|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Leibniz Institute of Agricultural Development in Central and Eastern Europe (IAMO) MA/’O

LEIBNIZ INSTITUTE OF AGRICULTURAL DEVELOPMENT
IN CENTRAL AND EASTERN EUROPE

EXPORT RESTRICTIONS ON WHEAT MARKETS IN SERBIA DURING GLOBAL
ComMmMoDITY PRICE PEAKS — DID CONSUMERS REALLY BENEFIT?

lvan Djuric, Linde Go6tz and Thomas Glauben

IATRC Annual Meeting
- NEW RULES OF TRADE -

9.-11.12.2012, San Diego, USA

e
o‘,; 1AY
“ ibni
" M LEMATIO AL AGKICULTURAL Lel nl-z -
-4 TRADEF RFSEFARCH COMSORIUAY Assoclatlon



Introduction

Global commodity price peaks 2007/08 and 2010/11

« Significant price increase of cereals and other commodities (since 2007).
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Global commodity price peaks 2007/08 and 2010/11
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« Significant price increase of cereals and other commodities (since 2007).
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Introduction

IAMO

Global commodity price peaks 2007/08 and 2010/11 et s o

« Many countries intervened on their domestic markets, mainly by
Implementing some type of export restrictions

Types of export restrictions:

* Export tax
* Export quota
« Export ban

Aim:
* Reduce exports induced by high world market prices

* Increase domestic supply
« Dampen domestic food prices

IATRC Annual Meeting, San Diego, California, USA, 9.-11.12.2012 2126



Policies

Policy interventions — wheat and flour markets (Serbia)

in 1000 RSD/t
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Policies

Policy interventions — wheat and flour markets (Serbia)

in 1000 RSD/t

40

35

30

25

20

15

10

IAMO

LEIBNIZ INSTITUTE OF AGRICULTURAL DEVELOPMENT

IN CENTRAL AND EASTERN EUROPE

Jul-11-

. P Policy interventions
2007/2008
I Wheat market:
- 1. Wheat export ban (August 2007)
\ 2. Governmental buy-out (September 2007)
3. Export ban — 15t extension (October 2007)
- 4. Export ban — 2d extension (February 2008)
5. Governmental buy-out (March 2008)
6. Wheat import tariff was abolished (March 2008)
7. Wheat export ban was cancelled (June 2008)
T T e
@ 2 99 QP PIYIY LIRPIR L PIPYIL YL W LT T T
& 5 © £ 58 5 B £ &8 3 © £ 5 5 © £ 585 © £ &8 5 © £ &
< 20 S <5038 <5035 <5038 5038 >0 38 «
——Wheat export msmFlour export —s=—Wheat -—=—Flour ----Price difference

180

160

140

120

100

60

40

20

in 1000 MT

IATRC Annual Meeting, San Diego, California, USA, 9.-11.12.2012

3/26
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Policy interventions — wheat and flour markets (Serbia)

in 1000 RSD/t
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Policies

Policy interventions — wheat and flour markets (Serbia)

in 1000 RSD/t
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Policies

Policy interventions — bread market (Serbia)
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in RSD
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Research questions

TITUTE OF AGRICULTURAL DEVELOPMENT
IN CENTRAL AND EASTERN EUROPE

Objective and hypothesis

The main objective:

to identify the effects of Serbia’s crisis policy on domestic
wheat-to-bread supply chain during the global commodity
price peaks and food crisis in 2007/08 and 2010/11.
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Research questions

STITUTE OF AGRICULTURAL DEVELOPMENT
IN CENTRAL AND EASTERN EUROPE

Objective and hypothesis

The main objective:

to identify the effects of Serbia’s crisis policy on domestic
wheat-to-bread supply chain during the global commodity
price peaks and food crisis in 2007/08 and 2010/11.

Hypothesis:

 The state of the Serbian wheat-to-bread supply chain
changed due to the comprehensive governmental market
interventions during the observed crisis periods;

« Consumers bear the biggest burden caused by the crisis
and governmental interventions.
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Research questions

Research questions

1) Did the governmental interventions in 2007/08 and 2010/11
influence the price transmission along the wheat-to-bread

supply chain in Serbia?

