commodity-specific transfers (SCT), 2021-23

Percentage of commodity gross farm receipts
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://data-explorer.oecd.org/
https://data-explorer.oecd.org/
https://oecdch.art/3a997d4a9c/ARG/c3/f2

1105

Table 3.1. Argentina: Estimates of support to agriculture

Million USD

. 2000-02 2021-23 2021 2022 2023p
Total value of production (at farm gate) 16 296 84733 55065 73484 125648
of which: share of MPS commodities (%) 82.55 83.93 86.48 84.75 80.57
Total value of consumption (at farm gate) 7417 58 353 37 860 50 809 86 391
Producer Support Estimate (PSE) -837 -11738 -15181 -13715 -6317
Support based on commodity output -871 -11882 -15296 -13872 -6 479
Market price support’ -934 -11933 -15320 -13936 -6 542
Positive market price support 47 386 424 426 308
Negative market price support -981 -12319 -15743 -14 362 -6 850
Payments based on output 62 50 24 64 63
Payments based on input use 34 142 111 155 160
Based on variable input use 2 15 1 1 24
with input constraints 0 0 0 0 0
Based on fixed capital formation 23 100 79 116 104
with input constraints 0 0 0 0 0
Based on on-farm services 8 27 21 28 33
with input constraints 0 0 0 0 0
Payments based on current A/An/R/I, production required 0 2 3 2 2
Based on Receipts / Income 0 0 0 0 0
Based on Area planted / Animal numbers 0 2 3 2 2
with input constraints 0 0 0 0 0
Payments based on non-current A/An/R/I, production required 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 0 0 0 0 0
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 0 0 0 0 0
Based on long-term resource retirement 0 0 0 0 0
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0
Miscellaneous payments 0 0 0 0 0
Percentage PSE (%) -9.15 -9.79 -21.50 -18.61 -5.02
Producer NPC (coeff.) 0.91 0.90 0.77 0.83 0.95
Producer NAC (coeff.) 0.92 0.91 0.78 0.84 0.95
General Services Support Estimate (GSSE) 116 394 266 406 511
Agricultural knowledge and innovation system 66 202 120 179 306
Inspection and control 33 131 113 151 129
Development and maintenance of infrastructure 17 40 31 33 54
Marketing and promotion 0 22 1 42 21
Cost of public stockholding 0 0 0 0 0
Miscellaneous 0 0 0 0 0
Percentage GSSE (% of TSE) . . . .
Consumer Support Estimate (CSE) 216 8511 11638 11494 2400
Transfers to producers from consumers 254 9261 12677 12077 3028
Other transfers from consumers -6 144 14 421 2
Transfers to consumers from taxpayers 0 0 0 0 0
Excess feed cost -32 -894 -1053 -1003 -626
Percentage CSE (%) 6.34 9.27 30.74 22.62 2.78
Consumer NPC (coeff.) 0.93 0.91 0.75 0.80 0.97
Consumer NAC (coeff.) 0.94 0.92 0.76 0.82 0.97
Total Support Estimate (TSE) =722 -11344 -14 916 -13 309 -5 806
Transfers from consumers -248 -9 405 -12 691 -12497 -3026
Transfers from taxpayers -467 -2083 -2239 -1232 2778
Budget revenues -6 144 14 421 -2
Percentage TSE (% of GDP) 0.78 -1.57 -3.06 -2.10 0.94
Total Budgetary Support Estimate (TBSE) 212 589 404 627 736
Percentage TBSE (% of GDP) 0.10 0.1 0.08 0.10 0.12
GDP deflator (2000-02 = 100) 100 20741 9551 16 187 36483
Exchange rate (national currency per USD) 1.70 173.95 95.08 130.66 296.11

.. Not available

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I: Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Argentina are: wheat, maize, soybean, sunflower, fruit
and vegetables, milk, beef and veal, pig meat, poultry and eggs.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

Unlike most countries covered by this report, Argentina maintains export restrictions that result in domestic
prices to be lower than on international markets. Export taxes are by far the most important market
intervention and a major source government of revenues. The responsibility of the Ministry of Finance to
design and implement these export taxes and adjust their rates by decree was removed by the new
administration in December 2023. This means that since early 2024, new trade restrictions are only
possible through the legislative process. Existing export taxes on soybeans, soybean products (meal and
oil), maize, wheat, other cereals, sunflower grain and oil, maize and wheat flour, several milk products,
and beef continue to apply.

Argentina provides a relatively small amount of input subsidies, mostly via preferential credits that finance
investment and working capital in the production of a range of commodities. For example, the fund
FONDAGRO, established in 2017, finances investment in the sector at preferential interest rates for
specific groups with a limited scope. The Ministry of Productive Development provides credit financing for
capital investments by micro, small, and medium-sized enterprises in the poultry and pig sectors. Direct
payments are provided occasionally as disaster assistance in response to extreme weather events, most
frequently for drought.

The Special Tobacco Fund (FET) was created in 1972 to provide additional revenue and support to tobacco
producers in certain northern provinces. The fund is financed by a 7% tax on tobacco retail prices and
managed by the Ministry of Agriculture, Livestock, and Fisheries. The federal government transfers 80%
of collected funds to tobacco-producing provinces based on their share of production. After signing the
WTO agreement in 1994, Argentina committed to reducing this support, and FET payments to tobacco
producers have declined. The remaining funds are used for technical assistance, investing in local
infrastructure, and providing social and health assistance.

Public expenditures in agriculture are mainly for general services to the sector such as the agricultural
knowledge and innovation system and inspection control services. INTA is the federal agency responsible
for research and promoting technological innovation in agriculture, livestock, and agri-food. The institute
conducts scientific and technological research, provides technical assistance and training to farmers and
other stakeholders in the agricultural sector, and develops and disseminates knowledge and technologies
related to agricultural production, agro-industrial processes, and rural development. INTA also collaborates
with national and international organisations, universities, and private companies to promote innovation
and competitiveness in the agricultural sector (OECD, 20191;; Echeverria, 20212).

SENASA is responsible for ensuring the safety and quality of agricultural and livestock products. It
develops and enforces regulations and standards for the production, processing, and transport of
agricultural products and it provides certification, inspection, and laboratory services to ensure compliance
with these standards. SENASA also works to prevent and control the spread of animal and plant diseases
and monitors and controls the use of pesticides and other agricultural chemicals to protect human health
and the environment.

The Provincial Agricultural Services Programme (PROSAP) invests mainly in large-scale agricultural
infrastructure and provides support services for competitiveness with projects aimed at improving agri-food
chains. Rural infrastructure is of vital importance for agricultural production in Argentina given that many
rural areas are isolated and low-populated. Therefore, rural roads, for example, are mainly used for the
transportation of agricultural production to the ports.

Agri-environmental regulations and policies in Argentina are mostly legislated and implemented at the
provincial level. For example, Santa Fe started a Good Agricultural Practices Programme in 2021, and

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024



1107

Entre Rios enacted a Law on Soil Conservation in 2018, which requires mandatory soil conservation for
areas with soil degradation. In Buenos Aires, the Buenas Practicas Agricolas - Suelos Bonaerenses
Programme, which started in 2020, provides training and supports extensive producers of crops to carry
out crop rotation, practices reducing water and wind erosion, and plans to reduce pesticide use. Cérdoba
has a Law on Good Agricultural Practices that sets standards for sustainable agricultural production and
compliance with the programme gives farmers access to lump-sum payments.

Since January 2020, the Argentina Against Hunger social programme has provided financial support for
children, pregnant women and disabled people. Support is provided through an electronic food card that
can be used in any grocery store. The food card is given to parents of children under the age of six who
receive the Universal Allowance per Child (AUH), pregnant women who receive the Universal Pregnancy
Allowance (AUE), and people with disabilities who receive the AUH. In 2023, the programme reached over
4.1 million beneficiaries (ANSES, 20243)).

The agricultural sector contributes 28% of GHG emissions in Argentina (Ministerio de Ambiente y
Desarrollo Sostenible, 20214)). Argentina’s second NDC for the 2015 Paris Agreement on Climate Change
was submitted in December 2020 and updated in October 2021. Argentina is committed to an economy-
wide net emission limit of 349 MtCO2eq by 2030 — equivalent to a decrease of 19% compared to the peak
reached in 2007. In November 2022, Argentina submitted a long-term strategy (LTS) to the UNFCCC that
includes a target to reach GHG neutrality by 2050.

Some of the tools that Argentina employs to reach this goal are expansion of renewable energies (at least
30% of the total energy matrix will have to be from renewable sources by 2030), lower subsidies for fossil
fuels, expanded protected areas, and improved efficiency in agriculture, industry, transport and
construction among others. In addition to its active commitment and participation in the primary multilateral
competent fora on climate change, i.e. the UNFCCC, Argentina participates in other initiatives, such as the
Global Bioenergy Partnership and the Global Research Alliance on Agricultural Greenhouse Gases (GRA)
and the Global Methane Pledge initiative, among others. The National Institute of Agricultural Technology
(INTA) plays an important role in research and innovation to reduce GHG emissions from agriculture and
has a portfolio of research projects related to climate change mitigation and adaptation.

Innovation for sustainable productivity growth

Argentina is a competitive producer and exporter of agricultural products. The country has profited from
the richness of its natural resources, but it has also adopted technologies, which have allowed it to increase
productivity (Bisang, Anllé and Campi, 20085)). Agricultural productivity in Argentina grew at an average
annual rate of 1.49% between 1961 to 2020, accounting for 75% of agricultural output growth (Morgan,
Fuglie and Saini, 2023()). Between 1961 and 1990, the TFP grew at an annual rate of 2.32%, leading to
positive output growth even as input use was shrinking. During this period, new technologies, particularly,
new plant varieties, allowed more production without increasing resource use (Fuglie and Echeverria,
20247)). Between 1991 and 2020, TFP grew at an annual rate of 0.54%, well below the average productivity
observed during the 1990s but following a trend experienced by many other countries during this period.
In contrast, Argentina faces several environmental challenges, including low nutrient balances (especially,
average nitrogen balance), high shares of agriculture in energy use and GHG emissions, which are well
above the OECD average. In addition, Argentine agriculture is vulnerable to a wide variety of climate
change impacts, including floods and droughts (World Bank, 2022g)).

Technological change has contributed to increased input use, for example, direct sowing allowed the more
intensive use of agricultural land bringing into production previously marginal pasture and uncultivated
areas (Bisang, Anllé6 and Campi, 2008;5;; Morgan, Fuglie and Saini, 2023j)). Argentina was also an early
adopter of technologies such as genetically modified crop varieties that tolerate herbicides or have insect
resistance, together with direct or no-till sowing.
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Argentina has adopted the Bioeconomy as the main strategy for productive intensification that promotes
biologically based value chains, enhancing the potential of available resources. Based on the generation
of new scientific and technological knowledge and its application, the approach focuses on accelerating
the use of methods and processes that ensure the traceability, quality, and sustainability of products and
the creation of certifications and labels that allow food to position itself with added value for an increasingly
demanding market.

Argentina’s agricultural production aims to achieve sustainable intensification, which is understood as a
process of gradual improvement of the ecological efficiency of agricultural systems through innovation to
promote greater productivity and profitability, with less environmental impact, to the maintenance and/or
improvement of natural resources, reducing dependence on external inputs and favouring equity and social
inclusion (Gutiérrez et al., 2020y9)).

Public research, development, and diffusion

An important factor contributing to sustainable productivity growth is the innovation system. Argentina has
developed and maintained one of the most prominent public agricultural research systems in Latin America
and the Caribbean (Echeverria, 20212). There is evidence of a positive impact of public agricultural
research expenditure on agricultural TFP growth in Argentina. At the same time, the private sector has
made significant contributions to technological change and innovation in agriculture (Bisang, Anllé and
Campi, 2013107). Through public-private co-ordination, comprehensive agricultural development policies,
programmes and actions direct efforts to make progress towards sustainability, while contributing to the
four dimensions of food security (availability, access, utilisation and stability), which implies increasing
productivity.

Innovative approaches for adding value and sustainability

Argentina promotes the use of food certifications covering different topics and establishing diverse
requirements such as quality standards and reduction of environmental impacts in production processes;
safety and health of workers; health and nutritional issues of food; efficient use of energy or replacement
with cleaner energy sources; environmental footprints (carbon and water); land use; and relations with the
community and respect for human rights.

Argentina's Government, in collaboration with the Ministry of Economy and the Inter-American
Development Bank (IDB), has formulated a Sustainable Financing Framework, which aims to facilitate
the issuance of bonds or loans to finance programmes and projects with positive environmental and social
impacts. Through this initiative, Argentina aims to direct resources towards investments that align with
environmental objectives and promote competitiveness within a trajectory of sustainable development.

Fostering an enabling environment for sustainable productivity growth

Argentina has advanced in improving available information, advice and other tools for policy makers and
producers to innovate for sustainable productivity growth. Actions to foster an enabling environment
include:

e Updated map on the organic carbon reserve: the soil organic carbon (SOC) is crucial for
sustainable agriculture as it serves as a primary indicator of soil quality and productivity potential.
INTA used data collected from 5 400 soil samples processed between 2015 and 2022 for INTA
updating a map of the SOC reserve in Argentine soils. Digital soil mapping techniques were used
along with climatic, topographic, soil, and vegetation data to create a predictive model.

¢ Inventories of agricultural GHG emissions: updated every two years, this is crucial for assessing
compliance with Argentina’s Nationally Determined Contribution under the Paris Agreement. The
Ministry of Agriculture, Livestock, and Fisheries is involved in calculating emissions for Agriculture,
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Livestock, Forestry, and Other Land Uses. Efforts aim to enhance the accuracy of the sector’s
emission estimates, with ongoing projects that include a comparative analysis of emission
methodologies, development of local emission factors for Argentina's sheep farming, assessment
of nitrous oxide emission research, and a proposal comparing estimated enteric fermentation
emissions with field measurements by Argentine researchers.

The National Management Plan for Forests with Integrated Livestock aims to promote
sustainable use of native forests through forest-livestock management and is led by a National
Technical Committee, which has set national guidelines as minimum requirements, adaptable by
provincial jurisdictions. To ensure ho compromise on ecosystem goods and services, plans must
adhere to minimum criteria for Sustainable Management of Native Forests, maintaining exclusive
areas for biodiversity conservation, genetic preservation, and wildlife protection while ensuring the
forest’s vertical structure’s functionality. Livestock planning should align with system capabilities,
incorporating efficient watering point designs, and all plan activities require periodic monitoring.

The Cambio Rural Programme enables producers to access technical and organisational
guidance, training, and exchange experiences with other producers to collectively advance in the
transformation process of their production systems.

Fostering resilience for sustainable productivity growth

Argentina has been developing several tools to facing a shock and to foster subsequent recovery in front
of the increasing extreme weather events, including:

The National Agricultural Emergency Law 26.509 establishes a framework for preventing and
mitigating agricultural emergencies.

The programme Comprehensive Risk Management Programme in the Rural Agro-industrial
System (GIRSAR) aims to strengthen the resilience of the agro-food system, reducing the
vulnerability and exposure of producers to climate and market risks, especially among the most
vulnerable actors. This risk management strategy focuses on climate and market risks and includes
mitigation and emergency response actions.

The Interinstitutional Protocol for Information Management was created in response to the
threat of meteorological and agricultural droughts in Argentina.

Projects within INTA that focus on designing a national monitoring system to mitigate land
degradation.

Recent policy developments

Domestic policy developments in 2023-24

Argentina's domestic policy has been marked by drought conditions, which have persisted since 2019 and
resulted in poor agricultural yields and production in several agricultural areas. In the agricultural season
2022-23, many crops suffered losses of more than 50%, although better results are expected for the
season 2023-24. Simultaneously, the country showed macroeconomic instability with high inflation,
exchange rate volatility, devaluation, and difficulties keeping the necessary foreign currency level, which
can increase part the costs of agricultural inputs, reduce export competitiveness and farmers’ income, and
increasing uncertainty, all affecting the development of agriculture. Several policy developments are driven
by this context.
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Production and marketing practices

In March 2023 Argentina adopted a measure to encourage feedlot production to ensure the supply of beef
for domestic consumption, optimise its production systems and improve the profitability of the sector. This
is in response to lower pasture capacity caused by drought conditions. In this framework, 95 beneficiaries
were approved for a total amount of ARS 187 million (USD 633 000).

Similarly, to respond to an increase in the production costs (especially in soybean) of poultry production,
the Productive Strengthening Programme for the Avian Sector was implemented in 2023 as an assistance
tool to compensate avian producers for this increase. The programme granted 78 poultry producers a total
of ARS 1.9 billion (USD 6.5 million). To be eligible for the funding a series of administrative requisites were
established, including that producers must have sold chickens during the month of December 2022, when
the increase in soybean price took place.’

The Economic Compensation Programme for Small and Medium Sheep Wool Producers in the Patagonian
Region (LANAR) was created in 2023 to address low international prices of wool and the drought that
affected the Patagonian region that year. It has a total investment of ARS 1.5 billion (USD 5 million) from
the Export Increase Fund to finance programmes that stimulate the production and development of small
and medium producers and regional economies.

Two programmes for the assistance of dairy producers (Impulso Tambero 1 and 2) in the context of low
prices and drought were implemented in 2023, to financially compensate small and medium-sized dairy
producers with the aim of increasing milk supply, optimising production systems and improving profitability.
The assistance was provided during four consecutive months and consists of ARS 15 per litre for those
producing less than 1 500 daily litres and ARS 10 for those producing between 1 501 and 5 000 daily litres.

Following the 2021 strategic plan for the organic sector by 2030, several actions took place in 2023,
including a new law promoting organic production in the regional economies, events and contests to
promote organic products, and a platform providing information about certified organic operators.

During 2023, 510 new products were awarded Reference Quality Labels for the food industry that promotes
distinction and gives value to Argentine foods.? To date, more than 3 500 products are marketed with this
type of label.

Over the course of 2023, in the context of PROCAL that help differentiate products, facilitate access to
new markets and contribute to improving competitiveness, three projects reached 350 beneficiary SMEs:

e 50 SMEs implemented quality protocols of the Argentine Foods, A Natural Choice label.

e 250 producers received support in developing technical and legal requirements to register
10 potential geographical indications or designations of origin.

e 50 other companies applied the Guide for Sustainable Agri-Food SMEs.

Training, responses to queries and information material were provided in 2023 to actors in the food sector
to help them comply with the Law for the Promotion of Healthy Eating.® The law made it mandatory to
place one or more warning labels for each critical nutrient, as appropriate, as well as cautionary legends,
for example, for sweeteners and caffeine. Technical assistance to the sector will continue in 2024 in terms
of possibilities for reformulation or substitutes and in terms of food education.

Animal and plant health and safety

In February 2023, Argentina issued a sanitary emergency upon confirmation of the first case of the avian
influenza virus in a wild bird. Also, the Ministry of Economy decided to provide economic assistance to
affected commercial producers to improve the effectiveness of the disease containment measures.*
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A SENASA resolution of 2023 provided an inventory of biopreparations protocols to formalise and provide
guarantees for products already in use and whose production is beginning to increase in scale. Another
resolution approved the possibility of registering bio-inputs in the National Registries of Plant Therapeutics,
and of Fertilisers, Amendments, Substrates, Conditioners, Protectors and Raw Materials, for those
interested in preparing, importing, exporting, having, fractioning, distributing or selling bio-inputs.

In 2023, the Beekeeping Strategic Roundtable was created within the SENASA Presidency Unit to
establish priorities and articulate actions to be developed based on the sector's needs. Protecting bees
and other pollinators is seen as essential to ensuring their significant contribution to solving problems
related to the productivity of food production systems.

Bioeconomy and biotechnology

The Bioeconomy Action Plan in the agricultural sector was approved in 2023. The plan aims to guide public
efforts to promote the development of the bioeconomy as a sustainable and complementary production
model, based on the comprehensive use of biological resources and technologies for economic, social and
territorial development. With a four-year horizon, the plan proposes long-term and medium-term results
and the development of several activities and instruments, such as awareness raising, dissemination,
diffusion of information and training; articulation mechanisms, agreements and protocols with different
types of institutions; funding for bio-entrepreneurship; regulations and procedures; and international and
regional relations and agreements.

The Argentine Federal Bioeconomy Network was formed in 2023 to diffuse bioeconomy-related public and
private initiatives. It also provides for a space for discussion and exchange for stakeholders of the
bioeconomy in Argentina, and to collaborate in the medium and long-term objectives of the Bioeconomy
Action Plan.

In July 2023, the Bioenergy Municipalities Programme (Programa Municipios Bioenergéticos) was created
to promote the use of a large part of the residual dry biomass that comes from residues or byproducts of
agro-food activities, allowing production cycles to be closed. The beneficiaries of the programme can be
municipalities, micro, small and medium enterprises, local co-operatives and public entities that dedicate
their activities to the development of bioenergy. The programme will work on making surveys, analyses
and evaluations of the local bioenergy sector, creating awareness, training and capacity building, and
providing accompaniment to local projects.

In 2023, in the framework of the BIODESARROLLAR programme,® a call for project financing was
launched and received 130 project applications, of which 23 projects started receiving funding. Also, in
2023, Argentina created the National Registry of Bioproducers, the National Registry for Bioproducts, and
the National Registry of Biomaterials. Additionally, Argentina awarded 21 labels for biomaterials,
8 certificates of interest, and 8 labels and 7 certifications for bioinputs.

Eight genetic modifications for plants were approved for commercialisation between January 2023 and
March 2024 in Argentina: four herbicide- and insect-tolerant soybeans, three varieties of corn tolerant to
herbicides and insects, and a cotton variety tolerant to herbicides and insects.® Between the end of 2023
and the beginning of 2024, the commercialisation was authorised of the first six genetically modified yeasts
with improved capacity to produce bioethanol from grain fermentation, and a vaccine that confers
protection against Mycoplasma hyopneumoniae and porcine circovirus.

Risk management and rural infrastructure

Several ongoing projects under the GIRSAR advanced in 2023. In addition, 12 new projects were initiated
across various provinces, including a sanitary strengthening project and an irrigation system in Neuquén,
irrigation improvements in San Juan, a forest fire prevention project and irrigation system in Mendoza,
modernisation efforts of the irrigation systems in Rio Negro, fire control and prevention in Cérdoba, rural
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roads in Entre Rios. Evaluations are underway for an Agro-Environmental Management project in Misiones
and a climate risk management project in Rio Negro, with estimated costs of USD 8.4 million and
USD 7.9 million, respectively.

Rural development, family farms and indigenous agriculture

Several activities were developed during 2023, including the creation of alliances, training activities,
approval of projects in different provinces, and administrative closure in some cases, within the framework
provided by multiple projects, aiming to improve rural development. The project En nuestras manos aims
to reduce gender gaps in rural areas and assist agricultural producers in the context of the COVID-19
crisis, the Programme for the Promotion of Resilient and Sustainable Agri-food Systems for Family Farming
(PROSAF) supports sustainable, inclusive production and marketing systems for peasants and family
farmers, the project of Socio-Economic Inclusion in Rural Areas (PISEAR) promotes the socio-economic
inclusion of rural families in poverty, through improvements in their living and production conditions.

The Goat Chain Development Programme (PRODECCA) aims to improve the income of goat-producing
families in Indigenous Peasant Family Agriculture. It has reached over 2 500 beneficiary families in 2023
and developed activities in collaboration with the INTA.

The Support Programme for Small Wine Producers in Argentina (PROVIAR Il) started in 2023 to support
the social, economic, and environmental sustainability of Argentine viticulture. Several projects have been
approved within this programme with financial support of USD 8 million for small producers in several
provinces.

Trade policy developments in 2023-24

In December 2023, the new administration abolished the faculties of the Ministry of Finance to design and
implement export taxes and adjust their rates by decree. New prohibitions or restrictions on exports or
imports for economic reasons can only be carried out through the legislative process.

In November 2023, the Export Increase Programme was extended for the last time. This programme was
launched in September 2022 to promote soybean sales and strengthen international currency reserves.
Exporters of soybeans, flour, oil, and biodiesel made with soybean oil, agreed to enter foreign currency
into the country at a preferential exchange rate, higher than the official one, which implies that they receive
a higher price in ARS.”

In July 2023, Argentina increased the equilibrium volumes of exports (VEE) for the maize campaign of
2022-23 from 20 to 26 tonnes for exports.® Since January 2021, maize and wheat exporters have been
required to comply with administrative export permits that are granted by the Ministry of Agriculture
depending on the quantity available and the price in the domestic market. In December 2021, the Ministry
of Agriculture, Livestock, and Fisheries established a framework regulating exports based on VEE and
limiting export permits. The ministry publishes the VEE for maize and wheat based on the government’s
projection of production, domestic consumption and stocks. Exporters can request export declarations
(DJVE) for up to 90% of the VEE. Once this limit is reached, additional export permits will only be granted
within 30 days of the expected exporting date. In December 2023, the new administration dismantled these
restrictions.

In 2023, the Ministry of Agriculture, Livestock and Fisheries, approved the procedure for submitting
applications for commercial authorisation of a genetically modified organism (GMO) for agro-food use,
within the framework of the Memorandum of Understanding between the Ministry of Science, Technology
and Innovations of the Federative Republic of Brazil and the Ministry of Economy of the Argentine Republic
for co-operation in biosafety regulations of modern biotechnology products signed in 2022.
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Policy context

Key economic and agricultural statistics

Argentina is an upper middle-income country with a dynamic agricultural sector that has been making a
growing contribution to the GDP, from 4.7% of the GDP in 2000 to 6.6% in 2022. In contrast, agriculture’s
share of employment decreased from 11.9% in 2000 to 7.2% in 2022. The country is one of the world’s
largest agricultural exporters, and agro-food represented 41.5% of total exports in 2000, and 57.2% in
2022. In contrast, agro-food imports represented only 5.4% of total imports in 2000 and 6.1% in 2022.
Argentina has abundant agricultural land representing 4% of the total agricultural area of all countries
covered in this report, with a large share of this area composed of pastureland.

Table 3.2. Argentina: Contextual indicators

Argentina International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries
GDP (billion USD in PPPs) 428 1225 1.1% 0.9%
Population (million) 37 46 0.9% 0.9%
Land area (thousand km?) 2737 2737 3.4% 3.3%
Agricultural area (AA) (thousand ha) 128 510 117 958 4.3% 4.0%
All countries’
Population density (inhabitants/km2) 13 16 52 64
GDP per capita (USD in PPPs) 11543 26 505 9363 25965
Trade as % of GDP 9.1 134 12.3 16.6
Agriculture in the economy All countries’
Agriculture in GDP (%) 47 6.6 29 38
Agriculture share in employment (%) 11.9 7.2 - -
Agro-food exports (% of total exports) 415 57.2 6.4 8.0
Agro-food imports (% of total imports) 54 6.1 58 6.9
Characteristics of the agricultural sector All countries!
Crop in total agricultural production (%) 57 68
Livestock in total agricultural production (%) 43 32 - -
Share of arable land in AA (%) 22 36 32 34

Note: *or closest available year.

1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organisation (ILO); UN Comtrade; World Bank, WDI; FAO database and national
data.

The Argentine economy began to stall when the peso came under pressure in April 2018. The value of the
peso vis-a-vis the USD was reduced by 40% in 2018, and by 70% in the period 2018-2021, and the
economy plunged into recession and inducing annual inflation rates above 40%. Inflation has been
escalating, with an annual rate of 94.8% in 2022 and the year 2023 ending with an annual inflation rate of
211.4%. Due to exchange rate controls, there exist exchange market rates that have been increasingly
diverging from the official rate. Adversely affected by COVID-19, GDP declined by 9.9% in 2020, increased
by 10.7% in 2021 and decreased by almost 5% in 2022 and 1.8% in 2023.
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Figure 3.3. Argentina: Main economic indicators, 2000 to 2023
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Sources: OECD statistical databases; World Bank, WDI; and ILO estimates and projections.

Argentina runs a significant agro-food trade surplus having exceeded USD 30 billion for most of the past
decade and USD 45 billion in 2022. Most of agro-food exports (82%) are primary or processed products
used as inputs in downstream industries abroad, whereas the much smaller bundle of agro-food imports
is mostly composed of primary products for use by industry (51%).
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Figure 3.4. Argentina: Agro-food trade
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Argentine agricultural production has grown at an annual rate of 2.3% between 2012 and 2021, above the
world average of 1.9%. Within this total growth, 2.5% was due to an increased use of intermediate inputs,
while only a small portion of production growth (0.2%) was due to Total Factor Productivity (TFP) growth,
that is, innovations and technical improvements in the way resources are used in production. With this, the

TFP growth was well below the world average of 1.1%.
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Figure 3.5. Argentina: Composition of agricultural output growth, 2012-21
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Agricultural nutrient balances in Argentina, particularly its average nitrogen balance, are comparatively
low, albeit increasing. The shares of agriculture in energy use and in GHG emissions are, at 7% and 32.3%
respectively in 2022, well above the OECD average, with the high emissions reflecting the large number
of ruminants. Notably, the emissions share is well above the sector’s contribution to the economy. With
73.9% of total water abstractions, agriculture also is a major water user.

Table 3.3. Argentina: Productivity and environmental indicators

Argentina International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 1.7% 0.2% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 14 7.2 321 28.2
Phosphorus balance, kg/ha 1.7 25 3.3 2.3
Agriculture share of total energy use (%) 58 7.0 1.7 2.0
Agriculture share of GHG emissions (%) 40.9 32.3 8.7 10.1
Share of irrigated land in AA (%) 15 09 - -
Share of agriculture in water abstractions (%) 70.7 73.9 47.0 49.5
Water stress indicator . . 8.7

Note: * or closest available year.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.
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Historical trends in agricultural policies

Argentina has a history of macroeconomic instability and policy volatility, switching from open markets to
import substitution in a way that has led to overall poor long-term economic performance (OECD, 2019p)).
The main exception has been the agricultural sector which, despite policy impediments, has innovated and
grown. Driven by higher international agricultural prices, Argentine agriculture — in particular, in the
extended Pampas region — has experienced a major structural transformation. This has been reflected in
changing land use, the emergence of soybean as a major commodity, and diversified and growing export
markets, especially toward Asia. However, outside of the Pampas, other crops like tobacco, cotton and
fruits and vegetables have been less successful.

Argentina liberalised trade in the late 1970s and explored ways to increase trade with its neighbours and
other economies from the second half of the 1980s. In the 1990s, the Argentine economy became more
integrated in international trade, including the liberalisation of the agri-food sector, through the creation of
MERCOSUR in 1991 and the 1994 WTO Agreement. However, after the financial crisis in 2001, Argentina
reverted to increasing tariffs, establishing price controls for food products, and re-introducing export taxes
on agricultural products such as soybeans to raise revenue and reduce basic food prices. Further export
restrictions in the form of quotas for wheat, maize, milk, and beef were imposed in 2008. Between 2007
and 2011, a consumer price subsidy was implemented. The National Office of Agricultural Commercial
Control (ONCCA) agency provided payments to processors purchasing wheat, maize, soybeans, and
sunflower products from the local market.

In December 2015, the government began to gradually re-open markets again: it reduced export taxes on
soybeans and soybean oil, eliminated export taxes on all other agricultural products, removed all export
quotas, and free-floated the exchange rate of the Argentine peso to other currencies. But following the
2018-19 depreciation of the local currency and the subsequent economic recession, export taxes were re-
established not only for agri-food products but for all goods by the government that had reduced or
eliminated them. By early 2020, agricultural-specific export taxes were re-instated for most products in
early 2020. Simultaneously, the exchange-rate controls introduced in the beginning of 2020 resulted in a
widening gap between the official exchange rate and other market exchange rates, which has been
widening until the end of 2023.

Table 3.4. Argentina: Agricultural policy trends

Period Framework Changes in agricultural policies
Prior to 1990 Alternate free trade and Price interventions on main agricultural products, mandatory public stockholding, export
import substitution policies  taxes on agricultural trade, tariffs on imports of agricultural inputs such as fertiliser, low levels

of investment in private agricultural R&D and infrastructure in general.
Several attempts to liberalise trade.
Creation of agricultural R&D and extension services institute INTA (1956); private institutions
such as AACREA (1960) and AAPRESID (1989) created to provide services to farmers.

1991-2001 Shifts to open the economy  Dismantling stockholding and price-setting public institutions, reduction of import and export
tariffs, free trade agreements (Mercosur and WTO).
Price stabilisation, reduction of barriers to trade, privatisation and deregulation of markets
Dissolution of National Commercial Boards (1991).
Creation of animal and plant health and food safety SENASA (1996).
Creation of the seed regulatory institution INASE (1991).

2002-2015 Return to a closed Implementation of export taxes, import restrictions, value chains subject to regulations as
economy export quotas and price controls at the retail level.
The National Office of Agricultural Commercial Control (ONCCA) dismantled (2011).
2016-2017 Gradual shifts to open the Elimination of export taxes for all agricultural commodities, except reduced taxes on soybean
economy exports.

Elimination and reforms to the Register of Export Operations ROEs (2015).
Federal Agricultural Council (CFA) reformed (2017).
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Period Framework Changes in agricultural policies
2018-Present Reintroduction of export Export taxes established for all exports including agriculture in response to the economic
taxes crisis of 2018.
Reintroduction of specific taxes on agricultural products and exchange rate controls since
2019.

Since December 2023, changes to export taxes are expected to be done by Law and cannot
be done by decree. However, export taxes in place until then continue and have not been
modified.

Prior to the economic crisis of 2001, producer support fluctuated around zero. With the reintroduction of
export taxes and other trade restrictions after the 2001-02 financial crisis, the PSE turned negative due to
substantial negative market price support and absence of any significant budgetary support to farmers.
Negative producer support peaked in 2014, reaching -37.7% of gross farm receipts. Lower export taxes in
2015 reduced negative support. Budgetary support to farmers remained limited and mainly in the form of
subsidies for tobacco. Around 60% of total expenditures on agriculture in the last ten years financed
general services to the sector. From 2007 to 2010, Argentina provided subsidies to food processors
(primary consumers), to compensate for high prices of agricultural products.

Figure 3.6. Argentina: Development of the PSE and its composition, 1997 to 2023
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explorer.oecd.org/.
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Notes

' See https://www.magyp.gob.ar/aviar/_pdf/Res-Mecon-100-2023.pdf

2 See https://alimentosargentinos.magyp.gob.ar/HomeAlimentos/sello/beneficios.php

3 Law 27642, popularly known also as the “front nutritional labelling law”, was sanctioned in
November 2021 in Argentina, and regulated in 2022 (Decree 151/2022).

4 See http://servicios.infoleg.gob.ar/infoleginternet/anexos/380000-384999/383889/norma.htm

5 The programme BIODESARROLLAR launched in 2022 by the Ministry of Economy’s Secretariat of
Agriculture, Livestock and Fisheries aims to promote the development, innovation, adoption, and
production of bioproducts by micro, small, and medium-sized enterprises, co-operatives, and public
research entities.

6 See https://www.argentina.gob.ar/agricultura/alimentos-y-bioeconomia/ogm-vegetal-eventos-con-
autorizacion-comercial

" Exchange-rate controls in place since 2019 have resulted in a widening gap between the official exchange
rate and other targeted market exchange rates. Agricultural exports are settled at the official exchange
rate, which is lower than others, reducing the price received by exporting farmers in the local currency
(ARS).

8 See https://www.boletinoficial.gob.ar/detalleAviso/primera/290888/20230725
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s Australia

Main findings

Support to agriculture

Australia’s support to agricultural producers (Producer Support Estimate, PSE) is among the lowest in the
OECD, estimated at 2.3% of gross farm receipts in 2021-23, slightly lower than the 3.7% observed 20 years
before. Policy settings are characterised by a strong emphasis on market openness, building resilience,
and investments in general services, including research and development (R&D), hydrological
infrastructure, and biosecurity.

Market Price Support (MPS) to producers ended in 2000 and domestic prices for Australia’s main
agricultural outputs have been at parity with world prices since then. Most producer support in 2021-23
was in the form of disaster relief payments, and income-smoothing programmes that address cashflow
fluctuations. Payments on variable input use are also used, mainly concessional loans for on-farm
investments, including in response to adverse events.

The General Services Support Estimate (GSSE) averaged 2.1% of the value of agricultural production
during 2021-23, higher than the 1.9% of the early 2000s but below the OECD average of 3.3%. More than
half of this went to support for R&D, innovation, and extension services (corresponding to 1.3% of
agricultural production value, compared with 1.1% in the OECD on average). Public expenditure to develop
and upgrade infrastructure (mostly hydrological) and strengthen biosecurity represented most of the
remaining general services expenditure.

Overall support to agriculture (Total Support Estimate, TSE) represented 0.2% of Gross Domestic Product
(GDP) in 2021-23, essentially unchanged since 2000-02.

Key recent policy changes

Biosecurity funding will increase in 2023-24. In addition, the biosecurity budget, which was previously
decided on an annual basis, will become permanent from 2027/28.

The Nature Repair Act came into effect in December 2023, allowing for a range of landholders (including
the agricultural sector) to voluntarily run projects that lead to improvements in biodiversity. Projects could
include the protection and conservation of sites of high environmental value, and restoration of formerly
degraded areas. Successful projects will be awarded a certificate which could be traded to other parties
who wish to support long-term conservation and improvement of nature and associated ecosystem
services.

Starting from 2023-24, the Australian Department of Agriculture, Fisheries and Forestry particularly through
the Australian Bureau of Agricultural and Resource Economics and Sciences (ABARES) will receive
additional funding to enhance its capability to support productivity and profitability. Regional data sources
will be improved with respect to climate-related risks, biosecurity incursions, and natural disasters. These
data will be used to inform on the adoption of low emission technologies and practices by farmers and to
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conduct economic impact assessments of domestic and international emission policies on Australian
farmers.

Assessment and recommendations

e A significant amount of funding is directed to innovation seeking sustainable productivity growth,
but productivity growth has slowed down from 2.18% average annual growth rates in 1977-2000
to 0.6% in 2000-2021 due to climate change, lower mechanisation potential, changes in natural
conditions and volatile prices in the last two decades. Increasing sustainable productivity growth
will require structural adjustments from low to high productivity farms, increased R&D funding and
more incentives for climate change mitigation and adaptation.

e My Climate View, an online platform by the Climate Services for Agriculture, is a good way to
encourage long-term adaptation to climate change. Investments in this platform could be leveraged
to support the development of new approaches such as index-based insurance for drought.
Concessional loans, income-support schemes and ex post drought relief measures should be
systematically assessed and monitored to ensure they do not inhibit climate change adaptation,
structural adjustment and long-term transformative change.

e Extension services and agricultural education receive less funding than other parts of the AKIS.
Scaling up knowledge-transfer services in partnership with the private sector as in the Cooperative
Research Centres (CRCs) can facilitate uptake of innovations, support sustainable productivity
growth, and strengthen on-farm capacity to manage risks.

e While Australia’s rural research and development corporations (RDCs) are well positioned to
support adaptation in traditional crop and livestock production systems, research efforts should
also be directed towards long-term resilience and transformative change. Carbon and biodiversity
markets should be explored to provide farmers with new and diversified sources of income, if
carefully designed with robust performance and integrity standards.

e Sustainable management of water resources is essential for Australian farmers to adapt to higher
temperatures, lower winter rainfall, and increased frequency of drought and extreme weather
events. Investments in water infrastructure should be assessed regarding their effects on water
consumption and return flows to groundwater and surface water as well as other socio-economic
impacts. Irrigation infrastructure subsidies should be weighed against alternatives such as direct
purchases of water entitlements, as has been done in the Murray Darling Basin.

e The Australian Carbon Credit Unit (ACCU) scheme supports projects to reduce or avoid GHG
emissions or store carbon, but has yet to demonstrate significant reductions of agricultural
emissions. In 2023, ACCUs with an abatement equivalent of 17.2 MtCO.eq were issued, which is
well below the estimated potential from land-based offsets. Increasing its scale and effectiveness
in agriculture and building confidence in the transparency and integrity of ACCUs is essential to its
success in reducing agricultural GHG emissions.

e Funding to accelerate the development and commercialisation of technological solutions to reduce
emissions rightly focuses on methane emissions from enteric fermentation of livestock, which
represent 70% of Australia’s agricultural emissions. However, the extent to which technologies
such as feed supplements can drive reductions remains uncertain. To support the red meat
industry’s target of carbon neutrality by 2030, other tools like emissions taxes, standards, and
regulations will be needed to create sufficient incentives for farmers to adopt low-emission
technologies.
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Development of support to agriculture

Figure 4.1. Australia: Development of support to agriculture

Figure 4.1A. Australia: Producer Support Estimate and its Figure 4.1B. Australia: Ratio of producer to border price
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-
explorer.oecd.org/.
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Figure 4.2. Australia: Commodity-specific transfers (SCT), 2021-23

Percentage of commodity gross farm receipts
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Note: Only commodities with non-zero transfers shown.
Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-

explorer.oecd.org/.
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Table 4.1. Australia: Estimates of support to agriculture

Million USD
. 1986-88 2000-02 2021-23 2021 2022 2023p
Total value of production (at farm gate) 14 358 19 605 61512 65923 65 402 53 209
of which: share of MPS commodities (%) 82.36 74.30 73.03 74.05 75.20 69.85
Total value of consumption (at farm gate) 5072 7514 21749 21827 21946 21472
Producer Support Estimate (PSE) 1411 761 1448 1234 1599 1510
Support based on commodity output 1000 0 0 0 0 0
Market price support’ 1000 0 0 0 0 0
Positive market price support 1002 0 0 0 0 0
Negative market price support -2 0 0 0 0 0
Payments based on output 0 0 0 0 0 0
Payments based on input use 230 309 584 576 612 564
Based on variable input use 217 14 165 144 190 161
with input constraints 0 4 13 14 13 13
Based on fixed capital formation 4 145 246 279 235 225
with input constraints 0 0 0 0 0 0
Based on on-farm services 9 149 173 153 187 178
with input constraints 0 0 0 0 0 0
Payments based on current A/An/R/I, production required 0 11 534 307 662 634
Based on Receipts / Income 0 11 534 307 662 634
Based on Area planted / Animal numbers 0 0 0 0 0 0
with input constraints 0 0 0 0 0 0
Payments based on non-current A/An/R/I, production required 0 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 181 442 301 321 297 285
With variable payment rates 181 343 298 318 294 282
with commodity exceptions 0 110 67 7 66 63
With fixed payment rates 0 99 3 4 3 3
with commodity exceptions 0 0 0 0 0 0
Payments based on non-commodity criteria 0 0 29 30 28 27
Based on long-term resource retirement 0 0 0 0 0 0
Based on a specific non-commodity output 0 0 10 11 10 9
Based on other non-commodity criteria 0 0 19 20 19 18
Miscellaneous payments 0 0 0 0 0 0
Percentage PSE (%) 9.65 3.74 2.32 1.84 239 2.76
Producer NPC (coeff.) 1.08 1.00 1.00 1.00 1.00 1.00
Producer NAC (coeff.) 1.11 1.04 1.02 1.02 1.02 1.03
General Services Support Estimate (GSSE) 98 370 1353 1605 1253 1200
Agricultural knowledge and innovation system 95 252 783 813 784 752
Inspection and control 3 39 117 130 113 108
Development and maintenance of infrastructure 0 75 306 274 329 314
Marketing and promotion 0 4 142 382 22 21
Cost of public stockholding 0 0 0 0 0 0
Miscellaneous 0 0 5 6 5 5
Percentage GSSE (% of TSE) 6.48 36.45 48.03 56.54 43.92 44.29
Consumer Support Estimate (CSE) -513 -116 0 0 0 0
Transfers to producers from consumers -513 0 0 0 0 0
Other transfers from consumers 0 0 0 0 0 0
Transfers to consumers from taxpayers 0 -116 0 0 0 0
Excess feed cost 0 0 0 0 0 0
Percentage CSE (%) -10.12 -1.52 0.00 0.00 0.00 0.00
Consumer NPC (coeff.) 1.1 1.00 1.00 1.00 1.00 1.00
Consumer NAC (coeff.) 1.1 1.02 1.00 1.00 1.00 1.00
Total Support Estimate (TSE) 1509 1015 2801 2840 2852 2710
Transfers from consumers 513 0 0 0 0 0
Transfers from taxpayers 996 1015 2801 2840 2852 2710
Budget revenues 0 0 0 0 0 0
Percentage TSE (% of GDP) 0.65 0.25 0.16 0.16 0.16 0.16
Total Budgetary Support Estimate (TBSE) 509 1015 2801 2840 2852 2710
Percentage TBSE (% of GDP) 0.22 0.25 0.16 0.16 0.16 0.16
GDP deflator (1986-88 = 100) 100 149 279 262 282 292
Exchange rate (national currency per USD) 1.40 1.83 1.43 1.33 1.44 1.51

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I; Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Australia are: wheat, barley, oats, sorghum, rice,
soybean, rapeseed, sunflower, sugar, cotton, milk, beef and veal, sheep meat, wool, pig meat, poultry and eggs.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

Support to agriculture comprises a mix of direct budgetary outlays, concessional loans and tax
concessions. Direct support is provided to upgrade on-farm infrastructure that aims to improve the
efficiency of natural resource use. Several programmes also support the development and uptake of
farming practices to enhance sustainability, including through innovation take-up and pilot testing of
certification schemes." Price support is low and domestic prices are aligned with world prices.

Concessional loan schemes target investments in new farm businesses, farm succession arrangements,
drought resilience and preparedness. The Regional Investment Corporation (RIC) has administered the
Australian Government’s concessional farm business loans since 2018, providing concessional interest
rates.

Income stabilisation tools such as the Farm Management Deposits Scheme and income tax averaging
arrangements are designed to strengthen financial risk management by helping primary producers to
deal more effectively with fluctuations in cash flows. For producers experiencing hardship, regardless of
the cause, the Farm Household Allowance provides basic income support. This is supplemented with
natural disaster assistance provided as concessional loans through the Disaster Recovery Funding
Arrangements that came into force in 2018.2 Primary producers experiencing financial hardship can also
access free, confidential financial counselling under the Rural Financial Counselling Services Program.

The new Australian Government Drought Plan 2024-29 is expected to be published in 2024, and will
replace the Drought Response, Resilience and Preparedness Plan published in 2019. The new plan sets
out the government’s programmes and activities before, during and after drought, and the principles that
will guide its actions as conditions dry.

The Future Drought Fund (FDF) is an AUD 5 billion (USD 3.3 billion) commitment by the government to
build drought resilience in domestic agriculture, landscapes, and communities. The FDF invests in a broad
portfolio and is managed with the aim of generating at least a 2% return above the inflation rate per annum.
AUD 100 million (USD 66 million) of the returns are made available each year to support farmers to
become more resilient to the effects of future drought (Australian Government, 2022)).

Research and development (R&D) programmes are a major component of Australian support to
agriculture. Rural research and development corporations (RDCs) are a primary vehicle to support rural
innovation. RDCs are a partnership between the government and industry created to share funding and
strategic direction-setting for primary industry R&D, investment in R&D and subsequent adoption of R&D
outputs. A compulsory levy system collects contributions from primary producers to finance RDCs, and the
government provides matched funding for R&D expenditure, up to legislated caps.

A smaller portion of public expenditure goes to the development and maintenance of infrastructure and
inspection services, including pest and disease control activities. The Emergency Animal Disease
Response Agreement (EADRA) is a cost-sharing agreement between Australia’s governments and
industry groups which aims to reduce the risk and minimise the impact in case of a disease outbreak. While
industry and governments cost-share actions to address pest and disease outbreaks, trade-related costs
of biosecurity and food safety inspection services are covered by industry.

Australia’s Nationally Determined Contribution (NDC) commits to achieving net zero emissions by 2050
and reducing GHG emissions to 43% below 2005 levels by 2030. While agriculture is included in economy-
wide emissions reduction targets, no specific emissions reduction targets have been defined for the
agricultural sector. Investments in climate-smart and sustainable agriculture projects have increased in
recent years, providing support for technological solutions to reduce methane emissions from livestock,
improve soil health, build resilience to climate change, and protect natural capital and biodiversity.
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The Australian Carbon Credit Unit (ACCU) Scheme, formerly known as the Emissions Reduction Fund,
was established in 2011 under the Carbon Credits (Carbon Farming Initiative) Act. The ACCU scheme
provides incentives for businesses to undertake voluntary emissions reductions and carbon sequestration
projects that meet strict integrity requirements, including in relation to additionality. Agricultural landowners
and farmers can earn income by generating ACCUs for every tonne of emissions reduced or carbon stored
through a project and selling these to the government or third parties. As of March 2023, the scheme had
committed AUD 2.7 billion (USD 1.8 billion) through 15 auctions for a total of 217.3 MtCO2eq of abatement,
including 14.8 MtCO:2eq of agricultural emissions.

Improving market transparency is also part of the government’s assistance to the food sector. One example
is the mandatory dairy code of conduct under the authority of the Australian Competition and Consumer
Commission (ACCC), which came into force in January 2020 (Australian Government, 20192)).

Australia has 18 comprehensive regional or bilateral free trade agreements in force.® Policies support
access to export markets, including helping small exporters overcome market access barriers and costs
associated with exports registration. Tariff rates on imports of agricultural and food products are, on
average, 3.2% lower than on non-agricultural goods (WTO, 20223)). A number of SPS measures are in
place to manage pest and disease risks that could harm the sector and affect plant, animal and human
health as well as the environment more broadly.

Innovation for sustainable productivity growth

Strategic planning

In July 2023 the National Statement on Climate Change and Agriculture, a joint initiative of Commonwealth,
state and territory governments was established. It emphasises the importance of sustainably increasing
agricultural productivity and profitability. This will be achieved by targeting investment in research and
development, and increasing the focus on training, education and capacity building to support uptake and
adoption of innovations and technologies.

The capacities of ABARES have been expanded by an average of AUD 9.6 million (USD 6.4 million) per
year for the next four years to better deliver the government’s policy priorities of tackling climate change
while boosting the economic resilience and productivity of agriculture.

Research and innovation

Australia manages approximately AUD 800 million (USD 530 million) annually through its RDCs, of which
the majority is collected through farm levies and the remaining part from the government. RDCs undertake
diverse research, development and extension (RD&E) activities that improve efficiency, productivity,
competitiveness, and innovation along the supply chain.

Agricultural Innovation Australia (AlA), founded by the 15 RDCs in 2020, is a not-for-profit public company,
established to facilitate joint investment and collaboration in significant, cross-sectoral agricultural
opportunities and challenges. AlA’s remit is to identify, develop and attract investment in initiatives that
drive sustainability, productivity and profitability.

Since 1990, the government has implemented grants to establish Cooperative Research Centres (CRCs)
and provide funding for medium to long-term, industry-led research collaborations. The CRC programme
links researchers with industry and government and focuses on research applications. Some of the current
active CRCs have an agriculture focus, including:

e The Future Food Systems CRC, which partners leading Australian universities with industry and
government bodies to deliver impactful research in the future food systems domain. Its mission is
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to develop smart, sustainable, resilient food systems that capitalise on value added and shore up
food security.

e The Food Agility CRC aims to broker, design and deliver innovation programmes for the agri-food
industry, ensuring maximum impact for investment. They specialise in using data and digital
technology to increase profits and improve sustainability.

e The CRC for High Performance Soils aims to give farmers the knowledge and tools they need to
make decisions on extremely complex soil management issues.

e The CRC for Zero Net Emissions from Agriculture aims to further develop and scale up
technologies to reduce methane emissions from grazing cattle and sheep, and to improve crop
quality and production.

To support the development of technologies to deliver low-emission feed supplements to grazing animals
and other solutions to reduce methane emissions from grazing livestock, AUD 29 million (USD 19 million)
has been committed under the Methane Emissions Reduction in Livestock (MERIL) programme. For
example, part of the budget is spent on research into the abatement potential and productivity benefits of
low-emitting livestock supplements and forages.

A R&D corporation, AgriFutures, is working with education providers and industry on a National Food and
Fibre Education Strategy. This strategy is aimed at fostering an interest in food and fibre industries amongst
school students from an early age.’

Several research projects aim at improving soil carbon estimation technologies and models. This will help
farmers eventually to increase productivity, store more carbon in the ground and reduce greenhouse gas
emissions.

Programme implementation

To support farmers to adopt more sustainable agriculture practices and build resilience to climate change,
more than AUD 60 million (USD 40 million) annually is being invested through the Climate-Smart
Agriculture Programme between 2024-28. It aims at driving agricultural growth, competitiveness and
sustainability by adopting sustainable natural resource management (NRM) practices that improve soil
health and protect natural capital.

Several programmes foster innovation to tackle the negative impacts of droughts through innovation hubs,
information sharing and knowledge management. The Drought Resilience Innovation Grants Programme,
established in 2020, supports projects at different stages to test and drive the development and adoption
of new and innovative technologies and practices to improve preparedness and drought resilience of
Australian farmers and agriculture-dependent communities.

Recent policy developments

Domestic policy developments in 2023-24

Biosecurity funding has increased and is being sustained from 2023-24 onwards. The budget increases
by a total of AUD 1.03 billion (USD 0.68 billion) and is divided over the next four years. From 2027/28,
there will be a permanent annual budget of AUD 267 million (USD 177 million). This is the first permanent
budget on biosecurity in Australia’s history, as before the budget was determined on an annual basis.
The funding maintains operational and technical functions and biosecurity policies.

AUD 56 million (USD 37 million) in new soil measures were announced in the 2023-24 Budget to support
the National Soil Action Plan 2023 to 2028: AUD 20 million (USD 13 million) for bilateral partnership
agreements with the states and territories to deliver locally appropriate soil-related activities that provide
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clear progress against the four priority actions of the National Soil Action Plan 2023 to 2028; AUD 36 million
(USD 24 million) under the Natural Heritage Trust Climate Smart Agriculture Program to implement a
national soil monitoring programme, continue development of the Australian National Soil Information
System, and continue support for the Regional Soil Coordinators and Soil Extension Community of
Practice.

The Australian Animal Welfare Strategy, which expired in 2014, was renewed in 2023 with an annual
budget of AUD 1.25 million (USD 0.83 million) over four years. The aim is to help to achieve stakeholder
co-ordination, to address community and international expectations and to maintain animal welfare
practices in line with the scientific evidence.

Policies to mitigate emissions from agriculture

The 2023-2024 MYEFO provided a further AUD 2.5 million (USD 1.7 million) p.a. over two years from
2023-24 to develop the Agriculture and Land Sectoral Plan to address key issues for agriculture as part
of the economy-wide transition to net zero emissions. This will help governments, industry and
communities to plan for the future and mitigate emissions from the land use sector.

A new legislation from June 2023 grants tax concessions for income received from carbon farming.
Eligible primary producers will be able to ascribe the proceeds of the sale of Australian Carbon Credit Units
(ACCUs) as primary production income and could thereby benefit from favourable tax conditions.

Policies to facilitate climate change adaptation in agriculture

The Nature Repair Act will allow parties that are interested in supporting improvements in native
biodiversity to partner with landholders and invest in projects designed to achieve specific outcomes. The
act is designed to allow multiple projects to occur on the same project site/area, so that project operators
and landholders can deliver a range of benefits including adaptation to climate change, generation of
carbon credits, and improvements in local biodiversity. Successful projects will be awarded a certificate
which could be traded to other parties who wish to support long term conservation and improvement of
nature and associated ecosystem services.

Starting from 2023-24, ABARES will receive AUD 38.3 million (USD 25.7 million) for four years, followed
by AUD 7.6 million (USD 5 million) per year from 2027-28 onwards to enhance its capabilities in
supporting productivity and profitability. As part of this budget, AUD 16.1 million (USD 10.7 million) will
be allocated towards improving regional data sources to better respond to climate-related risks, biosecurity
incursions, and natural disasters. AUD 9.4 million (USD 6.2 million) is foreseen to gather information on
the adoption of low emission technologies and practices by farmers. The remaining AUD 12.8 million
(USD 8.5 million) has been earmarked for impact assessments of both domestic and international emission
policies on Australian farmers.

Trade policy developments in 2023-24

Australia’s trade policy seeks further market opening through multilateral, bilateral and regional trade
agreements (DFAT, 20234). Recent developments were mainly related to progress in trade agreements,
export promotion and strengthening biosecurity.

Under the title “securing the future of agricultural trade” AUD 34.8 million (USD 23 million) is annually
invested over three years from 2023 onwards to help agriculture navigate through a changing trade
landscape. The programme seeks to avoid trade disruptions of agricultural goods. A major part of the
funding is used to ensure that the regulatory frameworks of trading partners are met. A smaller portion of
the budget (AUD 2.9 million - USD 1.9 million) is invested per year to secure an ongoing export of live
cattle to Indonesia and Malaysia which had been suspended in 2023 due to animal diseases in Australia.
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Starting in 2023, the Fresh and Secure Trade Alliance (FASTA) programme provides AUD 16.3 million
(USD 10.8 million) annually to support Australia’s horticultural exports through investments in biosecurity
and pest management. The programme unites state governments and several universities and will span
over eight years.

To respond to community expectation in relation to sheep welfare the government has established an
independent panel to advise on phasing out live sheep export by sea from Australia. The panel provides
advice to government to develop an orderly phase-out plan that considers the needs of affected individuals,
businesses and local communities and which identifies opportunities for future growth in the domestic
sheep industry. The initiative will be supported with AUD 2.8 million (USD 1.9 million) per year over a two-
year period.

In December 2023 Australia and the United Arab Emirates started negotiations on a Comprehensive
Economic Partnership Agreement (CEPA). This would be Australia’s first bilateral trade agreement with a
country from the Middle East. The Department of Foreign Affairs has initiated a consultation process with
interested stakeholders about existing tariff and non-tariff barriers that should be addressed by the
agreement.

A 10-year National Agricultural Traceability Strategy 2023 to 2033 published in 2023 and its first five-year
implementation plan aim to enhance current traceability systems by making them further connected,
aligned and interoperable along domestic agricultural supply chains. This will ensure they remain fit for
purpose, efficient and dynamic, and accelerate exports and strengthen responses to biosecurity and food
safety. This national approach will also support emerging ESG reporting requirements and protect cultural
intellectual property. The national strategy has a particular focus on agricultural commodities and products
(including First Nations Australians’ products), live production animals and biosecurity emergency
response, while being highly relevant to broader product movements.

Policy context

Key economic and agricultural statistics

Australia is the world’s 19" largest economy in purchasing power parity (PPP) terms and the sixth largest
country by land area, accounting for 12% of all agricultural land in the 54 countries included in this report,
but only 0.5% of the total population of these countries. The country’s GDP per capita is more than twice
the average of the countries covered in this report (Table 4.2). Agriculture represents a small share of the
economy, accounting for just 3.8% of GDP and 2.2% of total employment in 2021. Australia is an important
producer of agricultural commaodities. In 2021, the country ranked as the world’s second-largest producer
of sheep meat and wool, the seventh-largest producer of beef, and is also among the world’s top-ten
producers of wheat, barley, oats, rapeseed and sugar cane.

After 28 years of uninterrupted GDP growth, economic growth became negative in 2020 as the COVID-19
pandemic hit. After a sharp contraction, real GDP growth rebounded quickly and has been strong at 1.9%
in 2023, while the unemployment rate has fallen from 6.5% in 2020 to 3.7% in 2023 (Figure 4.3). Inflation
decreased to 5.6% in 2023, after it reached its highest level in more than three decades in 2022 with 6.6%.
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Table 4.2. Australia: Contextual indicators

Australia International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries

GDP (billion USD in PPPs) 539 1805 1.3% 1.3%
Population (million) 19 26 0.4% 0.5%
Land area (thousand km2) 7682 7692 9.4% 9.3%
Agricultural area (AA) (thousand ha) 455 469 363 519 15.2% 12.5%

All countries’
Population density (inhabitants/km2) 2 3 52 64
GDP per capita (USD in PPPs) 28333 69419 9363 25965
Trade as % of GDP 16.5 20.2 12.3 16.6

Agriculture in the economy All countries’
Agriculture in GDP (%) 3.8 25 29 3.8
Agriculture share in employment (%) 4.8 22 - -
Agro-food exports (% of total exports) 231 124 6.4 8.0
Agro-food imports (% of total imports) 43 5.9 5.8 6.9

Characteristics of the agricultural sector All countries’
Crop in total agricultural production (%) 55 62 - -
Livestock in total agricultural production (%) 45 38 - -
Share of arable land in AA (%) 5 9 32 34

Note: *or closest available year.

1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAO database and national
data.

Figure 4.3. Australia: Main economic indicators, 2000 to 2023
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Australia is a net exporter of agricultural products. Around 70% of the value of agricultural production is
exported, and the country is a major exporter of wheat, barley, cattle, beef, sheep meat, dairy, wool,
rapeseed, fruit and nuts and pulses. Primary goods for final consumption and further processing make up
41% of the country’s agro-food exports. Approximately three-quarters of Australia’s agro-food imports go
to domestic final consumption and the remaining share (26%) is destined for the processing industry
(Figure 4.4).

Over the 2012-21 period, agricultural output declined by 0.4% per year, compared to a 1.9% per year
increase globally (Figure 4.5). This was partly due to a decline in total factor productivity (TFP), which fell
by -0.7% per year (compared with the global average of 1.1% growth). Primary factor growth also declined
at -0.02% per year, driven by a decline in the agricultural land area. These declines were partly offset by
an intensification of intermediate input use, which grew at 0.3% per year.

Agriculture accounted for 14.9% of Australia’s GHG emissions in 2021-22 and can play an important role
in helping the country to achieve its economy-wide target of net-zero emissions by 2050 (Table 4.3).
Agriculture’s contribution to GHG emissions has declined over the past two decades but remains above
the OECD level. The share of agriculture in total energy use has increased slightly since 2000 and was
above the OECD average in 2022, despite the small share of the sector in the economy.

Compared to the OECD area, agriculture accounts for a relatively high share of total water abstractions.
While aggregate national indicators suggest that water stress is less of a problem than in many OECD
countries, water availability and competition for natural resources with other sectors remains a significant
constraint that is likely to be exacerbated by climate change. Estimates also indicate a relatively low
nitrogen surplus balance and point to a low phosphorous balance.

Figure 4.4. Australia: Agro-food trade
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Composition of agro-food trade, 2022 (Percentage)
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Note: Numbers may not add up to 100 due to rounding.
Source: UN Comtrade Database.

Figure 4.5. Australia: Composition of agricultural output growth, 2012-21
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Source: USDA Economic Research Service Agricultural Productivity database.
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Table 4.3. Australia: Productivity and environmental indicators

Australia International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 1.3% 0.7% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 20.6 17.8 32.1 28.2
Phosphorus balance, kg/ha 1.3 0.9 3.3 2.3
Agriculture share of total energy use (%) 2.3 34 1.7 20
Agriculture share of GHG emissions (%) 17.7 14.9 8.7 10.1
Share of irrigated land in AA (%) 05 05 - -
Share of agriculture in water abstractions (%)’ 67.7 67.0 47.0 49.5
Water stress indicator 4.5 3.3 8.7

Note: * or closest available year.
1. Data are not comparable between time periods, 2020 data from (Australian Bureau of Meteorology, 2021).
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.

Historical trends in agricultural policies

Before the 1980s, Australian agriculture was supported by a range of measures designed to maintain and
stabilise farm income, and to provide farmers with support to offset the perceived disadvantages of
remoteness. In 1980, Australia had 65 statutory marketing boards that used border protection through
tariffs and import controls to divide domestic and international markets, and set higher prices in domestic
markets (Table 4.4). Price stabilisation schemes assisted export industries such as wheat, manufactured
dairy products, sugar, and dried vine fruit. Other policy measures included fertiliser subsidies, income tax
incentives, rural credit, subsidies for agricultural research and extension, and public investment in land and
water development and rural infrastructure.

Australia’s agricultural policy evolved significantly starting in the mid-1980s. Competition policy reforms in
the 1980s and 1990s led to dismantling marketing boards and the removal of policies that distort
agricultural production and trade. The National Drought Policy introduced in 1992 formalised the transfer
of drought risk management to farmers and repurposed government support towards resilience-
strengthening activities. Open trade and anti-dumping legislation ensured competitive markets across the
whole economy, reducing the need for sector-specific measures. Price stabilisation policies were relaxed,
with price and output controls removed and centralised marketing schemes gradually dismantled (Gray,
Oss-Emer and Sheng, 20145). Tariffs were reduced. Floating exchange rates and trade liberalisation
reduced price volatility in agricultural commodities.

In Australia, total support to the sector is composed of general services and budgetary payments to
producers. Market price support was progressively phased out during the 1990s, and support to producers
(PSE) is now among the lowest in the OECD. Producer support is mostly delivered through payments
based on inputs and payments not requiring production.
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Table 4.4. Australia: Agricultural policy trends

Period Broader framework Changes in agricultural policies
Prior to 1980s Closed economy (interventionist agricultural ~ High tariffs
policy) Production quotas
Price controls

Tariff protection and import controls carried out by 65 statutory commodity
marketing boards
1980-Present Reforms and trade liberalisation Floating exchange rates
Removal of agricultural price and output controls
Gradual dismantling of Statutory marketing authorities
Reduction of agricultural tariffs on both outputs and inputs
Sanitary and phytosanitary (SPS) measures strengthened

Figure 4.6. Australia: Development of the PSE and its composition, 1986 to 2023
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Payments not requiring production include Payments based on non-current A/An/R/I (production not required) and Payment based on non-
commodity criteria. Other payments include Payments based on non-current A/An/R/I (production required) and Miscellaneous payments.
Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Notes

' Examples include the Smart Farms programme and Smart Farming Partnerships under the second phase
of the National Landcare Program 2019-23 (https://www.awe.gov.au/agriculture-land/farm-food-
drought/natural-resources/landcare/national-landcare-program/australian-government-investment-in-
landcare) and the Agriculture Biodiversity Stewardship Package
(https://www.agriculture.gov.au/about/reporting/budget/sustaining-future-australian-farming).

2 Depending on the scale of the disaster, a range of assistance can be made available to primary producers
impacted by natural disasters. For example, in the 2019-20 Black Summer Bushfires and 2022 NSW and
Queensland floods, primary producers were eligible for AUD 75 000 (USD 56 300) clean up grants,
concessional loans along with continued access to the Farm Household Allowance.

3 These are agreements with New Zealand (ANZCERTA 1983), Singapore (SAFTA 2003), Thailand
(TAFTA 2005), the United States (AUSFTA 2005), Chile (ACI-FTA 2009), the ASEAN-Australia-New
Zealand Free Trade Area (AANZFTA 2010), Malaysia (MAFTA 2013), Korea (KAFTA 2014), Japan
(JAEPA 2015), the People’s Republic of China (ChAFTA 2015), the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP 2018), Hong Kong, China (A-HKFTA 2020), Peru
(PAFTA 2020), Indonesia-Australia Comprehensive Economic Partnership Agreement (IA-CEPA 2020),
the Pacific Agreement on Closer Economic Relations (PACER Plus 2020), the Regional Comprehensive
Economic Partnership Agreement (RCEP 2022), the Australia-India Economic Co-operation and Trade
Agreement (ECTA 2022) and the United Kingdom (A-UKFTA 2023).
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s Brazil

Main findings

Support to agriculture

Brazilian agriculture has low levels of support and protection. The Producer Support Estimate (PSE) fell
from 7.6% of gross farm receipts in 2000-02 to 3.3% in 2021-23. PSE has been relatively low over the past
decade, not surpassing 5% and below the average of the 54 countries covered in this report (9%).
Domestic prices align with international markets almost fully, with a ratio of producer to border price
(Nominal Protection Coefficient, NPC) of 1.02. Average Market Price Support (MPS) is relatively small, but
still accounted for more than 60% of PSE. The highest rates of positive Single Commodity Transfer (SCT)
are seen for cotton, maize, and wheat.

Budgetary support to producers is provided through input payments, in particular credit at preferential rates
and crop insurance. Concessional credit is available for farm marketing, working capital, and fixed capital
investment. Since the late-2000s, all support based on input use, mainly credit and insurance, is conditional
on environmental criteria and specific farming practices.

Expenditures to general services (General Service Support Estimate, GSSE) amounted to 0.8% of the
country’s agricultural value of production in 2021-23, down from 3.5% in 2000-02. More than 90% of that
support goes to agricultural research and development (R&D), technology transfer, and extension services,
with the rest used for inspection and control and infrastructure. Expenditures on R&D and extension
services are equivalent to 0.7% relative to the agricultural value of production, which is above the average
of the 54 countries covered in this report (0.5%). The Total Support Estimate (TSE) declined from 0.7% of
Gross Domestic Product (GDP) in 2000-02 to 0.5% in 2021-23.

Key recent policy changes

The Harvest Plan of 2023/24 increased the total credit allocation for the 2023/24 harvest by 27% to
BRL 364.2 billion (USD 73.6 billion) from the previous Harvest Plan. Credit destined to smallholders,
traditional agriculture, and family agriculture was also increased by more than 35% from the previous plan.
BRL 1.1 billion (USD 215 million) was allocated to rural insurance subsidies (PSR). This subsidy covers
approximately 7.3 million ha equivalent to 3.1% of total agricultural land.

The government allocated BRL 1 billion (USD 200 million) to the Minimum Price Policy (PGPM/CONAB)
for the 2023/24 harvest, covering 27 products including main grains for the domestic market. The
government allocated BRL 1 billion (USD 200 million) in 2023 to this programme, which includes both
government purchases of these products and deficiency payments.

Rural credit was made conditional on the adoption of sustainable agricultural practices, with focus on the
recovery and conversion of degraded pastures; after the publication, in 2023, of the National Program for
Conversion of Degraded Pastures into Sustainable Agricultural and Forestry Production Systems
(PNCPD), which aims to convert 40 million ha of degraded land into arable land over ten years. A new
system to reward producers committed to sustainability was created in April 2023, producers registered

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024



138 |

under the Rural Environmental Registry (CAR) and analysed by the environmental authority, benefit from
an additional reduction of interest rates of 0.5 percentage points. These producers also benefit from a
further reduction of 0.5 percentage points by adopting selected sustainable agricultural production
practices. In 2021, the Rural Product Certificate (CPR Verde) was created, a bond of mandatory
registration authorised by the Central Bank. The bond is a promise of future delivery of agricultural products
subject to sustainable and conservation practices, which works as a bond for environmental services.

Assessment and recommendations

e Brazil’'s main strategic approach to promoting sustainable productivity growth relies on fostering
the adoption of technologies adapted to Brazilian landscapes and biomes. The agricultural R&D
and innovation system led by EMBRAPA develops plant and animal genetics, as well as production
systems that have helped the country to produce more sustainably. More needs to be done to
promote sustainability practices for all types and sizes of farms, including continued efforts to limit
potentially illegal land clearing for agriculture. The enforcement of the Forest Code needs to be
strengthened to build on recent progress to fully halt illegal deforestation.

e Credit at preferential interest rates is a key part of agricultural support in Brazil. This system could
be improved by reducing the share of concessional loans for working capital to commercial farms
and by simplified regulations and procedures could make it easier for small and medium size farms
to access credit.

e Credit programmes that provide incentives for sustainable agriculture could be expanded to reach
more farmers to accelerate the transition to an environmentally sustainable sector. These
programmes should have robust measurement and verification mechanisms. A larger share of
supported credit should be for technological packages that focus on innovation, modernisation,
climate-change mitigation and adaptation, and on productivity. Furthermore, subsidised agricultural
insurance schemes should be evaluated to determine their efficacy and impacts, while ensuring
that they do not crowd out private insurance initiatives.

e Agricultural credit and insurance programmes provided under environmental criteria and zoning
rules (ZARC), should continue being assessed with respect to outcomes such as targets related to
deforestation and GHG emissions. Moreover, the impact of environmental conditionality set by the
Environmental Rural Registry (CAR), the ZARC, and the Forest Code, should remain the basis for
improving policy design, along with specific programmes such as the RenovAgro (former ABC+)
and initiatives against deforestation.

e GSSE support is mostly invested in R&D, technology transfers, and extension services. But these
public outlays represent less than 1% of the value of agricultural production. It is important to
increase Brazil's research and extension capacity to match sector growth, notably through
EMBRAPA by focusing on sustainable productivity growth. Additionally, technology transfer and
adoption are lower for small-scale farms, policies need to increase the diffusion and creation of
innovation networks for medium- and small-scale farmers in all regions of the country and for all
production systems, from cereals and agro-industrial product to fruits and vegetables, to livestock
and agroforestry, etc.

e The Brazilian Agricultural Policy for Climate Adaptation and Low Carbon Emission (ABC+Plan),
has the national sectorial strategy to adapt the sector to climate change. However, the
implementation of tailored adaptation practices needs to be monitored and evaluated to ensure
progress in the sustainable transformation of production systems.
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Figure 5.1. Brazil: Development of support to agriculture
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Figure 5.1C. Brazil: General Services Support Estimate and
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Figure 5.1B. Brazil: Ratio of producer to border price
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Figure 5.2. Brazil: Drivers of the change in PSE, 2022 to 2023
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Note: % change of nominal Producer Support Estimate expressed in national currency.
Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-explorer.oecd.org/.

Figure 5.3. Brazil: Commodity-specific transfers (SCT), 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Table 5.1. Brazil: Estimates of support to agriculture

Million USD
2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 35538 220 589 209079 219130 233 559
of which: share of MPS commodities (%) 7753 89.25 90.42 89.50 87.84
Total value of consumption (at farm gate) 34 563 134 353 121197 135816 146 047
Producer Support Estimate (PSE) 2869 7431 6830 8096 7365
Support based on commodity output 1013 4001 4713 4472 2818
Market price support' 973 3982 4712 4468 2765
Positive market price support 1179 4706 6884 4468 2765
Negative market price support -206 724 -2172 0 0
Payments based on output 40 19 1 4 53
Payments based on input use 1856 3377 2071 3577 4483
Based on variable input use 825 1969 950 2073 2884
with input constraints 0 1969 950 2073 2884
Based on fixed capital formation 955 1388 1102 1483 1579
with input constraints 0 1388 1102 1483 1579
Based on on-farm services 76 21 20 21 21
with input constraints 0 0 0 0 0
Payments based on current A/An/R/I, production required 0 52 46 48 64
Based on Receipts / Income 0 52 46 48 64
Based on Area planted / Animal numbers 0 0 0 0 0
with input constraints 0 0 0 0 0
Payments based on non-current A/An/R/I, production required 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 0 0 0 0 0
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 0 0 0 0 0
Based on long-term resource retirement 0 0 0 0 0
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0
Miscellaneous payments 0 0 0 0 0
Percentage PSE (%) 7.56 3.32 3.23 3.63 3.09
Producer NPC (coeff.) 1.03 1.02 1.04 1.02 1.01
Producer NAC (coeff.) 1.08 1.03 1.03 1.04 1.03
General Services Support Estimate (GSSE) 1242 1556 1416 1509 1742
Agricultural knowledge and innovation system 663 1457 1318 1406 1646
Inspection and control 51 18 17 18 18
Development and maintenance of infrastructure 47 46 44 46 48
Marketing and promotion 5 3 3 4 3
Cost of public stockholding 53 32 34 36 26
Miscellaneous 0 0 0 0 0
Percentage GSSE (% of TSE) 29.78 15.85 15.70 14.49 17.48
Consumer Support Estimate (CSE) -1176 -1216 -1825 -1841 18
Transfers to producers from consumers -1175 -3025 -5 468 -2510 -1098
Other transfers from consumers 217 -94 -60 -140 -82
Transfers to consumers from taxpayers 31 814 775 809 860
Excess feed cost 245 1088 2928 0 337
Percentage CSE (%) -3.34 0.93 -1.52 -1.36 0.01
Consumer NPC (coeff.) 1.04 1.02 1.05 1.02 1.01
Consumer NAC (coeff.) 1.03 1.01 1.02 1.01 1.00
Total Support Estimate (TSE) 4142 9801 9021 10 415 9967
Transfers from consumers 1452 3119 5528 2650 1179
Transfers from taxpayers 2967 6776 3553 7904 8 869
Budget revenues 277 -94 -60 -140 -82
Percentage TSE (% of GDP) 0.72 0.52 0.55 0.54 0.47
Total Budgetary Support Estimate (TBSE) 3169 5819 4309 5946 7202
Percentage TBSE (% of GDP) 0.55 0.31 0.26 0.31 0.34
GDP deflator (2000-02 = 100) 100 467 437 473 491
Exchange rate (national currency per USD) 2.37 5.18 5.39 5.16 5.00

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I; Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Brazil are: wheat, maize, rice, soybean, sugar, milk,
beef and veal, pig meat, poultry, cotton, coffee.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

The annual Agricultural and Livestock Plan (better known as the Harvest Plan), administered by the
Ministry of Agriculture and Livestock (MAPA), defines the key parameters of the agricultural policy (MAPA,
2023p13). The plan defines the allocation of resources through credit lines and their respective interest rates.
In addition, family farming is managed by the Ministry of Rural Development and Family Farming (MDA).
Brazilian agricultural policy has been stable over the past decade, with a focus on:

e rural credit (since the 1960s)
e risk management programmes including subsidised insurance programmes (since 2005)

e limited use of minimum and reference prices and marketing interventions (e.g. government
purchases of food)

e agricultural land zoning with environmental compliance
e promotion of biofuels.

Brazil’s innovation system is a key part of its agricultural policy. Services related to innovation and R&D
are provided by the Brazilian Agricultural Research Corporation (EMBRAPA), created in 1973. Extension
services are provided by National Agency for Technical Assistance and Rural Extension (ANATER) that
has agencies in each state.

Price support is low overall, but minimum guaranteed prices are used in some regions of the country.
These cover a broad range of crops and a few livestock products such as milk and honey. Minimum prices
are set by the National Monetary Council (CMN) based on domestic and international prices and the
evolution of production costs in different parts of the country. These are implemented through premiums
to commercial buyers who pay minimum fixed prices to producers and public and private options contracts
backed by a private risk premium option, among other methods. In addition, producers receive
concessional marketing loans at reduced interest rates, which let them time sales for when market prices
are higher. The National Food Supply Company (CONAB) operates these programmes on behalf of MAPA.
Several programmes offer deficiency payments calculated as the difference between the market price and
the minimum (reference) price (e.g. the Rural Equity Prize programme called PEPRO, and the Product
Reward Prize programme known as PEP).

Credit at preferential interest rates is jointly administered between the Central Bank, the Treasury, the
Secretariat of Economic Policy (Ministry of Finance) and the MAPA. Most rural credit is allocated under
the National Rural Credit System (SNCR) and provided at preferential interest rates with differentiated
conditions for family farmers (PRONAF), small and medium size farmers (PRONAMP) and commercial
farms. The main sources of preferential rural credit are “compulsory resources” or lending quotas for
commercial banks equivalent to around 25% of deposits and 59% of Rural Saving deposits, Constitutional
Funds, and loans from the National Bank for Economic and Social Development (BNDES).

Short term credit is provided for commercialisation and working capital and long-term credit for investments
on fixed capital formation. Long-term credit is provided through the Programme RenovAgro (former ABC+)
used on investments on adaptation and mitigation, Moderfrota used for machinery and equipment, the
PRONAF and PRONAMP with their investment component, and Inovagro, Moderagro, Proirriga, etc.
Additional sources of rural credit are the Coffee Fund (FUNCAFE) and the Agribusiness Credit Notes
(LCAs).

Created by Law 8929/1994, in 2023 Brazil created the Rural Product Certificate (CPR Verde), a bond of
mandatory registration authorised by the Central Bank. The bond is a promise of future delivery of
agricultural products subject to sustainable and conservation practices, which works as a market
alternative for environmental services. The CPR is one of the most important instruments for rural financing
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in Brazil, and by the end of 2023 BRL 298 billion (USD 60 billion) of CPRs were delivered in the stock
market (MAPA, 20242).

The rural insurance premium programme (PSR) provides subsidised insurance to a diverse range of
producers including commercial producers who establish contracts with insurance companies listed by the
government. The general agriculture insurance programme (PROAGRO) offers farmers partial
compensation for investment losses on working capital loans. Small-scale family farms can benefit from
the PROAGRO-Mais, the family farming insurance (SEAF), as well as, in the north-east of the country, the
crop guarantee programme (Garantia Safra, GS). Both the rural credit and insurance programmes must
comply with environmental criteria defined by the Environmental Rural Registry (CAR). Credit for working
capital is conditional on zones of climatic risks (Agricultural Risk Zoning, ZARC), which links agricultural
support to farming practices and activities adapted for the environmental sustainability of each
geographical zone. Compliance with zoning is also required to access both PRS and PROAGRO
programmes. Rural environmental registration of geo-referenced information on rural property, including
property perimeters, location of Permanent Preservation Areas, Legal Reserves, Restricted Use Areas,
and areas of agricultural production is compulsory across the country since 2012.

Innovation for sustainable productivity growth

Strategic planning

Brazil’'s main strategic approach to promoting sustainable productivity growth is by fostering adoption of
modern technologies adapted to Brazilian landscapes and biomes, mostly developed within the country
itself. Sustainable productivity growth is seen as resulting from sustainable intensification defined as
producing more with the same area of land, while reducing negative environmental impacts and increasing
contributions to natural capital and environmental services." The strategy is structured around three
concepts (MAPA, 2023}1)):

e Integrated Landscape Approach (ILA), focusing on increasing the resilience of agricultural
production systems

e Synergy between GHG mitigation and adaptation

e Adoption and maintenance of Sustainable Production Systems, Practices, Products and Processes
(SPSasc).

Research and innovation

In terms of ILA, a major strategy of innovation for sustainable productivity has been R&D to develop high-
yielding crops or livestock, conducted by EMBRAPA and disseminated by public and private entities.
Several laws were promulgated since the 1980s that led to institutional frameworks for R&D investments
and the generation of new technologies such as genetically engineered crops together with strategies to
develop markets. Research on traditional plant breeding has also contributed significantly to the expansion
and sustainability of agriculture in Brazil over the years. Through different breeding methods, high-
performance varieties were produced that improved productivity, yields, resistance to pathogens, tolerance
to abiotic stresses and better adaptation to the climatic conditions of each region of the country.

Moreover, genetic engineering methods have been used to develop agronomic traits that are not easily
obtained using conventional methods, such as resistance to herbicides and insect pests. The use of
transgenic approaches in major crops contributed significantly to integrated pest management. In addition
to transgenic technologies, genome editing has become more prominent, developing new traits of
agronomic interest through gene knockdown. Research carried out by EMBRAPA also led to improved
farm management practices for major crops like soybeans, such as planting windows for each region based
on climatic conditions and irrigation management. These production methods allowed for two harvests per
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agricultural year in certain regions, as well as balanced fertilisation and livestock-forest integration (MAPA,
20242).

Programme implementation

The ABC+Plan fosters sustainable agricultural production systems through an integrated landscape
management approach. It also aims to increase productivity and farm income while favouring climate
change adaptation and mitigation. The ABC+Plan, which follows the ABC plan (2010-20), involves rural
credit, developing and disseminating new technologies among producers (MAPA, 20242). This includes
the promotion of several technologies developed by EMBRAPA that decrease total GHG emissions in the
Brazilian soybean production system, such as no-tillage system, biological nitrogen fixation, crop-livestock-
forest integration, biological inputs, in partial or total, substitution to chemical inputs, and integrated pests,
diseases, and weeds management.

Well known examples of the Brazilian agriculture R&D have been the developments of tropical wheat,
soybeans, and maize production systems. Sustainable productivity growth is also manifest in the
implementation of the Sustainable Production Systems, Practices, Products and Processes (SPSABC),
which is supported by the ABC+Plan. These production systems have been adopted across the country,
and form part of the adaptation and low carbon emissions measures of the RenovAgro Programme of rural
credit.

Precision farming technology is promoted through the National Policy for Incentives on Precision
Agriculture and Livestock (Law No. 14 475). The law aims to increase efficiency in the application of inputs,
to reduce waste, reduce production costs and increase productivity, as well as ensure environmental,
social, and economic sustainability. To support this approach, most rural credit lines finance precision
farming equipment. Public investment on infrastructure, particularly digitalisation is a limiting factor as not
all rural areas have broadband connectivity.

The National Bio-inputs Programme (NBP) reduces environmentally harmful inputs by promoting bio-inputs
and reduced use of pesticides. The NBP, implemented by the Decree (10 375) within the scope of the
Ministry of Agriculture, is structured around five action areas:

e products for controlling pests and diseases in plants

o solil fertility, plant nutrition and tolerance to adverse environmental conditions products
e plant and animal genetics, including reproduction

e veterinary products; animal feed; aquaculture products

e post-harvest and processing products of animal and plant origin.

The adoption of bio-inputs and their incorporation into production systems has increased considerably
each year, reducing the use of agrochemicals. A widely used practice in the country is integrated pest
management (IPM), a group of different technologies used for pest control under agro-ecosystem
sustainability. One of the pillars of IPM is integrating control methods such as plant resistance, chemical
control (seeking to apply the product to the target and reduce selection pressure) and biological control,
conserving the pests’ natural enemies. IPM aims to reduce economic losses from pest attacks, monitor
pests and carry out controls only when populations reach the action levels recommended by research.

In 2023, Brazil adopted the Amazon Agricultural Development Plan (2023) that aims to converge public
agricultural policies and territorial planning, through regularisation of land ownership, environmental
adaptation, re-organisation of agricultural value chains, reduction of deforestation in the Amazon biome
and by providing conditional credit to environmental conservation practices. The Permanent Inter-
Ministerial Commission for the Prevention and Control of Deforestation was also reinstituted in 2023 and
renewed the Action Plan for the Prevention and Control of Deforestation in the Legal Amazon (PPCDAm)
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and the Action Plan for the Prevention and Control of Deforestation and Queimadas no Cerrado
(PPCerrado) (MAPA, 20242).

The two plans propose a set of activities to be implemented to reduce the loss of native vegetation and
achieve zero deforestation by 2030. The National Programme for Conversion of Degraded Pastures into
Sustainable Agricultural and Forestry Production Systems has the goal to convert 40 million ha of
degraded land into arable land over 10 years by developing a production traceability process on
sustainability practices. The Rural Product Certificate (CPR Verde), which is a bond to monetise
environmental preservation and emissions reduction, offers payments for environmental services.

Recent policy developments

Domestic policy developments in 2023-24

The Ministry of Agriculture has developed its annual 2023/24 Harvest Plan that defines the financial
resources and guidelines for Brazil's main policy instruments such as rural credit, agricultural insurance,
commercialisation support, zoning programme, minimum and reference prices and biofuels. Budgets were
allocated as follows.

e The total credit allocation for commercial agriculture for the 2023/24 harvest was increased by 27%
to BRL 364.2 billion (USD 73.6 billion). Working capital and commercialisation credit represent
75% of the total credit, the remaining 25% is directed to investment. Of this credit for commercial
agriculture, medium-size producers receive 17% or BRL 61.14 billion (USD 12.22 billion) through
the PRONAMP programme. Preferential interest rates were established at between 7% and 12.5%
depending on the type of credit provided to farmers.

e Credit destined to smallholders, traditional agriculture, and family agriculture was set at
BRL 77.7 billion (USD 15.6 billion), an increase of more than 35% from the previous period. This
credit is implemented by PRONAF. Preferential interest rates vary from 0.5% to 6% depending on
the type of credit given to farmers.

e Expenditures on rural insurance subsidies (PSR) is BRL 1.1 billion (USD 215 million). This subsidy
covers approximately 7.3 million ha (3.1% of total agricultural land), benefiting more than
78 000 producers, and resulting in a total insurance coverage of BRL 43.9 billion (USD 8.5 billion).

e The Minimum Price Policy (PGPM/CONAB) for the 2023/24 harvest identifies 27 products including
main grains for the domestic market. The government allocated BRL 1 billion (USD 200 million) in
2023 to this programme, which includes both government purchases of these products and
deficiency payments.

The Harvest Plan of 2023/24 emphasises rural credit to consolidate and expand the adoption of sustainable
agricultural practices, with greater focus on the recovery and conversion of degraded pastures under the
financing branch of the ABC+ programme (renamed to RenovAgro) by reducing interest rates even further.
This measure is expected to increase the availability of arable land, productivity and decrease the
pressures to expand agriculture into new areas (MAPA, 20231)).

A new system to reward producers committed to sustainability was created in April 2023. Under this
programme, producers already registered under the Rural Environmental Registry (CAR) and validated by
the environmental agency benefit from an additional reduction of interest rates of 0.5 percentage points.
These producers also benefit from a further reduction of 0.5 percentage points (making a total of
1 percentage point less). To qualify for the reduction, the producer must meet one of the following criteria:
hold a certification in good agricultural practices recognised by MAPA, possess certification from MAPA's
Integrated Production Programme, be certified for organic production, or have undertaken investments
under the RenovAgro programme within the past five years. As a result of this and other existing
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programmes, by the end of 2023, 43% of total rural credit loans of the Harvest Plan were financing
production systems with sustainable practices.

A new rule document for the Agricultural Risk Zoning (ZARC) was published in October 2023, establishing
a new method for classifying soil, based on water availability. The new method for soil classification
increases the accuracy of water risk estimates. The water availability is now classified in six soil categories
within each production zone. Soybeans and sesame are the first crops to apply the new method.

The country created in December 2023 the National Programme for Conversion of Degraded Pastures into
Sustainable Agricultural and Forestry Production Systems (PNCPD) that aims at converting 40 million ha
of degraded pastures into arable land by developing a production traceability process on sustainability
practices.

Trade policy developments in 2023-24

In 2023, some agricultural tariffs were reduced to curb food price inflation. Import tariffs for non-Mercosur
imports, which had been at 8% for maize and soybeans, 6% for soymeal and 10% for soy oil, were
temporarily reduced to zero until December 2024.

Policy context

Key economic and agricultural statistics

Brazil is the largest country in Latin America in terms of area and population and is one of the 10 biggest
economies of the world. The country has abundant land and water resources and is a major agricultural
producer and exporter. The share of agriculture in Brazil’s GDP increased from 5.5% in 2000 to 6.8% in
2022, while its share in employment decreased from 15.4% to 8.7% during the same period (Table 5.2).
These shares remain higher than in most other countries covered in this report. Agro-food exports have
grown in importance for Brazil, representing 41.8% of its total exports in 2022. Arable land accounts for
24% of Brazilian agricultural land. Brazil is among the world’s leaders in the production of soybeans,
poultry, beef, cotton, corn, and orange juice. Around two-thirds of the total value of agricultural production
are crop products, and one-third livestock products. The main product in Brazilian exports is soybeans in
grain, meal, and oil.
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Brazil International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries

GDP (billion USD in PPPs) 1582 3837 3.9% 2.8%
Population (million) 176 215 4.1% 4.1%
Land area (thousand km2) 8358 8 358 10.2% 10.1%
Agricultural area (AA) (thousand ha) 228 324 239370 7.6% 8.2%

All countries’
Population density (inhabitants/km2) 21 26 52 64
GDP per capita (USD in PPPs) 8995 17 822 9363 25965
Trade as % of GDP 8.8 16.3 12.3 16.6

Agriculture in the economy All countries’
Agriculture in GDP (%) 55 6.8 29 3.8
Agriculture share in employment (%) 15.4 8.7 - -
Agro-food exports (% of total exports) 234 41.8 6.4 8.0
Agro-food imports (% of total imports) 7.2 4.8 5.8 6.9

Characteristics of the agricultural sector All countries’
Crop in total agricultural production (%) 67 68 - -
Livestock in total agricultural production (%) 33 32 - -
Share of arable land in AA (%) 20 24 32 34

Notes: *or closest available year.
1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAO database and national

data.