2) Who benefitted/lost from the governmental interventions?
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Data Empirical strategy and results

Research approach

Stage
wheat-to-bread
supply chain

Research question 1:
Price transmission

Research question 2:
Welfare effects

Mills to bakeries
(wheat to flour)

» Markov-Switching VECM

* Millers’ profit simulations

» Simulated millers’ profits
for the laissez-faire case

Bakeries/retailers to
end consumers
(wheat to bread)

» Development of bread
production costs versus
bread end consumer price

* Distributable bread margin
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Data Empirical strategy and results
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Research approach e v gy oy
Stage - _ - :
Research question 1: Research question 2:
wheat-to-bread : .
: Price transmission Welfare effects
supply chain

Mills to bakeries

(wheat to flour) * Markov-Switching VECM

Bakeries/retailers to
end consumers
(wheat to bread)

Data data description currency frequency  obs. time frame
gl wheat F.C.A. silo selling price RSD weekly 335 4/2005-8/2011
Price transmission
2 flour F.C.A. mill selling price RSD weekly 335 4/2005-8/2011
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Empirical strategy and results
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Full Markov-Switching unrestricted VECM specification:

4 i
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L _speed of adjustment

AI- . BJ,- - short-run price transmission parameters

)
o . ..
/Jl = ——_f - long-run price transmission
o

3, - state variable (unobserved)
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Empirical strategy and results

“SUAMO

Price transmission analysis: results e g oy

IN CENTRAL AND EASTERN EUROPE

Regime classification for MS(2)-VECM(2)

smoothed regime probability
In 1000 RSD#
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Empirical strategy and results

Price transmission analysis: results

Selected parameter estimates MS(2)-VECM(2)
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Market Indicator normal deterlc_)ratlon
regime regime
el * a a
long-run price Elasticity (3,) 0.908* (0.092) 0.598 (0.402)
transmission Constant (B,) 1.293 4.142
equilibrium
deviation from equilibrium Regime specific avg. ECT -0.0179 0.1136
adjustment dynamics Speed of adjustment® -0.1126** -0.0181
stability
price fluctuation Residual standard error® 0.0354 0.0115

a difference from the perfect price transmission (f=1), in absolute values.

b regarding the most probable price transmission regime prevailing in this time period.
* indicates statistical significance at 5 %.

** indicates statistical significance at 1 %.
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Data Empirical strategy and results

IAMO

Research approach e v gy oy
Stage - _ - :
Research question 1: Research question 2:
wheat-to-bread : .
: Price transmission Welfare effects
supply chain

* Millers’ profit simulations
Mills to bakeries

(wheat to flour) » Markov-Switching VECM

Bakeries/retailers to
end consumers
(wheat to bread)

Data data description currency frequency obs. time frame

Production costs
flour

1 simulations . F.C.A. mill selling price RSD monthly 58 1/2007-10/2011
(flour) diff. types
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Empirical strategy and results

in RSD/kg

IAMO

Welfare effects - millers’ profits (large mills)

IN CENTRAL AND EASTERN EUROPE
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Empirical strategy and results

in RSD/kg

IAMO

Welfare effects - millers’ profits (large mills)

IN CENTRAL AND EASTERN EUROPE

millers’ revenue — stored wheat
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Empirical strategy and results

in RSD/kg

Welfare effects - millers’ profits (large mills) O

LEIBNIZ INSTITUTE OF AGRICULTURAL DEVELOPMENT
IN CENTRAL AND EASTERN EUROPE

millers’ profit/loss = millers’ revenue — stored wheat — packaging costs
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Empirical strategy and results

in RSD/kg
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Welfare effects - millers’ profits (small mills)

IN CENTRAL AND EASTERN EUROPE

millers’ profit/loss = millers’ revenue — wheat spot market price — packaging costs
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Data Empirical strategy and results