After a drop related to COVID-19, Brazilian GDP grew moderately at 2.9% in 2022 and 3.04% in 2023
(Figure 5.4). At the same time, unemployment decreased to 7.84% in 2023 from 9.272% in 2022, reaching
levels not seen since 2015. Inflation decreased to reach 4.59% in 2023, from a 9.3% in 2022, mainly

explained by changes in food and energy prices.
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Figure 5.4. Brazil: Main economic indicators, 2000 to 2023
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Sources: OECD statistical databases; World Bank, WDI; and ILO estimates and projections.

Agro-food exports in Brazil have exceeded USD 80 billion per year since 2011, generating an annual agro-
food trade surplus of more than USD 125.88 billion in 2022 (Figure 5.5). Around 56% of Brazilian agro-
food exports are primary products for industry and 21% of processed food for industry for 2022.
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Figure 5.5. Brazil: Agro-food trade
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Source: UN Comtrade Database.

Between 2012 and 2021, Brazilian agricultural production increased at an annual rate of 2.6%, slightly
above the world average (1.89%). Increases in production were driven by intermediate input growth
(1.49%) and Total Factor Productivity (TFP) growth of 1.42% per year, again well above the global average,
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while increased use of intermediary inputs was offset by the declining use of primary factors in agricultural
production (Figure 5.6).

Agriculture accounted for 43% of GHG emissions in 2021, which is below the level observed in 2000, but
still high compared to the OECD average (Table 5.3). The use of energy by the agricultural sector has
increased up to 5.6% of total use in 2021, also above the OECD average. The larger share of the
agricultural sector in the Brazilian economy and the importance of pasture-based livestock contribute to
these outcomes. Even though the agriculture’s share of water abstractions remained high at 61.6%, water
stress is low (0.8). Nutrient surpluses in Brazil have increased since 2000, and phosphorous balance is
higher than the OECD average.

Figure 5.6. Brazil: Composition of agricultural output growth, 2012-21
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Source: USDA Economic Research Service Agricultural Productivity database.
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Table 5.3. Brazil: Productivity and environmental indicators

Brazil International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 2.8% 1.4% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 21.0 28.1 321 28.2
Phosphorus balance, kg/ha 11.8 19.7 33 2.3
Agriculture share of total energy use (%) 4.8 5.4 1.7 20
Agriculture share of GHG emissions (%) 45.3 43.3 8.7 10.1
Share of irrigated land in AA (%) 14 23 - -
Share of agriculture in water abstractions (%) 58.3 61.6 47.0 49.5
Water stress indicator 0.5 0.8 8.7

Notes: * or closest available year.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.

Historical trends in agricultural policies

Before the 1990s, Brazil had a history of government intervention in the agricultural sector. Price
interventions were first introduced in the 1940s amid food security concerns, and starting in the 1950s,
Brazil adopted an import-substitution industrialisation strategy with wide-ranging controls over supply and
prices in the agro-food sector. Prices were both supported for producers and subsidised to consumers.

The National Agency for Food Supplies (SUNAB) regulated distribution of basic foodstuffs and set prices
and profit margins for all levels of the food chain, including low prices for consumers. SUNAB also
controlled agro-food imports and exports. At the producer level, a general price support system existed for
rice, maize, soybeans, beans, cassava, and cotton. Another government agency, the Company for
Production Financing (CFP), carried out direct purchases of these commodities at minimum guaranteed
prices. Marketing boards were created for wheat, sugar, and coffee. They set overall production volumes,
administered marketing quotas, and controlled prices and trade (OECD, 20053; Anderson and Valdes,
20074)).

These policies continued until the late 1980s, when the government undertook a general restructuring of
the economy. Trade was liberalised, state owned enterprises privatised, domestic markets deregulated,
and a customs union established with other South American countries (Mercosur). Agricultural policies
were no exception to this move towards openness and less state intervention. State enterprises related to
agriculture were dismantled or their functions reduced. Agricultural import tariffs were substantially
reduced. Export licensing for primary agricultural products was removed. Brazilian producers faced fewer
controls and obtained freer access to world commodity and input markets (OECD, 2015s)).

Since the mid-2000s, policy has emphasised support to smallholders and setting minimum prices for
staples produced in the poorest regions of the country. Purchases of staple foods to be distributed to poor
populations has been enhanced, and mandatory sugar cane ethanol fuel-blending continue to be imposed.
The National Programme for the Production and Use of Biodiesel was established in 2005 and the blending
of biodiesel with mineral diesel became mandatory in 2008. The blend percentage varies between 6% and
15%. Biodiesel is sold through public auctions, where preference is given to manufacturers that support
family farming. In addition to prioritising the acquisition of raw materials from family farms, technical
assistance by the government is targeted to these farms. Since 2023, the country has emphasised
environmental sustainability measures for the sector, such as adaptation and mitigation to climate change,
as well as reducing deforestation rates (Table 5.4).
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Table 5.4. Brazil: Agricultural policy trends

Period Broader framework Changes in agricultural policies
Prior to 1990s Import substitution Fixed exchange rates
Industrialisation model High agricultural tariffs
Closed economy Production and marketing control of agricultural products (CFP state company)

Minimum agricultural prices for producers (CFP state company)
Subsidised prices of agricultural products for consumers (SUNAB state company)
Creation of the Brazilian Agricultural Research Corporation (EMBRAPA)
Consumption of sugar cane ethanol stimulated through obligatory blending of ethanol with
gasoline
1990-2005 Reforms to trade liberalisation Floating exchange rates
Removal of agricultural price and output controls
Reduction of agricultural tariffs of both outputs and inputs
Dismantling of marketing boards for wheat, sugar and coffee
Dismantling of SUNAB and CFP
WTO agreement and Mercosur signed
Minimum prices of basic products kept but reduced
Subsidised credits (working capital and marketing loans) enhanced as the financial crisis hit
farmers
Liberalisation of the wheat, coffee and sugar sectors
Creation of the Ministry of Rural Development and Family Farming (MDA)
Consumption of sugar cane ethanol was also stimulated by the growth of the flex fuel vehicle
fleet. Flex Fuel cars have represented more than 85% of new vehicle sales in Brazil since
the late 2000s.
Law 8929/1994, creates the Rural Product Certificate (CPR), a bond of mandatory
registration authorised by the Central Bank.

2005-2015 Continuing reforms and Subsidised agricultural credit and insurance subsidies as main agricultural policy, supported
emphasis on sustainability by the Law of agribusiness bonds 11076/2004.
Minimum prices of basic products set for smallholders through government purchases of
staple foods

Sugar cane ethanol ratio policy continues to apply

Government purchases of staples kept in order to provide food to poor populations
Institutionalisation of the National Programme for the Production and Use of Biodiesel.
Current regulations of blending ranged between 6% and 15%.

Law No. 12 114, 2009 - Creates the National Fund on Climate Change.

Law No. 12 187, 2009 - Institutes the National Policy on Climate Change — PNMC. The law
establishes the guidelines for the different national sectors, including agriculture, to
contribute to the commitments to reduce GHG emissions and adapt to climate change.
Decree No. 7 390, 2010 (Art. 3, item IV) established the Sectoral Plan for Mitigation and
Adaptation to Climate Change for the Consolidation of a Low-Carbon Economy (ABC Plan),
a strategy to consolidate mitigation and adaptation actions.

Law 12 651, 2012 (Forest Code) establishes standards for protecting native vegetation in
permanent preservation areas, legal reserves, restricted use, forest exploitation, and related
matters.

Since 2010. Sustainability emphasis on measures for adaptation and mitigation to climate
change in agriculture.

2015-2022 Institutional changes and Incorporation of the structure of the Ministry of Rural Development and Family Farming
continuous emphasis on (MDA) into the into the Ministry of Agriculture and Livestock (MAPA) in 2019, then reinstated
sustainability as an independent Ministry in 2023.

Decree No. 10 606/2021 - Establishes the Integrated Information System of the Sectoral
Plan for Consolidation of a Low-Carbon Economy in Agriculture and the Technical
Committee for Monitoring the Sectoral Plan for Consolidation of a Low-Carbon Economy in
Agriculture.

Decree No. 10 828/2021 regulated the issuance of Rural Product Certificate (CPR). The
bond was adjusted to be a market alternative for immediate and large-scale adoption of
Payment for Environmental Services (PSA).
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Period Broader framework Changes in agricultural policies
2023-present Continuing institutional changes  Relatively low support, with subsidised credit continuing as key agricultural policy tool.
and more emphasis on New competences of the 2023 MDA include family farming, agrarian reform, incorporation
sustainability of several state enterprises such as CONAB (national supply), CEASA-Minas (wholesale

Minas), CEAGESP (warehouse company), ANATER (extension services) and INCRA
(agrarian reform).

In 2023, MAPA created under its structure the Department of Reforestation and Recovery
of Degraded Areas.

In 2023, Decree 11 815 established the National Program for the Conversion of Degraded
Pastures into Sustainable Agricultural and Forestry Production Systems.

Continuous emphasis on the sustainability of rural credit and on strengthening climate
change adaptation and mitigation measures.

Brazil provides a relatively low aggregate level of support and protection to agriculture, reflecting its position
as a competitive exporter and price maker for a range of commodities. Brazil’s support to agricultural
producers included market price support and input subsidies in the 2000s, up to 10% of gross farm receipts.
Market price support has gradually disappeared and is dominated by subsidised credit and insurance
subsidies. In recent years, total support in Brazil is mostly in the form of budgetary support, in particular
for producers’ inputs and for the provision of general services. (Figure 5.7).

Figure 5.7. Brazil: Development of the PSE and its composition, 1995 to 2023
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' This definition was adopted by Brazil from the Convention on Biological Diversity (target 10)

https://www.cbd.int/gbf/targets/10.
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» Canada

Main findings

Support to agriculture

Canada has a differentiated approach to support, providing Market Price Support (MPS) to “supply-
managed” commodities (dairy, poultry, and eggs) and budgetary support focussed on business risk
management to other commodities. Support has been stable over the last decade and averaged 8.5% of
gross farm receipts in 2021-23, below the OECD average (13.7%).

The supply-management system consists of import controls (notably tariff rate quotas), production quotas
and pricing mechanisms, which generally result in lifting domestic prices above international levels. Milk
received particularly high single commaodity transfers in 2021-23, amounting to 27% of gross-farm-receipts.
Average MPS was lower in 2022 and 2023 than previous years due to higher border prices for eggs and
poultry meat relative to domestic farm prices because of avian flu in the United States.

Risk-management tools constitute the main part of budgetary support to producers. These include income
stabilisation, subsidised savings and crop insurance programmes. The latter primarily focus on grain
commodities although also target other products such as fruits and vegetables, with recent policy
developments extending support to beef producers. Overall, risk management policies have played a
prominent role in recent years due to adverse weather conditions.

Canada also uses payments based on unconstrained use of variable inputs, notably fuel. Together with
MPS, these potentially most-distorting support measures represented 39% of aggregated gross producer
transfers in 2021-23, or 3.3% of gross farm receipts.

Support to general services (General Service Support Estimate, GSSE) amounted to 2.9% of agricultural
production value in 2021-23, below the OECD average (3.4%) and down from 6.1% in 2000-02.
Expenditures on inspection and control systems, and agricultural knowledge and innovation each
accounted for about 45% and 34% of GSSE respectively, in recent years. The Total Support Estimate
(TSE) represented 0.4% of Gross Domestic Product (GDP) in 2021-23.

Key recent policy changes

The Sustainable Canadian Agriculture Partnership (Sustainable CAP) 2023-28 started to apply in
April 2023. This new policy framework introduced several changes to reflect current priorities, including an
enhanced focus on helping the sector implement sustainable practices and technologies, as well as
supporting underrepresented groups.

The business risk management programmes also underwent changes in the new policy framework, with
the aim of integrating environmental and climate risks, while maintaining their core focus on addressing
market and production risks. The updated Agrilnsurance programme in particular introduces an optional
whole-farm catastrophic insurance and medium risk insurance, designed to protect the entire farm
operation by encouraging crop diversification and assisting with disaster recovery by fully subsidising
premiums for catastrophic risks and covering half for medium risks.
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Launched in April 2023, the Resilient Agricultural Landscape Programme is a new cost-shared initiative
with activities designed and delivered locally by provinces and territories. Farmers receive support, based
on an ecological goods and services payment approach, to help them adopt beneficial management
practices. These practices vary by region and are primarily aimed at conserving and enhancing the
resiliency of agricultural landscapes.

The government further expanded existing programmes and introduced new ones to support the three
supply-managed sectors (dairy, poultry and egg) to mitigate expected impacts of newly enforced trade
agreements. Launched in September 2023, the Dairy Innovation and Investment Fund assists dairy
processors by modernising and increasing processing capacity for surplus solids non-fat. The Supply
Management Processing Investment Funds received additional funding to enhance efficiency in dairy,
poultry, and egg processing facilities through investments in new automated equipment and technology.

Assessment and recommendations

e The Canadian agricultural sector has benefitted from abundant natural resources and has
innovated and embraced technological advancements that have enhanced productivity with limited
pressures on resource use, although there are regional hotspots. With climate change currently
challenging Canada's agriculture to both adapt and contribute to mitigation, and export markets
demanding higher environmental performance, innovation will remain crucial to sustainable
productivity growth (SPG).

e Canada’s strategic planning, incentives for research, development and innovation, and support
programmes to farmers have increasingly embraced a paradigm shift towards sustainable
agriculture. The measurable targets and performance indicators that were established under the
Sustainable CAP will be key to assess the uptake and impact of the measures. A shift towards
results-based rather than practice-based support could also enhance the effectiveness of policy
tools. These approaches require greater investment in data collection, evaluation and reporting to
ensure that support is effectively delivering on the SPG objectives.

e While increasing the funding to mitigation measures and explicity committing to emissions
reductions in the new agricultural policy framework, agriculture remains largely exempt from
Canada’s carbon pricing scheme. Including agricultural emissions in the scheme would encourage
greater adoption of practices that reduce emissions and improve soil carbon storage.

e Atthe same time, farmers must adapt to a changing climate and the growing frequency of weather-
related adverse events. In addition to research, development and innovation efforts, short-term risk
management, and medium-term support for resilient practices, more attention and resources could
be directed toward improving the long-term adaptive capacity of farmers and transforming
production systems, alongside monitoring policy implementation progress.

e While below the OECD average, producer support remains dominated by potentially most distorting
transfers to producers. The dairy, poultry and egg sectors remain protected from international
competition through market price support, which distorts production and trade and inflates domestic
prices. To stimulate market responsiveness and encourage innovation, supply management in
these sectors should be reformed by increasing production quotas and gradually reducing price
support, leading to greater efficiency and diversification into higher value products.

e Canada’s approach to risk management continues to evolve, integrating environmental and climate
risks with reducing reliance on ad-hoc responses to adverse events. These are positive steps
towards increased agricultural resilience. Nonetheless, the existing system could potentially
prevent long-term resilience and lead to maladaptation. A holistic assessment of the policy toolkit
addressing the linkages and trade-offs between risk-management and environmental outcomes
would enable a focus on the most cost-effective programmes, stimulate the development of market-
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based tools where the opportunity-costs of public support are higher, and encourage more forms
of farm-level risk management by farmers.

e Support to general services continues to receive a significant share of total budgetary support (one-
third), contributing to strengthening the sector's competitiveness and sustainability. Still, more
efforts to reverse the declining trend of GSSE spending relative to the size of the sector, particularly
in innovation and knowledge transfer, represent an opportunity to prepare for future challenges.

Development of support to agriculture

Figure 6.1. Canada: Development of support to agriculture
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-
explorer.oecd.org/.
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Figure 6.2. Canada: Drivers of the change in PSE, 2022 to 2023
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Note: % change of nominal Producer Support Estimate expressed in national currency.
Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https:/data-

explorer.oecd.org/.

Figure 6.3. Canada: Commodity-specific transfers (SCT), 2021-23
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Table 6.1. Canada: Estimates of support to agriculture

Million USD
1986-88 2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 14083 20 696 66 053 61526 67 464 69 170
of which: share of MPS commodities (%) 85.57 81.97 8273 81.86 83.52 82.81
Total value of ption (at farm gate) 11833 15014 43 698 44917 44221 41956
Producer Support Estimate (PSE) 5855 3897 5995 7492 5126 5367
Support based on commodity output 3214 1629 1961 2728 1466 1690
Market price support' 2851 1608 1961 2727 1466 1690
Positive market price support 2997 1608 1961 2721 1466 1690
Negative market price support -146 0 0 0 0 0
Payments based on output 364 20 0 0 0 0
Payments based on input use 1091 368 695 607 804 673
Based on variable input use 622 242 39%4 397 417 368
with input constraints 0 0 17 0 24 27
Based on fixed capital formation 448 108 248 202 270 270
with input constraints 0 0 37 6 46 59
Based on on-farm services 20 18 53 7 17 35
with input constraints 0 0 17 0 24 27
Payments based on current A/An/R/I, production required 1336 1307 2986 3743 2484 2731
Based on Receipts / Income 467 586 621 556 607 700
Based on Area planted / Animal numbers 869 721 2365 3186 1877 2032
With input constraints 0 0 24 17 16 40
Payments based on non-current A/An/R/I, production required 0 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 0 553 314 367 353 222
With variable payment rates 0 0 0 0 0 0
with commodity exceptions 0 0 0 0 0 0
With fixed payment rates 0 553 314 367 353 222
with commodity exceptions 0 0 0 0 0 0
Payments based on non-commodity criteria 8 0 0 0 0 0
Based on long-term resource retirement 8 0 0 0 0 0
Based on a specific non-commodity output 0 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0 0
Miscellaneous payments 206 41 39 48 19 51
Percentage PSE (%) 34.44 16.95 8.51 11.30 721 7.37
Producer NPC (coeff.) 1.34 1.09 1.03 1.05 1.02 1.02
Producer NAC (coeff.) 1.53 1.20 1.09 1.13 1.08 1.08
General Services Support Estimate (GSSE) 1153 1260 1941 1942 2098 1782
Agricultural knowledge and innovation system 483 536 672 675 693 648
Inspection and control 283 348 827 832 961 688
Development and maintenance of infrastructure 268 182 231 221 214 257
Marketing and promotion 85 179 140 152 153 114
Cost of public stockholding 0 0 0 0 0 0
Miscellaneous 34 15 71 61 77 75
Percentage GSSE (% of TSE) 16.30 24.44 24.26 20.33 28.77 24.71
Consumer Support Estimate (CSE) -2533 -1719 -2185 -3037 -1610 -1908
Transfers to producers from consumers -2 766 -1602 -1 960 -2721 -1466 -1685
Other transfers from consumers -31 -117 -309 -430 -213 -283
Transfers to consumers from taxpayers 31 0 83 120 69 61
Excess feed cost 234 0 0 0 0 0
Percentage CSE (%) -21.54 -11.44 -4.98 -6.78 -3.65 -4.55
Consumer NPC (coeff.) 1.31 113 1.05 1.08 1.04 1.05
C NAC (coeff.) 1.27 1.13 1.05 1.07 1.04 1.05
Total Support Estimate (TSE) 7039 5157 8019 9554 7294 7210
Transfers from consumers 2798 1720 2268 3158 1679 1969
Transfers from taxpayers 4273 3555 6060 6827 5827 5525
Budget revenues -31 -117 -309 -430 -213 -283
Percentage TSE (% of GDP) 1.61 0.69 0.38 0.48 0.34 0.34
Total Budgetary Support Estimate (TBSE) 4188 3549 6058 6827 5827 5520
Percentage TBSE (% of GDP) 0.96 0.47 0.29 0.34 0.27 0.26
GDP deflator (1986-88 = 100) 100 138 223 212 227 230
Exchange rate (national currency per USD) 1.32 1.53 1.30 1.25 1.30 1.35

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I; Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Canada are: wheat, maize, barley, oats, soybean,
rapeseed, flax, potatoes, lentils, dried beans, dried peas, milk, beef and veal, pig meat, poultry and eggs.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

Agriculture policy is a shared jurisdiction between federal, provincial and territorial (FPT) governments who
collaborate via an agreed agricultural policy framework which reflects national priorities while providing
flexibility for provinces and territories to design and deliver programmes that respond to their regional
priorities. FPT governments may develop and fund their own agricultural programmes outside of this
framework. Agricultural policy is characterised by the separate treatment of supply-managed commodities
(dairy, poultry and eggs). These are produced mainly for domestic consumption and are protected by
border measures. Other commodities (e.g. field crops, red meat, horticulture) have less market
interventions and are generally export-oriented.

The national supply management system provides market price support through customs tariffs
(import control) and production quotas tradable within provinces (production control), combined
with domestic price-setting according to production costs and consumer price index (pricing
mechanism). Supply managed commodities are governed by their own FPT agreements — the national
marketing plans — and are administered by provincial agricultural marketing boards operating in co-
ordination with the national agencies.

Other programmes to support Canada’s agriculture and agro-food sector are mainly provided through
multilateral policy frameworks, with the most recent being the Sustainable Canadian Agricultural
Partnership (Sustainable CAP). This five-year agreement between FPT governments, effective from
April 2023 through March 2028, finances business risk management programmes along with strategic
initiatives that are either federal programmes or cost-shared activities by FPT governments.

The business risk management (BRM) programmes support producers in managing risks that
threaten the viability of their farm or are beyond their capacity to control. The basic design of these
programmes under the Sustainable CAP 2023-28 is similar to that of past frameworks and attempts to
balance ex ante and ex post measures and limit ad hoc forms of assistance. FPT governments jointly
provide approximately CAD 1.8 billion (USD 1.3 billion) per year to finance programmes under the Farm
Income Protection Act:

e AgriStability, a whole-farm income stabilisation programme to support producers in years of large
margin declines. Farmers receive a payment if their production margin — difference between
revenue and costs — in the current year falls below their historical reference margin by more than
30%.

e Agrilnvest, a savings tool to help producers manage small income declines. Each year, producers
can deposit up to 100% of their Allowable Net Sales (ANS) and receive a matching government
contribution on 1% of their ANS, with a maximum government contribution of CAD 10 000
(USD 7 400). Funds in these accounts may be used for any purpose.

e Agrilnsurance, a federal-provincial-producer cost-shared insurance programme which subsidises
60% of the cost of insurance premiums. This insurance covers major crop and horticulture
products, with the possibility for individual provinces to develop insurance coverage for livestock.

e AgriRecovery, a disaster relief framework to help producers recover from natural disasters,
supplementing the assistance provided by the other BRM programmes.

The Advance Payments Program (APP) is a loan guarantee programme that aims to help producers
cope with market volatility. The federal government guarantees cash advances of up to
CAD 1 million (USD 740 000) to producers based on the anticipated value of their farm products.
For each programme year, the government pays the interests on the first portion of each advance, with
preferential interest rates applying to amounts above the interest-free limit. Initially set at CAD 100 000

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://agriculture.canada.ca/en/programs/agristability
https://agriculture.canada.ca/en/programs/agriinvest
https://agriculture.canada.ca/en/programs/agriinsurance
https://agriculture.canada.ca/en/programs/agrirecovery
https://agriculture.canada.ca/en/programs/advance-payments

1161

(USD 77 000) per producer per year, this limit has significantly increased in the last two years (see section
“Recent policy developments”). Producers are required to repay their advances as they sell their products,
with most agricultural products having up to 18 months for repayment, and advances on cattle and bison
having up to 24 months. Unlike Federal, Provincial and Territorial BRM programmes which are based on
the Farm Income Protection Act, the APP is fully federally funded outside the Sustainable CAP budget and
has the Agricultural Marketing Programs Act as its legislative base.

The federal-only funded strategic initiatives under the Sustainable CAP 2023-28 provides
CAD 1 billion (USD 740 million) for programmes, primarily applying a cost-sharing approach
reimbursing expenses on a 50-50 to 75-25 basis between the grant and the applicant. Some also offer
technical assistance and extension services. These programmes focus on three pillars:

e Growing trade and expanding markets through:

o

o

AgriMarketing, a CAD 130 million (USD 96 million) programme which supports industry-led
market development activities that help the sector to increase and diversify exports as well as
seize domestic market opportunities.

AgriCompetitiveness, a CAD 26 million (USD 19 million) programme which supports activities
that helps the sector adapt to changing commercial and regulatory environments, share best
practices, and provide mentorship opportunities, facilitating knowledge transfer and sector
leadership.

e Fostering innovative and sustainable growth of the sector through:

o

o

AgriScience, a CAD 325 million (USD 241 million) programme which supports innovation by
providing funding to pre-commercial science activities and cutting-edge research to benefit the
agriculture and agro-food sector.

Agrilnnovate, a CAD 95 million (USD 70 million) programme which supports projects that
accelerate the demonstration, commercialisation or adoption of innovative products,
technologies, processes or services that increase the sector's competitiveness and
sustainability. It provides contributions to businesses on an interest-free repayable basis.

e Supporting diversity and a dynamic and evolving sector through:

o

o

AgriAssurance, a CAD 64 million (USD 47 million) programme shares costs with industry of
developing and adopting systems, standards and tools to address market and regulatory
requirements related to food safety, plant and animal health surveillance, animal welfare,
environmental sustainability, traceability, market attributes and quality standards. It also aims
to foster public trust by helping industry make verifiable claims about the health, safety and
quality of Canadian agricultural products.

AgriDiversity, a CAD 5 million (USD 4 million) programme which aims to increase the capacity
of youth, women, Indigenous Peoples, persons with disabilities and other underrepresented
and marginalised groups to overcome barriers and actively participate in the agricultural sector
(see section “Recent policy developments”). It supports skills, leadership, and entrepreneurial
development; and facilitates knowledge sharing and best management practices.

The FPT cost-shared strategic initiatives are funded 60% by the federal government and 40% by
the provinciallterritorial governments, and provide CAD 2.5 billion (USD 1.9 billion) under the
Sustainable CAP 2023-28 for activities that focus on the following five priority areas:

e Climate change and environment to help the sector develop and adopt clean technologies that
address agri-environmental issues; adopt priority beneficial management practices; develop and
implement targeted climate change and environmental strategies; and carry out risk assessments.
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e Science, research and innovation to support basic and applied research aligned with the provincial
and territorial needs of the sector, knowledge and technology transfer activities, and other research
activities related to climate change adaptation and GHG emissions reduction.

e Market development and trade to help the sector prepare for, and respond to, new and emerging
market opportunities domestically and abroad as well as to recognise the quality and sustainability
of the sector and improve the visibility and competitiveness of Canadian products domestically and
in international markets.

e Building sector capacity, growth and competitiveness to help producers and processors enhance
production efficiency and profitability through the acquisition of tools and skills and the adoption of
improved products, practices and processes that add value and credibility, as well as to support
industry-led initiatives that address labour shortages, including support for labour attraction and
retention, and labour-saving technologies such as automation.

e Resiliency and public trust to develop and implement strategies that allow to effectively plan,
prevent and mitigate production risks and potential supply chain disruptions, as well as to support
the development, implementation and continuous improvement of pan-Canadian food safety,
biosecurity and traceability systems at the farm and post-farm levels.

Most farm-level environmental programmes are designed and administered by provincial and territorial
governments. More recently, a new FPT cost-shared strategic initiative worth CAD 250 million
(USD 192 million), the Resilient Agricultural Landscape Program, seeks to support ecological goods
and services provided by the agricultural sector, through per-acre payments to farmers and land
agreements. Provinces and territories design and deliver the programme based on their local conditions
and regional needs, alongside other initiatives aimed at fostering farming practices that leverage the
natural abilities of farmland to address climate change. The programme supports the on-farm adoption of
beneficial management practices, which vary by region and may include grassland and habitat
management, cropland management, agri-food processing, demonstration tools, manure and confined
livestock management, energy use and efficiency, pest management, product storage, and water use and
efficiency (see section “Recent policy developments”).

Additionally, climate policies have come to complement agricultural policies in fostering the sector’s
contribution to achieving the country’s ambitious climate goals. In its 2021 updated Nationally Determined
Contribution (NDC) to the Paris Agreement, Canada committed to reducing national net GHG emissions
40-45% below 2005 levels by 2030, to achieving net-zero emissions by 2050 and to reaching a national
fertiliser emissions reduction target of 30% below 2020 levels by 2030 (Government of Canada,
2021p;). Canada also signed the Global Methane Pledge and explicitly committed to reducing its
economy-wide methane emissions by 2030. However, agricultural emissions remain largely excluded
from Canada’s emissions reduction tool of pricing carbon pollution.

Building on the Pan-Canadian Framework (PCF) on Clean Growth and Climate Change established in
2016, the government of Canada created in 2020 its A Healthy Environment and a Healthy Economy
plan (Environment and Climate Change Canada, 2020(2;), which contains agriculture-specific actions
including:

e The Agricultural Clean Technology (ACT) initiative supports farmers and agro-food businesses in
developing and adopting clean technologies via two funding streams. The Research and Innovation
Stream (2021 to 2028) helps develop and disseminate clean technologies in three areas (green
energy and energy efficiency, precision agriculture and bioeconomy). Non-repayable contributions
of up to 50% of the costs of research, development and demonstration projects are provided, as
are repayable contributions where activities involve commercialisation and scale-up. The Adoption
Stream (2021 to 2026) helps farmers purchase and install commercially available clean
technologies and processes, primarily those reducing GHG emissions and generating other
environmental co-benefits.
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e The Agricultural Climate Solutions (ACS) initiative helps develop and implement farming practices
to tackle climate change, a multi-stream programme under the Natural Climate Solution Fund. The
Living Labs Stream, supports research that aims to co-develop, test and monitor beneficial
management practices on farms that sequester carbon and mitigate GHG emissions, through
regional collaboration hubs that bring together farmers, scientists, and other sector partners. The
On-Farm Climate Action Fund (2021-2024) helps farmers adopt climate-friendly practices,
including nitrogen management, cover cropping and rotational grazing, providing a combination of
training, technical support and financial incentives.

While the focus of these measures is on green growth and climate change mitigation and adaptation, there
are cross-cutting approaches with sustainable productivity growth that are developed in the following
section.

Innovation for sustainable productivity growth

Agricultural output in Canada grew by 2.3% annually between 1961 and 2006. While input use grew by
only 0.7% per year over the same period, the remainder of the output growth (1.6% per year) was due to
average total factor productivity growth (TFP), which measures the combined effects of new technologies,
efficiency improvements and economies of scale. (OECD, 2015(3)). After being steady for a long time, the
TFP growth in primary agriculture has slowed down in the last decade (USDA-ERS, 20244)).

The Canadian agri-food sector benefits from an abundance of natural resources and faces limited
environmental constraints. Agri-environmental indicators reveal that agricultural output growth over the
past decade has been achieved without a clear relationship with the level of pressure exerted on natural
resources. Nevertheless, while the adoption of more sustainable practices has helped improve the
environmental performance of agriculture, climate change currently ranks among the top challenges facing
Canada’s agricultural sector. On one hand, the primary agriculture sector contributes around 10% of
Canada’s greenhouse gas (GHG) emissions, despite accounting for only about 1.3% of GDP. On the other
hand, agricultural productivity could face further impacts from the effects of climate change, along with
potential increased consumer demands for emission reductions.

Strategic planning

Canadian policy aligns economic viability with environmental and social considerations. Government
policies foster investment in research and development to optimise resource use, adoption of
environmentally friendly agricultural practices, responsiveness to changing consumer
preferences, and collaborative efforts among stakeholders to boost innovation and knowledge
exchange.

Released in 2022, the Strategic Plan for Science outlines the vision for the future of research and
development (R&D) to align the sector with the new reality and address emerging challenges. This
approach entails a paradigm shift towards sustainable agriculture and has the potential to enable needed
cross-sectoral collaboration, although implementation is still underway, and results unclear yet. The
strategy is based on four main missions:

e Mitigating and adapting to climate change

¢ Increasing the resilience of agro-ecosystems

e Advancing the circular economy by developing value added opportunities

e Accelerating the digital transformation of agriculture and agri-food.
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Research and innovation

The government has helped transform the agricultural sector through investments in R&D. The
private sector has also contributed by investing in R&D, particularly in the areas of new crop varieties
and livestock genetics. Public funds support 20 R&D centres and 30 affiliated sites which operate to
address key agricultural challenges. Each R&D centre specialises in specific research areas tailored to the
needs of the sector. For instance, to boost agricultural productivity and sustainability in cold and humid
climates, research at these centres will focus on the development of field crop systems integrating
perennial forage species.

The federal strategic initiatives AgriScience and Agrilnnovate foster sustainable productivity growth of the
Canadian agro-food sector (see section “Main policy instruments”). Focused on the development portion
of the innovation path (i.e. pre-commercialisation and pre-adoption of innovation), AgriScience helps the
industry move its activities from upstream (discovery science) to downstream (near market).
Funding covers areas such as variety development, pest and disease management and mitigation,
sustainability and indigenous knowledge. Agrilnnovate supports the phases of technology
demonstration, technology commercialisation and technology adoption. The programme invests in
emerging technologies and processes that strengthen the Canadian agricultural and agri-food innovation
ecosystem, fostering competitiveness and sustainability. Key areas include advanced manufacturing,
automation, robotics, and digitisation.

Support for science and innovation within the sector is increasingly coming from other federal
ministries. Innovation, Science, and Economic Development (ISED) Canada, for instance, has funded the
establishment of several networks and clusters aimed at driving innovation and value-added in the sector.
Notable initiatives include the Canadian Agri-Food Automation and Intelligence Network (CAAIN), which
focuses on precision agriculture, automation, and technological advancements. Similarly, the Canadian
Food Innovators Network (CFIN) fosters collaboration and innovation within Canada’s food and food-tech
sector. Moreover, Protein Industries Canada (PIC), part of ISED’s Global Innovation Clusters, is dedicated
to enhancing Canada’s plant-based and co-products sector. Lastly, the National NSERC-SSHRC
Sustainable Agriculture Research Initiative is committed to supporting research aimed at initiating or
accelerating the development of solutions necessary for a sustainable, resilient, and profitable agricultural
sector in a net-zero economy. With a broader range of stakeholders investing in science and innovation
and an enabling environment that encourages more public and private R&D efforts, Canada aims at
improving productivity, reducing emissions, and maintaining the sector’s role as an economic driver.

These programmes are complemented by FPT cost-shared strategic initiatives focused on the
Science, research and innovation priority area, which are implemented at provincial level. Among
the most recent initiatives, it is worth mentioning the following ones:

e Manitoba’s Research and Innovation Program helps develop science-based solutions and tools to
address challenges, climate threats, and opportunities. It aims at accelerating innovation through
funding for research and capacity building projects, including developing new technologies, new
practices, new products and new knowledge.

e Ontario’s Agri-Food Research Initiative supports research and innovation activities that drive
growth, sustainability, and market opportunities, including through the Growth Ontario Accelerator
Hub.

o Saskatchewan’s crop-related research funding, including the Agriculture Development Fund (ADF)
and Strategic Research Programs (SRP) focuses on enhancing sustainability, competitiveness,
and innovation. It covers areas such as news crops and cultivars, optimised livestock feeding
systems, innovative sustainable farming practices, adaptive capacity of soils, and use of
biotechnology.
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For FPT cost-shared programming under the Sustainable Canadian Agricultural Partnership, short
and medium-term performance measures and targets for research, development and innovation were
established.

Programme implementation

As described above, the various FPT cost-shared initiatives focused on Climate change and
environment priority area encourage famers to adopt clean technologies and beneficial
management practices to transition to sustainable agricultural production. The new flagship
Resilient Agricultural Landscape Program aims to reconcile environmental and economic performance of
farms by rewarding environmental goods and services provided by the agricultural sector.

Other programmes seek to improve productivity and sustainability in strategic commodities by
providing financial incentives to primary producers. An example is the Poultry and Eqg On-Farm
Investment Program, which helps supply-managed poultry and egg producers adapt to market changes
resulting from the implementation of recent international trade agreements, namely the Comprehensive
and Progressive Agreement for Trans-Pacific Partnership (CPTPP) and the Canada-United States-Mexico
Agreement (CUSMA). The programme subsidises on-farm investments that:

e increase efficiency or productivity (through more effective housing facilities or computerised control
systems for instance)

e improve on-farm food safety and biosecurity (such as cleaning and disinfection equipment and
water treatment systems)

e improve environmental sustainability (through solar panels or energy-efficient heating and
ventilation systems for example)

e respond to consumer preferences (improving animal welfare, adopting alternative housing
systems, transitioning to organic production, among others).

At provincial level, Ontario’s Agri-Tech Innovation Initiative provides financial aid to farm and food
processing businesses adopting innovative technology. Nova Scotia invests in the Season Extension
Enhancement Program, to help fruit and vegetable growers who invest in innovative and labour-saving
technologies to extend their growing season, adapt to a changing climate and open up new market
opportunities. This initiative supports acquiring on-farm infrastructure for adopting season extension
technologies, enhancing storage capacity and developing irrigation capacity for field operations. The
province also invests in the Local Food Advancer Program, assisting local producers and agri-businesses
in acquiring equipment and technology to boost production, either by expanding their current operation or
by creating new value-added products.

Recent policy developments

Domestic policy developments in 2023-24

Federal funded strategic activities — main changes under the new Sustainable CAP

Under the Sustainable CAP, strategic government initiatives funded by the federal government have been
adjusted according to current priorities, with higher contribution rates from the government:

o AgriMarketing expands its scope with priority given to projects demonstrating the following
priorities:
o Market Diversification, with emphasis on emerging markets in the Indo-Pacific Region
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o Inclusive Trade, expanding eligible recipients to associations representing stakeholders from
underrepresented or marginalised groups such as indigenous-led and women-owned groups

o Marketing Canada’s Green Products, promoting environmental certification and assurance
systems

o Digital and Virtual Engagement, preferring digital campaigns, virtual B2B meetings and e-
commerce to lower costs and reduce carbon footprint.

o AgriCompetitiveness entails an increase in the government’s contribution rate to 70% from the
previous 50%.

e AgriScience tackles challenges and opportunities across the three following priority areas: climate
change and the environment, economic growth and development, and sector resilience alongside
societal challenges. Certain parameters have also been adjusted, notably the requirement for
beneficiary clusters to include a mandatory minimum investment of 30% in R&D primarily focusing
on the climate change and the environment priority area.

e AgriDiversity extends eligibility to encompass visible minorities and racialised persons,
2SLGBTAQI+ communities, and official language minority communities. The government cost share
percentage increased to 70% from 50%.

e Carbon credits to offset greenhouse gas emissions from travel activities are now accepted as
eligible expenses under AgriMarketing, AgriCometitiveness, AgriAssurance and AgriDiversity.

Cost-shared strategic initiatives under the Sustainable CAP

During 2023, several new programmes were launched in the different provinces of the country under the
umbrella of the FPT cost-shared initiatives of the Sustainable CAP. Activities focus on the different priority
areas listed above.

Launched in April 2023, the Resilient Agricultural Landscape Program (RALP) has been implemented at
provincial and territorial level. The government of Alberta provides funding of up to CAD 150 000
(USD 110 000) to farmers who undertake projects in pasture management, cropland conversion, tree
establishment and wetland preservation, with the requirement to sustain these initiatives for a minimum of
three years.

The government of Ontario offers funding to support projects to reduce GHG emissions and sequester
carbon, focusing on natural grassland establishment, perennial biomass and warm season pastures,
reduced tillage, tree and shrub planting, water retention features and wetlands.

Business risk management programmes — main modifications and new programmes

The Sustainable CAP introduced changes to existing BRM programmes and launched new ones. These
changes aim to better integrate environmental and climate risks while maintaining their core focus on
managing market and production risks.

Under the Agrilnsurance programme, provinces now may implement Whole Farm Cost Shares as an
alternative cost-sharing approach, with the federal and provincial governments fully subsidising premiums
for catastrophic risks and covering half of the premiums for medium risks." Whole Farm Cost Shares aims
to incentivise producers to diversify their crops by offering lower premiums based on higher farm diversity,
while also maintaining coverage for disaster recovery. Provinces have also committed to introduce a cost-
neutral Agrilnsurance pilot programme with incentives aimed at encouraging producers to adopt specific
Beneficial Management Practices (BMPs), which mitigate production risks, lower premiums, and provide
environmental benefits.

AgriRecovery initiatives provided support for disaster recovery for bee colony losses due to severe cold in
2021-22; for producers affected by flooding in British Columbia in 2021; for livestock producers affected
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by drought and wildfires in 2021 and 2023; for grape growers impacted by extreme cold in Ontario in 2022
and to help producers in Prince Edward Island, Nova Scotia, and Newfoundland and Labrador to recover
from damages caused by Hurricane Fiona in 2022.

Addressing rising costs and policy responses to Russia’s war of aggression against Ukraine

In order to address higher input and borrowing costs, the Government of Canada temporarily increased
the interest-free limit for advances under the Advance Payments Program from CAD 100 000 (USD 74 000
to CAD 350 000 (USD 260 000) for the 2023 programme year and CAD 250 000 (USD 185 million) for the
2024 programme year. This change is expected to provide a total interest savings of CAD 171.6 million
(USD 127 million) over the two programme years to approximately 12 000 producers.

In the 2023 budget, the government allocated CAD 34 million (USD 25 million) in support over a three-year
period for eastern Canadian farmers affected by sudden increases in fertiliser market prices in early 2022.
This funding, provided through the On-Farm-Climate Action fund targets eastern Canadian producers who
heavily rely on Russian fertiliser imports and aims to facilitate the adoption of new or additional nitrogen
management practices to optimise fertiliser utilisation (Government of Canada, 2023s)).

Supporting the supply managed sectors

Launched in September 2023, the Dairy Innovation and Investment Fund provides financial support to
Canadian dairy processors to help them manage the surplus of solids non-fat by modernising, replacing
and increasing solids non-fat processing capacity. This CAD 333 million (USD 246 million) programme
over 10 years aims to compensate for the impacts of the Canada-United States-Mexico Agreement
(CUSMA).

An additional CAD 125 million (USD 92 million) was assigned to the Supply Management Processing
Investment Funds to mitigate the impacts of the CUSMA. This fund complements the initial budget of
CAD 292 million (USD 216 million) aimed at mitigating the impacts of the Canada-European Union
Comprehensive Economic and Trade Agreement (CETA) and the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP). They support investments in dairy, poultry, and egg
processing facilities that improve productivity and/or efficiency through the purchase of new automated
equipment and technology.

Strengthening pest and disease management

The federal government allocated CAD 57.5 million (USD 42.5 million) over five years in new funding for
the Canadian Food Inspection Agency to establish a foot-and-mouth disease (FMD) vaccine bank and
develop FMD response plans, aiming at controlling large-scale FMD outbreaks. It also extended the African
Swine Fever Industry Preparedness Program until March 2025.

The government of Ontario committed in April 2023 to invest CAD 15 million (USD 11 million) to address
veterinary shortages in rural and northern areas, establishing the Collaborative Doctor of Veterinary
Medicine Program to train more veterinarians. It also launched the CAD 5 million (USD 3.7 million)
Veterinary Incentive Program offering up to CAD 50 000 (USD 37 000) in grants over five years to
encourage newly licensed veterinarians to practice in underserviced communities.

Adjusting labour policy

The government of Canada announced in March 2024 changes to temporary measures the Workforce
Solutions Road Map had first introduced in April 2022 based on labour market conditions. These latest
measures under the Temporary Foreign Worker (TFW) Program included the reduction, from 30% to 20%,
of the cap on temporary foreign workers that employers in certain sectors — including the agri-food sector
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— are allowed to hire as part of their total workforce through this programme, and the adjustment of the
Labour Market Impact Assessment (LMIA) validity period. Additionally, the Recognized Employer Pilot
(REP) under the TFW Program was launched in August 2023 with the aim to streamline LMIA processes
for eligible employers, both in primary agriculture and in food processing. In 2023, there were over
70 000 TFWs in agricultural industries like cattle and ranch farming, fruit and tree nut farming, and
greenhouse, nursery and floriculture production. There were also over 45 000 TFWs in food and
manufacturing industries like dairy product manufacturing and seafood product preparation and packaging.

The immigration Levels Plan for 2024-26 aims to welcome 1.45 million new immigrants to Canada and
prioritise economic immigration. Category-based rounds of invitations to candidates based on identified
economic goals were introduced in 2023, agri-food occupations were chosen as one of six categories for
2023 and 2024. Furthermore, extensions to programmes like the Agri-Food Pilot until May 2025 aim to
address long-term labour shortages in the agricultural sector — especially for specific occupations, such as
meat processing, greenhouse crop production, and livestock raising, with expanded eligibility criteria and
pathways to permanent residency.

Fostering food security

British Columbia (BC) announced CAD 200 million (USD 148 million) for food security in March 2023,
aiming to enhance access to affordable, local food and strengthen the province’s food supply chain. Key
policy elements include initiatives such as the Indigenous Food Sovereignty Program, allocating
CAD 30 million (USD 22 million) to support Indigenous communities in building local food systems and
revitalising traditional practices. The initiative funds infrastructure such as greenhouses, irrigation systems,
community gardens and food storage, as well as climate change adaptation projects. Other programmes
focus on developing emergency strategies for agricultural resilience, aim at boosting the BC food
processing sector through facility upgrades, equipment investment, and capacity expansion, or provide
funding to the BC livestock and poultry industry to invest in planning, preparedness, prevention, and
mitigation of animal diseases.

Policies to facilitate climate change mitigation and adaptation in agriculture

In November 2023, the Agricultural Methane Reduction Challenge (AMRC) was launched. Up to
CAD 12 million (USD 9 million) will be awarded to innovators advancing low-cost and scalable practices,
processes and technologies designed to reduce methane emissions from the cattle sector, specifically
cow-calf operation, feedlot, and dairy. Potential innovation areas are feed additives, grazing management
practices and feed efficiency among others.

At the provincial level, British Columbia introduced the Perennial Crop Renewal Program, offering
CAD 15 million (USD 11 million) in funding to perennial crop producers in the region. This initiative aims to
support the removal of unproductive, diseased, or unmarketable cultivars, enabling producers to transition
to growing systems better aligned with environmental conditions and market demands. In June 2023 the
province launched the Agricultural Water Infrastructure Program, a three-year programme that provides
incentives for investments in water infrastructure, with a total budget of CAD 20 million (USD 15 million).

Trade policy developments in 2023-24

After conducting public consultations in 2023, Canada has initiated Free Trade Agreement negotiations
with Ecuador. A Notice of Intent (NOI) was tabled in Parliament in December 2023, and the first round of
negotiations started on 30 April 2024. An FTA with Ecuador would reinforce existing strong bilateral
relations while also providing means to further diversify trade and increasing commercial opportunities for
the agriculture and agri-food sector.
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Policy context

Key economic and agricultural statistics

Canada is a large, wealthy country with a small population relative to its land area and has relatively
abundant land and water available to the agricultural sector. Primary agriculture accounts for 2% of GDP
and 1.6% of employment but contributes to a larger share of economic output in some of the country’s
regions (Table 6.2). Crop production, concentrated in the western prairies — where the typical farm is twice
as large as the national average — is highly productive and largely oriented to export. Most milk production
is located in eastern Canada, which has relatively smaller farms and a larger variety of crops. Red meat
industries are present across Canada, with beef cattle production being especially prominent in western
Canada, and hog production concentrated in Quebec, Ontario and Manitoba.

Table 6.2. Canada: Contextual indicators

Canada International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries
GDP (billion USD in PPPs) 901 2271 2.2% 1.7%
Population (million) 3 39 0.7% 0.7%
Land area (thousand km2) 8 966 8789 11.0% 10.7%
Agricultural area (AA) (thousand ha) 61287 56 991 2.1% 2.0%
All countries’
Population density (inhabitants/km?) 3 4 52 64
GDP per capita (USD in PPPs) 29 362 58 348 9363 25965
Trade as % of GDP 33.2 26.3 12.3 16.6
Agriculture in the economy All countries’
Agriculture in GDP (%) 2.3 2.0 29 3.8
Agriculture share in employment (%) 3.3 1.6 - -
Agro-food exports (% of total exports) 6.0 11.6 6.4 8.0
Agro-food imports (% of total imports) 5.0 85 58 6.9
Characteristics of the agricultural sector All countries’
Crop in total agricultural production (%) 43 61
Livestock in total agricultural production (%) 57 39 - -
Share of arable land in AA (%) 67 67 32 34

Note: *or closest available year.

1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAO database and national
data.

For most of the past two decades, with the exception of 2009 related to the financial crisis, Canada enjoyed
a stable macroeconomic environment characterised by relatively low inflation rates, fluctuating around its
2% target, and positive economic growth. However, the economy has been heavily affected by the COVID-
19 pandemic and related restrictions, which caused a recession in 2020. After a significant recovery in
2021, Canada’s GDP growth declined, falling below pre-pandemic growth rates with 1.2% in 2023.
Besides, the unemployment rate, which had declined from its 2020 peak in 2021, stabilised at 5.4% in
2023. Inflation, which had been rising since 2021, fell to 3.9% in 2023 (Figure 6.4).
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Figure 6.4. Canada: Main economic indicators, 2000 to 2023
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Sources: OECD statistical databases; World Bank, WDI; and ILO estimates and projections.

Canada’s economy is well integrated in international markets — as measured by the ratio of trade to GDP
at 26% in 2022 (Table 6.2). Agro-food products represent 11.6% of total Canadian exports and 8.5% of
imports. Canada is a large net exporter of agro-food products, with nearly USD 17 billion of trade surplus,
and access to export markets is highly important for the sector. More than half of Canada’s agro-food
exports are destined for the United States. Most of Canada’s agro-food exports are either processed
products intended for direct consumption (37%), or primary products for processing (33%). Canadian
households’ final consumption absorbs 69% of agriculture and food imports, of which two-thirds are
processed goods (Figure 6.5).
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Figure 6.5. Canada: Agro-food trade
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Source: UN Comtrade Database.
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At 1.6%, Canada’s agricultural output growth over the decade 2012-21 was slightly below the global
average of 1.9%. It was driven by the further intensification in the use of intermediate inputs (+1.5%),
combined with the growth in Canada’s agricultural productivity (+0.75%), as measured by total factor
productivity (TFP), which were sufficient to more than offset the impact of reduced primary factor input use
(-0.65%), including labour, land, livestock and machinery, on agricultural output (Figure 6.6).

Figure 6.6. Canada: Composition of agricultural output growth, 2012-21
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Source: USDA Economic Research Service Agricultural Productivity database.

The agricultural output growth over the past decade has been achieved without a clear relationship being
established with the level of pressure exerted on natural resources, as shown by various environmental
indicators (Table 6.3). Average nutrient surplus intensities have been increasing by 28% since 2000 for
nitrogen and decreasing by 20% for phosphorous. While agriculture’s share of total energy use (3.6%) has
been rising since 2000 and is well above the OECD average (2.0%), its share of GHG emissions (8.1%),
although increasing, remains below the OECD average (10.1%). The pressure on water resources is also
very low, ten to twenty times lower than the OECD average.
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Table 6.3. Canada: Productivity and environmental indicators

Canada International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 2.4% 0.7% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 23.8 30.5 32.1 28.2
Phosphorus balance, kg/ha 15 12 3.3 2.3
Agriculture share of total energy use (%) 23 3.6 1.7 20
Agriculture share of GHG emissions (%) 741 8.1 8.7 10.1
Share of irrigated land in AA (%) 1.2 1.1 - -
Share of agriculture in water abstractions (%) 9.7 8.6 47.0 49.5
Water stress indicator . 0.9 8.7

Note: * or closest available year.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.

Historical trends in agricultural policies

Prior to the mid-1980s, Canada heavily supported the agricultural sector through measures such as
import tariffs, export and production subsidies, and price and production controls. The dominant features
of agricultural policy were supply management measures in the dairy and poultry sectors, collective
marketing in grains and oilseeds (notably by the Canadian Wheat Board, or CWB), and income stabilisation
programmes (Barichello, 1995p)). Support varied between eastern and western provinces, partly due to
Canada’s decentralised political system, and the independence of provincial governments in policies such
as marketing legislation (Anderson, 20097)).

In the mid-1980s, Canada began agricultural policy reform, particularly in the grain sector. In 1990, the
Western Grains Stabilization Program, which was intended to stabilise net margins for major grains and
oilseeds from western Canada, was terminated (Anderson, 2009(7)). This was replaced by the National
Tripartite Stabilization Program (NTSP), which established federal-provincial cost-sharing of programmes
(Anton, Kimura and Martini, 2011s;). The Farm Income Protection Act of 1991 changed Canada’s approach
to supporting producers by moving from commodity-specific policies towards programmes supporting farm
incomes. The Act established two safety-net programmes: (1) the Gross Revenue Insurance Plan (GRIP,
1991-1996/2002) to protect against reductions in revenues and yields; and (2) the Net Income Stabilization
Account (NISA, 1991-2009) to subsidise savings accounts for individual producers (Anderson, 20097
Klein and Storey, 19989)). Furthermore, compliance with the General Agreement on Tariffs and Trade
(GATT) and free trade agreements of the early 1990s (NAFTA) accelerated the reform process, eliminating
most commodity-based policies (e.g. NTSP) except those targeting supply-managed commaodities (Anton,
Kimura and Martini, 2011g). In 1995, transport subsidies to grains (the Western Grain Transport
Assistance and the Feed Freight Assistance) were abolished (Anderson, 20097), ending the period of high
market price support? to these commodities (Figure 6.7).

The Agricultural Income Disaster Assistance (AIDA) programme introduced in 1998 was the first to comply
with criteria for income insurance and safety-net programmes under the World Trade Organization
Agreement on Agriculture. AIDA was established to serve as a core income stabilisation policy, reducing
the need for ad hoc programmes. The “disaster” component was integrated into subsequent programmes:
the Canadian Farm Income Program (CFIP, 2001-03); the Canadian Agricultural Income Stabilization
(CAIS, 2004-08); and AgriStability (Anderson, 20097); Statistics Canada, 202110; Antén, Kimura and
Martini, 2011s)).

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024



174 |

Since 2003, agricultural policy objectives and approaches are set out in longer-term agricultural policy
frameworks developed through co-operation by federal, provincial and territorial governments. The first
framework covered five areas: (1) business risk management, (2) food safety and quality, (3) environment,
(4) science and innovation, and (5) renewal (skills and training) (Agriculture and Agri-Food Canada,
2005(11)). Initially, the federal government delivered programmes directly. This evolved with the Growing
Forward framework (2008-13) which transferred programme implementation to the provinces and
territories, allowing for more flexibility and better adaptability to local needs (OECD, 2015(3)). During this
time, the AgriStability and Agrilnvest programmes replaced CAIS and NISA, respectively, continuing to
provide farmers with income stabilisation products and subsidised saving accounts. The Growing Forward
2 framework (2013-18) strengthened the role of these programmes and incorporated additional initiatives,
such as Agrilnsurance (previously referred to as the Crop Insurance) and the AgriRecovery disaster
framework (Anderson, 20097; Statistics Canada, 202110;; Antén, Kimura and Martini, 2011g). Risk-
management programmes have continued to evolve under the Canadian Agricultural Partnership (2018-
23) and the Sustainable Canadian Agriculture Partnership (2023-28) (see previous sections).

Table 6.4. Canada: Agricultural policy trends

Period Broader framework Changes in agricultural policies
Prior to 1985 Import barriers for competing imported products and Agricultural tariffs for competing imported products
support for traded products Import quotas/tariff-rate quotas
Domestic market control Export subsidies for agricultural products

Transportation subsidies for agricultural products

Supply management for dairy and poultry products

Grains policy featured by a one-desk selling marketing board and
significant transportation subsidy

Price controls for agricultural products using marketing boards such as
the collective marketing of wheat and barley (CWB)

1985-2000 Gradual reforms and trade liberalisation Reduction of agricultural tariffs and quotas
Increasing emphasis on income and revenue support  Diminishing reliance on marketing boards, supply management, price
controls

GATT, free trade agreements

Dismantling of Western Grains Stabilization Program

Termination of Western Grains Transportation Assistance and Feed
Freight Assistance

Gradual dismantling of payments coupled to production

Introduction of “whole farm” income stabilisation programmes
Introduction of insurance subsidies

2000-2020 Income stabilisation emphasis implemented through Continued supply management of the dairy, poultry and eggs sectors:
federal, provincial and territorial (FPT) co-operation price-setting mechanisms, production quotas and tariffs
Privatisation of the CWB

Agricultural policy frameworks developed through the cooperation of
FPT governments
Subsidies for farm income stabilisation
Subsidies for farm savings
Insurance subsidies
Disaster relief framework

2020-present  Climate ambition and emphasis on sustainability Fertiliser emissions reduction target of 30% below 2020 levels by 2030
Support to agricultural clean technologies and climate solutions
Sustainable Canadian Agriculture Partnership (2023-2028)

Support to agricultural producers in Canada decreased over the last three decades, with government
support declining from over 34% of farmers’ revenues in the mid-1980s to around 7-9% in recent years
(Figure 6.7). This resulted from the discontinuation of market price support to grains and oilseeds in the
mid-1990s, and the reduction or phase-out of several programmes offering payments based on output
(e.g. support to dairy farmers under the Agriculture Stabilization Act) and input use (e.g. Federal Fuel Tax
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Rebates) between the late 1980s and the early 2000s. Market price support for supply-managed
commodities, particularly in the dairy sector, accounted for the largest share of transfers to producers up
to 2020. Payments based on current production, including multiple risk-management programmes
(e.g. Agrilnsurance), were the second largest contributor. Over the past three years, this trend has been
reversed. In 2021, the share of payments based on current production was particularly high due to a larger
budget devoted to cope with the impacts of adverse weather conditions. In 2022 and 2023, the share of
market price support was lower than usual due to high reference prices for certain supply-managed
commodities, particularly egg prices — and to some extent poultry meat prices — in the United States, as a
result of avian flu. Other categories of payments play a relatively minor role in Canadian farm revenues.

Figure 6.7. Canada: Development of the PSE and its composition, 1986 to 2023

45%
40%
35%
30%
25%
20%
15%
10%
5%

0%

NI NGNS

¢ F & &
XSS SIS NS S S S N N N

Q
Q
> P

S M A e S
NN N NI M
Market price support Payments based on output
Payments based on input use Payments based on current A/An/R/I
Payments not requiring production - Other payments

== Percentage PSE

Notes: A/An/R/I:Area planted/Animal numbers/Receipts/Income.

Payments not requiring production include Payments based on non-current A/An/R/I (production not required) and Payment based on non-
commodity criteria. Other payments include Payments based on non-current A/An/R/I (production required) and Miscellaneous payments.
Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Notes

' Catastrophic risks correspond to 1-in-15-year farm loss events while medium risks correspond to 1-in-5-
year farm loss events.

2 Market price support to grains and oilseeds, which existed until the mid-1990s, resulted from the
assistance provided to grain transportation which lower shipping costs for producers and consequently
raised farm-gate grain prices. In 1989-90, the transportation subsidies covered about 70% of total freight
costs with producers paying the remaining 30% (Doan, Paddock and Dyer, 200312)).
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s Chile

Main findings

Support to agriculture

Chilean support (Producer Support Estimate - PSE) amounted to 2.8% of gross farm incomes in 2021-23,
down from 7.3% in 2000-02 and well below the OECD average. Tariff reforms in the 1990s, led to the near
elimination of Market Price Support (MPS) such that domestic producer prices are aligned with world
prices. Single Commaodity Transfers (SCT) are small and limited to sugar and beef, for which they amount
to 3.4% and 1.7% of respective gross farm receipts.

Budgetary support to producers represented 47% of total support in 2021-23 and was mostly targeted to
small-scale farmers. This support includes payments for on-farm fixed capital formation, on-farm services
and variable input use.

Support for general services (General Service Support Estimate, GSSE) represented an average 3.3% of
the agricultural value of production in 2021-23, equalling the OECD average. This support focusses on off-
farm irrigation infrastructure, inspection and control, land reform through acquisition and redistribution, and
agricultural knowledge and innovation systems.

Total agricultural support represented 0.3% of Gross Domestic Product (GDP) in 2021-23, half of the
OECD average (0.6%) and lower than in 2000-02 (0.6%).

Key recent policy changes

In 2023, the National Sovereignty Strategy for Food Security was developed within the framework of the
National Commission on Food Security and Sovereignty (CNSSA). The Strategy aims at strengthening the
national food system by achieving food security and protect the right to food.

The Ministry of Agriculture developed a Traditional Seed Programme to protect and add value to traditional
varieties, which includes research, promotion and strengthening of conservation and sustainable use,
capacity building, and regulation. Its implementation will be overseen by different services of the Ministry
and coordinated by ODEPA.

A new update of the irrigation law 18.450 was signed to promote private investment in irrigation and
drainage works for an additional seven years. The objective of this law is to enhance water security and
improve the efficiency of agricultural water use. A support programme for irrigation projects was also
launched, targeting small-scale farming women from indigenous groups. Moreover, modifications were
approved to the Law 21.623, which amends the broader Law 21.075 that regulates the collection, reuse
and disposal of grey water, to promote its use in agriculture, with special focus on promoting new water
sources for small agriculture in scarcity areas, a key group to guarantee the country’s food security.

The Promotion and Strengthening of Sustainable Production of Traditional Crops programme was
launched. This programme, which reinforces the Sow for Chile (Siembra por Chile) initiative, provides
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subsidies to small-scale farmers subject to compliance with good agricultural practices with the view to
increase the planting and production of specific crops.

The first Chilean Climate Mitigation Plan for Agriculture defines how the sector will contribute to national
and international climate goals. The plan establishes measures to keep emissions within the sectoral
carbon budget assigned by Chile’s Long Term Climate Strategy. The Adaptation Plan for the Forestry and
Agricultural sector, which began development in 2020 with the support of the Green Climate Fund, went
to public consultation in February 2024.

In 2023, Chile signed three collaboration agreements with the People’s Republic of China (hereafter
“China”), covering the following topics: organic certification of agricultural products from both countries;
electronic certification of agricultural products; and stone fruit expansion protocol for peach and apricot.

Assessment and recommendations

e The Chilean innovation strategy for sustainable agriculture is led by the Agricultural Research
Institute, INIA and the Foundation for Agrarian Innovation (FIA). Better co-ordination between these
institutions would better serve farmers’ needs, particularly with respect to adaptation to climate
change, water management, and environmental protection. Furthermore, the reach of the
strategies needs to cover a larger number of farmers in the national territory.

e Subsidies to farmers are well tailored and targeted to small-scale farmers and vulnerable
populations, such as indigenous and women farmers. Their effectiveness for improving
productivity, competitiveness, and the recovery of degraded soils should be assessed to ensure
their continued effectiveness. Furthermore, these subsidies should be conditioned to not only good
agricultural practices but also practices that protect the environment, with a view to progressively
shifting towards outcome-based policies.

e Chile should consider scaling up public investments that help the sector become more sustainable,
productive, and resilient. Additional and targeted investments in extension services, innovations
favouring sustainable productivity growth, and climate-smart agriculture should be considered.
Investments in irrigation systems must account for the changing climate and use principles of
sound water management to ensure its sustainability.

e Better co-ordination across ministries and agencies that support the agricultural sector or rural
populations would ensure an efficient use of public resources. Improved co-ordination,
communication, and accountability are also needed between regional and national governments
to avoid duplicating efforts.

e Chile’'s National Adaptation Plan for agriculture includes measures to foster resilience in the
agricultural sector. However, the country should take specific actions to facilitate the necessary
transformation to more climate-resilient farming structures and production methods, in addition to
shorter-term absorption of climate-related shocks.
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Development of support to agriculture

Figure 7.1. Chile: Development of support to agriculture

Figure 7.1A. Chile: Producer Support Estimate and its Figure 7.1B. Chile: Ratio of producer to border price
composition Producer NPC
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https:/data-
explorer.oecd.org/.
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Figure 7.2. Chile: Drivers of the change in PSE, 2022 to 2023
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PSE change decomposition Change in producer price Border price change
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@ pse - Price Gap - Quantity
Budgetary Payments - Producer Price - Border Price in USD
& Border Price Exchange Rate

Note: % change of nominal Producer Support Estimate expressed in national currency.
Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https:/data-
explorer.oecd.org/.

Figure 7.3. Chile: Commodity-specific transfers (SCT), 2021-23

Percentage of commodity gross farm receipts
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Note: Only commodities with non-zero transfers shown.
Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-

explorer.oecd.org/.
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Table 7.1. Chile: Estimates of support to agriculture

Million USD
2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 4806 13099 13988 12331 12979
of which: share of MPS commodities (%) 72.86 83.54 78.28 83.11 89.22
Total value of ption (at farm gate) 4118 11573 12117 11169 11433
Producer Support Estimate (PSE) 369 387 382 349 429
Support based on commodity output 227 19 49 4 3
Market price support' 227 19 49 4 3
Positive market price support 228 19 49 4 3
Negative market price support -1 0 0 0 0
Payments based on output 0 0 0 0 0
Payments based on input use 140 307 306 290 325
Based on variable input use 21 66 60 63 77
with input constraints 0 0 0 0 0
Based on fixed capital formation 85 165 167 153 175
with input constraints 66 78 79 77 80
Based on on-farm services 35 75 79 74 73
with input constraints 7 34 37 34 31
Payments based on current A/An/R/I, production required 1 62 27 56 101
Based on Receipts / Income 0 0 0 0 0
Based on Area planted / Animal numbers 1 62 27 56 101
with input constraints 1 62 27 56 101

Payments based on non-current A/An/R/I, production required 0 0 0 0
Payments based on non-current A/An/R/I, production not required 0 0 0 0 0
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 0 0 0 0 0
Based on long-term resource retirement 0 0 0 0 0
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0

Miscellaneous payments 0 0 0 0
Percentage PSE (%) 7.31 2.88 2.67 2.76 3.20
Producer NPC (coeff.) 1.05 1.00 1.00 1.00 1.00
Producer NAC (coeff.) 1.08 1.03 1.03 1.03 1.03
General Services Support Estimate (GSSE) 103 436 449 412 447
Agricultural knowledge and innovation system 22 69 72 63 74
Inspection and control 3 112 109 101 124
Development and maintenance of infrastructure 67 246 258 239 239
Marketing and promotion 10 9 10 9 9
Cost of public stockholding 0 0 0 0 0
Miscellaneous 1 0 0 0 0
Percentage GSSE (% of TSE) 22.00 52.96 54.03 54.12 50.99
Consumer Support Estimate (CSE) =317 -61 -137 -24 -22
Transfers to producers from consumers -226 -19 -49 -4 -3
Other transfers from consumers -92 -42 -88 -20 -19
Transfers to consumers from taxpayers 0 0 0 0 0
Excess feed cost 1 0 0 0 0
Percentage CSE (%) -1.51 0.50 -1.13 0.21 0.19
Consumer NPC (coeff.) 1.08 1.01 1.01 1.00 1.00
C NAC (coeff.) 1.08 1.01 1.01 1.00 1.00
Total Support Estimate (TSE) 472 823 831 762 876
Transfers from consumers 318 61 137 24 22
Transfers from taxpayers 245 804 782 758 873
Budget revenues -92 -42 -88 -20 -19
Percentage TSE (% of GDP) 0.63 0.26 0.26 0.25 0.26
Total Budgetary Support Estimate (TBSE) 244 804 782 758 873
Percentage TBSE (% of GDP) 0.33 0.25 0.25 0.25 0.26
GDP deflator (2000-02 = 100) 100 279 262 279 297
Exchange rate (national currency per USD) 621.08 824.41 759.82 873.25 840.16

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I; Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Chile are: wheat, maize, apples, grapes, sugar,
tomatoes, milk, beef and veal, pig meat, poultry, eggs, blueberries, cherries and peaches.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

The Ministry of Agriculture (MINAGRI) is in charge of designing and implementing agricultural policies. The
main agricultural policy objectives for the country are developing small-scale agriculture, improving
sustainable productivity and competitiveness and conserving natural resources. As price support is not
used, agricultural policies are based on budgetary transfers. About half of budgetary expenditures are
direct payments to small-scale farmers, which are provided for purchasing inputs, capital formation, credit
at preferential interest rates, improving degraded soils and on-farm irrigation investments. The other half
of the budget is spent on general services to the agricultural sector focusing on expanding and improving
irrigation systems, access to land (land acquisition and redistribution), agricultural research and
development, sanitary and phytosanitary services and inspection services (MINAGRI, 20241).

The main programmes administered by the Institute of Agricultural Development (INDAP), the agency in
charge of designing and implementing agricultural policies for small-scale farmers are:

e Support for the development of poor areas, including subsidies for variable inputs such as seeds
and fertilisers; subsidies for fixed capital assets such as equipment and machinery; and subsidies
for on-farm services such as technical assistance.

e Territorial development programme for indigenous communities that provides subsidies for fixed
capital formation in poor marginalised areas.

e Incentives for the development of agricultural investment, including subsidies for variable inputs as
well as for fixed capital formation on the farm.

e Support for the development of productive and entrepreneurial capacities, that provides on-farm
services such as technical assistance.

e INDAP also provides credit to smallholders at preferential interest rates and has a crop insurance
programme, which covers up to 50% of the premium.

The country also has a soil recovery programme in place to recover degraded soils to make them
appropriate for agricultural practices, the programme also has soil conservation practices. Around 70% of
funds for this programme are administered by INDAP and addressed to smallholders, with the remainder
administered by SAG (the animal and plant health agency) and given to medium and large-scale farmers.

Subsidies for irrigation are managed by the national irrigation commission (CNR). This has both on-farm
and off-farm components. On-farm support, 40% of spending, provides subsidies to farmers to improve or
newly install irrigation systems. The remaining 60% is used for community, regional or national
investments. General services to the sector are dominated by investments on infrastructure mainly for
irrigation and related to land and water rights for indigenous communities. After infrastructure, inspection
services, R&D and agricultural schools are important.

In its Nationally Determined Contribution (NDC) Chile committed to carbon neutrality by 2050 and takes a
carbon budgeting approach, although no specific target has been defined for agriculture. The Long-Term
Climate Strategy (LTCS) contains nine objectives and 63 goals linked to the agricultural and forestry sector.
These goals are related to capacity building, agricultural R&D, agricultural extension services, reduction of
greenhouse-gas (GHG) emissions, increasing carbon sequestration, and strengthening climate change
governance (MINAGRI, 20241).

Innovation for sustainable productivity growth

The Foundation for Agrarian Innovation (FIA) promotes innovation within the agricultural sector and
forestry. Key roles of FIA are the promotion, articulation, capacity development and technological
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dissemination of initiatives that contribute to the sustainable development and competitiveness. The
strategic guidelines of FIA are: 1) sustainable management of water resources; 2) climate change
adaptation and mitigation; and 3) sustainable food systems.

In 2023, FIA promoted sustainable development through initiatives that included sustainable agri-food co-
operatives through the AgroCooplnnova Programme, empowering young farmers via the Innovative Rural
Youth Programme and supporting the advancement of rural women through the creation of the Innovative
Rural Women Programme. Additionally, FIA also carries out research project financing with emphasis on
sustainability, as well as technological innovation tours for farmers, and consultancy services.

In 2023, FIA implemented its Innovation Adoption Programme, which was initially designed and piloted in
2022. This programme helps farmers use knowledge and expertise generated from agricultural innovation
projects supported by FIA. Targeting small-scale producers in the national forestry and agricultural sector,
producer associations, co-operative companies, or groups sharing the same territory and sector, the
programme helps bridge technological gaps by promoting sustainable and good agricultural practices as
well as by promoting new technologies.

A new programme called “Sustainable Soil Management System” (SIGESS) will replace the current
“Incentive System for the Agri-Environmental Sustainability of Agricultural Soils” (SIRSD-S). This new
programme targets more efficient and sustainable use of natural resources, adaptation to new climate
patterns, and making a positive contribution to the environment and society. The programme uses
incentives and training to promote sustainable soil management practices by farmers and improve the
chemical, physical and biological properties of soils.

The Transition to Sustainable Agriculture Programme (TAS) is a specialised technical advisory and training
group of INDAP to help farmers create associations and co-operatives. Additionally, the programme
provides subsidies for users to adopt good agricultural practices.

Lastly, the Agricultural Research Institute, INIA ascribe to the MINAGRI, focuses its work on six strategic
axes: genetic resources, climate change, water resources, sustainable agriculture, healthy foods and
technology transfer. At INIA they generate and transfer strategic knowledge and technologies on a global
scale and with a territorial focus, to generate innovation and improve the competitiveness of the country’s
agri-food sector. In practical terms, they develop varieties, produce seeds, and provide technical
recommendations to increase the productivity, profitability, and sustainability of national agriculture
(MINAGRI, 20241)).

Recent policy developments

Domestic policy developments in 2023-24

Key priorities of agricultural policies for 2023 were 1) food security and sovereignty; 2) sustainability;
3) water and climate emergency; 4)competitiveness based on R&D and technology transfer;
5) strengthening of family farming (small-scale farmers); 6) rural development and well-being; 7) forestry
development; and 8) international co-operation and foreign trade (MINAGRI, 20241).

In 2023, the National Sovereignty Strategy for Food Security was developed within the framework of the
National Commission on Food Security and Sovereignty (CNSSA). The strategy aims at strengthening the
national food system by achieving food security and protect the right to food. Its purpose is to guide the
government towards food security, based on the principles of food sovereignty. Food sovereignty is
understood as the protection of the right to food, through the strengthening of the five priorities that make
up the base of the national food system:

e productive, natural resources and biodiversity
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e agrifood and fisheries marketing channels

e human and socio-cultural heritage

e healthy diets

e sanitary and phytosanitary conditions and Food Safety.

In addition to these priorities, the strategy includes 10 transversal aspects, each of them with several lines
of action. The transversal aspects to be addressed in the implementation of the strategy are: gender
approach; sustainability; climate change; associativity and co-operativism; education and training; territory;
fair socio-ecological transition; youths; research, development and innovation; and decent work. The
implementation plan was defined in July 2023, specifying measures that ministries and public services will
use to guide their management and actions.

In 2023, the Ministry of Agriculture developed a Traditional Seed Programme to protect and add value to
varieties, which includes actions in the areas of research, promotion and strengthening of conservation
and sustainable use, capacity building, and regulation. lts implementation will be overseen by different
services of the ministry and co-ordinated by ODEPA.

In 2023 a new update of the irrigation law 18.450 was signed to promote private investment in irrigation
and drainage works for an additional seven years. The objective of this law is to enhance water security
and improve the efficiency of agricultural water use. It aims to serve as a tool for climate adaptation,
addressing the country’s productive and food-related challenges, while also fostering fair and sustainable
rural development. In general terms, this new law has three axes:

e Fair development allocating public resources to reduce the productivity and water efficiency gaps
among small and medium-sized farmers, indigenous communities, and poor territories, while
continuing to provide support to water users.

o Sustainable development establishing new environmental and water efficiency conditions for
irrigation projects and encouraging investments in water reuse projects, nature-based solutions,
use of rainwater, sustainable production systems, among others.

e Emergencies and innovation incorporating special mechanisms to swiftly address irrigation
disasters and encouraging innovation and new related technologies.

During 2023, a support programme for irrigation projects was launched, targeting small-scale farming
women from indigenous groups. This support is within the framework of Law No. 18450. The aim is to
provide subsidies to women to build their own irrigation systems to address water crises and the effects of
climate change. Lastly, modifications were approved to the Law 21.326, which amends the broader
Law 21.075 that regulates the collection, reuse and disposal of grey water, to promote its use in agriculture,
with special focus on promoting new water sources for small agriculture in scarcity areas, a key group to
guarantee the country’s food security. With this law, the Ministry of Agriculture will be able to establish
guidelines and standards for projects in the forestry and agriculture sector.

To reinforce the Sow for Chile (Siembra por Chile) initiative, a new programme was created in 2023 called
Promotion and Strengthening of Sustainable Production of Traditional Crops, which aims to increase the
cultivated area of cereals, legumes, and potatoes under sustainable production conditions to increase their
availability on the domestic market. The programme provides different subsidies to small-scale farmers
subject to compliance with good agricultural practices (MINAGRI, 20241)).

Policies to facilitate climate change mitigation and adaptation in agriculture

In order to reduce agricultural greenhouse gas (GHG) emissions, during 2023, ODEPA started to design
and co-ordinate the first Chilean Climate Mitigation Plan for Agriculture and to define how the sector will
contribute to national and international climate goals. The plan establishes measures to keep emissions
within the sectoral carbon budget assigned by Chile’s Long Term Climate Strategy. The plan contains
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mitigation actions in livestock, manure management, agricultural burning and the rice sector, along with
other complementary measures to promote carbon capture in soils, and reducing food loss and waste,
among others.

The Adaptation Plan for the Forestry and Agricultural sector, which began development in 2020 with the
support of the Green Climate Fund, went to public consultation in February 2024. The Preliminary Project
considers 12 measures and 63 actions, including some linked to heat waves, such as extending and
optimising information systems and agroclimatic risk management, incorporating adaptative actions to
reduce the risk of forest fires, developing monitoring systems of changes in productivity potentials, among
others (MINAGRI, 20241)).

Trade policy developments in 2023-24

In 2023, Chile signed three collaboration agreements with China, covering the following topics: organic
certification of agricultural products from both countries; electronic certification of agricultural products; and
stone fruit expansion protocol for peach and apricot. This last protocol is currently being implemented,
registering successful shipments of this type of fruit to the Asian country. In addition, the Advanced
Framework Agreement was signed between Chile and the European Union, and negotiations with the
countries of the European Free Trade Association (EFTA) were completed. In 2023, Chile also signed
agreements with Mexico for the entry of Chilean citrus under a systems approach protocol, and with Brazil
for the entry of Chilean pomegranates (MINAGRI, 20241)).

Policy context

Key economic and agricultural statistics

Agriculture’s weight in the economy accounted for 3.9% of GDP and 6.1% of total employment in 2022.
The sector has a dual structure, in which small-scale farms co-exist alongside a large-scale commercial
farm sector. Chile is an open trade country, which has helped it to become an important producer and
exporter of agricultural and food products such as fruits, vegetables, pig meat and wine. Chile is a net
exporter of agro-food products with a surplus of around USD 2.6 billion (excluding fish and forestry) in
2022. Agro-food products accounted for 14.2% of Chile’s total exports, and for 10.7% of its imports
(Table 7.2).
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Chile International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries

GDP (billion USD in PPPs) 145 592 0.4% 0.4%
Population (million) 15 20 0.4% 0.4%
Land area (thousand km2) 744 744 0.9% 0.9%
Agricultural area (AA) (thousand ha) 15110 10 596 0.5% 0.4%

All countries’
Population density (inhabitants/km2) 21 27 52 64
GDP per capita (USD in PPPs) 9440 29 866 9363 25965
Trade as % of GDP 22.3 33.6 12.3 16.6

Agriculture in the economy All countries’
Agriculture in GDP (%) 5.7 39 29 3.8
Agriculture share in employment (%) 14.1 6.1 - -
Agro-food exports (% of total exports) 17.0 14.2 6.4 8.0
Agro-food imports (% of total imports) 7.7 10.7 5.8 6.9

Characteristics of the agricultural sector All countries’
Crop in total agricultural production (%) 68 59 - -
Livestock in total agricultural production (%) 32 41 - -
Share of arable land in AA (%) 12 12 32 34

Note: *or closest available year.
1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAO database and national

data.

After a strong recovery in 2021 following the contraction due to the COVID-19 pandemic, Chile’s economy
encountered an important drawback as GDP did not grow in 2023; and the country’s unemployment rate
increased from 7.8% in 2022 to 8.5% in 2023. However, inflation decreased from 11.6% in 2022 to 7.5%

in 2023 (Figure 7.4).
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Figure 7.4. Chile: Main economic indicators, 2000 to 2023
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Sources: OECD statistical databases; World Bank, WDI; and ILO estimates and projections.

Chile’s agricultural and agro-food sector has been successful in adding value to the production of primary
commodities, by producing more differentiated products such as temperate fruits, and processed products
such as wine. In 2022, 86% of agro-food exports were products for final consumption, both primary and
processed, and only 14% were products for further industrial processing. Agro-food imports were mostly
processed products for consumption with a 56% (Figure 7.5).
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Figure 7.5. Chile: Agro-food trade
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Total Factor Productivity (TFP) has been the dominant driver for Chile’s growing agricultural production.
While output growth averaged 1.6% over the period 2012-21, slightly below the global average (1.9%),
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Chilean TFP growth averaged 2.3%, more than double the world average (1%). Agriculture accounts for
around 11% of Chile’s GHG emissions, similar to the OECD average. Around 6% of the total agricultural
land is irrigated (Figure 7.6; Table 7.3).

Figure 7.6. Chile: Composition of agricultural output growth, 2012-21
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Source: USDA Economic Research Service Agricultural Productivity database.

Table 7.3. Chile: Productivity and environmental indicators

Chile International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 4.0% 2.3% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha . . 32.1 28.2
Phosphorus balance, kg/ha . . 33 2.3
Agriculture share of total energy use (%) . 1.3 1.7 20
Agriculture share of GHG emissions (%) 19.3 10.6 8.7 101
Share of irrigated land in AA (%) . 55 - -
Share of agriculture in water abstractions (%) . . 47.0 49.5
Water stress indicator . . 8.7

Note: * or closest available year.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.
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Historical trends in agricultural policies

Prior to 1973, agricultural policies in Chile followed an import substitution industrialisation model, with
measures such as price and production controls for staples (e.g. wheat), import tariffs, and export
restrictions. Longstanding institutions were created in this period, including the Institute for Agricultural
Development (INDAP - the smallholders’ agency), the Agriculture and Livestock Service (SAG - animal
and plant health institute), INIA (agricultural innovation agency), and others. This period also saw land
reforms that provided land to small-scale farmers and landless people (Anderson, K. and Valdes, A.,
200712)).

Economic and agricultural policies shifted in 1973 with the military coup. Chile was the first country in the
developing world to adopt market oriented open-economy reforms and structural macroeconomic reforms.
These reduced the role of government in the economy and liberalised trade (OECD, 20083)).

From 1973-83, general reforms such as macroeconomic stabilisation were advancing more rapidly than
agricultural sector-specific reforms. However, marketing boards and price control agencies for agricultural
products were dismantled, import tariffs were reduced and export restrictions were lifted. From the mid-
1980s, the government took measures to improve competitiveness and stimulate production and exports,
with general services to the sector playing a central role. Several agricultural institutions related to
innovation and irrigation were created, but smallholder development, the environment and resource use
received little attention (Anderson, K. and Valdes, A., 20072)).

Since the restoration of democracy in 1990, agricultural policy focuses on three objectives: (1) increasing
competitiveness, (2) achieving more balanced agricultural development by better integrating poorer, less-
competitive, farmers into commercial supply chains, and (3) preserving the environment through
sustainable use of resources. Tariffs were further reduced and numerous Regional Trade Agreements
(RTAs) were signed, granting trade preferences to partners for agricultural products (OECD, 20083)). In
2022 the new government emphasised policies to address inequality issues in the sector, as well as on
sustainability and water management (Table 7.4).

Table 7.4. Chile: Agricultural policy trends

Period Broader framework Changes in agricultural policies
Prior to 1973 Import substitution industrialisation High import tariffs
model Price controls (e.g. minimum prices of main agricultural products such as wheat, fixed
Closed economy consumer prices, fixed marketing margins)

Export quotas, licenses and export bans on main staple foods
Subsidies to some producers (e.g. milk)
Interventions in input markets
Investments in agricultural infrastructure (e.g. slaughterhouses, storage and processing
facilities, roads)
Establishment of key agricultural institutions (e.g. INDAP, SAG, INIA, COTRISA)
Land reform
1973-1990 Reforms for trade liberalisation Removal of agricultural price controls
Dismantling of marketing boards and price control agencies, except for wheat, milk and
oilseeds
Rapid tariff reduction on most imports
Introduction of a uniform, non-discriminatory tariff system
Elimination of export restrictions
Establishment of price stabilisation mechanisms (price band systems) for imported
products (wheat, sugar and oilseeds)
Creation of further agricultural institutions (e.g. FIA, CNR)
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Period Broader framework

Changes in agricultural policies

1990-2022 Return to democracy continues with

open markets model

2022- present  More emphasis on inequality issues
addressing small-scale agriculture,
women, indigenous people and
youth.

Greater emphasis on sustainability

and water management.

Most Favoured Nation tariff reduction up to 1% by 2020 for all agricultural products
Many free trade agreements signed

Dismantling of the price band systems for sugar and oilseed

Increase in budgetary allocation to support smallholders and for investments in general
services

While the country continued with open markets, more emphasis on small-scale
agriculture has taken place, by providing greater resources to INDAP.

Law modifications on water management.

Law modifications on soil programmes

Development of National Strategy of Sovereignty for Food Security

Agriculture sustainability programmes.

After the almost total elimination of the market price support (MPS), producer support declined from close
to 10% of gross farm receipts at the end of the 1990s to below 4% throughout the 2010s, and averaged
2.26 for the period 2021-23. Support payments related to agricultural input use have partly replaced MPS,
and these are targeted to small-scale agriculture. More funding is also provided for the provision of general
services, which today account for half of Chile’s total support estimate to agriculture.

Figure 7.7. Chile: Development of the PSE and its composition, 1990 to 2023
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Payments not requiring production include Payments based on non-current A/An/R/I (production not required) and Payment based on non-
commodity criteria. Other payments include Payments based on non-current A/An/R/I (production required) and Miscellaneous payments.
Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://data-explorer.oecd.org/
https://data-explorer.oecd.org/
https://oecdch.art/c7bb1f3edd/CHL/c7/f7/y1990

| 193
References

Anderson, K. and Valdes, A. (2007), Distortions to Agricultural Incentives in Latin America, World (2
Bank, Washington DC,
http://documents.worldbank.org/curated/en/518211468170062688/Distortions-to-agricultural-
incentives-in-Latin-America.

MINAGRI (2024), OECD Annual Country Report. Government Report. (1]

OECD (2008), OECD Review of Agricultural Policies: Chile 2008, OECD Review of Agricultural (3]
Policies, OECD Publishing, Paris, https://doi.org/10.1787/9789264042247-en.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024



194 |

N China

Main findings

Support to agriculture

The share of support to agricultural producers in the People’s Republic of China (hereafter “China”)
averaged 14% of gross farm receipts in 2021-23. This is almost three times higher than in 2000-02 but
remains on par with average support (14.2%) between 2016 and 2019, when market interventions were
reformed for soybeans, rapeseed, cotton, and maize.

Market Price Support (MPS) remains the main form of support, generated through both domestic price
support policies and various border measures on imports. Overall, more than two-thirds of support to
producers is in the form of potentially most-distorting transfers, a consistent pattern since 2000-02.

Payments based on area planted have consistently increased since 2014 due to the reforms discontinuing
intervention prices for several key commodities. Area payments to maize and soybeans particularly
increased since 2020 to boost production in these sectors and meet higher demand for feed. Area
payments in the Agricultural Production Development programme continued to increase in 2023 to offset
rising inputs and production costs, while area payments for disaster relief increased following severed
flooding and crop damage across many regions of the country. These contributed to the overall increase
in budgetary support.

Producers of imported commodities (such as pig meat, milk, wheat, rice, cotton, soybeans, and sugar)
benefited from transfers equal to between 10.3% and 50.4% of commodity receipts in 2021-23. Prices
received by farmers were 14% higher than world prices on average in 2021-23. Higher domestic producer
prices than reference prices on average in 2021-23 indicate an implicit tax on consumers, with a
percentage consumer support estimate of -11.8%.

General services support amounted to 10.2% of total support to agriculture in 2021-23. These covered
three main categories of services: public stockholding; development and maintenance of infrastructure;
and the agricultural knowledge and innovation system. The General Services Support Estimate (GSSE)
represented 1.6% of the value of agricultural production.

The Total Support Estimate (TSE) for agriculture as a share of Gross Domestic Product (GDP) remained
stable and relatively high at 1.7% in 2021-23.

Key recent policy changes

China adopted a new Food Security Law at the end of December 2023, which came into force in
June 2024. The Food Security Law includes chapters on the protection of agricultural land from
urbanisation, grain production, grain reserves, grain marketing and processing, and access to food in
emergency situations. The law’s General Provisions stipulate that the national food security strategy is
based on self-reliance, guaranteed domestic production, moderate imports, and technological support.
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The 2024 No. 1 Document, released in February 2024, includes a specific focus on “green agriculture” that
promotes the integrated protection and restoration of rural ecosystems. The No. 1 Document calls for: a
reduction complemented by efficiency improvements in the use of chemical fertilisers and pesticides; the
promotion of circular farming models; an analysis and remediation of heavy metal pollution sources in
cultivated land; a reduction of antibiotic use in animal husbandry and the prevention and control of major
animal-borne diseases and key zoonotic diseases.

Minimum purchase prices were increased for wheat in September 2023 and for early indica rice in
February 2024. As of April 2023, the target price policy for Xinjiang cotton is extended for the period
2023-25 and caps the volume of Xinjiang cotton entitled to the subsidy at 5.1 million tonnes annually, down
from 5.4 million tonnes in previous years.

Payments for disaster relief increased significantly in 2023 in response to severe flooding and crop damage
across several regions. In June 2023, the Ministry of Finance (MOF) allocated CNY 200 million
(USD 27.8 million) following prolonged rain in Henan province, a major wheat producing region. In
August 2023, the MOF also allocated CNY 732 million (USD 102 million) in disaster relief funds to support
the recovery of agricultural production in nine provinces, following crop damage and flooding caused by
Typhoon Doksuri. In August 2023, the MOF allocated CNY 2.4 billion (USD 333 million) for northern
provinces following heavy rains and flooding that affected soybeans and maize producers.

China signed in 2023 several Free Trade Agreements (FTAs): with Ecuador (May 2023), Nicaragua
(August 2023), and Serbia (October 2023). Under these agreements, China will provide enhanced market
access for various agro-food products, such as bananas, cut flowers, cocoa, coffee, meat, sugar, peanuts.

Assessment and recommendations

e The sustained growth in agricultural output in China over the last decade has been increasing
pressures on natural resources such as land and water. Nutrient surplus intensities for nitrogen
and phosphorus remain at high levels. China has been introducing sustainable agricultural policies,
approaches and innovations, aiming to improve productivity and ensure food and nutrition security,
while balancing the need to restore soil health and reduce pollution associated with agricultural
production. However, these do not include measurable targets for sustainable productivity growth
and the situation remains challenging.

e More balanced agricultural support policies would help enhance innovation and long-term
sustainable productivity growth. Reforms introduced until 2019 (i.e. replacing intervention prices
for key crops with direct payments based on planted area and reducing minimum support prices
for wheat and rice) have been a step towards rebalancing this policy portfolio, encouraging sectoral
diversification, and starting to address the burden of public stockholding costs, which remain the
largest expenditure in general services support. Such reforms could be gradually extended to
include wheat and rice. If direct payments to farmers are maintained over a longer-term, the link
between these payments and production decisions should be loosened, for instance by providing
payments on a historical area basis, and ‘greened’ by making them conditional on environmentally
friendly production practices.

e Overall, long-term climate change adaptation efforts, such as collaborative planning and multi-
disciplinary research, could be better integrated with efforts to help farmers accommodate climate
risks in the short term, and those backing incremental changes in the medium term. China could
consider additional efforts to measure adaptation outcomes, such as assessing adjustments in
production practices done in demonstration areas.

e China’s Nationally Determined Contribution (NDC) recognises agriculture’s importance to its
economy-wide emissions-reduction target (peak CO:2 emissions by 2030) and its objective to
achieve carbon neutrality by 2060, but no targets have been set for agriculture. Nevertheless,
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several sector-specific policy efforts aim to mitigate greenhouse-gas (GHG) emissions, and the
monitoring of their impacts on GHG emissions should be improved against programme-specific
targets. The National Agriculture Green Development Plan 2021-25 can play a role by providing
the tools to monitor GHG mitigation practices at farm level and along the value chain.