Research approach
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Stage
wheat-to-bread
supply chain

Research question 1:
Price transmission

Research question 2:
Welfare effects

Mills to bakeries
(wheat to flour)

» Markov-Switching VECM

* Millers’ profit simulations

» Simulated millers’ profits
for the laissez-faire case

Bakeries/retailers to
end consumers
(wheat to bread)

Data

data description

currency frequency obs.

time frame

1 Laissez-faire wheat

policy

EXW silo selling price

(Hungary — world market) RSD

weekly 235 6/2007-12/2011
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Empirical strategy and results

IAMO

Welfare effects - millers’ profits (laissez-faire policy) enon g o

Assumptions:

- Millers® profits calculated based on:
« World wheat market price (wheat spot market price/stored wheat)
« Simulated flour prices according to MSVECM results:

;7 _ ezl aregl s o w
pr _/)?0 +/)?1 pr
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Empirical strategy and results

Welfare effects - millers’ profits (laissez-faire policy) O

LEIBNIZ INSTITUTE OF AGRICULTURAL DEVELOPMENT
IN CENTRAL AND EASTERN EUROPE

Large mills
20

-5

Sep-07 Jan-08 May-08 Sep-08 Jan-09 May-09 Sep-09 Jan-10 May-10 Sep-10 Jan-11

— Mills’ profit (basis: world mkt p. stored w.)

— Mills' profit (basis: Serbian p. stored w.)
----- world market price stored wheat

----- Serbian price stored wheat
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Empirical strategy and results

Welfare effects - millers’ profits (laissez-faire policy) O
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Large mills
20

-5

Sep-07 Jan-08 May-08 Sep-08 Jan-09 May-09 Sep-09 Jan-10 May-10 Sep-10 Jan-11

- Mills' profit (basis: world mkt p. stored w.)

— Mills' profit (basis: Serbian p. stored w.)
----- world market price stored wheat

----- Serbian price stored wheat
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Empirical strategy and results
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Welfare effects - millers’ profits (laissez-faire policy) P —
Small mills
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Empirical strategy and results
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Welfare effects - millers’ profits (laissez-faire policy) P —
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Data Empirical strategy and results

Research approach
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Stage
wheat-to-bread
supply chain

Research question 1:
Price transmission

Research question 2:
Welfare effects

Mills to bakeries
(wheat to flour)

» Markov-Switching VECM

* Millers’ profit simulations

» Simulated millers’ profits
for the laissez-faire case

Bakeries/retailers to
end consumers
(wheat to bread)

» Development of bread
production costs versus
bread end consumer price

Data

data description

currency frequency obs.

time frame

Production costs
1 simulations
(bread)

bread

end consumer price RSD

monthly 75 4/2005-7/2011
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Empirical strategy and results

IAMO

Bread production costs (large bakeries) e o
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Empirical strategy and results
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Bread production costs (large bakeries) e o
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Empirical strategy and results

Bread production costs (large bakeries)

in RSD/bread loaf (500 g)
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Data Empirical strategy and results

Research approach
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Stage
wheat-to-bread
supply chain

Research question 1:
Price transmission

Research question 2:
Welfare effects

Mills to bakeries
(wheat to flour)

» Markov-Switching VECM

* Millers’ profit simulations

» Simulated millers’ profits
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Who benefitted, who lost from the governmental interventions?

Intermediate actors

Farmers Consumers
Large/ Large |
small Mills ~ Bakeries Retailers
- o + + -
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Conclusions

* Results make evident that welfare effects for consumers are influenced by:

— price behaviour of intermediate actors, i.e. mills, bakeries and retailers;

— additional policy measures (governmental purchases), wrong sequencing, i.e.
policy failure;

« Export ban as an effective means to dampen domestic food inflation is
highly questionable:

— vulnerable to policy failure;

— can easily be counteracted by behavior of actors in the supply chain;
— might rather foster food inflation;

— similar developments: Kazakhstan 2007/2008; Russia 2010/11.
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