To establish a solid framework for agri-environmental policies, China should define environmental
targets adapted to local ecological conditions and strengthen monitoring mechanisms for the
enforcement of environmental regulations. To this end, regular soil testing under the Soil
Environmental Information Platform and Monitoring System (part of the 2019 Soil Pollution
Prevention and Control Law) needs to be implemented and can set the stage for similar efforts
relating to water use in agriculture.

As water resource scarcity is projected to remain a major constraint to productivity growth in
Chinese agriculture, further efforts are necessary to improve water management. More specifically,
in implementing the 2021 regulation on groundwater conservation and protection, a comprehensive
review of water governance could better define responsibilities, remove conflicts, and ensure
effective policy implementation.

Public expenditures on general services increased but these have not kept pace with sectoral
growth. Restructuring public expenditure towards general services can be achieved by scaling
down input subsidies such as those to purchase farm machinery, and by ensuring that support
through direct payments has only a transitory role in supporting farmers’ adjustment to a new
market environment. Enhanced public investment in R&D can support more efficient use of variable
inputs and reduce environmental harm. Further investments in sanitary inspection and control
services will be necessary to implement the Food Safety Standards updated in 2023.

Reforms to land-transfer rules have contributed to the emergence over the last two decades of
large family farms, co-operative farms, and farms managed by agro-business companies. To
continue improving agricultural productivity, increased investments in education and training, and
enhanced access to financial services should complement these reforms.
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Figure 8.1. China: Development of support to agriculture

Figure 8.1A. China: Producer Support Estimate and its
composition
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://data-explorer.oecd.org/
https://data-explorer.oecd.org/
https://oecdch.art/583d3f887e/CHN/c8
https://oecdch.art/b657bf077b/CHN/c8
https://oecdch.art/18a967ff1f/CHN/c8
https://oecdch.art/35265e5c28/CHN/c8

198 |

Figure 8.2. China: Drivers of the change in PSE, 2022 to 2023
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are not calculated when both negative and positive market price support (MPS) occur at the commodity level for the previous year. Note that
negative MPS estimates for livestock products may arise in cases of aligned product prices if there is positive MPS for feed commodities.

Source: OECD (2024), “Producer and Consumer Support Estimates’”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Figure 8.3. China: Commodity-specific transfers (SCT), 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Table 8.1. China: Estimates of support to agriculture

Million USD
2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 270118 1911713 1832931 1972378 1929 829
of which: share of MPS commodities (%) 75.76 81.91 83.53 82.50 79.70
Total value of ption (at farm gate) 281331 2123101 2043278 2201 860 2124164
Producer Support Estimate (PSE) 14 354 277531 291133 277914 263 544
Support based on commodity output 7329 208 581 221005 209177 195 560
Market price support' 7329 205 247 217592 205 831 192 317
Positive market price support 11162 208 978 224099 210436 192 399
Negative market price support -3833 -3731 -6 507 -4 604 -82
Payments based on output 0 3334 3413 3346 3243
Payments based on input use 5684 18170 18 609 18232 17 669
Based on variable input use 1414 4410 4524 4422 4286
with input constraints 0 0 0 0 0
Based on fixed capital formation 3026 12077 12 363 12121 11747
with input constraints 0 0 0 0 0
Based on on-farm services 1244 1683 1722 1689 1637
with input constraints 0 0 0 0 0
Payments based on current A/An/R/I, production required 533 34523 34875 34190 34503
Based on Receipts / Income 533 1793 1370 1342 2667
Based on Area planted / Animal numbers 0 32730 33505 32849 31836
with input constraints 0 0 0 0 0
Payments based on non-current A/An/R/I, production required 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 370 15098 15 456 15153 14 686
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 370 15098 15 456 15153 14 686
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 438 1159 1189 1162 1127
Based on long-term resource retirement 438 1159 1189 1162 1127
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0
Miscellaneous payments 0 0 0 0 0
Percentage PSE (%) 5.18 13.96 15.27 13.59 13.17
Producer NPC (coeff.) 1.03 1.14 1.16 1.14 1.1
Producer NAC (coeff.) 1.05 1.16 1.18 1.16 1.15
General Services Support Estimate (GSSE) 11 861 31595 32335 31713 30736
Agricultural knowledge and innovation system 1347 4 461 4538 4492 4353
Inspection and control 349 2053 2102 2061 1997
Development and maintenance of infrastructure 3424 14110 14 445 14 161 13725
Marketing and promotion 0 419 429 421 408
Cost of public stockholding 6741 10 551 10 822 10579 10 253
Miscellaneous 0 0 0 0 0
Percentage GSSE (% of TSE) 45.03 10.23 10.00 10.24 10.44
Consumer Support Estimate (CSE) -8512 -250 637 -284139 -249 145 -218 625
Transfers to producers from consumers -8 688 -227 422 -255 179 -232923 -194 162
Other transfers from consumers -1119 -47 501 -59 128 -37 861 -45 514
Transfers to consumers from taxpayers 128 0 0 0 0
Excess feed cost 1167 24 286 30167 21639 21051
Percentage CSE (%) -3.03 -11.75 -13.91 -11.32 -10.29
Consumer NPC (coeff.) 1.04 1.15 1.18 1.14 113
C NAC (coeff.) 1.03 1.13 1.16 1.13 1.11
Total Support Estimate (TSE) 26343 309 125 323 469 309 628 294 280
Transfers from consumers 9807 274922 314 307 270784 239676
Transfers from taxpayers 17 655 81704 68 290 76 705 100 117
Budget revenues -1119 -47 501 -59 128 -37 861 -45 514
Percentage TSE (% of GDP) 1.97 1.72 1.82 1.72 1.64
Total Budgetary Support Estimate (TBSE) 19014 103 879 105877 103 797 101962
Percentage TBSE (% of GDP) 1.42 0.58 0.59 0.58 0.57
GDP deflator (2000-02 = 100) 100 377 362 385 384
Exchange rate (national currency per USD) 8.28 6.76 6.45 6.73 7.08

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I: Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commaodities for China are: wheat, maize, rice, rapeseed, soybean,
sugar, milk, beef and veal, sheep meat, pig meat, poultry, eggs, cotton, apples, groundnuts, peanuts, exported fruit and vegetables, and imported fruit and
vegetables.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

The No. 1 Central Document is the most important policy document in China, issued jointly by the Central
Committee of the Communist Party of China (CCCPC) and the State Council. This document determines
the most important policy issues and focus of the year. Issues related to agriculture, farmers and rural
areas have consistently been selected as the topic of this document since 2004.

Market price support is the main form of support to Chinese farmers. It is provided through both domestic
price policies, such as the minimum purchase prices for wheat and rice, and trade policies including tariffs,
tariff rate quotas (TRQs) and state trading. Budgetary transfers to producers of specific commodities
include compensatory and direct payments. Compensation payments cover the difference between pre-
determined target prices and actual market prices for cotton producers and are a combination of output
payments and area payments. Direct payments based on area planted are provided for soybeans and
maize producers. General services to the sector focus on developing agricultural infrastructure (including
irrigation and drainage facilities) (41% of total spending on general services in 2021-23) and public
stockholding of grains (35% in 2021-23). Support to agricultural knowledge and innovation is also
significant (15% in 2021-23).

The minimum purchase prices for wheat and rice are set every year by the National Development and
Reform Commission (NDRC) in consultation with the Ministry of Agriculture and Rural Affairs (MARA) and
other government institutions. Their application is limited to major wheat and rice producing provinces. The
minimum purchase prices for wheat and rice are announced before sowing seasons, and only apply for
several months after the harvest. The state-owned China Grain Reserves Corporation (Sinograin) and
other state-owned companies are mandated to make intervention purchases in case market prices fall
below specified thresholds. Only grain of national grade 3 or higher can be purchased by state-owned
companies at minimum prices." However, in exceptional situations where there are large volumes of grain
below grade 3, such as in cases of extreme weather events, provincial authorities can also purchase these
to be held as temporary reserves. Government procurement can begin only when the market price has
fallen below the minimum price for three consecutive days and must be suspended when the market price
rises above the minimum for three consecutive days. Ceilings on the volumes of grains procured at
minimum purchase prices during a marketing year have been set at 37 million tonnes for wheat (since
2019) and at 50 million tonnes for rice (since 2020).

The Agricultural Production Development programme combines a subsidy paid per hectare with direct
payments for grain producers, subsidies for agricultural inputs, and subsidies for improved seed varieties.?
Subsidies are also available for purchases of agricultural machinery, land consolidation, irrigation,
agricultural insurance, returning farmland to forests and excluding degraded grassland from grazing.

Innovation for sustainable productivity growth

The sustained growth in agricultural output in China over the last decade has been increasing pressures
on natural resources such as land and water. Primary agriculture is responsible for 6.7% of China’s gross
GHG emissions, slightly lower than the OECD average. Most agricultural emissions originate in livestock
farming (43%), followed by emissions from agricultural soils (34%) and rice planting (22%). While nutrient
surplus intensities for nitrogen and phosphorus have been declining over the past two decades, these
remain at high levels (see Policy context section below).
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Strategic planning

China aims to sustain high productivity and improve food and nutrition security while balancing the need
to restore soil health and reduce pollution associated to agricultural production. The focus is increasingly
on technological solutions to increase productivity while addressing environmental challenges.

The 14t Five-Year National Agriculture Green Development Plan 2021-252 includes the following climate
change mitigation policy objectives: 1) reduce usage and increase application efficiency of fertilisers and
pesticides; 2) build a green and low-carbon agri-food supply chain to improve production quality, efficiency,
and competitiveness; 3) carry out research and apply agricultural green production technologies such as
soil improvements and waste recycling; and 4)improve compensation mechanisms for ecological
protection using a price mechanism for “green agri-food products” (State Council, 20211)).

The National Agricultural Sustainable Development Plan 2015-30 sets goals and approaches to protect
natural resources and encourage sustainable farming practices. It targets improved production quality and
efficiency by setting priorities for different zones according to their capacity for agricultural production,
resource endowments, and ecological characteristics.

China ratified the Paris Agreement on Climate Change on 3 September 2016 and submitted its first
Nationally Determined Contribution (NDC) in 2016 and updated it in 2021. While there are no specific
targets for the agricultural sector, the role of agriculture, land-use change, and forestry is recognised in the
NDC. The commitments covered by the updated NDC are to: 1) have CO2 emissions peak by 2030 and
carbon neutrality by 2060; 2) to lower the carbon intensity of GDP to 65% below 2005 levels by 2030; 3) to
increase the share of non-fossil fuels to around 25% of primary energy consumption; 4) to increase forest
stock volume by 6 billion m? from the 2005 level; and 5) to bring total installed capacity of wind and solar
power to over 1.2 billion kW by 2030 (State Council, 2021¢2).

The 2016 NDC called for achieving zero growth in fertiliser and pesticide use by 2020, which MARA
reported as achieved in 2018. The NDC also sets broad objectives for controlling methane emissions from
rice fields and nitrous oxide emissions from farmland, as well as promoting efficient use of straw and
agricultural waste (UNFCC, 20213; Climate Action Tracker, 2021 4)).

The National Strategy on Climate Change Adaptation 2035 builds upon the 2014-20 adaptation strategy
in four areas: (1) greater emphasis on early-warning systems and risk management; (2) sectoral
adaptation tasks for agriculture and food security; (3) greater integration of national and regional adaptation
strategies; and (4) strengthening financial support, science and technological support, and international
co-operation on climate adaptation (State Council, 2022j5)). The national adaptation strategy considers
geographic characteristics and spatial planning to ensure implementation is tailored to a variety of contexts.

Programme implementation

The Soil Pollution Prevention and Control Law establishes systems for agricultural land classification and
management according to pollution levels and risks. The Ministry of Ecology and Environment (MEE)
together with MARA and the Ministry of Natural Resources (MONR) are establishing a soil environmental
monitoring system with a responsibility for local governments to conduct regular soil examinations.

Several forestry programmes, which target afforestation and improved forest management, support NDC
objectives of increasing the forest stock volume and GHG emission reductions in Land Use, Land-use
Change and Forestry (LULUCF). The Grain for Green programme, implemented since 2000, uses direct
payments to incentivise farmers to re-establish forest and shrub vegetation on sloped cultivated land at
risk of erosion.

The 2021 regulation on groundwater use sets out specific rules for the use, conservation, and protection
of groundwater with the objective to enhance groundwater supervision and management. The regulation
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designates areas where the exploitation of groundwater is prohibited and entitles provincial-level
authorities to address over-exploitation and pollution.

Research and innovation

An important approach is the use of demonstration zones to support the diffusion and adoption of
technologies and improved agricultural practices. As part of the National Agricultural Sustainable
Development Plan 2015-30, 220 dry-farming and water-saving agricultural demonstration areas were
established in north and northwest China to promote technologies such as:

e water storage and soil moisture conservation

e rainwater harvesting and supplementary irrigation
e ridge tillage and furrow irrigation

e soil-moisture based on on-demand irrigation

e water-saving irrigation

e water and fertiliser integration

e drought and climate stress resistance

e water-resource efficiency.

In 2018, MARA compiled the Guidelines on Green Development Technologies for Agriculture 2018-30.
These guidelines focus on the implementation of rural revitalisation strategies and sustainable
development strategies. They support accelerating technological innovation for the green development of
agriculture as well as improving the supply of green agricultural inputs and technologies. They also propose
building a green-oriented agricultural technology system by 2030 and increasing agricultural productivity
and resource use while steadily increasing yields.

Innovation in agricultural technology has been one of the major sources of agricultural productivity growth
in China. Some of the most impactful agricultural innovations include high-yield crop varieties (both
conventional and hybrid), Bt cotton, as well as innovative animal breeding and feeding management for
livestock. The fourteenth Five-Year Plan 2021-25 encourages R&D in agricultural sectors and increased
application and development of Internet of Things technologies for precision farming (e.g. monitoring crop
fields using sensors, automating irrigation systems).

Trial programmes in northeast China show that investment in conservation agriculture* has contributed to
reduced wind and water erosion in soils, enhanced soil fertility, preserved soil moisture, and increased
drought resistance. China has an objective to have 90 million ha of land farmed under a conservation
agriculture system by 2025 (about 70% of arable land). Investments in research and innovation supported
the development of tailored conservation agriculture practices for various climatic and soil conditions or
cropping systems, including the black soil region in northeast China, the Loess Plateau and the oasis
agricultural region in northwest China, the Huang-Huai-Hai double-cropping region, and the plain region
along the Great Wall in northern China.

The China Climate-Smart Staple Crop Production project has been helping select new crop varieties with
high yield and strong stress resistance. The project has also supported producers by optimising cropping
structures and improving agricultural infrastructure. Demonstration areas covered by the project include
applied new technologies, including fertigation technology,® drone direct seeding for rice, self-propelled
sprayers, electrostatic sprayers, rice-shrimp mixed farming, and green manure planting.
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Recent policy developments

Domestic policy developments in 2023-24

Developments in the legal, institutional and strategic framework

A new Food Security Law adopted a new Food Security Law at the end of December 2023, which came
into force on 1 June 2024. The Food Security Law includes chapters on grain production, grain reserves,
grain marketing and processing, food access in emergency situations, and the protection of agricultural
land from urbanisation. The law stipulates that the national food security strategy is based on self-reliance,
guaranteed domestic production, moderate imports, and technological support.

The December 2023 annual Central Rural Work Conference (CRWC) formulated the overarching policy
guidelines for agriculture and rural development in 2024. The 2023 CRWC reiterated that ensuring food
security remains the top priority of China’s agricultural and rural development policies. The conference set
the goal of producing more than 650 million tonnes of grain in 2024° by increasing yields as well as
farmland quality through subsidies for high-standard farmland,” with emphasis on the farmland in north-
eastern black soil areas and plain areas. In terms of ensuring access to grains for consumption, the CRWC
proposed to explore the establishment of an inter-provincial compensation mechanism between grain
producing and consuming provinces, supervised by central and provincial authorities.

In February 2024, the Central Committee of the Communist Party of China and the State Council jointly
released the annual No. 1 Central Document, outlining the priorities for rural revitalisation in 2024. The
document emphasises the importance of “solidifying the agricultural foundation and promoting
comprehensive rural revitalisation to advance China’s unique modernisation”.

To ensure food security, the 2024 No. 1 Document reaffirms the annual grain production target of 650
million tonnes, already included in previous years’ No. 1 Documents. The Document instructs local
authorities to pursue an integrated approach to farmland protection that simultaneously accounts for grain
quantity, quality, and farmland ecology. It also stresses the need to promote healthy diets. To achieve this,
the following areas of action are highlighted:

e Prioritisation of northeast China, the northern China plains, and other farming regions with
adequate water resources, for the construction of high-standard farmland. This includes improving
irrigation conditions, modernising agricultural facilities, and supporting recovery and reconstruction
of disaster-hit areas.

e Stricter farmland protection against illegal land use and improper transformation of degrade
farmland. The role of agricultural technology innovation support for accelerating the revitalisation
of the seed industry and for promoting the mechanisation of agriculture is stressed.

e Establishment of a comprehensive monitoring and early warning mechanism for the entire agro-
food supply chain.

e Improving the layout of grain storage facilities.

¢ Reducing food loss and waste across the agricultural value chain by establishing a regulatory
system that combines government supervision, industry self-discipline, and social supervision.

Regarding rural revitalisation, the No.1 Document highlights the Thousand Villages Demonstration, Ten
Thousand Villages Rectification project. Spanning two decades, the project has selected villages as
examples to showcase certain agricultural practices. Promoting the integration of primary, secondary, and
tertiary industries in rural areas is seen as a way to revitalise the rural economy, create jobs, and improve
rural incomes. Upgrading of agricultural product processing and high-quality rural logistics distribution is
also recommended to support the rural digital economy.
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Domestic price support policies and stockholding policies

In September 2023, the NDRC increased the 2024 minimum purchase price for wheat procurement from
CNY 2 340 (USD 330) in 2023 to CNY 2 360 (USD 332) per tonne. However, the minimum purchase price
was not triggered in 2023, as farmgate wheat prices remained above it. In February 2024, the NDRC
increased the minimum purchase price for early indica rice from CNY 2520 (USD 350) to
CNY 2 450 (USD 353); the minimum purchase price for mid-to-late indica rice remains unchanged since
2022.

Auctions to feed mills from stocks of rice produced before 2017 resumed from early August to
September 2023 after nearly a year of suspension. The nine rounds of auctions offered 2 million tonnes of
rice per week with a floor price of CNY 1 700 (USD 239). Of the 16.5 million tonnes of old stock paddy rice
offered in the auctions, 14.8 million tonnes were acquired.

Payments to producers

In April 2023, China published the Announcement No. 369 on Implementation Measures for Improving the
Target Price Policy for Cotton. This maintains a target price for Xinjiang cotton at
CNY 18 600 (USD 2 650) per tonne for the period 2023-25 and caps the volume of Xinjiang cotton entitled
to the subsidy at 5.1 million tonnes annually, down from 5.4 million tonnes in previous years. The
announcement also includes a provision allowing the State Council to make adjustments to the policy in
the case of significant changes in the cotton market. Subsidy funds from the central government will
continue to be distributed primarily based on production quantity with 5% based on quality and an additional
nominal amount allocated for a pilot insurance fee. In turn, the announcement does not mention subsidies
for other cotton-producing provinces. the announcement specifies that cotton produced on land not
reviewed and certified for cotton planting is ineligible for cotton subsidies.®

In April 2023, MARA allocated CNY 10 billion (USD 14.5 billion) to grain farmers. The funds were in
support of spring ploughing and production.

In June 2023, the Ministry of Finance (MOF) allocated CNY 200 million (USD 27.8 million) in disaster relief
funds to facilitate mechanical harvesting and drying of wheat. This followed prolonged rain in Henan
province, a major wheat producing region.

In August 2023, the MOF also allocated CNY 732 million (USD 102 million) in disaster relief funds to
support the recovery of agricultural production in nine provinces, following crop damage and flooding
caused by Typhoon Doksuri. The funds supported agricultural flood control and disaster relief efforts. They
also supported post-disaster agricultural production, and subsidised the procurement of seeds, fertilisers,
and pesticides, as well as provided operational services to help farmers resume agricultural activities and
repair affected facilities.

In addition, in August 2023, the MOF approved a one-time grant fund of CNY 2.4 billion (USD 333 million)
for the purchase of fertilisers and pesticides by maize and soybeans producers in the north of the country.
This support followed heavy rains and flooding that affected these crops in 2023.

Developments in the regulatory framework

In April 2023, MARA issued a three-year action plan to reduce soymeal use in animal feed. This initiative
aims to decrease dependence on soybean imports. The new strategy proposes reducing the percentage
of soymeal in animal feed to below 13% by 2025.°

In December 2023, MARA approved 37 genetically engineered (GE) maize seed varieties and 14 GE
soybean varieties for commercial production. MARA issued that same month 26 GE maize and soybean
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seed production and operation licenses beginning January 2024. In January 2023, MARA also approved
the import and use of six new varieties of genetically modified maize and two of soybeans.

The National Health Commission (NHC) updated the Administrative Measures for the Management of
Food Safety Standards, which entered into force in December 2023. The Measures provide an overview
of procedures and principles for the planning, development, and revisions of the food safety standards in
China. The revision aims to be consistent with current food safety principles that are science-based and
focused on risk control, to prioritise human health and to encourage co-ordination of national and local
authorities for standards development and management. Some important elements of the updated
Measures are:

e Integrating the management of regulations of national and local food safety standards into the
revised Measures

e Encouraging stakeholders to propose new national food safety standards
e Listing conditions when local food safety standards will not be filed with the NHC

e Setting out transition periods and requirements for the implementation of the new or revised
standards

e Requiring temporary quantity restrictions or testing methods for imported foods that do not yet
correspond to China’s national food safety standards.

Policies to facilitate climate change mitigation and adaptation in agriculture

In November 2023, China released the Methane Emissions Control Action Plan. The plan, jointly released
by 11 agencies, provides “key tasks” for methane emissions control in eight sectors, including agriculture,
through 2035."° The plan focuses on livestock and manure management, enteric fermentation in livestock,
and rice field management. However, many aspects of the plan mirror existing departmental plans such
as MARA'’s Implementation Plan for Carbon Reduction and Carbon Sequestration in Agriculture and Rural
Areas and does not include specific targets for emissions reduction.

The February 2024 No. 1 Central Document includes a specific focus on “green agriculture” by promoting
the integrated protection and restoration of rural ecosystems. The Document calls for:

e a reduction, complemented by efficiency improvements, in the use of chemical fertilisers and
pesticides

e the promotion of circular farming models
e an analysis and remediation of heavy metal pollution sources in cultivated land

e a reduction of antibiotic use in animal husbandry and the prevention and control of major animal-
borne diseases and key zoonotic diseases.

Trade policy developments in 2023-24

In October 2023, the Russian Federation (hereafter “Russia”) and China signed a 12-year grain supply
contract. Russia is to supply China with 70 million tonnes of grains, vegetables, and oilseeds. In
December 2023, China and Russia also amended the bilateral Protocol on Phytosanitary Requirements
and lifted restrictions on Russian shipments of maize, rice, soybeans, and rapeseed to China.!

On 5 August 2023, China removed the anti-dumping duties and countervailing duties on imports of barley
originating in Australia, which it had imposed mid-2020. Mid-December 2023, the General Administration
of Customs of China (GACC) announced trade-related suspensions would be lifted for three of Australia's
largest meat export establishments. The suspensions had been implemented in mid-2020 and early-2022.
Products from the three establishments are now permitted to be exported to China, pending final
administrative processes required by each side. Eight Australian meat export establishments remain
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suspended. Mid-April 2024, China also removed the anti-dumping and countervailing duties it had imposed
in March 2021 on imports of Australian bottled wine (in containers of 2 litres or less).

In 2023 and early 2024, China announced that the ban on beef imports originating in several EU countries
has been partially lifted (beef and beef products must be derived from cattle less than 30 months of age)
so that steps can be taken to reopen the market. This includes Poland and Belgium in 2023 and Ireland,
Spain and (partly) Germany in 2024. China has imposed a ban since 2000 on imports of EU beef products
due to the emergence of several cases of Bovine Spongiform Encephalopathy in several EU countries that
year.

In 2023, China signed several Free Trade Agreements (FTAs) with Ecuador (May 2023), Nicaragua
(August 2023), and Serbia (October 2023). Under the FTA with Ecuador, China will provide market access
for agricultural and fisheries products such as bananas, cut flowers, cocoa, coffee, and shrimp. Under the
FTA with Nicaragua, China will provide market access for various agri-food and seafood products such as
meat, seafood, sugar, peanuts, and rum. Under the China—Serbia FTA, more than 10 000 Serbian
products will benefit from duty-free access, including a wide range of agricultural goods.

In January 2024, China implemented a new tariff adjustment plan for 2024, which eliminated applied tariffs
on imports of sweetcorn seeds. This reduced the duty charged on imports from the 13% Most Favoured
Nation rate.

Several trade restrictive measures were also implemented in 2023. On 24 August 2023, GACC issued
Announcement No. 103 of 2023 (Announcement on Suspension of Import of Japanese Aquatic Products),
suspending all imports of aquatic products (including edible aquatic animals) from Japan. GACC
introduced the measures following Japan’s announced plans to begin releasing more than 1 million tonnes
of treated radioactive water from the Fukushima power plant into the Pacific Ocean.

In November 2023, the Ministry of Commerce (MOFCOM) announced that its overall fertiliser export quota
for 2024 would remain unchanged, at 13.65 million tonnes. The quota includes 3.3 million tonnes for urea,
6.9 million tonnes for diammonium hydrogen phosphate, and 3.45 million tonnes for compound fertiliser. '?

Policy context

Key economic and agricultural statistics

China has the world’s second largest population and the second largest land area. It is an upper-middle
income economy, with a GDP per capita — adjusted by PPP — close to 83% of the average of countries
covered by this report (Table 8.2). However, while counting almost 18% of the world’s population, it has
only 7% of the world’s potable water and 10% of the world’s agricultural land. China is thus a resource
scarce country, which results in severe competition between agriculture and other users of land and water
resources.

Agriculture remains an important part of China’s economy. It accounts for 22.6% of employment, but its
7.7% share of GDP indicates that labour productivity is significantly lower than in the rest of the economy.
Even if rural incomes are growing at high rates, they remain at around one-third of those in urban areas.

Crop production represents 62% of total agricultural output and its composition has changed significantly
over the last decades, driven by the shift towards higher value-added agricultural products such as fruit
and vegetables. While the average farm size remains less than one-hectare, large-scale production has
been developing rapidly, including among co-operative and corporate farms. North and northeast
provinces have seen more rapid farm consolidation than other regions, as increased labour mobility and
the transfer of land among farmers over the past three decades have led to adjustments in the farm
structure. Livestock production originates mostly from larger-scale commercial units (OECD, 2018ig)).
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China International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries

GDP (billion USD in PPPs) 3683 30091 9.2% 22.0%
Population (million) 1264 1426 29.5% 271%
Land area (thousand km2) 9425 9425 11.5% 11.4%
Agricultural area (AA) (thousand ha) 523 731 521 486 17.5% 17.9%

All countries’
Population density (inhabitants/km2) 132 149 52 64
GDP per capita (USD in PPPs) 2917 21476 9363 25965
Trade as % of GDP 19.3 17.2 12.3 16.6

Agriculture in the economy All countries’
Agriculture in GDP (%) 14.9 7.7 29 3.8
Agriculture share in employment (%) 50.0 22.6 - -
Agro-food exports (% of total exports) 4.8 19 6.4 8.0
Agro-food imports (% of total imports) 47 8.5 5.8 6.9

Characteristics of the agricultural sector All countries’
Crop in total agricultural production (%) 65 62 - -
Livestock in total agricultural production (%) 35 38 - -
Share of arable land in AA (%) 23 21 32 34

Note: *or closest available year.
1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAQO database and national

data.

Real GDP growth averaged 5.5% in 2021-23 (Figure 8.4). Economic activity in China picked up in 2023,
with a real GDP growth of 5.2%, driven by increased demand for services, resilient manufacturing
investment, and public infrastructure stimulus. China continues to experience one of the strongest
economic growth rates among G20 economies. Unemployment only slightly increased since 2020, as the
economy was supported by the COVID-19 fiscal support policies. Following an inflation rate close to 2%
in 2022 against a background of increasing international commodities prices and increasing input costs,

inflation dropped to 0.23% in 2023 reflecting weakening domestic demand.
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Figure 8.4. China: Main economic indicators, 2000 to 2023
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Sources: OECD statistical databases; World Bank, WDI; and ILO estimates and projections.

China has consistently and increasingly been a net agro-food importer since 2003, but agro-food exports
have been growing over the last two decades. While agro-food exports stabilised since 2018, agro-food
imports have been increasing at a higher rate during this period. The significant increase in agro-food
imports since 2020 has been driven by higher imports of grains and oilseeds, particularly maize and
soybeans, as well as higher pig meat imports. However, imports grew at a slower pace in 2022 amid
slowing consumption and increasing domestic supplies of grains and livestock products. Primary products
used as inputs in the domestic food industry dominate China’s agro-food imports, representing 46% of the
total in 2022. In turn, primary and processed products for final consumption are key export categories,
accounting for 67% of total agro-food exports (Figure 8.5). Over the last two decades, China has developed
into the largest importer of agricultural products in the world. With rising consumption and limited capacity
to increase its domestic production due to arable land and water scarcity, China increasingly meets its
demand through imports. In this context, its agricultural policy setting — including price and storage
measures for some commodities — can have important impacts on world prices.
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Figure 8.5. China: Agro-food trade

Agro-food trade, 2000-2022 (Billion USD)

250

200

150

100

0 nnlnlllll“ll“lllllll IIl II|I
2000 2005 2010 2015 2020

- Agro-food exports - Agro-food imports

Composition of agro-food trade, 2022 (Percentage)

0 10 20 30 40 50 60 70 80 20 100

Export 14
Import 9 %
Primary for consumption - Processed for consumption Primary for industry

- Processed for industry

Note: Numbers may not add up to 100 due to rounding.
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Agricultural output growth in China averaged 1.7% in 2012-21, on par with the world average (Figure 8.6).
This has been driven by growth in total factor productivity (TFP) of 1.9% per year, higher than the global
average and largely attributed to farm consolidation and increased mechanisation of production. The
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contribution of primary factor growth to agricultural output growth (0.1%) is lower than the world average
(0.4%).

The sustained growth in agricultural output is exerting pressures on natural resources such as land and
water. While nutrient surplus intensities for nitrogen and phosphorus have been declining over the past
two decades, these remain at high levels, particularly for phosphorus relative to the OECD average
(Table 8.3). Agriculture remains the main user of water, accounting for 63% of total water abstraction, well
above the OECD average.

Figure 8.6. China: Composition of agricultural output growth, 2012-21
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Source: USDA Economic Research Service Agricultural Productivity database.

Table 8.3. China: Productivity and environmental indicators

China International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 4.4% 1.9% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 411 26.6 321 28.2
Phosphorus balance, kg/ha 9.8 9.8 33 2.3
Agriculture share of total energy use (%) 24 1.9 1.7 20
Agriculture share of GHG emissions (%) 9.8 6.7 8.7 10.1
Share of irrigated land in AA (%) 10.3 13.3 - -
Share of agriculture in water abstractions (%) 68.8 63.0 47.0 49.5
Water stress indicator 19.3 19.9 8.7

Note: * or closest available year.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.
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Historical trends in agricultural policies

The evolution of China’s agricultural policy objectives reflects the changing role of agriculture at different
stages of economic development. In the 1950s and 1960s, the agricultural sector was taxed to support the
industrial sector’s development. In the late 1970s, China initiated an important economic transformation
process, implementing reforms towards a market-oriented economy including for the agricultural sector
(OECD, 2005[7;; OECD, 2018g)). More specifically, China implemented its first rural reform, the household
responsibility system (HRS), during 1978-84. This dismantled the people’s communes and contracted
cultivated land to individual households, mostly based on the number of people or labourers in the
household.®

Until the late 1990s, agricultural policies focused on increasing food production, particularly grains, through
the provision of fertiliser and other input subsidies to farmers. At the same time, policy actions targeted
deregulation and diversification of marketing channels. Central and local governments increased support
for irrigation.

Liberalisation of international trade started in the early 1990s with the relaxation of trade restrictions,
allowing private traders to play a role in agricultural commodity markets. In the context of China’s WTO
accession in 2001, the average import tariff for agricultural products fell from 42% in the early 1990s to
12% in the early 2000s.

In the 2000s, the growing income gap between urban and rural populations, and between developed and
underdeveloped rural areas became an important policy issue. Increasing farmers’ income was made a
key policy objective together with food self-sufficiency in several of the No. 1 Central Documents during
the 2000s.' Several new policies were introduced in this period to meet these objectives. These included
minimum purchase prices for grains, and a system for temporary purchase and storage of production, as
well as subsidies for agricultural materials, superior crop varieties, and agricultural insurance premiums.

Many of the No. 1 Central Documents also emphasised other policy goals, such as ensuring the quality of
agricultural products and food safety, enhancing agricultural competitiveness, and protecting agricultural
ecosystems. In the early 2000s, China introduced agri-environmental payments under programmes such
as “Grain for Green” (officially called the Returning Farmland to Forests Programme), Grassland Ecological
Protection, and other programmes helping to convert grazing land to grassland.

In 2014, land reforms clarified village collective landowner rights, individual household land contract rights,
and land operation rights through the “three rights separation system”. These reforms consolidated farm
operations and spurred productivity growth. To control the conversion of farmland for non-agricultural use,
a “red line” on arable land was set at no less than 124.3 million ha in the 2016 Adjusted Scenario of the
Outline of the National Overall Planning on Land Use.

The government-led Temporary Purchase and Storage Policy for Cotton, Soybeans and Rapeseed at Pre-
determined Prices was reformed in 2014-15, and in 2016 for maize. For cotton, this was replaced by
deficiency payments covering the difference between pre-determined target prices and actual market
prices. For soybeans and maize, it was replaced by direct payments based on area planted. In 2016 all
subsidies on grain, seed and aggregate inputs were merged into a single general income support payment.
While wheat and rice remained subject to the minimum price procurement programme, support prices were
gradually reduced between 2015 and 2019. Since the COVID-19 pandemic, the minimum support price
was increased again for indica rice and wheat.

A rural revitalisation strategy was introduced in 2017 to close the urban-rural development gap. This
strategy relies on support to general services as a means to develop agri-food supply chains.

In March 2021, the Central Committee of the Communist Party of China (CCCPC) released the fourteenth
Five-Year Plan 2021-25 for National Economic and Social Development. The plan outlines specific key
priorities for agriculture modernisation:
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e Enhancing food security, including by safeguarding a minimum arable land area of 120 million ha.

e Maintaining subsidies for grain producers and increasing minimum purchase prices for wheat and
rice as appropriate.

e Implementing high-standard infrastructure and conservation projects, which could also advance
the development of green agriculture.

¢ Investing in innovative farm technologies and smart agriculture systems, including with respect to
seeds and animal breeding.

e Improving pest and disease control systems.

In November 2021, the State Council issued the fourteenth Five-Year Plan for Promoting Agricultural and
Rural Modernization 2021-25 setting the mid-term food security objective of maintaining annual production
of grains at a minimum of 650 million tonnes and of meat at 89 million tonnes. The plan also emphasises
consolidating the achievements of poverty reduction in rural areas, supporting agricultural innovation and
seed development, and conducting new surveys on agricultural production costs to adjust agricultural
insurance programmes and subsidies.

Table 8.4. China: Agricultural policy trends

Period Broader framework Changes in agricultural policies

Prior to 1978 Centrally planned economy Centralised control of agricultural activities
Collective and commune-farmer land systems
Production, marketing and price controls, implicitly taxing agriculture
Investments in irrigation systems and extension services
State agricultural trading firms and high tariffs

1978-1999 Initial reforms to the centrally planned Collective and commune land system dismantled, household responsibility

economy system set up for land use

Some regulatory reforms in agricultural marketing
State Grain Authority ensuring food availability and affordability to the population
Public stockholding, food price subsidies to urban consumers
Fertiliser and input subsidies

2000-2009 Improving farmers’ incomes and food Increase in spending on agricultural research and development
self-sufficiency key policy objectives Technical assistance services
Further trade liberalisation Input subsidies, implicit credit subsidies

Increasing allocations to the “Grain for Green” conservation programme
Input and output markets increasingly allowing participation of private traders
WTO accession in 2001, free trade agreements signed, reduction of tariffs
Minimum purchase price system for grains
Temporary purchase and storage policy established for selected commodities
2010-2014 Increasing support to agriculture Increasing minimum purchase prices, and larger set of commodities covered by
the temporary purchase and storage system
Agricultural insurance premium subsidies
Since 2014 Policy efforts to adjust the price support Continued reforms in land transfer rules
system and respond to agricultural National Agricultural Sustainable Development Plan 2015-2030
productivity and sustainability challenges  Agricultural support and protection subsidy payments per area since 2015
(currently “Agricultural Production Development” programme)
2017 National strategy on “rural revitalisation”
Dismantling of price support systems for cotton, soybeans, rapeseed, maize;
introduction of direct payments based on area
Gradual decrease in support prices for wheat and rice during 2015-19; increases
since the COVID-19 pandemic in support prices for indica rice and wheat
Enhanced focus on food security through the No. 1 Central Document since 2022
Food Security Law entered into force in 2024

At the end of the 1990s, China’s support to the agricultural sector mostly comprised of budgetary
allocations, while market price support (MPS) was negative. Budgetary allocations went to input subsidies
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and general services to the sector. However, since 2002, MPS increased and became the main instrument
to support agricultural producers. After 2009, China continued to increase its minimum support prices,
leading to significant price gaps between domestic and international markets. Support to farmers increased
until 2015, when policy reforms for commodities such as rapeseed, soybeans, cotton and maize
contributed to lowering MPS. Fluctuations in producer support levels since 2019, particularly market price
support (MPS), are linked to the evolution of international versus domestic prices. The increase in producer
support from 2018 to 2021 was largely driven by a significant increase in MPS for grains and oilseeds
against a backdrop of domestic prices rising faster than border prices. Minimum purchase prices for wheat
and rice have gradually increased since the COVID-19 pandemic. Constraints in the supply of groundnuts
as well as maize and soybeans for animal feed led to large increases in domestic prices and imports for
these commodities in 2020 and 2021. In addition, domestic prices for livestock commodities such as beef
or poultry meat have been increasing due to more demand for these products in response to tighter
supplies of pig meat in these years. As reference prices increased faster than domestic prices in 2021-22,
particularly for wheat, maize, milk, pig meat and other meat products, producer support decreased once
again. Between 2022 and 2023, China improved its production capacity for livestock products, particularly
pig meat and dairy products, while grains output also continued to increase. These trends in production,
combined with an overall weakening domestic demand, have been exerting downward pressure on
domestic prices and driving a slowdown in imports for many commodities. Against this backdrop, producer
support remained stable at 13.2% in 2023. MPS accounts for more than two-thirds of PSE, followed by
budgetary support for payments based on current area and input subsidies (Figure 8.7).

Figure 8.7. China: Development of the PSE and its composition, 1993 to 2023
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Notes

' This adjustment to the price floor guarantee was introduced in 2018. The quality grade standard is divided
into five grades plus a “sub-standard” category.

2 This programme was previously called the “agricultural support and protection subsidy”.

3 This is issued jointly by MARA, the NDRC, the Ministry of Science and Technology (MOST), MONR,
MEE, and the State Forestry and Grassland Administration.

4 Conservation agriculture is a cropping system that can help prevent soil degradation while regenerating
degraded lands.

S Fertigation technology suggests sprinkling fertilisers into the precision irrigation system from reservoirs
with water-soluble fertilisers. This is typically done with injectors and a pressure-controlled valve. Most
fertigation systems are equipped with sensors to measure pH levels and electric conductivity.

6 The National Bureau of Statistics data indicates that China’s grain production has been above
650 million tonnes per year for the last nine years.
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" High-standard farmland refers to a set of measures from land consolidation to irrigation infrastructure to
improve farmland yields and lay the foundation for mechanised agriculture. China estimates 66.7 million ha
are of high-standard and aims to turn all agricultural area into high-standard.

8 In late June 2023, the Xinjiang Production and Construction Corps (XPCC) issued its own policy to phase
out cotton farming on some lands in 2024 (the notice on the issuance of the “Xinjiang Production and
Construction Corps Cotton Target Price Policy Implementation Plan for 2023-25” is available at:
http://www.xjbt.gov.cn/c/2023-07-04/8288039.shtml).

% This would be 1.5 percentage points below the 2022 level.

10 Including the Ministry of Ecology and Environment of China (MEE), the Ministry of Foreign Affairs
(MOFA), the National Development and Reform Commission (NDRC), the Ministry of Science and
Technology (MOST), the Ministry of Industry and Information Technology (MIIT), the Ministry of Finance
(MOF), the Ministry of Natural Resources (MNR), the Ministry of Housing and Urban-Rural Development
(MHURD), the Ministry of Agriculture and Rural Affairs (MARA), the Ministry of Emergency Management
(MEM), and the National Energy Administration (NEA).

" Previously, exports were allowed only from the Primorsk, Transbaikal, and Khabarovsk territories, the
Amur Region, and the Jewish Autonomous Region in Russia. In mid-December 2023, Russia started
sending containers of soybeans and barley to China via the New Land Grain Corridor.

12 |n addition, in November 2023, the China Nitrogen Fertilizer Industry Association issued a statement
urging its members to prioritise supplying domestic markets, including by withdrawing export applications
and goods that have been shipped or collected at ports.

13 Although ownership of land remained collective, control and income rights belonged to individuals under
the HRS, with a land contract term of 15 years. When this ended in the late 1990s, the second term was
extended to 30 years.

4 Self-sufficiency was interpreted to mean that China should produce 95% of its own grain requirements.
The Chinese self-sufficiency rate for grains is defined as the total production of wheat, coarse grains and
rice divided by total domestic consumption of these crops (OECD, 20057).
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s Colombia

Main findings

Support to agriculture

Colombia’s producer support estimates (PSE) averaged 6% of gross farm receipts during 2021-23, well
below the OECD average of 13.7%, and much lower than in 2000-02 (25%). Producer support experienced
a sharp decrease over the past two decades due to trade liberalisation, the reduction on import tariffs of
key agricultural products and the temporary suspension of the Andean Price Band System (SAFP) for
some agricultural commodities.

Market Price Support (MPS) continues to be the dominant form of support, accounting for 81.5% of the
PSE in 2021-23. MPS is driven by border measures for a range of agricultural products and represents the
only form of Single Commodity Transfers (SCT). SCT are particularly high for rice, pig meat, eggs, sugar,
and maize. Prices received by farmers were 5% higher than border prices during the period 2021-23.

Budgetary support to farmers accounted for the remaining 18.5% of PSE in 2021-23, mostly in the form of
input subsidies. This includes measures such as preferential interest rates for credit, subsidised agricultural
insurance premiums, and subsidies for the acquisition of inputs like fertiliser and seeds. Subsidies are also
provided for on-farm services, such as technical assistance, and for on-farm fixed capital formation such
as machinery and equipment.

Budgetary outlays to general services for the sector (General Service Support Estimate, GSSE) have
increased from 1.4% to 1.7% of the value of agricultural production between 2000-02 and 2021-23 but
remain below the OECD average of 3.3%. Support for general services focuses on infrastructure,
agricultural research and knowledge transfer, and on-farm restructuring (e.g. land formalisation, rights, and
access). Total support to the sector (Total Support Estimate, TSE) accounted for 0.6% of Gross Domestic
Product (GDP) in 2021-23.

Key recent policy changes

In 2023, the Integral Rural Reform continued with land formalisation and regularisation. By the end of
March 2024, 1 107 420 ha have been formalised or undergone restitution. In 2023, budgetary support was
redirected to small-scale farmers, beneficiaries of land reform, to finance projects involving technology
adoption, irrigation, agricultural extension, financing, and infrastructure, with the aim of facilitating access
to productive land and financial instruments.

The Public Policy for Reindustrialisation was approved in 2023 with the objective of promoting a
knowledge-based, productive, and sustainable economy by fostering the production of goods and services
with higher added value, including in agriculture. To achieve this initiative, as well as the land reform,
Colombia is redirecting and increasing budgetary allocations to providing more technical assistance to
farmers, facilitating access to financing by providing credit at preferential rates, improving regulatory
frameworks, and promoting innovation.
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Colombia made several changes to its agricultural tariffs. While the suspension of import tariffs for
163 products that are part of the basic household basket expired in December 2023, import tariffs of wheat
and peanut were maintained until end 2024. Import tariffs elimination on all agricultural inputs, including
fertilisers, remained in force until May 2024, with the possibility to extend it to December 2024.

Assessment and recommendations

e Agricultural sustainable productivity growth has as a main framework the National Agricultural
Innovation System (SNIA) and institutions such as AGROSAVIA, and even when their strategies
and roles for sustainable productivity are relatively well designed, their implementation and reach
remain very limited. The innovation system, knowledge transfer and technology adoption efforts
need to better match farmers’ needs, particularly the small-scale farmers. This can be done by
investing in the public extension services to address not only sustainable production systems for
different agricultural products but also market and entrepreneurial capacities.

e The environmental performance of the sector, including biodiversity, water use, and forest
management should be considered more systematically in agricultural policy design. The country
should consider the use of land-management instruments like zoning to identify which products are
best suited for specific areas, depending on the soil, water, and agroclimatic conditions, this would
support better the land reform process.

e Land reform is a first step towards sector development and this process should be accelerated and
scaled up. This can be done in part by upgrading the multi-purpose cadastre system and
accelerating the registration and allocation of land rights. Land rights contribute to long-term growth
in the agricultural sector by stimulating private investment and help promote the development of
rural areas.

e Land reform needs to be accompanied by broader provision of general services to foster
productivity and competitiveness and ensuring the sector’s sustainable development. This includes
improved hydrological infrastructure for irrigation; transport infrastructure; digital infrastructure,
research, development, and innovation capacity; animal and plant health protection and control
services; promotion of the sustainable use of natural resources; and national and functional
extension, training, and technical assistance systems that foster technology adoption and promote
farmers’ co-operatives.

e Carrying out an impact assessment of agricultural-support programmes, considering economic,
environmental and social objectives would help guide further improvements. Some current
programmes have broad scope and are implemented through a bundle of policy instruments with
unclear impact.

e« Colombia’s efforts in climate-change adaptation concentrate on emergency relief, planning, and
strategies. However, more can be done to make the sector more climate resilient. Defining specific
actions for climate-change adaptation as part of existing policy frameworks and guidelines will help
to foster long-term sector resilience.
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Development of support to agriculture

Figure 9.1. Colombia: Development of support to agriculture

Figure 9.1A. Colombia: Producer Support Estimate and its Figure 9.1B. Colombia: Ratio of producer to border price
composition
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-
explorer.oecd.org/.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://data-explorer.oecd.org/
https://data-explorer.oecd.org/
https://oecdch.art/583d3f887e/COL/c9
https://oecdch.art/b657bf077b/COL/c9
https://oecdch.art/18a967ff1f/COL/c9
https://oecdch.art/35265e5c28/COL/c9

1219

Figure 9.2. Colombia: Drivers of the change in PSE, 2022 to 2023
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Note: % change of nominal Producer Support Estimate expressed in national currency. The producer price change and the border price change
are not calculated when both negative and positive market price support (MPS) occur at the commodity level for the previous year. Note that
negative MPS estimates for livestock products may arise in cases of aligned product prices if there is positive MPS for feed commodities.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-

explorer.oecd.org/.

Figure 9.3. Colombia: Commodity-specific transfers (SCT), 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-
explorer.oecd.org/.
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Table 9.1. Colombia: Estimates of support to agriculture

Million USD
2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 10 565 27966 27149 27487 29 263
of which: share of MPS commodities (%) 80.75 88.62 80.90 91.49 93.45
Total value of ption (at farm gate) 7938 23 059 21956 23165 24 055
Producer Support Estimate (PSE) 2630 1692 1013 1257 2805
Support based on commodity output 2544 1335 671 948 2385
Market price support' 2544 1335 671 948 2385
Positive market price support 2550 1376 751 989 2386
Negative market price support -6 -41 -80 -41 -1
Payments based on output 0 0 0 0 0
Payments based on input use 86 357 342 309 419
Based on variable input use 53 228 199 193 293
with input constraints 36 196 163 166 257
Based on fixed capital formation 16 59 68 51 58
with input constraints 3 23 30 23 17
Based on on-farm services 17 69 75 65 68
with input constraints 5 44 45 44 44
Payments based on current A/An/R/I, production required 0 0 0 0 0
Based on Receipts / Income 0 0 0 0 0
Based on Area planted / Animal numbers 0 0 0 0 0
with input constraints 0 0 0 0 0
Payments based on non-current A/An/R/I, production required 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 0 0 0 0 0
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 0 0 0 0 0
Based on long-term resource retirement 0 0 0 0 0
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 0 0 0 0 0
Miscellaneous payments 0 1 0 0 1
Percentage PSE (%) 24.96 6.09 3.68 4.52 9.45
Producer NPC (coeff.) 1.32 1.05 1.03 1.04 1.09
Producer NAC (coeff.) 1.33 1.06 1.04 1.05 1.10
General Services Support Estimate (GSSE) 154 474 515 270 637
Agricultural knowledge and innovation system 49 117 274 24 53
Inspection and control 9 33 33 27 40
Development and maintenance of infrastructure 95 299 187 206 505
Marketing and promotion 0 24 21 13 39
Cost of public stockholding 0 0 0 0 0
Miscellaneous 1 0 0 0 1
Percentage GSSE (% of TSE) 5.51 21.53 33.72 17.711 18.52
Consumer Support Estimate (CSE) -2318 -1504 -904 -1119 -2490
Transfers to producers from consumers -2087 -1259 -678 -891 -2207
Other transfers from consumers -248 -254 -233 -237 -293
Transfers to consumers from taxpayers 0 0 0 0 0
Excess feed cost 16 9 7 9 9
Percentage CSE (%) -29.49 -6.64 -4.12 -4.83 -10.35
Consumer NPC (coeff.) 1.42 1.07 1.04 1.05 112
C NAC (coeff.) 1.42 1.07 1.04 1.05 1.12
Total Support Estimate (TSE) 2784 2166 1528 1527 3443
Transfers from consumers 2335 1513 911 1128 2499
Transfers from taxpayers 697 908 850 636 1236
Budget revenues -248 -254 -233 -237 -293
Percentage TSE (% of GDP) 2.85 0.64 0.48 0.44 0.95
Total Budgetary Support Estimate (TBSE) 240 832 858 579 1058
Percentage TBSE (% of GDP) 0.25 0.24 0.27 0.17 0.29
GDP deflator (2000-02 = 100) 100 303 271 309 330
Exchange rate (national currency per USD) 2297.16 4109.87 3744.32 4 258.61 4 326.69

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I; Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Colombia are: maize, rice, sugar, milk, beef and veal,
pig meat, poultry, eggs, bananas, plantains, coffee, palm oil and flowers.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

Agricultural policy in Colombia is shaped by Agricultural and Rural components under the National
Development Plan (PND). The PND 2022-2026, “Colombia World Power of Life,” prioritises sustainable
rural development by:

e formalising land tenure and land reform
e strengthening agricultural planification processes

e providing access to productive factors such as irrigation, extension, financing, technology,
connectivity

e promoting associative models for small-scale producers and productive inclusion
e developing better supply chains and reducing intermediation
o establishing climate smart adaptation strategies in agricultural production.

Preferential interest rates for agricultural credit, for working capital, marketing and investment, are provided
through the Financing Fund for the Agricultural Sector (FINAGRO), a second-tier bank. In addition, the
National Agricultural Credit Commission (CNCA), which is the governing body of the National Agricultural
Credit System (SNCA), annually defines the financing policy for the agricultural sector, highlighting the
instruments of special lines of credit and microcredit (LEC/LEM), incentive for rural capitalisation (ICR), the
agricultural guarantee plan (FAG) and the agricultural risk management plan, which is fully operated
through the agricultural insurance incentive (ISA), for which the government subsidises up to 95% of the
cost of insurance premiums for small-scale producers.

Input subsidies are aimed at farm improvements. Through programmes like the Integral Projects for
Agricultural Development (Entrepreneurial Agriculture) subsidies are given mostly for investments related
to drainage and on-farm irrigation infrastructure, other fixed capital formation, as well as for technical
assistance. The Fund for Agricultural Promotion (Fondo de Fomento Agropecuario) provides co-financing
for projects to strengthen technology transfer, research, and modernisation activities, and to improve
productive, physical, and social infrastructure in rural areas. The Productive Alliances programme focuses
on small-scale farmers and provides subsidies for various inputs. Farmers also benefit from subsidies for
the services of animal and plant health control.

The Andean Price Band System (SAFP) establishes a floor price (lower band) and a ceiling price (higher
band) for a list of products. When the international price is below the floor price, an additional import duty
is imposed, and when the international price exceeds the ceiling price, a tariff reduction is granted. The
SAFP applies to 13 commodities (rice, barley, yellow maize, white maize, soybeans, wheat, unrefined
soybean oil, unrefined palm oil, unrefined sugar, refined sugar, milk, chicken cuts, and pig meat as well as
to the first stage processed products derived from these commaodities. However, over the years, the SAFP
has been suspended for rice, milk and white maize and replaced by tariffs, which have been reduced or
suppressed due to COVID-19; as well as the SAFP for wheat which has been temporarily suspended.

Price Stabilisation Funds (FEPs) also use price bands to stabilise farm income. This fund provides
payments to producers when the selling price of a product falls below a minimum (floor price). When the
sales price of a product is higher than an established maximum (ceiling price), producers contribute to the
FEPs. FEPs are funded through producer own resources and function as price-setting mechanisms that
raise domestic producer prices above international prices. The ceiling and floor prices are established by
a council formed by stakeholders and government based on selected international prices for each product,
while payments and charges to producers are based on a reference market price. FEPs are financed and
administered by producer associations and apply to seven products, including cotton, cocoa, palm oil,
sugar, beef, and milk.
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Public investments in general services focus on farm restructuring, agricultural research and extension
services, as well as inspection and control. Moreover, efforts under the framework of the Peace Agreement
on the provision of rural public goods and services have increased the amount of land with formal tenure,
improved irrigation-drainage, and provided technical assistance.

Innovation for sustainable productivity growth

Colombia’s Integral Rural Reform includes sustainable productivity as one of its key components. To
enhance land productivity, the government provides the productive factors necessary for agricultural
production such as irrigation equipment, and extension services, but also rural goods and services such
as electricity, drinking water, housing, education, health, roads, or digital connectivity. Moreover, key focus
areas include:

e promoting associative models that facilitate collective efforts and knowledge sharing among
producers

o food research programmes and initiatives that explore new high-nutrient products

¢ strengthening production and marketing schemes by directing efforts toward enhancing production
systems and optimising marketing strategies (MADR, 20241)).

The National Agricultural Innovation System (SNIA) serves as a framework for co-ordinating and fostering
research, development, and innovation activities for the sustainability of the agricultural sector. One of its
primary focuses is the promotion of territorial agricultural innovation systems, designed to address the
specific needs and characteristics of each region and to ensure that the solutions developed are
sustainable, effective, and directly applicable to the distinct challenges faced by rural areas. Additional
co-ordination efforts encourage collaboration among universities, research centres, the private sector, and
farmers, to accelerate the innovation process, to efficiently implement technological processes and
sustainable advancements, which directly benefit rural communities.

Departmental agricultural extension plans complement the SNIA. These plans set priorities for the public
agricultural extension services based on the sustainability needs and characteristics of each territory. This
targeted approach helps to align policies and actions with local conditions and the specific requirements
of rural communities in different regions.

The Colombian Agricultural Research Corporation (AGROSAVIA) is the main institution related to
agricultural innovation. It is a decentralised public entity that works on the generation of scientific
knowledge and agricultural technological development through scientific research, adaptation of
technologies, transfer and advice. Extension services are guided by the Public Services of Agricultural
Extension (SPEA), and an important part of extension services in the country is provided by the Rural
Development Agency monitor by the Ministry of Agriculture. Technical assistance is also provided through
programmes implemented by different public agencies and private companies (MADR, 20241)).

Recent policy developments

Domestic policy developments in 2023-24

In 2023, the Integral Rural Reform continues to strengthen under the framework of the Agreement for the
Termination of the Conflict. With the modifications in articles 51 and 52 of Law 2294 of 2023 and
Decree 1406 of 2023, the reach of the agrarian reform goes beyond land issues and aims at improving the
quality of life of rural people in general, and in particular marginalised populations, while guaranteeing
territorial rights. This reform is based on land democratisation, anchored in access, formalisation, and
regularisation of property rights. Its strategies include the development of productive projects involving
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technology adoption, irrigation, agricultural extension, financing, and infrastructure; which aims to facilitate
access to productive land and financial instruments. In 2023, additionally, intersectoral strategies with
territorial impact were designed and implemented to enhance economic productivity, social convergence,
and the execution of National Sectoral Plans for regional integration. The reform encompasses the entire
rural population, including producer communities, black communities, Raizales, and indigenous peoples.
It also emphasises gender mainstreaming, ensuring equal conditions and rights for the rural woman, and
aims to promote total peace with a territorial focus (MADR, 2024).

In general, the Integral Rural Reform focuses on two major aspects. The first one is the agrarian reform,
which emphasises land formalisation and distribution, as well as the creation of a comprehensive cadastre.
It also involves creating an agrarian and rural jurisdiction with a rural justice tribunal specifically focused
on land matters. The land reform seeks restitution of 3 million ha of agricultural land, and the formalisation
of 7 million ha. As of 31 December 2023, 451 459 ha were formalised, and 59 349 ha were under land
restitution order. In total as of March 2024, 1 107 420 ha have been formalised or restituted. The second
aspect is the sustainable productivity that aims to enhance land productivity and foster inclusivity, which
was described in the previous section (MADR, 20241)).

A third aspect of the Integral Rural Reform is the territorial component of created in 2023. This component
collaboratively identifies the needs these need of each region, allowing institutions to formulate guidelines
and policies that align with the realities of each area. This approach promotes institutional efficiency and
impact across the entire country.

The national system of agrarian reform and rural development, which is a co-ordination mechanism, has
been reactivated to help implement policy interventions at the national and territorial levels. As of 2023,
this system comprises eight subsystems, facilitating co-ordination among national government entities
involved in rural development. This restructuring aims to enhance impact at the territorial level and
effectively advance the overarching goals of the comprehensive rural reform.

The Public Policy for Reindustrialisation (CONPES 4129 of 2023) was approved in the context of the
strategy to promote a knowledge-based, productive, and sustainable economy, which involves fostering
the production of goods and services with higher added value. This policy aims to transform Colombia’s
productive sectors to address the challenges posed by climate change, rapid technological transformation,
and a shifting geopolitical landscape. Notably, it places significant emphasis on agro-industrialisation. New
guidelines, created in 2023, for enhancing value-added generation focus on:

o diversification by encouraging a broader range of products and services
e strengthening value chains by fostering stronger linkages among various stages of production and
supply chain

o territorial integration by deepening connections within specific regions

e engaging in international trade and participating in global value chains.
To achieve these goals, as well as those of the land reform, Colombia is redirecting and increasing
budgetary allocations to invest in human development by providing more technical assistance to farmers,
facilitating access to financing by providing credit at preferential rates, improving regulatory frameworks,

and promoting innovation. These efforts aim to contribute to a more robust and sustainable industrial
landscape (MADR, 20241)).

Policies to facilitate climate change adaptation in agriculture

The Sectoral plan for anticipatory actions, preparedness, and response to El Niilo phenomenon 2023-24
was established in 2023. The plan has the following components:

e Lessons learned from previous impacts caused by climate variability phenomena in the agricultural
sector.
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e Assessing the possible influence of climate variability on the agricultural sector, including livestock,
fisheries, aquaculture, agriculture, and forestry. This assessment also considers impacts at the
territorial and ethnic community levels.

e Identifying specific impacts on women and ethnic communities and addressing food security risks.

Trade policy developments in 2023-24

In 2023 and 2024, the Andean Price Band System remains suspended for some products, on which import
tariffs are operating: rice (80%), milk powder (98%), white corn (40%), and whey (94%). In addition, import
tariffs of wheat and peanut were reduced to zero for two years, until December 2024. Colombia’s
suspension of import tariffs for 163 products that are part of the basic household basket expired in
December 2023. Import tariffs on all agricultural inputs, including fertilisers were reduced to zero in 2022,
to mitigate domestic price increases. This measure remains in force until May 2024, with the possibility to
extend it to December 2024.

Policy context

Key economic and agricultural statistics

Colombia is the only South American country that borders both the Atlantic and Pacific Oceans. The
country has a surface of 1.1 million km2 and has abundant agricultural land and fresh water, is mega-
biodiverse and rich in natural minerals and fossil fuels. Agriculture continues to be an important sector for
the economy — accounting for 14.6% of employment and 8.3% of GDP in 2022. Colombia has a dualistic
distribution of land ownership where traditional subsistence smallholders co-exist with large-scale
commercial farms. The sector makes a significant contribution to the country’s exports, with agro-food
exports accounting for up to 20% of all exports in 2022 (Table 9.2).
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Colombia International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries

GDP (billion USD in PPPs) 265 1052 0.7% 0.8%
Population (million) 38 50 0.9% 1.0%
Land area (thousand km2) 1110 1110 1.4% 1.3%
Agricultural area (AA) (thousand ha) 44 859 42718 1.5% 1.5%

All countries’
Population density (inhabitants/km2) 35 46 52 64
GDP per capita (USD in PPPs) 6753 20 287 9363 25965
Trade as % of GDP 12.5 19.6 12.3 16.6

Agriculture in the economy All countries’
Agriculture in GDP (%) 8.3 8.3 29 3.8
Agriculture share in employment (%) 20.2 14.6 - -
Agro-food exports (% of total exports) 22.3 19.9 6.4 8.0
Agro-food imports (% of total imports) 12.8 13.6 5.8 6.9

Characteristics of the agricultural sector All countries’
Crop in total agricultural production (%) 59 65 - -
Livestock in total agricultural production (%) 41 35 - -
Share of arable land in AA (%) 5 32 34

Note: *or closest available year.
1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAO database and national

data.

In 2023 Colombia’s real GDP growth was only 1.2%. Employment, which had suffered from the pandemic,
experienced an important recovery with unemployment falling to 9.98% from the 15.98% rate observed in
2020. Inflation continued to rise to 11.74% in 2023, up from 3.5% in 2021 (Figure 9.4).
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Figure 9.4. Colombia: Main economic indicators, 2000 to 2023
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Colombia continues to be a net exporter of agricultural and food products with a net surplus of
USD 860 million in 2022. For 2022, agro-food exports are almost equally split between those destined for
final consumption (48%) and those that are sold as intermediate inputs (52%) for use in manufacturing
sectors in foreign markets. In contrast, the majority of agro-food imports (70%) are in the form of
intermediates for further processing in the country (Figure 9.5).
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Figure 9.5. Colombia: Agro-food trade
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Source: UN Comtrade Database.

Colombia has witnessed an output growth of 1.57% for the period 2012-21. This growth is mostly due to
intermediate input growth, which was 0.67% over the same period; primary production factors use growth
(0.5%) and to a lesser extent rising due to Total Factor Productivity (TFP) with only 0.4% that contributed
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to output growth. Agriculture is the main water user with a share of 59.4% total water use, above the OECD
average. Furthermore, agriculture contributed with 31.4% of GHG emissions. In contrast, nitrogen balance
(12.9) is much lower than the OECD average (28.2) (Figure 9.6 and Table 9.3).

Figure 9.6. Colombia: Composition of agricultural output growth, 2012-21
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Note: Primary factors comprise labour, land and capital (livestock and machinery). Intermediate input comprises materials (feed and fertiliser).

Source: USDA Economic Research Service Agricultural Productivity database.

Table 9.3. Colombia: Productivity and environmental indicators

Colombia International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 0.9% 0.4% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 10.0 12.9 321 28.2
Phosphorus balance, kg/ha 58 8.4 33 2.3
Agriculture share of total energy use (%)’ 59 1.5 1.7 20
Agriculture share of GHG emissions (%) 35.7 314 8.7 10.1
Share of irrigated land in AA (%) . 6.0 - -
Share of agriculture in water abstractions (%) 60.2 59.4 47.0 49.5
Water stress indicator 8.7

Note: * or closest available year.

1. Data are not directly comparable between time periods due to change in methodology in 2013.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.
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Historical trends in agricultural policies

The agricultural sector has played an important role in Colombia’s economic growth. Commercial
agriculture began a phase of rapid expansion in the 1960s. Growth, especially in the 1960s and 1970s,
was partly a response to policy incentives to mechanise and intensify the use of modern inputs, and partly
a consequence of the sector’s protection from imports. The coffee booms of the 1970s and the 1980s
coincided with strong growth in agricultural and total GDP. Until the beginning of the 1990s, agriculture
was the largest productive sector of Colombia. Over this period, import substitution policies were used,
including tariffs, quantitative restrictions, state marketing enterprise, subsided credit and minimum prices
(Anderson, K. and Valdes, A., 2007[2).

At the beginning of the 1990s, Colombia experimented with more open trade. The government monopoly
on agricultural marketing was eliminated and private banks were encouraged to lend to farmers and
agricultural exporters. To diversify the markets for Colombian agro-food products, the government
negotiated trade agreements with Mercosur, the United States, Central America, Chile, Canada, and the
European Union (OECD, 20153)).

This economy-wide programme of trade liberalisation was combined with deregulated foreign exchange
rates and labour markets. Quantitative trade restrictions were abolished, and import tariffs reduced and
replaced by ad valorem tariffs. The role of IDEMA (Instituto de Mercadeo Agropecuario), the agricultural
marketing institute that had a monopoly over grain imports, was reduced and its operation limited to poor
areas with less access to markets. Minimum guaranteed prices were established for some staple
commodities, with international prices used as a benchmark (Anderson, K. and Valdes, A., 20072)).

However, this liberalisation was too rapid for farmers to adjust, putting the sector in crisis. Then, towards
the end of the 1990s, and under pressure from farmers, the government implemented policies to protect
the sector and stabilise producer incomes in the face of price fluctuations in world markets. A price band
system for six agricultural commodities, along with their substitutes and derivatives was introduced,
covering 112 products in total. This eventually evolved into the Andean Price Band System (Sistema
Andino de Franjas de Precios - SAFP) and incorporated more products. The construction of the price
bands, which fixed the floor and ceiling prices, raised the protection of domestic goods against imports.

Moreover, the Price Stabilisation Funds (Fondos de Estabilizacién de precios, FEPs) originally created for
cocoa and cotton, were expanded to also cover palm oil, sugar cane, beef, and milk. The FEPs make
payments to producers when the selling price of a product falls below a minimum (floor) price. When the
sales price of a product is higher than an established maximum (ceiling) price, producers contribute to the
FEPs. While these funds currently do not represent government outlays, the government provided the
initial capital for their set-up.

After 56 years of conflict between the government, paramilitary groups and guerrilla groups, a peace
agreement was signed in 2016 by the government and the Revolutionary Armed Forces of Colombia
(FARC). The peace negotiations resulted in an agreement with a common vision for rural development. It
sets out a long-term plan for the sector focusing on the use of land and water resources, increased
productivity and competitiveness, improved infrastructure and other public goods for the agricultural sector,
and a redefined institutional architecture to design and implement policy (OECD, 2015(3)).

Since 2022, more emphasis has been put on land reform, sustainability productivity, rural and territorial
development, as well as rural services such as digital coverage, rural roads, digital coverage, and housing.
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Table 9.4. Colombia: Agricultural policy trends

Period Broader framework

Changes in agricultural policies

Prior to 1990s Import substitution policies

1990-2013 Back and forth changes to trade
liberalisation and measures to offset
economic crisis

Changes to trade liberalisation and some
protection measures

2013-2022 Peace negotiations and agreement

2022-present Agrarian reform
Agricultural inequalities

Tariffs on agricultural inputs and outputs

Other border measures establish tariff rate quotas (TRQs)

Minimum prices

Export promotion and subsidies for traditional crops (coffee, sugar)
State marketing agency (government purchases of agricultural products)
Subsided agricultural credit

Export taxes

Role of the state marketing company reduced and later increased for marketing
cereals and oilseeds

Reduction of tariffs for both agricultural outputs and inputs

Export subsidies

Several FTAs signed

The price band system extends and becomes the Andean Price Band System
covering in total 154 products and by-products

Quantitative import restrictions created

Direct payments introduced

Expansion of price stabilisation funds to other crops

Focus on agricultural innovation and public goods

Focus on productivity, competitiveness, and rural development

Efforts to improve the land tenure system

Emphasis on land rights, land restitution, land access

Emphasis on small-scale farmers

Emphasis on sustainable productivity and territorial development

Colombia’s support to agricultural producers relative to gross farm receipts changed little during 1992-
2013 but trended downwards since 2014. Support is predominantly provided through market price support;
however this support has sharply been reduced in 2021 and 2022 due to reduction of key import tariffs and
the suspension of the Andean Price Band System for agricultural products as consequence of COVID-19
and the war, but PSE rebounded a bit in 2023. In terms of budget, since 2016 budgetary allocations have
fallen considerably in both absolute and relative terms (Figure 9.7).
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Payments not requiring production include Payments based on non-current A/An/R/I (production not required) and Payment based on non-
commodity criteria. Other payments include Payments based on non-current A/An/R/I (production required) and Miscellaneous payments.
Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-

explorer.oecd.org/.
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1 0. Costa Rica

Main findings

Support to agriculture

Agricultural support for producers (Producer Support Estimate, PSE) in Costa Rica amounted to 3.7% of
gross farm receipts in 2021-23, well below the OECD average and down from 8% in 2000-02. On average,
86% of producer support is in the form of market price support (MPS), potentially one of the most trade-
and production-distorting forms of support. MPS is mainly generated through border measures (tariffs)
and, until 2022, domestic reference prices. Products with market price support notably include rice, poultry
meat, pig meat, and sugar. On average, border protection and price interventions raised producer prices
by 3% relative to international prices in 2021-23.

Budgetary support to producers represented 0.5% of the 2021-23 gross farm receipts, mainly in the form
of credit at preferential rates for the agricultural sector and subsidies for fixed capital formation directed
mainly to small-scale farmers. This type of support is also provided for on-farm services, payments for
environmental services and support to organic production.

General services spending (General Services Support Estimate, GSSE) was equivalent to 1.3% of the
value of agricultural production in 2021-23, a small increase from 0.9% in 2000-02. Nevertheless, its share
remains well below the OECD average. In 2021-23, GSSE expenditure was mainly allocated to the
agricultural knowledge and innovation system (particularly extension services), inspection and control, and
development and maintenance of irrigation and rural road infrastructure.

Total support to the sector (Total Support Estimate, TSE) relative to Gross Domestic Product (GDP) has
declined over time, from 1.2% in 2000-02 to 0.4% in 2021-23, below the OECD average of 0.6%.

Key recent policy changes

The National System of Individual Identification and Traceability of Cattle was launched in January 2024.
This system requires each animal to be registered and identified through ear tags and electronic
transponders. Its purpose is to improve the health management of the bovine livestock herd and the safety
of the food derived from it. The system will also help ensure that Costa Rica’s beef and beef products meet
the requirements of export markets.

The legal framework for the use of drone technology in agriculture was established in September 2023,
and a programme to promote its use by providing small and medium-sized producer associations with
drones and training on their use was subsequently started.

Two relevant trade developments took place in April 2024 when Costa Rica signed a Comprehensive
Economic Partnership Agreement on Trade and Investment with the United Arab Emirates, and the Trade
Association Agreement with Ecuador (signed in March 2023) passed the first step of legislative approval.
Once these agreements enter into force, they will add to the network of regional trade agreements under
which Costa Rica conducts most of its agro-food trade.
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Assessment and recommendations

e Agricultural Total Factor Productivity (TFP) in Costa Rica has declined over the last decade.
Performance in some agri-environmental indicators is also below average. The new Public Policy
for the Agricultural Sector 2023-32 updates the country’s approach to sustainable productivity
growth. It presents an opportunity to address the current challenges, including through streamlining
the sector’s institutional governance and addressing infrastructure gaps. A first prioritisation of
policy actions took place in 2023. Monitoring their implementation to review what worked well and
where course corrections are needed will be key to ensure that the policy achieves its objectives.

e Innovation and knowledge transfer can help improve agricultural productivity and reduce the
sector’s environmental footprint. Recent efforts, such as the development of more resistant seed
varieties and the improvement of INTA’s laboratory facilities and technical capabilities to promote
mitigation actions are welcome, but achieving an overall improvement in productivity and
sustainability will require a sector-wide effort to enhance the agricultural innovation system.

e Following the 2022 reform that eliminated the minimum reference price for rice and lowered its
import tariff, the government must ensure the implementation of other measures included in the
Rice Path policy reform package to promote a transition to more sustainable and resilient rice
production and protect the livelihoods of small-scale farmers, including technical assistance and
actions to use water more efficiently and reduce the use of agrochemicals.

e Support to general services, including investments in the innovation system, continues to be below
the OECD average. It is essential to strengthen public investment and create incentives for private
investment in innovation and knowledge transfer. Promoting foreign investment in agricultural
research, development and innovation — including through linkages with actors already established
in the country — and incentivising collaboration amongst foreign and local companies, research
institutions and farmers, could help fill the existing gaps.

e The contribution of agriculture to Costa Rica’s GHG emissions is almost twice the OECD average.
This and other agri-environmental challenges should be addressed with more urgency. The
agricultural Nationally Appropriate Mitigation Actions (NAMASs) currently in place have achieved
some emission reductions in the coffee and livestock sectors. At the same time, the implementation
of new measures for other sectors is often contingent on the availability of international funding.
The government should prepare a plan that considers alternatives to implement these actions in
case external funds are not available or sufficient. Advancing in the implementation of NAMAs for
other important agricultural activities could further mitigate GHG emissions and promote the
adoption of good agricultural practices.
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Development of support to agriculture

Figure 10.1. Costa Rica: Development of support to agriculture
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-
explorer.oecd.org/.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://data-explorer.oecd.org/
https://data-explorer.oecd.org/
https://oecdch.art/583d3f887e/CRI/c10
https://oecdch.art/b657bf077b/CRI/c10
https://oecdch.art/18a967ff1f/CRI/c10
https://oecdch.art/35265e5c28/CRI/c10

| 235

Figure 10.2. Costa Rica: Drivers of the change in PSE, 2022 to 2023
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Note: % change of nominal Producer Support Estimate expressed in national currency.
Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Figure 10.3. Costa Rica: Commodity-specific transfers (SCT), 2021-23
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Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.
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Table 10.1. Costa Rica: Estimates of support to agriculture

Million USD
. 2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 2209 5907 5402 5585 6733
of which: share of MPS commodities (%) 79.20 81.70 83.85 84.72 76.52
Total value of ption (at farm gate) 1114 2625 2340 2505 3030
Producer Support Estimate (PSE) 175 220 224 142 293
Support based on commodity output 164 188 196 117 252
Market price support’ 164 188 196 117 252
Positive market price support 164 188 196 117 252
Negative market price support 0 0 0 0 0
Payments based on output 0 0 0 0 0
Payments based on input use 10 30 27 24 39
Based on variable input use 4 13 10 9 20
with input constraints 1 13 10 9 20
Based on fixed capital formation 1 7 7 6 8
with input constraints 0 1 1 1 1
Based on on-farm services 5 10 10 9 1
with input constraints 3 0 0 0 0
Payments based on current A/An/R/I, production required 0 0 0 0 0
Based on Receipts / Income 0 0 0 0 0
Based on Area planted / Animal numbers 0 0 0 0 0
with input constraints 0 0 0 0 0
Payments based on non-current A/An/R/I, production required 0 0 0 0 0
Payments based on non-current A/An/R/I, production not required 0 0 0 0 0
With variable payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
With fixed payment rates 0 0 0 0 0
with commodity exceptions 0 0 0 0 0
Payments based on non-commodity criteria 1 2 2 1 2
Based on long-term resource retirement 0 2 2 1 2
Based on a specific non-commodity output 0 0 0 0 0
Based on other non-commodity criteria 1 0 0 0 0
Miscellaneous payments 0 0 0 0 0
Percentage PSE (%) 7.90 3.66 413 2.54 4.32
Producer NPC (coeff.) 1.08 1.03 1.04 1.02 1.04
Producer NAC (coeff.) 1.09 1.04 1.04 1.03 1.05
General Services Support Estimate (GSSE) 20 74 74 66 82
Agricultural knowledge and innovation system 10 27 27 25 28
Inspection and control 3 24 23 22 26
Development and maintenance of infrastructure 7 22 23 18 26
Marketing and promotion 0 1 1 1 1
Cost of public stockholding 0 0 0 0 0
Miscellaneous 0 0 0 0 0
Percentage GSSE (% of TSE) 10.47 25.42 24.79 31.74 21.81
Consumer Support Estimate (CSE) -189 -235 -248 177 -280
Transfers to producers from consumers -156 -173 -183 -104 -232
Other transfers from consumers -34 -62 -65 -74 -48
Transfers to consumers from taxpayers 0 0 0 0 0
Excess feed cost 0 0 0 0 0
Percentage CSE (%) -16.93 -8.92 -10.62 -7.08 -9.24
Consumer NPC (coeff.) 1.20 1.10 112 1.08 1.10
C NAC (coeff.) 1.20 1.10 1.12 1.08 1.10
Total Support Estimate (TSE) 195 294 298 208 374
Transfers from consumers 189 235 248 177 280
Transfers from taxpayers 40 121 115 105 142
Budget revenues -34 -62 -65 -74 -48
Percentage TSE (% of GDP) 1.23 0.40 0.46 0.30 0.43
Total Budgetary Support Estimate (TBSE) 32 105 103 91 123
Percentage TBSE (% of GDP) 0.20 0.14 0.16 0.13 0.14
GDP deflator (2000-02 = 100) 100 377 362 385 384
Exchange rate (national currency per USD) 331.77 602.57 621.35 644.77 541.61

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
A/An/R/I: Area planted/Animal numbers/Receipts/Income.
1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commodities for Costa Rica are: rice, sugar, milk, beef and veal, pig
meat, poultry, bananas, coffee, palm oil and pineapple.

Source: OECD (2024), “Producer and Consumer Support Estimates’, OECD Agricultural policy monitoring (database), https://data-
explorer.oecd.org/.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024


https://data-explorer.oecd.org/
https://data-explorer.oecd.org/

| 237

Policy landscape

Main policy instruments

General policy direction

The main guidance for agricultural policy in Costa Rica was updated in January 2023 through the adoption
of the Public Policy for the Agricultural Sector 2023-32. The policy includes actions oriented to increase
the sector’s productivity, sustainability, resilience, and adaptation to climate change, to improve the
international competitiveness of Costa Rican products, create employment and improve living conditions
in rural areas (Ministerio de Agricultura y Ganaderia, 2023[1)). It has four major action areas:

e Modernising and strengthening the public institutions governing the sector and improving their co-
ordination, using technology to simplify procedures and improve regulations.

e Improving competitiveness through the availability of information for producers and decision-
makers, better infrastructure and plant and animal health services, and improved access to
financing and insurance.

e Improving productivity and sustainability through the promotion of good agricultural practices and
technologies that optimise resource use, the development of economic incentives for producers
who implement actions that contribute to the decarbonisation goals, the implementation of the
National Adaptation Plan for agriculture, and the promotion of research and knowledge transfer.

e Improving value added and marketing channels through the promotion of value addition and
production linkages, identifying new market niches, and developing physical and virtual marketing
channels. This area includes a food and nutritional security component seeking to promote access
and availability of balanced foods for the population, and actions for waste management and use.

The National Seed Policy for 2017-30 is implemented by the National Seed Office with the participation
of stakeholders from the seed production sector. lts strategic actions include developing seed varieties
adapted to local conditions, ensuring the availability of quality seeds, promoting knowledge transfer
through extension services, promoting the local production and export of seeds, and ensuring security in
the supply of seeds.

Market and trade policies

Costa Rica uses border measures, including tariffs and sanitary and phytosanitary (SPS) measures, on
imports of agricultural goods. The average applied most-favoured-nation (MFN) tariff on agricultural
imports in 2023 was 11.5%, above the 4.6% faced by non-agricultural products. Certain sectors face
significantly higher MFN average rates, such as dairy (45.6%), animal products (20.8%) and sugars
(18.9%) (World Trade Organization, 20242). Relevant reforms took place in 2022 with the elimination of
the reference price and the reduction of import tariffs for rice.

Costa Rica has entered into 16 regional trade agreements (RTAs) with 52 trading partners' across the
world. Two additional trade agreements have been concluded but are not yet in force. Most of Costa Rica’s
trade is conducted under these agreements, with RTA partners particularly important for agro-food trade.
In 2020-22, 95% of agro-food exports and 90% of imports were with RTA partners, compared with 94% of
exports and 86% of imports for all goods (WITS, 20243)).

An important programme to promote agricultural exports is DESCUBRE, operated through a public-private
partnership led by the Ministries of Agriculture and Foreign Trade and the export promotion agency
PROCOMER. DESCUBRE links farmers to export markets and value chains and promotes investments in
rural and coastal areas. Its activities include providing seed capital and technical assistance to help small
producers become providers of exporting companies in selected agro-food value chains.
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Budgetary and financial instruments

Budgetary policy instruments predominantly focus on providing general services to agriculture, including
extension services, research and development (R&D), and plant and animal health services, with a
significant emphasis on environmental protection. Farmers receive a number of specific payments and
subsidies, including implicit subsidies through credit at preferential interest rates, and some subsidies for
fixed capital formation mostly directed to small-scale farmers.

The National Institute for Innovation and Transfer of Agricultural Technology (INTA) manages agricultural
research, development and innovation. Together with the MAG’s National Directorate of Agricultural
Extension, INTA also operates technology transfer and extension services to farmers. The National Animal
and Health Service (SENASA) and the National Phytosanitary Service (SFE) are in charge of animal and
plant health services.

Agri-environmental policies

The Payment for Environmental Services Programme provides financial compensation to small and
medium-sized agricultural or livestock producers who plant trees interspersed with crops or pastures. This
programme seeks to maintain, recover, and develop forest ecosystems, increase carbon sequestration,
improve the rural landscape and the environmental conditions of cattle farms, and generate additional
economic resources through the sale of wood from the trees planted.

The Recognition of Benefits for Good Agricultural and Livestock Practices programme grants a
monetary incentive to agricultural producers, covering 20% to 30% of investments with a positive
environmental effect, such as hedgerows, fodder banks, biodigesters, or organic waste-treatment systems.
The Recognition of Organic Environmental Benefits programme provides direct payments to producers
that are certified organic or in transition, provided as a base amount per year for a maximum of three years.
These programmes are managed by the Ministry of Agriculture.

Irrigation policies are managed by the National Groundwater, Irrigation and Drainage Service (SENARA),
which builds and manages irrigation infrastructure. This agency carries out construction works for drainage
and flood control in the regions with the highest levels of rainfall, manages groundwater resources,
generates information on the availability, quantity, quality, and vulnerability of water in Costa Rica’s
aquifers, and provides training and assistance to producers for the proper use of water resources.

The Ecological Blue Flag (Bandera Azul) for the agricultural sector is a voluntary programme that
recognises farmers who implement practices in areas such as water management, soil conservation,
consumption of agricultural inputs, fossil fuels and electricity, and actions to improve climate adaptation
and resilience.

Climate change mitigation and adaptation

Costa Rica has committed to a decarbonised economy with net-zero emissions in 2050 and established a
goal for reducing greenhouse gas (GHG) emissions. The overall goal has two sub-targets: (1) maximum
9.11 MtCO2eq net emissions by 2030; and (2) maximum net emissions budget of 106.53 MtCOzeq in the
period 2021-30.2 While agriculture contributes almost 21% to overall GHG emissions, almost twice the
OECD average, the country does not have an agriculture-specific target.

Nationally Appropriate Mitigation Actions (NAMAs) for agriculture have been developed in
collaboration with public institutions, producer organisations, the private sector and academia, supported
by international co-operation funds. Currently, two agricultural NAMAs are active for coffee and livestock.
Costa Rica is developing additional NAMAs for other sectors such as sugarcane, bananas, and rice.
However, their implementation is dependent on the availability of international co-operation funding.
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Low-emission production of coffee under the NAMA has led to an aggregate reduction of 175 484 tCO2eq
between 2015 and 2022. The sector’s baseline was updated in 2020 to 181 170 tCOzeq. The average
annual reduction in 2021-22 with respect to the baseline was of 28.6%. In the case of livestock, the
cumulative mitigation® achieved between 2020 and 2023 was 246 000 tCO-eq, with an average annual
mitigation of 1.8% with respect to the sector’s 2017 baseline (2.1 MtCO2eq).

The National Climate Change Adaptation Plan 2022-26 was presented in April 2022. Most actions for
the agricultural sector are under its Axis 5, “Adapted and eco-competitive production systems”. Some
examples include: developing a strategy for rainwater-harvesting and irrigation technologies in productive
agricultural systems; developing a programme for training and technology transfer in practices that
strengthen resilience and promote ecosystem-based adaptation; and establishing a seed bank with crop
varieties from different Costa Rican regions. Many of the actions are contingent on external funds.

Adaptation actions are implemented through the existing institutions and programmes, including those
managed by the National Seed Office and the National Groundwater, Irrigation and Drainage Service
(SENARA). Relevant investments and practices by farmers are incentivised through the Recognition of
Benefits for Good Agricultural and Livestock Practices programme (see above). The NAMAs for the coffee
and livestock sectors also include adaptation actions (OECD, 20224)).

Innovation for sustainable productivity growth

Costa Rica faces challenges related to the productivity and sustainability performance of its agriculture.
The share of GHG emissions from the sector has decreased in the last decade but remains over twice the
OECD average. The nitrogen and phosphorus balances are also above average. The sector experienced
negative average productivity growth over 2012-21 (see the Policy context section below).

The approach to sustainable productivity growth is outlined in Axis 3 (Productivity and sustainability) of the
2023-32 Public Policy for the Agricultural Sector (Ministerio de Agricultura y Ganaderia, 20231)). This axis
focuses on five strategic lines: efficiency in the use of natural resources; availability and use of seeds and
genetic material; sustainable production and risk management; harnessing technological development;
and research and transference of agricultural technology. For the first five years, prioritised interventions
cover seeds and genetic material, water management, climate adaptation and mitigation, good agricultural
practices, organic production, animal health, and food safety. These interventions will target:

e availability and use of improved seed varieties and certified seeds

e developing an early warning system to ensure seed availability

e formulating a strategy for the conservation and sustainable use of plant genetic resources

e developing irrigation infrastructure in areas with low rainfall, and drainage and flood prevention
infrastructure in areas with high rainfall

e updating the hydrogeological studies for managing underground water resources

e researching and disseminating climate change mitigation and adaptation technologies for
producers

e increasing the number of producers that develop National Appropriate Mitigation Actions (NAMAs)
or actions to comply with the National Adaptation Plan

e promoting production systems that use good agricultural practices and organic production
e improving the traceability system for the bovine livestock sector.
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Recent policy developments

Domestic policy developments in 2023-24

Regulatory and sector management developments

The National System of Individual Identification and Traceability of Cattle was launched in January 2024.
It aims to improve the health management of the bovine livestock herd and the safety of the food
derived from it, also ensuring that products from Costa Rica meet the requirements of export markets. The
system will be managed by the National Animal Health Service (SENASA). It requires each animal to be
registered and identified through visual and electronic means (ear tags and electronic transponders). An
associated digital platform (Trazar-Agro) has been developed with support from OIRSA, a regional
organisation focussing on animal health and food safety.

The legal framework for the use of drone technology in agricultural activities was established in
September 2023. This development is expected to facilitate the use of drones by institutions in the
agricultural sector for research, technical assistance and technology transfer work, and by producers to
perform aerial mapping, crop monitoring, input application and related tasks.

The Recognition of Organic Environmental Benefits programme was reformed in August 2023 to simplify
its requirements. Producers are no longer required to sign an agreement with the Ministry of Agriculture
before receiving the payment. This development is expected to expedite processes, reduce administrative
costs, and facilitate the development of organic agriculture.

Procedures for the registration of imports of hemp and psychoactive cannabis* seed were approved
in 2023 with support of the National Seed Office and the National Phytosanitary Service (SFE). This follows
the 2022 establishment of the legal framework for the cultivation and commercialisation of cannabis for
medicinal and therapeutic use and of hemp for food and industrial use. In August 2023, the Ministry of
Agriculture issued a first authorisation for seed import, cultivation and related activities to a public university
that will research the properties of hemp components.

The Ministry of Agriculture made investments to strengthen the public agricultural extension service
in 2023. In particular, 129 new staff members were appointed at the 80 regional extension offices, and
investments of CRC 610 million (USD 1.1 million) were made to renew the institutional vehicle fleet and
the offices’ computer equipment (Ministerio de Agricultura y Ganaderia, 2023s)).

Support to producers

A programme to promote the use of drones in farming was announced in January 2024. Seventeen
organisations of small and medium-sized producers will receive drones, and 40 members of these
organisations will receive training on their use between January and June 2024. The programme involves
a public investment of CRC 557 million (USD 1 million) to be co-financed by the Rural Development
Institute (INDER), which will purchase the drones, and the Ministry of Agriculture, which will provide
technical assistance to beneficiaries (Ministerio de Agricultura y Ganaderia, 2024g)).

Some measures were applied to assist producers affected by adverse climate and market situations.
For example, in March 2023 small bean producers from the South Pacific region who lost their harvest due
to delayed rains linked to the EI Nifio phenomenon received certified seed from the Ministry of Agriculture.
In addition, a special fund of CRC 5 billion (USD 9 million) through the Development Banking System
(SBD) was opened in January 2024 to provide credit to coffee producers affected by climate variability, a
historical decrease in national production, and lower international prices.
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Policies to mitigate emissions from agriculture

In 2023 the National Institute of Innovation and Transfer in Agricultural Technology (INTA) improved its
laboratory facilities and technical capabilities to promote the development of Nationally Appropriate
Mitigation Actions (NAMAs). INTA is working on the development of metrics of greenhouse gases (GHG)
at the farm level, taking samples to measure the soil organic carbon content with different uses of plant
coverage, and determining the soil’s organic carbon contribution on different crops and its effect on carbon
removal from production systems.

In the framework of the NAMA for the coffee sector, 21 projects were financed with USD 300 000 of
support of international co-operation funds to implement technologies for GHG reduction, increase the
sector’s resilience and sustainability, and scale up NAMA good practices in production. For its part, the
NAMA-livestock has implemented measures and provided technical support to 2 700 farms until the end
of 2023.

In September 2023, a new NAMA for the sugarcane sector was submitted for recognition to the United
Nations Framework Convention on Climate Change (UNFCCC). The NAMA is in a pre-pilot phase with
financial support from the Inter-American Development Bank.

Policies to facilitate climate change adaptation in agriculture

In March 2023, the INTA introduced a new variety of red bean named Uréan, developed in collaboration
with the University of Costa Rica. The Uran variety is more resistant to drought and high temperatures,
shows higher average yields than other widely cultivated bean varieties, and is resistant to the bean golden
mosaic virus, a common disease affecting the crop. The research project (which started in 2016) benefitted
from financial support from the Korea-Latin America Food and Agriculture Cooperation Initiative
(KoLFACI), among other partners (Universidad de Costa Rica, 20237)).

In 2023, the National Seed Office implemented a project for the conservation and sustainable use of
plant genetic resources and for strengthening the National Seed System. As part of its activities, rice
producers received native seeds that require less agricultural inputs and have a better adaptability to
climate variations. In addition, a digital system was developed to gather information about seeds and plant
genetic resources.

A hydrogeological study was carried out in 2023 to monitor water status in an important aquifer
(Barranca-Jesus Maria). Infrastructure projects for flood prevention and control were also
implemented, including the construction of flood control canals for the Limoncito river in the Caribbean
region.

Trade policy developments in 2023-24

A Comprehensive Economic Partnership Agreement on Trade and Investment between Costa Rica
and the United Arab Emirates was signed in April 2024 following the launch of negotiations in March 2023.

Also in April 2024, the Trade Association Agreement between Costa Rica and Ecuador, signed in
March 2023, was approved in first reading by the Costa Rican Legislative Assembly. As the agreement
was approved by the Ecuadorian Parliament in February 2024, final legislative approval in Costa Rica
(following a second reading) will allow for its entry into force.

Costa Rica authorised an import quota of 3 455 tonnes of fresh potatoes for processing, subject to a tariff
of 15% (compared to the normally applicable MFN rate of 46%) in response to a shortage of raw materials
for food processors. To avoid affecting domestic producers, in-quota imports were authorised during
specific time windows outside of local harvest periods throughout 2023.
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Policy context

Key economic and agricultural statistics

Costa Rica is a small country with a population of 5.2 million. Its long democratic tradition and political
stability have underpinned its economic progress and the development of its agricultural sector. Agriculture
still plays a relatively important role in the economy, contributing 10% to employment. While the share of
agriculture in GDP is slightly above the average of all countries covered in this report (“all countries”), it
has more than halved since 2000, reflecting the diversification of the economy. Costa Rica’s GDP per
capita more than tripled between 2000 and 2022 and is close to the average across all countries
(Table 10.2).

After a marked recovery in 2021 from the economic contraction associated with the COVID-19 pandemic,
real GDP growth has returned to rates closer to the pre-pandemic period (around 5%). Unemployment has
declined since peaking in 2020 and, at 9% in 2023, is now at pre-COVID-19 levels. While inflation had an
important increase in 2022, reaching 8%, in 2023 it returned to the lower trend of previous years
(Figure 10.4). Drivers of this rapid fall in inflation include a strong appreciation of the exchange rate to the
US dollar, a reduction in imported commodity prices and modest domestic inflationary pressures (OECD,
2023s)).

Table 10.2. Costa Rica: Contextual indicators

Costa Rica International comparison
2000* 2022* 2000* 2022*
Economic context Share in total of all countries

GDP (billion USD in PPPs) 32 129 0.08% 0.09%
Population (million) 4 5 0.09% 0.10%
Land area (thousand km?) 51 51 0.10% 0.10%
Agricultural area (AA) (thousand ha) 1840 1811 0.10% 0.10%

All countries’
Population density (inhabitants/km2) 78 101 52 64
GDP per capita (USD in PPPs) 7796 24923 9363 25965
Trade as % of GDP 38.2 26.0 12.3 16.6

Agriculture in the economy All countries’
Agriculture in GDP (%) 10.2 45 29 3.8
Agriculture share in employment (%) 16.2 101 - -
Agro-food exports (% of total exports) 31.0 359 6.4 8.0
Agro-food imports (% of total imports) 7.6 124 58 6.9

Characteristics of the agricultural sector All countries’

Crop in total agricultural production (%) 76 74

Livestock in total agricultural production (%) 24 26 - -
Share of arable land in AA (%) 1 13 32 34

Notes: *or closest available year.

1. Average of all countries covered in this report.

Sources: OECD statistical databases; International Labour Organization (ILO); UN Comtrade; World Bank, WDI; FAO database and national
data.

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024



| 243

Figure 10.4. Costa Rica: Main economic indicators, 2000 to 2023
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Costa Rica is a net exporter of agro-food products, which accounted for 36% of the 2022 value of its goods
exports. Forty-two per cent of Costa Rica’s agricultural exports are primary crops for final consumption,
such as bananas and pineapples, while 35% of exports are processed products for final consumption.
Agro-food imports are almost equally distributed between products for final consumption and products for
industry use (Figure 10.5).
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Figure 10.5. Costa Rica: Agro-food trade
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Costa Rica’s estimated Total Factor Productivity (TFP) decreased by 1.6% per year during 2012-21. The
output growth of 0.6% p.a. between 2012 and 2022 resulted from the increasing use of primary factors
(capital, labour and land) and, to a lesser extent, variable inputs (Figure 10.6). The factors contributing to
this TFP decline include area expansion into less productive land, ongoing farm fragmentation, and limited
financial and physical infrastructure.
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Figure 10.6. Costa Rica: Composition of agricultural output growth, 2012-21
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In the last two decades, there have been improvements in some of Costa Rica’s agri-environmental
indicators such as the sector's share in total energy use and its contribution to GHG emissions
(Table 10.3). However, agricultural emissions still account for 20% of the country’s total GHG emissions,
over twice the OECD average. Moreover, the balances of nitrogen and phosphorus in agricultural land
have increased since 2000 and are considerably above average. Agriculture is the main user of water
resources, accounting for almost two-thirds of total freshwater abstractions.

Table 10.3. Costa Rica: Productivity and environmental indicators

Costa Rica International comparison
1991-2000 2012-2021 1991-2000 2012-2021
World
TFP annual growth rate (%) 1.1% -1.6% 1.7% 1.1%
OECD average
Environmental indicators 2000* 2022* 2000* 2022*
Nitrogen balance, kg/ha 36.0 48.0 321 28.2
Phosphorus balance, kg/ha 121 14.8 33 2.3
Agriculture share of total energy use (%) 6.6 20 1.7 20
Agriculture share of GHG emissions (%) 29.2 20.5 8.7 10.1
Share of irrigated land in AA (%) 56 8.9 - -
Share of agriculture in water abstractions (%) 325 63.2 47.0 49.5
Water stress indicator . 37 8.7

Notes: * or closest available year.
Sources: USDA Economic Research Service, Agricultural Productivity database; OECD statistical databases; FAO database and national data.
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Historical trends in agricultural policies

Costa Rica’s agricultural policy has developed in three phases (Table 10.4). Up to the 1980s, the country
pursued import substitution, supported by government market interventions and capitalising on its natural
comparative advantages through the export of traditional products such as coffee, bananas, sugar, and
bovine meat.

Between the mid-1980s and the mid-2000s, Costa Rica followed an outward-oriented growth strategy,
which influenced the development of agricultural support policies. Market intervention decreased
significantly, combined with continued domestic reforms and trade liberalisation, marked by Costa Rica’s
accession to the General Agreement on Tariffs and Trade (GATT) in 1990 and, subsequently, to the World
Trade Organization (WTO) in 1995. Price controls were eliminated (except in the case of rice), export taxes
removed and import tariffs lowered. Costa Rica entered into free trade agreements that granted duty-free
treatment for imports from many trading partners, although tariffs still apply to some agricultural products.

The food price crisis of 2007-08 fuelled food security concerns, leading to the establishment of programmes
seeking to increase productivity of staple foods, particularly through extension services targeting small-
scale farmers. The administered price for rice that had been maintained for decades was reformed in 2015
and converted to a minimum reference price, which was eliminated in 2022 as part of a policy reform
package that also included tariff reductions on rice imports. Costa Rica’s policies continue to emphasise
export-oriented agriculture, which has resulted in some asymmetries between exporters and producers for
the local market. At the same time, greater policy focus is now directed at promoting sustainable
productivity with an emphasis on small-scale farmers.

Table 10.4. Costa Rica: Agricultural policy trends

Period Framework Changes in agricultural policies

Prior to 1980s Closed economy Import substitution approach; price interventions on agricultural products, particular
emphasis on guaranteed price for rice; high tariffs on agricultural imports
Creation of the National Production Council (CNP) in the 1940s to promote
agricultural and industrial production, control agricultural prices and own public
infrastructure for the collection, storage, transport and distribution of grains

1980s-2007/08 Gradual shifts to open the Dismantling price interventions (but minimum price for rice continued)

economy Reduction of trade barriers (import and export tariffs)

Reforms to CNP end most functions, keeping only the Institutional Supply
Programme (PAI), which purchases food from small and medium farms for
consumption in public institutions
Strengthening agricultural exports via product diversification and development of
destination markets; several FTAs signed; incentives (including in agriculture) to
domestic and foreign companies to attract FDI, such as the Free Trade Zone Regime
(FTZ) providing tax benefits and preferential port rates
Creation of agricultural institutions for animal health (SENASA), plant health (SFE),
agricultural innovation (INTA)
Creation of the Rural Development Institute (IDA/INDER)

Since 2008 Open economy with a focus on Emphasis on extension services for small-scale farms; promotion of good agricultural
sustainability and small-scale practices
farmers Small and limited payments to farmers for environmental services

Import tariffs persist for some agricultural products
Major rice policy reforms in 2022: elimination of the reference price and lower tariffs

Producer support has fluctuated between 2% and 11% of gross farm receipts since 1995. This volatility
can be partly explained by fluctuations in export and import unit values or in the international reference
prices for some MPS commodities. Around 90% of Costa Rica’'s PSE consists of market price support
(MPS), which has traditionally concentrated on rice, poultry, pig meat and sugar. In contrast, budgetary
support to producers is limited and has changed little over time (Figure 10.7). Around 75% of total
budgetary allocations are in the form of general services to the sector. Agricultural research and
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development (R&D), extension services, inspection and control, and rural infrastructure account for most
of these expenditures. Costa Rica does not provide budgetary transfers to consumers.

Figure 10.7. Costa Rica: Development of the PSE and its composition, 1995 to 2023
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Notes

' Members of the trading blocs that have entered into RTAs with Costa Rica - the European Union, the
European Free Trade Area (EFTA), and the Caribbean Community (CARICOM) - are considered
individually. The number includes only the five CARICOM member states for which the trade agreement
is in force.

2 Costa Rica's contribution does not consider a comparative benchmark. Therefore, the target is not relative
to a starting or reference year.

3 In the case of the livestock sector, mitigation includes emission reduction and carbon sequestration by
pastures and trees (such as hedgerows).

4 The law defines “psychoactive cannabis” as any plant of the genus cannabis (and parts thereof) with a
content of tetrahydrocannabinol (THC) equal to or greater than 1% in dry weight. Non-psychoactive
cannabis or hemp refers to plants with THC content below that threshold.
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1 1 » European Union

Main findings

Support to agriculture

Producer support in the European Union (EU)," measured by the Producer Support Estimate (PSE), has
stabilised since 2010, after falling in the 1990s and early 2000s. EU support to producers as a share of
gross farm receipts stood at 16% in 2021-23, remaining above the OECD average.

While trade-protection measures remain in effect for several sectors — including import and export
licensing, tariff rate quotas (TRQs), and special safeguards — their importance has declined substantially
over the last two decades. In 2021-23, market price support (MPS) accounted for 19% of support to
producers, down from 46% in 2000-02. Poultry and rice producers are the most important beneficiaries,
followed by beef and veal products. Prices received by farmers in 2021-23 were on average only 4% higher
than in world markets, compared to 22% in 2000-02.

On average, 45% of budgetary support in 2021-23 was based on non-current area or animal numbers not
requiring production, while around 31% was based on current area or animal numbers requiring production,
and 21% on input use. Around half of payments to producers were contingent on mandatory environmental
constraints, while an additional 14% were linked to voluntary constraints that go beyond mandatory
requirements, namely agri-environmental measures and eco-schemes.

Expenditures for general services to the sector (General Service Support Estimate, GSSE) in 2021-23
averaged 12.9% of total support, or 2.7% of the value of agricultural production — a decrease compared to
2000-02 and below the OECD average. Expenditures on agricultural knowledge and innovation systems
more than doubled over the past two decades, and expenditures also rose for marketing and promotion
and inspection and control.

Total support to the sector declined in relative terms over the past 20 years. In 2021-23, total support was
estimated at 0.6% of the Gross Domestic Product (GDP), compared to 1.0% in 2000-02.

Key recent policy changes

The Common Agricultural Policy (CAP) 2023-27 started to apply in January 2023 with a new delivery model
and more flexible implementation by Member States. EU Member States began to implement their CAP
Strategic Plans (CSPs) in 2023. These contain targeted interventions designed to deliver tangible results
for the ten specific objectives around which the new CAP is designed. The CAP 2023-27 will mobilise
around EUR 307 billion (USD 332 billion) in public expenditures, of which almost two-thirds has been
allocated to direct payments and sectoral interventions (Pillar 1), and the rest to rural development
interventions (Pillar 2).

In 2023, EU Member States began implementing the new types of direct payments, including eco-
schemes, which support farmers who voluntarily decide to adopt more sustainable farming methods. The
new CAP also introduced so-called enhanced conditionality, with more stringent standards compared to
previous CAP’s “cross-compliance”. However, the review of the CAP Regulations approved in early 2024
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following widespread farmers’ protests made some of these environmental conditions more flexible. Most
of the rural development expenditures under Pillar 2 were continuations of CAP 2014-22 measures.

In response to high input prices and multiple market and geopolitical disturbances, EU Member States
relaxed some CAP requirements and offered exceptional direct support. Countries also used national
measures such as tax concessions, investment assistance and other financial measures to help farmers
and agro-food businesses cope with financial disruptions.

A comprehensive trade agreement with New Zealand was signed in July 2023 and ratified by the European
Union in November 2023 to enter into force on 1 May 2024, the first agreement in force to fully integrate a
new approach to trade and sustainable development. It includes a dedicated chapter on sustainable food
systems, the first of its kind in the world.

Assessment and recommendations

e Agricultural productivity growth in the European Union has not consistently been matched with
improved environmental sustainability, especially for farmland biodiversity and water use. The
European Union seeks to balance productivity growth with environmental, social and economic
sustainability using both EU-level instruments and measures at the Member State level. Given the
multiple measures in place, effective policy co-ordination across all policy areas and governance
levels is key for achieving the Sustainable Productivity Growth objectives.

e The European Innovation Partnership for Agricultural Productivity and Sustainability (EIP-AGRI)
fosters bottom-up multi-actor partnerships of farmers and others to co-create innovative solutions
in agriculture. Gathering more evidence and learning from existing projects is essential to better
understand how innovative solutions are spreading within and outside partnerships, as well as to
identify the main drivers and barriers in achieving the expected outcomes. Such information will
help maximise the effectiveness of these partnerships by informing future policy tools and driving
innovation for agricultural sustainability.

e The agricultural knowledge and innovation system (AKIS) needs to further step-up efforts to
integrate knowledge flows on environmentally-friendly practices and novel solutions, especially
through advisory services. Incorporating AKIS strategies into CAP strategic plans is promising,
provided it leads to concrete actions at national level. Other helpful actions would be to develop a
comprehensive skills agenda for the EU agro-food sector, strengthen advisory services, especially
in sustainable environmental practices, and upskill farmers through lifelong learning. Allocating a
larger share of CAP funding to these initiatives, along with agricultural R&D, will put a greater focus
on sustainability by helping solve environmental challenges on farms.

e The delay or withdrawal of several legislative proposals — such as the legislative Framework for
the Sustainable Food Systems and the Regulation on the Sustainable Use of Plant Protection
Products — show the difficulties of incorporating the European Green Deal targets into EU
agricultural policy. These setbacks do not lessen magnitude of the problems faced by the European
Union and the importance of finding a path towards effective solutions to pressing and longstanding
environmental challenges.

e Some of the initial set of CAP 2023-27 environmental requirements were subsequently relaxed.
While these changes may ease implementation, they may limit the effectiveness of this mechanism
in promoting public goods or reducing environmental harm. Instead of increasing flexibilities, further
consideration should be given to the potential benefits of reforming conditionality by focusing on
the performance of a reduced number of practices that are enforceable and monitorable at a large
scale.

e The European Union’s trade facilitation measures put in place to ease agricultural exports from
Ukraine, such as through the Solidarity Lanes, have successfully helped to alleviate the difficult

AGRICULTURAL POLICY MONITORING AND EVALUATION 2024 © OECD 2024



| 251

situation faced by Ukrainian producers and contributed to overall food security. While the temporary
restrictions on the markets of certain EU Member States, introduced for selected products in
response to increased imports from Ukraine, have challenged the operation of the common market,
fostering co-ordination and dialogue among stakeholders presents a way forward for regional
market stability.

e The EU agricultural policy agenda includes promising new approaches and priorities. How
successful these will be largely depends on the design and implementation choices made by
Member States. While better transparency and reporting on progress can encourage bolder action
by Member States, more use of outcome-oriented approaches to policy design would do even more
to increase effectiveness of policy tools.

Development of support to agriculture

Figure 11.1. European Union: Development of support to agriculture
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explorer.oecd.org/.
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Figure 11.2. European Union: Drivers of the change in PSE, 2022 to 2023
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Note: EU27. % change of nominal Producer Support Estimate expressed in Euro.
Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https://data-

explorer.oecd.org/.

Figure 11.3. European Union: Commodity-specific transfers (SCT), 2021-23

Percentage of commodity gross farm receipts
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Table 11.1. European Union: Estimates of support to agriculture
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Million USD
1986-88 2000-02 2021-23 2021 2022 2023p

Total value of production (at farm gate) 233558 225093 506 566 483 603 513 859 522235
of which: share of MPS commodities (%) 74.95 73.34 7425 7324 75.63 73.87
Total value of ption (at farm gate) 212900 226 789 495 621 457 245 517 389 512 229
Producer Support Estimate (PSE) 95 385 79781 92924 90 064 88137 100 571
Support based on commodity output 86 308 40 997 18 055 12076 15410 26 678
Market price support’ 80672 37 067 17795 11804 15158 26 422
Positive market price support 81784 37 067 17811 11804 15158 26 470
Negative market price support -1112 0 -16 0 0 -48
Payments based on output 5637 3930 260 272 252 256
Payments based on input use 5056 6833 15591 15704 15252 15816
Based on variable input use 960 3047 6149 6668 5787 5993
with input constraints 0 0 44 54 41 37
Based on fixed capital formation 2986 2259 6872 6175 6612 7829
with input constraints 0 94 119 117 116 125
Based on on-farm services 1109 1527 2570 2 861 2854 1994
with input constraints 90 274 16 14 1 33
Payments based on current A/An/R/I, production required 3587 31196 23453 21765 21426 27167
Based on Receipts / Income 147 99 1632 2011 1458 1426
Based on Area planted / Animal numbers 3440 31097 21821 19754 19968 25740
With input constraints 940 13953 18912 18125 16 941 21668
Payments based on non-current A/An/R/I, production required 0 0 13 12 11 18
Payments based on non-current A/An/R/I, production not required 0 10 34188 39002 34 848 28714
With variable payment rates 0 0 0 0 0 0
with commodity exceptions 0 0 0 0 0 0
With fixed payment rates 0 10 34188 39002 34 848 28714
with commodity exceptions 0 0 0 0 0 0
Payments based on non-commodity criteria 478 1078 1325 1219 998 1757
Based on long-term resource retirement 476 846 397 440 324 428
Based on a specific non-commodity output 2 176 805 679 586 1148
Based on other non-commodity criteria 0 57 123 99 88 181
Miscellaneous payments -43 -334 300 286 192 421
Percentage PSE (%) 38.43 29.77 15.96 16.03 15.02 16.86
Producer NPC (coeff.) 1.66 1.22 1.04 1.03 1.03 1.05
Producer NAC (coeff.) 1.62 1.42 1.19 1.19 1.18 1.20
General Services Support Estimate (GSSE) 9144 8355 13 866 14 375 12931 14293
Agricultural knowledge and innovation system 1814 3492 7554 7803 7008 7850
Inspection and control 194 281 1244 1246 1192 1293
Development and maintenance of infrastructure 1331 2222 2001 2216 1781 2007
Marketing and promotion 1210 996 3017 3066 289%4 3090
Cost of public stockholding 4571 1294 28 22 35 25
Miscellaneous 24 69 24 22 20 28
Percentage GSSE (% of TSE) 8.31 9.12 12.91 13.71 12.75 12.40
Consumer Support Estimate (CSE) -69 408 -33 000 -17 144 -11127 -14 811 -25493
Transfers to producers from consumers -80 268 -36 084 -16 960 -10 995 -14 478 -25 407
Other transfers from consumers 1699 -117 -1 -578 -652 -904
Transfers to consumers from taxpayers 4992 3537 401 447 318 437
Excess feed cost 7567 264 127 0 0 381
Percentage CSE (%) 33.38 -14.75 -3.48 -2.44 -2.86 -4.98
Consumer NPC (coeff.) 1.63 1.19 1.04 1.03 1.03 1.05
C NAC (coeff.) 1.50 1.17 1.04 1.02 1.03 1.05
Total Support Estimate (TSE) 109 521 91672 107 191 104 886 101 386 115301
Transfers from consumers 81967 36 801 17 671 11573 15130 26311
Transfers from taxpayers 29253 55 589 90 231 93 891 86 908 89 894
Budget revenues -1699 -7117 -1 -578 -652 -904
Percentage TSE (% of GDP) 2.51 1.04 0.62 0.61 0.61 0.65
Total Budgetary Support Estimate (TBSE) 28 849 54 606 89 396 93 082 86228 88879
Percentage TBSE (% of GDP) 0.66 0.62 0.52 0.54 0.52 0.50
GDP deflator (1986-88 = 100) 100 152 212 207 218 .
Exchange rate (national currency per USD) 0.91 1.09 0.91 0.85 0.95 0.92

.. Not available

Note: p: provisional. NPC: Nominal Protection Coefficient. NAC: Nominal Assistance Coefficient.
AJ/An/R/I: Area planted/Animal numbers/Receipts/Income.
European Economic Community (EEC) with 12 members for 1986-88; EU15 for 2000-02; and EU27 from 2021.

1. Market Price Support (MPS) is net of producer levies and excess feed cost. MPS commaodities for the European Union are: wheat, maize, barley, oats,
rice, rapeseed, sunflower, soybean, sugar, milk, beef and veal, sheep meat, pig meat, poultry, eggs, potatoes, tomatoes, plants and flowers, and wine.

Source: OECD (2024), “Producer and Consumer Support Estimates”, OECD Agricultural policy monitoring (database), https:/data-explorer.oecd.org/.
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Policy landscape

Main policy instruments

The Common Agricultural Policy (CAP) is the agricultural policy framework of the European Union. The
new CAP 2023-27 entered into force on 1 January 2023. In addition to the CAP, Member States may
implement measures funded from national or sub-national budgets that target specific sub-sectors or
objectives. These measures must comply with the European Union’s state aid rules and not distort
competition within the common market (OECD, 2017;1). The CAP 2023-27 is built around 10 specific
objectives: to ensure a fair income for farmers; to increase competitiveness; to improve the position of
farmers in the food chain; climate change action; environmental care; to preserve landscapes and
biodiversity; to support generational renewal; vibrant rural areas; to protect food and health quality; and to
foster agricultural knowledge and innovation.

The CAP is organised in two pillars: the European Agricultural Guarantee Fund (EAGF) finances Pillar 1,
and the European Agricultural Fund for Rural Development (EAFRD) finances Pillar 2. Pillar 1 covers
sectoral interventions, as well as direct payments to active farmers. Rural development policy is supported
by Pillar 2. Pillar 1 is financed by the European Union? and Pillar 2 programmes are co-financed by the
Member States.®

The new CAP entails a new delivery model in which Member States play a central role in designing
and implementing their CAP Strategic Plans (CSP).* The new delivery model gives Member States
more flexibility to design schemes that meet the needs of their farming sector. Member States were
required to carry out a thorough assessment of their territory and agro-food sector, based on a strengths,
weaknesses, opportunities and threats (SWOT) analysis, with the objective of designing more targeted
and effective programmes (OECD, 2023[2)).

Each CSP contains targeted interventions designed to deliver tangible results in relation to the 10 EU-level
objectives and contribute to the ambitions of the European Green Deal (EC, 20193). This new
programming approach applies to interventions under both pillars of the CAP and not only to rural
development interventions as in the past. There is one CSP for each Member State (except for Wallonia
and Flanders in Belgium, which each have their own plan), making a total of 28 plans. The “Country
snapshots” section below provides an overview of all the 28 CSPs.

The European Union and the Member States aim to mobilise a total of EUR 307 billion (USD 332 billion)
for approximately 2 500 interventions within the new CAP (EC, 2023y4). Of this amount, almost two-thirds
has been allocated to Pillar 1 (Figure 11.4). Direct payments make up the bulk of CAP spending: these
payments are largely decoupled from production as they are based on farm area, and do not depend
on current production decisions. They represent an important part of farm income (OECD, 20232)).

Greening payments in the previous CAP were replaced by more stringent environmental requirements
under enhanced conditionality and by redirecting on average 24% of direct payments to eco-schemes
(designed by each Member State), which are now a main tool to achieve environmental and climate goals.
The proportion of rural development funds spent by EU Member States on the different types of
interventions varies according to their national priorities as defined in their CSP (see the “Country
snapshots” section). The CAP 2023-27 also introduced the concept of social conditionality, linking farmer
payments to compliance with certain labour laws. Most Member States will apply such rules from 2025.
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Figure 11.4. CAP 2023-27, share of planned expenditures by type of intervention

Sectoral interventions 3% Coupled payments
12%

Ecoschemes
24%

Other decoupled
payments 64%

Note: Sectoral interventions includes market measures in certain sectors defined in the CAP Strategic Plans, such as fruit and vegetables,
apiculture, wine, hops, olive oil and table olives and other sectors (Art. 42(f) Reg. 2021/2115); coupled payments include Coupled Income
Support (CIS); other decoupled payments include Basic Income Support for Sustainability (BISS), Complementary Redistributive Income
Support for Sustainability (CRISS), and Complementary Income Support for Young Farmers (CIS-YF).

Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s)).

Direct payments

Under the new CAP (EU Regulation 2021/2115), the Basic Income Support for Sustainability (BISS),
replaced both the Basic Payment Scheme (BPS) and the Single Area Payment Scheme (SAPS).° BISS is
an annual payment decoupled from production for all eligible hectares declared by active farmers. It is
compulsory for all Member States and accounts for more than the half of the Pillar 1 envelope (Table 11.2).
BISS is complemented by four additional components:

Complementary Redistributive Income Support for Sustainability (CRISS): this is an extra payment
for a small, fixed number of hectares for farmers receiving the BISS, with the aim of promoting
more support to small and medium-sized farms. EU countries must allocate at least 10% of their
direct payments to CRISS.

Complementary Income Support for Young Farmers (CIS-YF): this is a voluntary scheme aimed at
providing enhanced income support to young farmers.6 CIS-YF may be a lump-sum payment or
an amount per hectare with the number of eligible hectares per farmer defined by the Member
States. The upper age limit may be set between 35 and 40 years and Member States can specify
the training and skills required of beneficiaries.

Coupled Income Support (CIS) paid per animal or hectare subject to various conditions to mitigate
the risk of market distortion.7 This mechanism may only be granted to certain sectors and EU
Member States must not allocate more than 13% of their direct payment budget to CIS. This may
however be increased by up to 2 percentage points to support the production of protein crops.

Schemes for the climate, the environment and animal welfare (eco-schemes) are a new element
of the CAP 2023-27 that supports farmers who adopt practices that minimise the negative impact
of agriculture on the environment and climate. These are intended to help farmers evolve towards
more sustainable farming methods.
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Table 11.2. Direct payments budget under CAP Strategic Plans 2023-27

Budget Share indirect =~ Share in decoupled
(EUR million) payments direct payments
Direct payments; of which: 187 943 100.0%
Decoupled direct payments; of which: 164 912 87.7% 100.0%
Basic Income Support for Sustainability (BISS) 96 697 51.5% 58.6%
Complementary Redistributive Income Support for Sustainability (CRISS) 20094 10.7% 12.2%
Complementary Income Support for Young Farmers (CIS-YF) 3407 1.8% 2.1%
Eco-schemes 44713 23.8% 27.1%
Coupled Income Support (CIS) 23031 12.3%

Note: The data represents the planned budget of the Member States for the entire duration of the CAP Strategic Plans. Direct payments from
2023-2027 outside of the CAP Strategic Plans such as POSEI are not included.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s)).

Member States have the flexibility to apply reductions of up to 85% of BISS received by a single farm
(degressivity)® for amounts exceeding EUR 60 000 (USD 65 000) and may also opt to set an upper limit
(capping) for amounts exceeding EUR 100 000 (USD 108 000).

Member States that joined the European Union after 2000 may continue to implement Transitional National
Aid (TNA). TNA is granted from national budgets and is mostly disbursed as decoupled payments, though
limited commaodity specificity is allowed. It may apply on a per hectare basis to arable land, hops and starch
potatoes; on a volume basis to milk; and as a headage payment to livestock. Member States may review
TNA budgets and supported commodities on an annual basis.

Member States can also choose to implement the Payment for Small Farmers (PSF), a simplified income
support intervention replacing all other forms of income support payment. Farmers applying for the PSF
cannot receive any other direct payment and the payment may not exceed EUR 1 250 (USD 1 424). Small
farms with an agricultural area of less than 10 ha are exempt from conditionality controls.

The POSEI scheme (Programmes d’Options Spécifiques a 'Eloignement et a I'lnsularité) supports farming
in the European Union’s outermost regions by using production-related payments. The scheme supports
access to food, feed and inputs for local communities, as well as the development of local agricultural
production. It represented 1.2% of the direct payments envelope in 2023.

Sectoral interventions

Under the new policy framework, market-related support to specific sectors is no longer governed by the
Common Market Organisation (CMOQO) Regulation and is now part of the Member States’ CAP Strategic
Plans® (European Parliament, 20236)). These sectoral interventions are financed under Pillar 1 and, unlike
in the previous CAP, now extend to all agricultural sectors. Such fundings aim at promoting greater
collaboration and concentration among farmers, strengthening their bargaining power, and enhancing
market efficiency and their position within the food supply chain.

The fruit and vegetables and wine sectors together represent 90% of the total financial allocations under
the CSPs for sectoral support at EU level (Table 11.3). Support for the fruit and vegetables sector and
“other” sectors is provided through operational programmes, which are funding programmes for members
of producer organisations. Support for wine and apiculture interventions is provided through specific
interventions defined in CSPs, as the beneficiaries are not producer organisations. Sectoral interventions
for apiculture are co-financed by Member States, with a minimum co-financing rate of 50%.°
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Table 11.3. Financial allocations to sectoral interventions in approved CSPs

Sector Budget Share
(EUR million)

Fruit and vegetables 4143 44.4%
Wine 4147 44.5%
Apiculture 694 7.4%
Hops 1 0.1%
Olive 219 2.3%
Other sectors 110 1.2%
Total 9323 100.0%

Note: Support for these sectors provided outside the CSPs is excluded. Sector support for apiculture includes national co-financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s)).

Member States can provide co-financed support to the fruit and vegetables sector and to the olive oil and
table olives sectors. This type of support funds a wide range of actions from production planning, quality
measures, market withdrawal and harvest insurance to training, promotion and communication. Some of
these measures apply at farm level while others are provided to producer organisations or the sector at
large. Similarly, the wine sector is supported through promotional measures in both the European Union
and third countries, restructuring and conversion of vineyards; compensation for green harvesting; setting
up of mutual funds; investment in tangible and intangible capital; income insurance; development of new
products, processes and technologies; and distillation of by-products.

Other market-related measures

Member States continue to implement and finance certain market-related measures outside of the CSP,
under the amended CMO Regulation, including the POSEI and Smaller Aegean Islands (excluding direct
payments), promotion of agricultural products, and school schemes. Pillar 1 funds the school schemes for
the distribution of milk, fruit and vegetables, with a total budget of EUR 220.8 million (USD 238.7 million)
per school year, of which up to EUR 130.6 million (USD 141.2 million) for fruit and vegetables and up to
EUR 90.1 million (USD 97.4 million) for milk (European Parliament, 2023(6))

Within the framework of the CMO, the European Union may resort to measures aimed at stabilising
agricultural markets, including public intervention and aid for private storage. An entry price system
(minimum import price) is in place for some products, along with ad valorem duties, but no export subsidies.
In the dairy sector, intervention prices are used for butter and skimmed milk powder (SMP), while import
tariffs are applicable to all milk and dairy products. Intervention purchases may be made for butter and
SMP, but these must be done via tender when amounts exceed 50 000 tonnes for butter and
109 000 tonnes for SMP. Intervention purchases are rarely used, but were opened for both products as a
response to sector shocks during the COVID-19 pandemic. Nevertheless, the last public intervention
purchases took place before then.

During times of low market prices, the EU can provide support to private sector operators by paying for the
cost of storage of their products for a set period. Private storage may be activated as an optional scheme
for butter, SMP, certain cheeses, olive oil, flax fibre, beef, pig meat, sheep meat and goat meat. This
opportunity was opened for butter, SMP, cheese, beef and sheep meat in 2020-21 in response to the
COVID-19 emergency and for pig meat in 2022 in response to the war in Ukraine (see Domestic policy
responses to Russia’s war of aggression against Ukraine).

In addition to internal market intervention, the European Union applies trade-related measures with non-
EU partners such as import and export licences, import duties, tariff quotas, safeguards and export refunds.
Market support measures for beef include not only floor prices but also tariffs and TRQ support, while pig
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meat benefits from import protection only." The market support regime for sheep meat involves tariffs and
TRQs, with most country-specific TRQs granted at zero customs duty. TRQs also support the poultry and
egg markets.

Exceptional measures are implemented when a crisis or the threat of a crisis arises requiring a targeted
response to prevent a sudden decline in prices and/or mitigate its effects. They allow the European
Commission to quickly act during periods of significant market imbalances, a loss of consumer confidence
due to public, animal or plant health risks, or other specific problems (EC, n.d.i7)).

In term of budgetary discipline, the new Regulation (EU) 2021/2116 starting in 2023 establishes in the
EAGF an agricultural reserve of at least EUR 450 million (USD 487 million) that can be directed towards
measures such as emergency buying and private storage aid, as well as exceptional measures. Before
2023, the reserve for crises was part of the CMO Regulation and activating its use would result in
corresponding cuts in direct payments to farmers (following the so-called “financial discipline”). Now, the
amount for the agricultural reserve enters directly from the EU budget and is established at the beginning
of each year (EC, 2024)).

Rural development

For the 2023-27 period, Rural development interventions will receive EUR 64 billion from the EU budget
and EUR 43 billion from national funds (Table 11.4). Member States may allocate further national financing
in some cases, and 16 Member States committed to an additional EUR 11 billion, mainly to actions for
investment and practices related to environment, climate and animal welfare (EC, 20239)).

Member States have the option to implement eight different types of interventions. Environment and
climate measures represent the most important intervention type in financial terms (31%). The
related budget is mainly allocated to area-based measures addressing specific environment and climate
objectives and organic farming, but this category also includes animal welfare and forestry related actions.
A large share of the budget (29%) is allocated to investments, which together with co-operation (10.4%)
are the main “non-area” based rural development instruments. Around 18% of the budget goes to limit land
abandonment via payments to farms in areas affected by natural and other area specific constraints. This
support is mainly granted through annual payment to compensate for income foregone and additional costs
related to continuation of their agricultural activity.

Table 11.4. Rural Development, planned budget under CAP Strategic Plans 2023-27, by type of
intervention

Budget Share in total public expenditure
(EUR million)

Rural Development EU funding 64 134 59.9%

Rural Development national funding 43003 40.1%

Total Rural Development 107 137 100.0%
Environment and Climate (ENVCLIM) 33212 31.0%
Areas with Natural Constraints (ANC) 18716 17.5%
Areas with Specific Disadvantages (ASD) 830 0.8%
Investment support (INVEST) 31379 29.3%
Installation aid (INSTAL) 5175 4.8%
Risk Management (RISK) 4592 4.3%
Cooperation (COOP) 11160 10.4%
Knowledge and Advice (KNOW) 2073 1.9%

Note: The budget includes support through European Agricultural Fund (EAGF) and national co-financing. It does not include additional national
financing and transfers between funds.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s)).
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The LEADER (Liaison Entre Actions de Développement de I'Economie Rurale) programme is based on a
multi-sectoral approach and local partnerships to address specific regional and local problems. Other
support for co-operative activities goes to the European Innovation Partnership for Agricultural Productivity
and Sustainability (EIP-AGRI), which brings together CAP and Horizon funding for bottom-up multi-actor
agricultural innovation projects. These projects tackle practical problems through a co-creation process
involving farmers, researchers and other relevant actors. At least 5% of rural development funding from
the EU budget must be spent on the LEADER approach.

CAP measures to promote environmental and climate benefits

The new “green architecture” of the CAP is based on a hierarchy of action and compensation based on
distinguishing between minimum obligations and extra effort. Conditionality is at the base of this hierarchy,
tying direct payments and some rural development measures to a series of rules'? relating to the
environment, food safety, animal and plant health, animal welfare and to maintaining agricultural land in
Good Agricultural and Environmental Condition (GAEC) (OECD, 2023(2)).

The new CAP introduces “enhanced conditionality”, which integrates elements of cross-
compliance and greening from the previous CAP. Annex lll of the Reg. EU 2021/2115 defines nine
GAECs. A new requirement for protection of wetland and peatland was introduced (GAEC 2), while
previous greening obligations on the maintenance of permanent grasslands and on the protection of
environmentally sensitive permanent grasslands are now reflected in GAEC 1 and GAEC 9. The
requirements of GAEC 7 on crop diversification and GAEC 8 on areas beneficial for biodiversity were also
strengthened, although some of these were subsequently relaxed under the simplification package
approved in early 2024 (see section below).

Eco-schemes are the big new building block of the CAP 2023-27 to encourage the adoption of
specific farming practices with additional environmental benefits. Each Member State sets up eco-
schemes for their farmers based on the framework given in the EU Regulation 2021/2115. These eco-
schemes are voluntary for farmers. Payments are granted per hectare (in a few cases per livestock unit)
in two forms: either as compensation for additional costs incurred or income foregone (and possible
transaction costs), similar to the agri-environmental support schemes of Pillar 2, or as fixed top-up
payments in addition to decoupled direct payments. Among the 163 eco-schemes, only 29 provide
payments as top-ups, while the remaining 134 provide payments intended to compensate the additional
costs and income loss incurred by farmers due to these commitments. Seventy-five eco-schemes aim at
applying sustainable farming in arable land, 30 apply to all land types, while 22 are targeted to grassland
and 18 to permanent crops. The remaining 18 eco-schemes focus on the sustainability of livestock
production and on animal welfare.

As regards aid schemes for the fruit and vegetables sector under the new policy framework, Member
States must allocate 15% of expenditure on operational programmes to the environment and climate
change mitigation and adaptation, and 5% to strengthening research, development, and innovation (EC,
2023y9)).

The new CAP also mandates that each CAP Strategic Plan allocates at least 35% of the EAFRD funding
under rural development towards environmental and climate-related objectives, including animal welfare.
Eligible interventions for this ring-fenced funding include environmental, climate and other management
commitments (Article 70 of Reg. (EU) 2021/2115), compensation payments for area-specific
disadvantages relative to the EU Birds and Habitats Directives as well as the Water Framework Directive
(Article 72). Other qualifying expenditures are investments targeting environment and climate objectives
(Articles 73-74), and 50% of the allocation for areas with natural constraints (Article 71).
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Innovation for sustainable productivity growth

Productivity and sustainability performance of EU agriculture

Over the last 60 years, EU agriculture has transitioned from a growth model based on intensification (use
of more inputs) to one driven by technological advancements and efficiency gains. This has allowed
continued growth in production and the European Union is now the largest agro-food exporter in the world.
Since 2000, EU agriculture has had respectable Total Factor Productivity (TFP) performance, with annual
growth rates of 1.1% during 1993-2002 and 1.3% during the 2012-21 period (Table 11.34). Most of the
gains in TFP have been attributed to reductions in agricultural labour due to increased labour productivity
(OECD, 2023z)).

Structural changes in EU Member States are also reflected in their recent productivity performance. Since
the 1960s, pre-2004 Member States (EU14) have maintained a high TFP growth driven by labour
productivity improvements, though this growth has slowed in the last decade. In contrast, TFP growth has
accelerated in the post-2004 Member States (EU13), as evidenced by a rapid increase in output and stable
input use. Over this period, the quality and health of EU agricultural landscapes and farmland biodiversity
has declined, although the state of biodiversity in agricultural areas differs widely between Member States
and this is largely dependent on the degree of agricultural intensification of the predominant farming
systems. Water use is also a growing concern and nutrient surplus continues to be problematic in many
regions (OECD, 20232)).

While “sustainable productivity growth” is not a formal policy target for the EU’s agricultural sector, the
European Union aims to simultaneously foster environmental, social and economic sustainability. The
European Green Deal set out a roadmap for transforming the EU economy, including food systems. To
achieve the European Green Deal’s objectives, as well as those expressed in the Farm to Fork Strategy
and the EU Biodiversity Strategy for 2030, EU Member States have a range of policy tools and frameworks
at their disposal. These tools help farmers adopt more sustainable practices and modernise their
agricultural operations, as well as fostering the development of new innovative solutions. This section
primarily focuses on the EU-level approaches and initiatives, while examples from individual EU Member
States are presented in Chapter 1.

EIP-AGRI as the European Commission’s flagship instrument to foster sustainable
productivity in EU agriculture

The European Union fosters sustainable agricultural productivity through the co-creation of demand-driven
innovations. The European Innovation Partnership for Agricultural Productivity and Sustainability
(EIP-AGRI) serves as the European Commission’s flagship policy tool for promoting bottom-up
multi-actor public-private agricultural innovation partnerships. The EIP-AGRI Operational Groups
(OGs, funded under the CAP and discussed in greater detail in Box 1.7 in Chapter 1) engage a wide range
of stakeholders, including farmers, researchers, and agricultural advisors or other innovation brokers, to
transform demand-driven grassroots ideas into innovative solutions, with about 60% of projects focusing
on climate and environmental issues. After a slow start in the mid-2010s, the number of OG projects has
been increasing in recent years and reached approximately 3 500 in May 2024. (EU CAP Network,
20241107). Additionally, also within the framework of EIP-AGRI, over 190 multi-actor projects were
implemented under Horizon 2020 (Van Oost, 2021(11).

Contributions of the CAP to sustainable productivity growth

Although the CAP does not explicitly target sustainable productivity growth, it still contributes to it. The
current CAP (2023-27) outlines 10 specific objectives among which “Enhance market orientation and
increase farm competitiveness” and “Improve farmers’ position in the value chain” aim to contribute to
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productivity growth. Meanwhile, “Contribute to climate change mitigation and adaptation”, “Foster
sustainable development and efficient management of natural resources”, and “Protect biodiversity,
enhance ecosystem services and preserve habitats and landscapes” focus on fostering environmental
sustainability. In addition, a cross-cutting objective aims at “Fostering and sharing of knowledge, innovation
and digitalisation” (OECD, 20232;). The EU CAP Network recently launched a Thematic Working Group to
produce guidance on how to assess the CAP’s contribution to sustainable farm productivity.

The CAP serves as the primary policy framework supporting EU farmers and has traditionally provided
investment support to stimulate farm modernisation and productivity. This support is manly provided
through RDPs, with the overall objective of stimulating technical progress and labour productivity. These
investments aim at upgrading buildings, improving energy efficiency, incorporating renewable energy
sources, or developing efficient irrigation systems. Financial support can also be granted for farmers to
invest in modern equipment and machinery, as well as innovative technologies, such as precision farming,
lIoT (Internet of Things) applications, and robotic systems. These measures can facilitate adoption of
modern technologies by reducing financial barriers, thereby helping farmers operate more efficiently and
sustainably. Direct payments in the CAP may also have mixed impacts on agricultural productivity.'3

The evolution of CAP support shows an increasing integration of environmental and climate objectives,
reflected in the increasing scope of both mandatory and voluntary input constraints that are attached to
payments. The CAP support has increasingly aimed at encouraging sustainable practices,’* as well as
promoting resource efficiency, biodiversity conservation and climate actions.’® A growing share of
payments have been tied to agri-environmental requirements, and the newly introduced eco-schemes have
been designed to further promote actions in areas such as carbon farming and nutrient management, or
integrated plant protection aimed at increasing soil fertility, rational fertilisation, or improving crop quality,
and ultimately expected to translate into agricultural income. The range of available interventions is broad,
with support for climate-friendly animal husbandry and environmentally friendly crops, carbon farming, and
agroecology being just a few examples implemented by selected EU Member States. Pillar 2 interventions
also include a broad range of measures that contribute to sustainability objectives, including agri-
environmental and climate interventions, as well as organic farming schemes, which offer monetary
incentives to encourage practices that exceed basic regulatory standards under conditionality and eco-
schemes requirements. Such interventions are combined with measures supporting on investments in the
modernisation of farms, including for environmental purposes.

In their CSPs for the period 2023-27, EU Member States were required to outline their approaches
to modernising their national Agriculture Knowledge and Innovation Systems (AKIS). Interventions
planed under the “Cooperation” and “Knowledge and Advice” headings aim to foster collaboration among
AKIS actors, and facilitate knowledge exchange, including through advice, training and demonstration
farms. The European Commission (EC) aims at strengthening the role of agricultural advisors in promoting
environment-friendly practices and new technologies among EU farmers. CAP instruments such as farm
modernisation investment or young farmer support, incentivise farmers to upgrade their skills through
minimum qualification requirements. Furthermore, knowledge transfer, research and innovation activities,
are also supported through sectorial interventions under the EAGF (OECD, 2023}2).

European Commission’s research, development and innovation initiatives

The European Commission (EC) established the European Research Area (ERA) to create a unified
market for research, innovation, and technology across Europe. This initiative is essential to the EU’s
research and innovation goals, as it promotes connectivity and leverages economies of scale among
research entities. While EU Member States have their own research policies and funding, the EC aims to
help align these national efforts and encourage joint programming. In the agricultural sector, the Standing
Committee of Agricultural Research (SCAR) supports this alignment by facilitating interaction among ERA
countries on research and innovation strategies. SCAR has contributed to the development of European
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Framework Programmes for Research and Innovation, including Horizon Europe. The SCAR’s strategic
working group on Agricultural Knowledge and Innovation Systems (SWG SCAR-AKIS) is tasked with
recommending improvements for knowledge and innovation systems related to agriculture and
interconnected areas such as the environment, biodiversity, or food systems (OECD, 2023)).

Horizon Europe (HE), the EC’s key research and innovation framework programme for 2021-27, is the
EU’s primary fund for fostering research and innovation, including for sustainable agriculture. Notably
Cluster 6, titled “Food, Bioeconomy, Natural Resources, Agriculture, and Environment”, has a budget of
EUR 9 billion for 2021-27 to support research and innovation in the areas such as sustainable land use
and cultivating a resilient inclusive agricultural sector. It incorporates partnerships, networks, and initiatives
like thematic networks, which compile scientific evidence and best practices into accessible materials for
end-users (OECD, 20232;). Under HE, and its predecessor Horizon 2020, several successful projects have
emerged contributing to building solutions for more sustainable agricultural sector, including in areas such
as precision farming, sustainable fertiliser production, agroecology, as well as animal, plant and soil health.

HE uses partnerships to promote cross-country collaboration in research and innovation, fostering
synergies between EU and national research agendas, and channelling public and private investments to
address global challenges and European policy goals. Twenty-three per cent of HE’s Cluster 6 funds is
allocated to partnerships, with additional commitments from the private sector and public partners. Among
the eight partnerships, four are specifically relevant to sustainable farming and food systems. The
Accelerating Farming Systems Transition: Agroecology Living Labs and Research Infrastructures
partnership aims to promote sustainable farming practices through real-life experimentation and research
infrastructure (EC, 202412;). The Animal Health and Welfare partnership focuses on developing new tools
and knowledge to manage infectious animal diseases, combat antimicrobial resistance, and improve
animal welfare. The Agriculture of Data partnership supports sustainable agricultural production by
developing EU-wide datasets and using digital and environmental data. The Sustainable Food Systems
for People, Planet, and Climate partnership seeks to promote healthy, safe, and sustainably produced
diets, establishing a food system knowledge hub and a network of living labs (OECD, 20232).

Horizon Europe recently adopted a more mission-driven approach to addressing complex societal
challenges through interdisciplinary, cross-sectoral, and cross-institutional collaboration. Its new
flagship initiatives, known as EU Missions, focus on delivering clear, relevant, and ambitious objectives
with measurable and time-bound targets. These missions are planned as a portfolio of actions, including
research projects, policy measures, and even legislative initiatives, which build on cooperation and
synergies with other parts of Horizon Europe, including clusters and European Partnerships, as well as the
other policy frameworks such as CAP with its Operational Group projects. “A Soil Deal for Europe” is the
EU Mission benefiting the agricultural sector. With a budget of EUR 320 million for 2021-23, it targets the
restoration of soil functions. This mission aligns with the European Green Deal and aims to increase the
share of healthy soils beyond the current 30-40% by 2030. The mission aims to foster a common European
framework for soil monitoring and knowledge dissemination, as well as support enhancing the impact of
future innovations (OECD, 20232)).

Non-agricultural instruments of the EC contributing to sustainable productivity growth in EU
agriculture

The Recovery and Resilience Facility (RRF) is a temporary instrument of the European Union, in force
since 2021 until 2026, designed to help EU Member States to strengthen their economies recovering from
the COVID-19 crisis, while promoting sustainable and resilient growth. The Facility brings up to
EUR 648 billion (USD 700 billion) in loans and grants, with at least 37% dedicated to climate and 20% to
digital initiatives. Member States submit National Recovery and Resilience Plans, which include reforms
and investments to achieve specific milestones and targets. These plans include developing new research-
intensive “green” technologies to address environmental issues, disseminating technological innovation
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related to mechanisation and precision agriculture, creating innovation hubs, introducing up-to-date
upskilling programmes for adults and adapting curricula for universities and vocational schools. They can
also provide support for investment in machinery and infrastructure (e.g. smart irrigation networks), as well
as upgrading existing information systems and their integration with other public systems and registers.

The Digital Europe Programme (DIGITAL) supports the EU digital targets for 2030. One notable project
worth EUR 8 million (USD 9 million) involves deploying an agricultural data space, enabling the agricultural
sector to share and access data, thereby enhancing its economic and environmental performance, also by
supporting education and training in digital areas. DIGITAL supports European Digital Innovation Hubs,
which help companies develop and adopt digital solutions. These hubs offer critical services such as
financing advice, training and technical expertise, along with opportunity to experiment before investing. In
the area of agriculture, they are also expected to build links with the EIP-AGRI projects (EC, 2021(13)).

High level initiatives of the European Commission for agricultural sustainable productivity

“Total factor productivity in agriculture” was incorporated as a context indicator (C.27) to monitor the CAP
performance. Commission services such as DG AGRI, JRC, and ESTAT work with entities like the ERS
USDA, OECD (including participation in the OECD Network on Agricultural Total Factor Productivity (TFP)
and the Environment), FAOSTAT, and Eurostat to help establish the productivity (and sustainable
productivity) measurement, so that the analytical results are both useful and understandable for policy
makers, farmers, researchers and other stakeholders.

The European Commission also actively participates in the international initiatives to accelerate the
transition towards more sustainable food systems. For example, it has joined USDA-led Coalition on
Sustainable Productivity Growth for Food Security and Resource Conservation (SPG Coalition), which
adopts a holistic approach to productivity growth by considering impacts and trade-offs among multiple
objectives and optimising agricultural sustainability across social, economic, and environmental
dimensions. The European Union also participates in other United Nation Food System Summit (UNFSS)
coalitions, including Food Systems Transformation Through Agroecology, Healthy Diets from Sustainable
Food Systems for Children and All (HDSFS), School Meals, Zero Hunger.

Recent policy developments

Domestic policy developments in 2023-24

Overall spending

The EU budget for agriculture and rural development in 2023 was EUR 52.5 billion (USD 56.8 billion), a
decrease of EUR 2.6 billion (USD 2.8 billion) compared to 2022, largely due to the decrease of Pillar 2
budget. Most of the rural development expenditures were related to the continuation of 2014-22 measures,
as the majority of the new 2023-27 measures had not yet been activated. Expenditure under Pillar 1 was
EUR 40.5 billion (USD 43.8 billion) (76.3%), and EUR 11.9 billion (USD 12.9 billion) (22.8%) under
Pillar 2. Pillar 1 also funds market support measures, representing 6.3% of the overall agriculture and rural
development budget in 2023 (Table 11.5).
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Table 11.5. EU expenditure on agriculture by source and use, 2023

Budget Share in CAP expenditures
(EUR million)
Pillar 1 Decoupled direct payments 32011 61.0%
Coupled direct payments 4729 9.0%
Interventions in agricultural markets 3292 6.3%
Pillar 2 Rural Development - EU funding 11990 22.8%
Pillar 1 and 2 Other expenditures 475 0.9%
Total 52 497 100.0%

Note: Estimated funding. Numbers may not add up to 100 due to rounding. Other expenditures include administrative expenditures, clearance
of accounts, technical assistance and completion of previous programmes.
Source: OECD calculations based on European Commission, EUR-Lex budget 2024.

Agri-environmental sustainability

In 2023 and early 2024 there were important policy developments regarding some of the regulations that
underpin the Farm-to-Fork and Biodiversity Strategies:

e Two legal proposals were adopted on 5 July 2023 on plant reproductive material and forest
reproductive material (EC, 2023[141), with the aim of aligning current legislation with the objectives
of the European Green Deal and to provide farmers with high-quality seeds that guarantee stable
and sustainable yields. As part of the same package, a proposal on New Genomic Techniques was
also presented (EC, 2023|15)), to steer developments towards contribution to sustainability goals in
a wide range of plant species, especially for the agri-food system and to create an enabling
environment for research and innovation, especially for SMEs.

e On 27 March 2024 the European Commission withdrew the proposal for a new Regulation
on the Sustainable Use of Plant Protection Products. The proposal, which included legally
binding targets at EU level (with effort sharing between Member States) to reduce by 50% the use
and the risk of chemical pesticides as well as the use of the most hazardous pesticides by 2030,
was withdrawn since no agreement was foreseeable, in view of the rejection of the proposal by the
European Parliament and the lack of progress of the discussions in the European Council (EC,
2024116)). The Sustainable Use of Pesticides Directive (2009/128/EC) will remain in force.

e One of the Farm to Fork’s flagship initiatives is a proposal for a legislative Framework for
Sustainable Food Systems. The objective of this horizontal framework law is to establish new
foundations for future food policies by introducing sustainability objectives and principles on the
basis of an integrated food system approach. Although this legislative framework was expected to
be adopted by the end of 2023, this was not the case, and the proposal was not mentioned in the
European Commission work programme for 2024.

In April 2024 the European Parliament approved a review of the CAP Regulations — the so-called
“simplification package” — that, following the approval of the European Council, will further modify some
environmental rules. The approved changes, which will be in force until the end of the current CAP
2023-27, aim to reduce the burden on farmers and provide more flexibility for Member States
regarding some conditionality standards, also with the objective of avoid overlapping with existing
standards. Member States may adjust the reference ratio of permanent grassland to agricultural area
(GAEC 1) and will be allowed to exempt certain crops, soil types and farming systems in the application of
several standards (namely GAEC 5, 6, 7 and 9). While these exemptions must be limited in area and are
permitted only to address specific problems, Member States may introduce derogations to the adoption of
farming practices (e.g. tillage) against soil degradation (GAEC 5) and on the minimum soil cover in
sensitive periods (GAEC 6). Member States may also be able to allow farmers to carry out crop
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diversification instead of crop rotation (GAEC 7) and to establish an incentivisation scheme as part of the
eco-schemes proposed to farmers instead of keeping land fallow or keeping unproductive features on 4%
of their arable land (GAEC 8). Ploughing to restore permanent grassland in Natura 2000 sites could be
allowed in case it is damaged due to predators (GAEC 9) and temporary derogations are also allowed if
weather makes compliance with standards impossible. Small farms (up to 10 ha) will be exempt from
conditionality controls and from the application of administrative penalties for non-compliance with
conditionality requirements.

Rural Development

The implementation of the Rural Pact and an EU Rural Action Plan has proceeded in 2023, through several
key events and publications.'® Relevant publications are “The cost of non-rurality - preparing for a better
urban-rural balance in EU funding” (Nufiez Ferrer et al., 202317;), which highlights the importance of
achieving a balanced urban-rural policy and the report by the High-Level Group on the Future of Cohesion
Policy, entitled “Forging a sustainable future together” (EC, 20241g)), which acknowledges that Cohesion
is far too important to be left to Cohesion Policy alone” and that “Cohesion Policy exists amidst a broad
spectrum of other EU policies [including] established policies such as the Common Agricultural Policy.”

On 27 March 2024 the European Commission adopted its report on the implementation of the EU’s rural
vision. The document, entitled “The long-term vision for the EU’s rural areas: key achievements and ways
forward” (EC, 202419), takes stock of the actions that have been carried out since the publication of the
Commission Communication in June 2021. It provides an overview of new indicators and latest data on
rural areas, offering first insights into the progress achieved so far and reflections on future directions,
including on the proposals for EU policies for the post-2027 programming period.

Monitoring and evaluation of the CAP

The performance monitoring and evaluation framework (PMEF) of the CAP 2023-27 is regulated by the
Reg. EU 2021/2115. In 2023 and early 2024, further guidance was provided by the European Commission
to EU Member States on how to plan and report CAP output and results indicators and a report was
released on 19 February 2024 on the evaluation criteria (EC, 202420;). Under the PMEF, the European
Commission must carry out an interim evaluation of the CAP by 2026.

In order to support the implementation of the new CSPs, the European Commission launched the EU CAP
Network, a forum through which Member States’ organisations, administrations, researchers,
entrepreneurs and practitioners can share knowledge and information (e.g. via peer-to-peer learning and
good practices) about agriculture and rural policy (Box 11.1).

Box 11.1. The EU CAP Network

The EU CAP Network brings together stakeholders from the European Network for Rural Development
and EIP-AGRI with the overall objective of driving and steering all aspects of the implementation of the
CAP by:

e involving people interested in agriculture, forestry and rural areas across the European Union
e providing opportunities for European peer-to-peer networking and exchange

e sharing information, including good practices and funding opportunities

e improving skills

e encouraging the exchange of knowledge

e supporting the uptake of innovations in agriculture
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e strengthening AKIS approaches.

The Network supports the design and implementation of CSPs, innovation and knowledge exchange,
including EIP-AGRI, and evaluation and monitoring of the CAP. It has dedicated thematic work on CAP
implementation, innovation and evaluation, as well as trending topics.

Recent publications from the Network of relevance to implementation of the CSPs cover topics such as
the ante evaluations of CAP post 2020 (EC, 2023j21}), on the design and implementation of eco-
schemes (EC, 202322), and on how to enhance the biodiversity on farmland through high-diversity
landscape features (EC, 202323)).

On 29 July 2023, the European Commission released a study that evaluated the contribution of the
European Network for Rural Development (ENRD) and National Rural Networks (NRNs) in
implementing EU Rural Development Policy (ADE S.A., CCRI and OIR, 202324). The study analysed
the effectiveness of these networks in supporting 118 Rural Development Programmes during the
2014-20 period.

Policies to mitigate emissions from agriculture

To meet the legally binding goals of a 55% net reduction in GHG emissions by 2030 (compared to 1990)
and achieving climate neutrality in Europe by 2050, two legislative developments were enacted in
April 2023. The Council adopted legislation focusing on climate targets until 2030, notably amending the
EU Regulation 2018/842 on mandatory annual reductions in greenhouse gas emissions by the Member
States in the period 2021-30. This results in updated goals for EU Member States of reducing
greenhouse gas emissions from sectors outside the EU Emissions Trading System (ETS), such as
agriculture, waste and land use.

The Council also adopted the revision of the EU Regulation (EU) 2018/841 relating to the inclusion of GHG
emissions and their absorption due to LULUCF in the climate and energy policy framework until 2030,
which establishes rules for accounting for emissions and removals from LULUCF activities, including
agricultural practices such as managed cropland, grassland and wetland. To enhance the LULUCF
sector’s role in climate action, the proposed amendments shift the focus from balancing emissions and
removals to increasing removals. The goal is to reverse the recent decline in the sector’s carbon sink
capacity, targeting removals of 310 MtCOzeq by 2030 (EP, 202325)).

In February 2024, the European Parliament and the Council reached a provisional agreement on the
Carbon removals and carbon farming (CRCF) Regulation, which establishes the first EU-wide voluntary
framework to certify carbon absorption, farming, and storage in European products. Defining quality
criteria and outlining monitoring and reporting processes, the regulation aims to encourage investments in
innovative carbon removal technologies and sustainable carbon farming solutions, as well as to combat
greenwashing (EC, n.d.;ze)). In April 2024, the Council approved revisions to the Industrial Emissions
Directive (IED), extending clean air and water compliance requirements to a larger number of pig
and poultry farms.

Climate change mitigation measures implemented in EU Member States during the 2023-24 period
are embedded into their CAP strategic plans 2023-27, notably through rural development interventions
and newly established eco-schemes. Several supported actions are a continuation of the measures of the
CAP 2014-22, while a few are substantially new. To reduce GHG emissions and enhance carbon
sequestration, EU Member States overall support farming practices such as liming, cultivation of catch
crops, maintenance of grassland, organic production and agroecology, among others. Additional climate
change mitigation policies were enacted outside the CAP, as described in the “Country snapshots” section
below.
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Domestic policy responses to Russia’s war of aggression against Ukraine

The war in Ukraine and other disruptions kept prices of food and inputs high through 2023. Most
interventions put in place in 2022 were extended in some way in 2023. At the EU level, new CAP
flexibilities, exceptional measures and direct support to farmers were introduced, allowing each Member
State to choose which measures to implement, based on their own specific circumstances.

The Commission adopted successive exceptional and temporary derogations of the application of
conditionality measures aimed at enlarging the European Union’s production capacity. Most Member
States made use of the 2023 derogations granted by the European Commission related to the obligation
to rotate crops and set aside non-production areas (GAEC 7 and GAEC 8 under CAP 2014-22). Similarly,
most of them made use of the 2024 derogation permitting the fulfiiment of GAEC 8 under CAP 2023-27 by
ensuring at least 4% nitrogen-fixing plants or catch crops without using pesticides, where the mandatory
set-aside of 4% of arable land thus no longer applied.

Following the 2022 decision allocating a fund of EUR 500 million (USD 526 million) to Member States to
provide their farmers with temporary exceptional aid to counter threats of market disturbance resulting from
the war in Ukraine (EC, 202227)), further exceptional measures financed from the agricultural reserve of
the CAP were introduced to alleviate effects of the war on certain European farmers. The surge in cereals
and oilseeds imports from Ukraine to neighbouring EU Member States, via EU-Ukraine Solidarity Lanes,
adversely affected local farmers. In response, EUR 56 million to aid was offered in 2023 to affected farmers
in Bulgaria, Poland, and Romania, with the possibility to double the allowance with national funds (EC,
20232¢1). A second exceptional measure was implemented in June 2023, providing EUR 100 million to
support farmers producing specific cereals and oilseeds in Bulgaria, Hungary, Poland, Romania, and
Slovakia, with the option for additional national assistance of up to 200% (EC, 202329)).

Agricultural product prices sharply declined in mid-2023 in a context of high input costs, food price inflation,
and decreased consumer demand, leading to a third exceptional measure, implemented in July 2023, to
address challenges in the animal, fruit and vegetable, wine, cereals, and oilseeds sectors. This emergency
support aimed to assist farmers in the 22 Member States not covered by previous measures, with a total
fund of EUR 330 million and an additional national support of up to 200%. Member States prioritised
support for the hardest-hit sectors and could provide extra aid for wine distillation beyond national
programme allocations (EC, 202330)). In its rationale and design, this exceptional measure also aimed to
address the impacts of adverse weather events, such as the drought of spring 2023, particularly acute in
the south-western Member States, and related losses incurred by farmers.

In parallel, in the context of the general increase of input costs required for wine production, such as costs
for energy and bottles, a new exceptional measure was adopted in June 2023 to address potential market
imbalances in the sector. This measure allows Member States to redirect financial resources for specific
circumstances, including support for crisis distillation of wine (EC, 202331;). EUR 44 million was spent on
this measure as of October 2023.

The Commission also amended the Temporary Crisis and Transition Framework (TCTF) in
November 2023, allowing Member States to use state aid flexibilities to mitigate the economic impact of
the war in Ukraine. The amendment includes a limited prolongation of the provisions enabling Member
States to continue to grant limited amounts of aid, together with a proportionate increase in the aid ceilings
—including for the agricultural sector — and aid to compensate for high energy prices, effective at that time
until 30 June 2024. Other sections of the framework remain unchanged, with some being phased out by
31 December 2023 and others remaining in effect until the end of 2025.

Strategic dialogue on the future of EU agriculture

A Strategic Dialogue on the future of agriculture in the European Union was launched in January 2024.
This Strategic Dialogue is a forum to shape a shared vision for the future of the EU’s farming and food
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system, aiming to address both challenges and opportunities, such as a fair standard of living for farmers
and rural communities, supporting agriculture within the planet’s boundaries, exploiting the potential of
knowledge and technological innovation. The first meeting took place on 25 January 2024 and the second
plenary meeting on 11-12 March 2024. The findings and recommendations of the final report on the
Strategic Dialogue — expected by late summer 2024 — will be discussed in European Parliament and with
the Member States, to help inform the development of future EU agricultural policy.

Trade policy developments in 2023-24

Trade Agreements

The European Union—-New Zealand Free Trade Agreement, signed in July 2023, was ratified in
November 2023 by the European Union to enter into force on 1 May 2024. This deal reflects the EU’s
new trade approach, integrating sustainable development with a dedicated chapter on sustainable food
systems. Once in effect, European farmers stand to benefit from improved access to the New Zealand
market, with tariffs eliminated on key EU exports such as pork, wine, chocolate, and confectionery. The
agreement allows for the protection of geographical indications of EU wine and spirits and traditional
products, and also protects sensitive agricultural sectors through tariff rate quotas, such as some dairy
products, beef and mutton, ethanol and corn.

The European Union and the United Kingdom reached a principle political agreement known as the
Windsor Framework for Northern Ireland in February 2023. Arrangements address customs, agri-food
matters, medicinal products, VAT, and excise duties, while also considering perspectives and issues
pertinent to Northern Ireland’s local communities. Efforts are being made in the sanitary and phytosanitary
domain to ensure that residents of Northern Ireland have access to the same food products as those in
Great Britain, with streamlined transportation and reduced inspection requirements. Controls will be
reduced once food labelling assurances are fully operational.

In 2023, the European Union reinforced its trade ties with Asia through various initiatives, including
signing a digital partnership agreement with Singapore, strengthening strategic relations with India through
a Trade and Technology Council, and engaging in the 10t EU-China High Level Economic and Trade
Dialogue to discuss economic, financial, trade, and investment co-operation.

Trade policy responses to Russia’s war of aggression in Ukraine

In response to Russia’s full-scale invasion of Ukraine, the European Union implemented autonomous trade
measures (ATMs) in June 2022, allowing duty-free access for all Ukrainian products to the European
Union, including agricultural products previously subject to tariffs or tariff rate quotas. These measures
were extended in June 2023. In early 2024, the Commission proposed to renew the suspension for another
year with additional safeguards. While aimed at providing support to Ukraine, the proposal also seeks to
reinforce the protection of sensitive agricultural products by strengthening the safeguards included in the
2023 regulation.'” Unlike the 2023 regulation, this new proposal, to be adopted by the Council in May 2024
and enter into force in June 2024, aims at addressing the impact on individual Member States rather than
the entire EU market. A new automatic safeguard will also be added for certain sensitive products, such
as poultry, eggs, sugar, oats, maize, groats, and honey.

The Commission assessed the impact of certain agricultural exports from Ukraine on the EU market, with
afocus on five Member States, namely Bulgaria, Hungary, Poland, and Slovakia — where import restrictions
on a range of agricultural products were introduced or announced in April 2023 in response to increased
imports from Ukraine (OECD, 2023321) — as well as Romania. Temporary co-ordination measures were
introduced in May 2023 through a Co-ordination Platform involving these countries, the European
Commission and Ukraine. The European Union imposed restrictions on Ukrainian grain imports to
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neighbouring EU countries while allowing for the transit of agricultural products to other countries. These
measures helped alleviate tensions, ensuring smooth export flows of Ukrainian products to third countries.
The restrictions expired in September 2023, and Ukraine agreed to implement strategies to prevent grain
supply surges and maintain market balance in neighbouring states (EC, 202333)).

Following the lifted restrictions on Ukrainian agricultural products, Poland, Hungary, and Slovakia imposed
unilateral import bans that expanded the list of prohibited items, which led Ukraine to initiate a WTO dispute
against the three countries. Meanwhile, Romania and Bulgaria agreed on a new mechanism that allows
Ukraine to resume exports of four groups of crops that were banned since May 2023, and requires both
Ukrainian and their own farmers to obtain specific licences. Between October and December 2023, only
pre-authorised economic operators were allowed to import wheat, maize, rapeseed and sunflower from
Ukraine into Romania. Since November 2023, Bulgaria requires licences for the import of these four
commodities from Ukraine.

Country snapshots

Following this introduction, this section comprises 27 country snapshots, one for each EU Member State,
which include an overview of the country’s CSP 2023-27"8 with some information on its implementation in
2023 and early 2024, followed by a concise description of other national policy developments.

Overview of the CAP Strategic plans

The CAP 2023-27 offers more flexible implementation by Member States. Member States were allowed to
modify the budget allocation between the direct payments and rural development by transferring the
allocated amounts in either direction within predefined limits.'® Eleven Member States (Belgium-Flanders,
Czechia, Denmark, France, Germany, Greece, ltaly, Latvia, the Netherlands, Romania and Slovakia)
chose to transfer funds from direct payments to rural development, while six Member States (Croatia,
Luxembourg, Hungary, Malta, Poland and Portugal) decided to transfer funds in the opposite direction.?°

Member States must reserve at least 10% of their annual financial allocation to direct payments for the
Complementary redistributive income support for sustainability (CRISS) to ensure redistribution of direct
payments from larger to smaller or medium-sized holdings. Only Denmark and Malta did not include the
CRISS by way of derogation. Member States may also address the need for redistribution of income
support through other instruments and interventions (e.g. capping and degressivity, payment to small
farmers). The majority of CSPs do not apply degressivity or capping (17 Member States), while four
Member States apply both (Belgium, Ireland, Slovakia, and Spain). Four countries apply only capping
(Austria, Bulgaria, Latvia and Lithuania) and two countries apply only degressivity (Portugal and Slovenia).
Only five Member States (Malta, Bulgaria, Czechia, Latvia, and Portugal) apply the simplified payment for
small farmers (PSF). All Member States except the Netherlands planned Coupled Income Support (CIS)
to redistribute direct payments to specific sectors: an estimated 2.1 million farms are expected to benefit
from this type of support, equivalent to 21% of EU farms (EC, 202334)).

Eco-schemes are a new tool to support environmental and climate goals. While participation in eco-
schemes is voluntary for farmers, Member States were obliged to include one or more eco-schemes in
their CSPs and they were also required to allocate a minimum of 25% of direct payment funding for these
new measures, although this share can be lower if more than 30% of the EAFRD is allocated to certain
interventions addressing environment and climate objectives (usually called “rebate”) (EU CAP Network,
202335)). Ten Member States took advantage of the “rebate” possibility to allocate less than 25% of their
direct payments to eco-schemes (Austria, Cyprus, Denmark, Finland, Germany, Malta Hungary, Slovenia,
Spain, and Sweden).
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While most Member States designed several eco-schemes, four countries (France, Hungary, Ireland, and
the Netherlands) adopted only one multi-dimensional eco-scheme that includes a package of options, and
two countries (the Netherlands and Hungary) put forward points-based eco-schemes, with a scoring or
weighting of the different practices according to their expected positive environmental impact (EU CAP
Network, 2023;35)). Although eco-schemes mostly include annual commitments, seven CSPs (Belgium-
Flanders, Denmark, Finland, ltaly, Lithuania, Malta, and Slovenia) include eco-schemes with multi-annual
commitments.

All Member States have allocated funds for sectoral interventions, even though there is some variability
regarding the financial allocation and the supported sectors. While interventions in the fruit and vegetables
sector are mandatory for Member States with recognised producer organisations along with interventions
in the apiculture and wine sectors, the CAP legislative framework allows them to extend sectoral
interventions to “other” sectors within the limit of 3-5% of national direct payments allocation in view of
attaining specific objectives (EC, 2023jq)). Six Member States (Bulgaria, Czechia, France, Latvia, Italy, and
Slovakia) used the opportunity to plan support for “other” sectors.

Other key national policy developments

EU Member States have developed national policies and measures in various priority areas in 2023 and
early 2024. In response to the ongoing crises, including the economic consequences of the war in Ukraine,
rising input prices and multiple market disruptions, most EU countries have implemented emergency
support measures. In addition to the exceptional measures planned at EU level, EU countries have also
granted regulatory flexibilities, tax concessions, investment assistance and financial measures to help
farmers and agri-food businesses cope with the financial consequences of the crisis. Consumer policies
aimed at facilitating access to basic food were also strengthened.

Other emergency measures triggered by the effects of natural disasters were granted in the form of
economic damage compensation for losses due to adverse climatic events, such as drought, forest fires,
storms, floods, frost and freezing. Efforts have also been made to step up prevention of the risks associated
with African swine fever on pig farms.

Various Member States enacted climate change mitigation policies outside the CAP. Austria and Czechia
launched new funds for on-farm energy self-sufficiency investments and biomethane production,
respectively. France regulated solar panel use on farms. Sweden initiated peat forest rewetting contracts.
Luxembourg introduced measures for livestock reduction and rapid manure incorporation and implemented
an authorisation system for herd expansion. Germany launched the Federal Action Plan on Nature-based
Solutions for Climate and Biodiversity. Slovenia started to prepare its first Climate Report on the state of
agriculture. Romania published its long-term strategy for reducing GHG emissions aiming at reaching
carbon neutrality by 2050, with explicit incorporation of the agriculture and LULUCF sectors.
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Austria

CAP Strategic Plan 2023-27

Main objectives: Ensure the sustainable competitiveness and resilience of farms; secure food security;
strengthen natural resources and climate protection; improve vitality and quality of life in rural areas.

Implementation in 2023-24: Significant changes in the structure of area-based payments include a
reduction of basic payment levels, a new redistribution premium through additional payments for the first
40 ha, increased per-animal payments for alpine farming. Together with the agri-environmental programme
OPUL, four eco-schemes are implemented to promote green cover, extensive grazing and erosion
reduction. Within OPUL, key whole-farm schemes to enhance biodiversity, crop diversification, grassland
preservation and capacity building focus on environmentally friendly and biodiversity-promoting
management and on organic farming. Biodiversity-relevant areas increased by 44% in 2023. A greater
focus also has been given to strengthening the Agricultural Knowledge and Innovation System.

Table 11.6. Overview of Austria’s CSP as initially approved

Main features Budget distribution
BUdget: EUR 8 659 million Sectoral interventions 1% Coupled
Transfer between pillars: No pay;gﬁé W
Pillar 1 I
Direct payments: (e D et

e  Capping: Yes

e Degressivity: No

o  Simplified payment for small farmers: No
Sectoral interventions: Apiculture, fruit and vegetables, wine
Pillar 2
Share of EU financing (average): 49%
EU funding for environmental and climate objectives: 58%
Additional national financing: EUR 211 million

Other decoupled
payments 82%

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s;; EC, 202436}, EC, 202334)).

Other key policy developments in 2023-24

e Limits for the simplified taxation of farms were increased, implying that this simplified taxation (and
lower effective tax bills) will benefit a larger group of farms.

e A strategic process was launched (from November 2023 to May 2024) in order to develop a
strategic view (“VISION 28+”) on how Austrian agriculture should develop in future, and what
actions are required to reach this vision.

e The Stimulus Programme for Agriculture (Impulsprogramm Landwirtschaft) is implemented from
2024. The programme increases nationally co-funded agri-environmental payments and payments
for disadvantaged areas, and raises the support limits for the investment support.

e The new Veterinary Medicines Act (TAMG) implements two related EU regulations from 2019.
Among others, this law adds further restrictions on the supply and use of antibiotics in animal
husbandry and introduces limits and target values for the on-farm use of antibiotics. The use of
antibiotics for yield improvements or under poor husbandry conditions is now banned.
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Belgium

CAP Strategic Plans 2023-27

Main objectives. Flanders: Ensure income security; raise carbon sequestration, reduce GHG emissions
and adapt to climate change; improve water and soil quality. Wallonia: Build the economic resilience of
farmers; ensure environmental and climate transition; support young farmers, innovation and digitalisation.

Implementation in 2023-24: Both regions amended conditionality and eco-schemes specifications.
Coupled support for the livestock sector has been adjusted to more sustainable production, for instance
by introducing a penalty for high stocking densities in Wallonia or by applying entry and subsidy conditions
in Flanders, such as local feed production or sustainable grassland management in beef production.

Table 11.7. Overview of Flanders’ and Wallonia’s CSPs as initially approved

Main features - Flanders Budget distribution - Flanders
Budget: EUR 1 975 million
Transfer between pillars: 10% in 2023, 11% in 2024 and 2025 and 12% et 8%
in 2026 of initial budget from Direct payments to Rural Development
. Sectoral

Pillar 1 interventions 17% Ecoschemes
Direct payments: 2%

e  Capping: Yes

e Degressivity: Yes Other decoupled

e  Simplified payment for small farmers: No paymens 67%

Sectoral interventions: Apiculture, fruit and vegetables

Pillar 2

Share of EU financing (average): 57%

EU funding for environmental and climate objectives: 54%
Additional national financing: EUR 255 million

Main features - Wallonia Budget distribution - Wallonia
Budget: EUR 1 856 million
Transfer between pillars: No Sectoral
interventions 0.1%

Pillar 1
Direct payments: o

e  Capping: Yes Eooschomes

o Degressivity: Yes 26%

e  Simplified payment for small farmers: No
Sectoral interventions: Apiculture, fruit and vegetables

Pillar 2

Share of EU financing (average): 37%

EU funding for environmental and climate objectives: 56%
Additional national financing: No

Other decoupled
payments 53%

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s;; EC, 202436}; EC, 202334)).

Other key policy developments in 2023-24

e In response to Russia’s war of aggression against Ukraine, Flanders granted EUR 1.8 million to
apple growers, organic livestock and goat’s milk and Wallonia EUR 2.1 million to apple growers.

e The Flemish Government has invested EUR 200 million in compensating pig farmers for the
reduction or complete closure of their production capacity.
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Bulgaria

CAP Strategic Plan 2023-27

Main objectives: Support viable farm income and enhance competitiveness; improve the living and
working conditions in rural areas; respond to the needs of young and small farmers; support sustainable
farming practices; promote investments that target the protection of natural resources and the climate.

Implementation in 2023-24: More than 60 000 farmers submitted applications for support. Following the
2023 campaign, adjustments to the CSP were proposed, notably changes of certain GAEC standards to
respond to farmers’ troubles in complying with them, as well as the increase in the budget and allowances
for the eco-scheme that encourages green manure to reduce pesticides use. Other eco-schemes
promoting organic farming, crop rotation, extensive grassland and ecological areas are being implemented.

Table 11.8. Overview of Bulgaria’s CSP as initially approved

Main features Budget distribution
Budget: EUR 7 726 million
Transfer between pillars: No Sectoral
Pillar 1 interventions 1% Coupled payments

15%

Direct payments:

e  Capping: Yes

e Degressivity: No

o  Simplified payment for small farmers: Yes
Sectoral interventions: Apiculture, fruit and vegetables, milk and
milk products, wine 32‘;;25?%’33,:‘
Pillar 2
Share of EU financing (average): 40%
EU funding for environmental and climate objectives: 39%
Additional national financing: No

Ecoschemes
25%

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023(s;; EC, 202436;; EC, 202334)).

Other key policy developments in 2023-24

e BGN 63 million (EUR 32 million) was allocated for national measures to compensate producers for
rising prices of energy, animal feed, plant protection products, fuels and fertilisers. An additional
BGN 20 million (EUR 10 million) was earmarked to compensate farmers for losses from adverse
climatic events, including before the insurance period. Moreover, BGN 16 million (EUR 8 million)
was provided to cover irrigation water costs.

e Responding to ongoing crises, the Emergency support to cereals and oilseed sectors worth
BGN 53 million (EUR 27 million) was approved for EU funding, allowing for national co-financing.

e In August 2023, the Advisory Council on Land Relations launched a new programme for
sustainable water management.

e Since November 2023, import licenses are requested for sunflower, wheat, maize, and rapeseed
originating from Ukraine.
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Croatia

CAP Strategic Plan 2023-27

Main objectives: Promote sustainable and economically viable farms and the processing sector; improve
living and working conditions in rural areas; support the protection of natural resources, biodiversity, and
the climate; focus on young and small farmers; foster of higher standards of animal welfare.

Implementation in 2023-24: Calls for Pillar 2 applications were launched for seven interventions that
promote renewable energy use, agricultural production investments, infrastructure development, insurance
uptake, participation in quality schemes, LEADER approach, and knowledge transfer. Sector-specific
interventions included support for beekeeping and a call for wine sector investments. Amendments to the
CSP were carried out, introducing a new eco-scheme focusing on application of organic fertilisers in
permanent plantations and adjusting interventions to streamline project implementation and broaden their
scope.

Table 11.9. Overview of Croatia’s CSP as initially approved

Main features Budget distribution

Budget: EUR 3 687 million Sectoral interventions
Transfer between pillars: 2% of initial budget from Rural Development "
to Direct Payments

Pillar 1 e
Direct payments: Ecoschemes
e  Capping: No i

e Degressivity: No

o  Simplified payment for small farmers: No
Sectoral interventions: Apiculture, fruit and vegetables, wine Cilerdeccupled

payments 60%

Pillar 2
Share of EU financing (average): 80%
EU funding for environmental and climate objectives: 37%
Additional national financing: EUR 36 million

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023(s;; EC, 202436;; EC, 202334)).

Other key policy developments in 2023-24

e Several measures have been implemented to stabilise agricultural production in response to
ongoing disruptions in world and EU markets. These include programmes to compensate for
increased production costs, mitigate the impact of natural disasters, provide support to the pig
farming sector affected by African swine fever, and offer state support to extremely sensitive
agricultural sectors in 2023.

o Alegislative framework was established to initiate the consolidation of agricultural land, and public
tenders were announced. EUR 40 million was allocated for the consolidation and arrangement of
fragmented parcels of agricultural land until 2026, which will allow for a better disposal of farmers’
land to increase agricultural productivity and investment in infrastructure. Consolidation involves
reducing the number of land plots per owner or user while increasing the size of individual plots.

e With the expiry of moratorium maintaining restrictions on the sale of agricultural land to legal and
natural persons from the European Union by 30 June 2023, legal entities and citizens of EU
Member States can now purchase agricultural land under the same conditions as Croatian citizens.
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Cyprus

CAP Strategic Plan 2023-27

Main objectives: Renew the agricultural potential of Cyprus; attract younger generations to agriculture;
maintain social cohesion and promote a sustainable rural development; protect the environment in which
farmers operate.

Implementation in 2023-24: The Single Application for direct payments under the new CAP 2023-27 was
characterised by broad participation, with more than 30 000 applications submitted. Amendments to the
CSP, approved by the European Commission in December 2023, are mostly related to agri-environmental
interventions, including on GAEC standards and eco-schemes, as well as payment rates for animal welfare
and conservation of traditional breeds interventions.

Table 11.10. Overview of Cyprus’s CSP as initially approved

Main features Budget distribution
Budget: EUR 450 million
Transfer between pillars: No interfzr?:ilg:sli 4% Coupled
Pillar 1 payments 9%
Direct payments: E—
e  Capping: No 19%

e Degressivity: No
o  Simplified payment for small farmers: No Other decoupled
Sectoral interventions: Apiculture, fruit and vegetables, wine SRS 1D
Pillar 2
Share of EU financing (average): 60%
EU funding for environmental and climate objectives: 56%
Additional national financing: No

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s;; EC, 202436}, EC, 202334)).

Other key policy developments in 2023-24

e A state aid for the prevention of damage and the restauration of the production capacity affected
by wildfires was proclaimed in 2024. Its purpose is the construction of fencing to protect crops from
wild animals and the payment of compensation in case of damage to crops.

e Cyprus announced the Financial Support Plan for Associations, Breeders’ Associations/Breeding
Organisations (Breeding Societies) regarding the creation and maintenance of pedigree records of
animals (goats, sheep, cows, pigs, Cypriot horses and Cypriot donkeys), with a total budget of
EUR 180 000.
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Czechia

CAP Strategic Plan 2023-27

Main objectives: Ensure the competitiveness and resilience of farms; improve the protection of natural
resources and climate; improve the redistribution of funds to small and medium-sized farms; strengthen
the position of organic farming.

Implementation in 2023-24: The redistributive payment targeting small and medium-sized farmers in the
form of additional support for the first 150 ha, which accounts for 23% of the direct payments’ envelope,
was the subject of 24 286 applications in 2023, worth CZK 4.6 billion (EUR 0.189 billion). Three additional
“non-project” rural development (RD) measures were introduced in 2023 to support growing catch crops,
bolstering defence capacity in pig breeding through vaccination, and implementing agroforestry practices,
while a new one, restricting the use of pesticides in protection zones of water sources on arable land, will
start applying in 2024. Two additional “project” RD measures were also introduced to promote advisory
services and support technologies decreasing GHG emissions.

Table 11.11. Overview of Czechia’s CSP as initially approved

Main features Budget distribution

Budget: EUR 7 955 million Sectoral
Transfer between pillars: 3% of initial budget from Direct interventions 1.5%
payments to Rural Development
Pillar 1
Direct payments:

e  Capping: No

e Degressivity: No

o  Simplified Payment for small farmers: Yes Other decoupled
- Sectoral interventions: Apiculture, fruit and vegetables, eggs, R
wine
Pillar 2
- Share of EU financing (average): 37%
- EU funding for environmental and climate objectives: 54%
- Additional national financing: No

Coupled
payments 7%

Ecoschemes 11%

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s;; EC, 202436}, EC, 202334)).

Other key policy developments in 2023-24

e Exceptional aid was directed to sectors affected by high energy, feed and fertiliser prices. Fruit,
vegetables, hops growers and dairy farmers received a national subsidy worth CZK 80 million
(EUR 3.2 million) in 2023, complemented by EU funding worth CZK 163 million (EUR 6.5 million).

e The government proposed a consolidation package aimed at restoring public finances, impacting
the agricultural sector significantly. Key measures include the introduction of two VAT rates,
adjustments in property tax rates with provisions for agricultural land, and changes in various taxes
such as those on alcohol and tobacco. Substantial savings, totalling CZK 10.4 billion
(EUR 413 million) are planned in agricultural spending, affecting various subsidies and agricultural
marketing.

e The recently launched National Quality Policy 2023-30 focuses in part on the quality and
sustainability of national food production, supporting producers with subsidies for competitiveness
and sustainability, through modernisation and innovation of production processes and products.
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Denmark

CAP Strategic Plan 2023-27

Main objectives: Promote sustainable development of farming, food, and rural areas; ensure food security
through a competitive agri-food sector; foster continued modernisation and digitalisation of agriculture.

Implementation in 2023-24: While basic income and coupled income support schemes were fully utilised,
eco-schemes were much less so (between 17% and 88% of planned budgets in 2023). Uptake for young
farmer aid was higher than planned, but results for water and climate project investments were mixed, with
some areas surpassing planned budget (peatlands rewetting) and others falling short (wetlands). Not all
Pillar 2 interventions have been opened to applications and many payments are still pending. In order to
strengthen CAP implementation and address challenges identified during the first operational year,
substantial changes were made to GAECs, the definition of young farmer, and eco-schemes.

Table 11.12. Overview of Denmark’s CSP as initially approved

Main features Budget distribution

Budget: EUR 4 848 million

Transfer between pillars: 6% of initial budget from Direct payments to
Coupled payments

Rural Development 5%
Pillar 1 Sectoral
. interventions Ecoschemes

Direct payments: 1% 20%

e  Capping: No

e Degressivity: No

o  Simplified payment for small farmers: No %:1;;1 gsgogrgle/d
Sectoral interventions: Apiculture, fruit and vegetables
Pillar 2

Share of EU financing (average): 88%
EU funding for environmental and climate objectives: 66%
Additional national financing: EUR 116 million

Note: Data relate to the initially approved planned budget for the entire duration of the CAP 2023-27, published by DG-AGRI on 19 April 2023.
Total budget and budget distribution include transfers between pillars and national co-financing, but do not include additional national financing.
Source: Overview of EU countries’ CAP Strategic Plans interventions (EC, 2023s;; EC, 202436}, EC, 202334)).

Other key policy developments in 2023-24

¢ In response to challenging weather conditions, Denmark introduced various measures to support
livestock producers, such as temporary permissions for mowing after-crop areas, dispensations to
reduce forage proportions for ruminants, and waivers from supplemental feeding bans.

e Denmark opted not to make use of the EU derogations from certain CAP requirements aimed at
promoting food security following Russia’s full-scale invasion of Ukraine. It also chose not to add a
national top-up to the EU crisis reserve funds allocated to the country. The DKK 47.3 million
(EUR 6.3 million) fund was distributed evenly across farmers based on the eligible agricultural
area.

e In 2023, the government released a series of strategic initiatives for the sector with regard to:
addressing methane emissions from cattle digestion through research projects and public-private
forums; tackling methane and nitrous oxide emissions from manure management with research
projects and legal adjustments; introducing a national action plan for plant-based foods; promoting
green proteins to reduce environmental impact and provide alternative income opportunities;
outlining initiatives to double organic area, consumption and export of organic products by 2030.
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Estonia

CAP Strategic Plan 2023-27

Main objectives: Foster the development of a smart, competitive, resilient, and diversified agricultural

sector;

ensure long-term food security; respond to the economic, environmental, and social challenges of

the sector.

Implementation in 2023-24: From 2023, instead of the previous 8 direct payments, there are now
14 interventions, including 5 new eco-schemes. Coupled support continued, but with a larger budget and
complemented sectors. The uptake of some eco-schemes has been lower than expected, possibly due to
flexibility in applying GAEC standards, allowing activities on farmland otherwise prohibited. Only the eco-
scheme for organic farming exceeded its budget. The first CSP amendments, approved by the EC, were
mostly related to technical correct