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Preface

DEAR READER

The purpose of  this publication is to 
give the general public a comprehensive 
overview of  Estonian agriculture and 
rural life bringing out recent develop-
ments.  

The economic environment of      
Estonia developed substantially after the 
accession of  Estonia to the EU in the 
period 2004-2007, as a result, the eco-
nomic results of  agriculture improved 
significantly, thus creating conditions for 
extraordinarily rapid increase in income 
of  agricultural holdings and entrepre-
neurial income.

Increase in agricultural productivity 
in the past decade is characterized by 
growth in the value of  total output to 
10.9 billion kroons in 2007 and decrease 
in the number of  employees employed 
in agriculture from 31,500 in 2000 to 
17,300 in 2008.  

As a result of  economic crisis the 
value of  agricultural output of  2009 de-
creased to 8.7 billion kroons, 16% less 
than in 2008. As a result of  the econom-
ic crisis which started in 2008 the entre-
preneurial income of  agricultural hold-
ings fell to the level of  pre-accession 
period. However, despite of  recession 
agricultural holdings have maintained 

their production potential.
In Estonia agriculture has been 

supported since 1993. Within the pe-
riod 1993-2000 support was allocat-
ed exclusively from the state budget, 
since 2001 support has also been 
granted from the EU budget. The first                                          
support programme was SAPARD pro-
viding support for agricultural produc-
tion, processing and rural development. 

In 1993 57 million kroons were al-
located for supporting agriculture, the 
amount had increased to 3.275 billion 
kroons by 2009, whereas the group of  
beneficiaries had significantly expanded. 

Since the accession of  Estonia to 
the EU Common Agricultural Policy 
consisting of  two pillars has been imple-
mented in Estonia. I Pillar of  CAP in-
cludes provision of  market organization 
measures and direct support. Within the 
framework of  II Pillar of  CAP support 
for rural development is granted under 
four axes. Axes I is targeted at improv-
ing the competitiveness of  the agricul-
tural and forestry sector, Axes II is aim-
ing at improving the environment and 
the countryside, Axes III is focusing 
on improving the quality of  life in ru-
ral areas and diversification of  the rural                    
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economy.  Axes IV i.e LEADER is tar-
geted at provision of  support for local 
action groups. 

Economic results of  the agricultural 
sector of  the past years are characterized 
by extraordinarily rapid growth after the 
accession of  Estonia to the EU bring-
ing along a significant increase in the 
amount of  supports and growth of  sale 
prices. In 2005 the development was not 
that considerable any longer because of  
increase in prices of  inputs (particularly 
fuel and electricity prices). In 2006 the 
indicators of  cost benefit decreased as 
the prices of  production inputs grew 
faster than the sale prices of  output.

The year 2007 was extraordinarily fa-
vourable in terms of  weather conditions 
as well as the level of  sale prices, howev-
er, the year 2008 witnessed unfavourable 
weather conditions in the harvesting pe-
riod as well as sharp fall in the income of  
agricultural producers because of  global 
economic crisis causing decrease in pric-
es of  agricultural products whereas the 
prices of  production inputs continued 
to increase. In 2009 the economic crisis 
deepened and cost benefit of  agriculture 
has significantly decreased over the past 
two years and the volume of  granted 
support has not been able to balance the 
economic results. 

Almost one third of  the territory of  
Estonia is agricultural land. Thus, agricul-
tural production clearly has an impact on 
the environment and a part of  Estonian 
biodiversity is related to this habitat.  

Unfortunately, too intensive agricultural 
production may have negative impact 
on the quality of  groundwater and sur-
face water, as well as soil.  Protection 
of  areas outside agricultural landscape 
is not sufficient for the preservation of  
the biodiversity characteristic of  agricul-
tural landscape. Therefore, protection 
measures have to be taken. One of  the 
objectives of  the agri-environmental 
support measure of  the Estonian Rural 
Development Plan is improvement of  
environmental conditions and preser-
vation and increasing of  biological and 
landscape diversity. 

The objectives of  the Common      
Agricultural Policy are the following: 
to increase productivity, ensure the 
optimum use of  labour, ensure a fair 
standard of  living for the agricultural 
Community, stabilise markets, reason-
able consumer prices, application of  
environmentally friendly management 
methods, preservation of  biodiversity 
and valuable landscapes, food safety 
and animal welfare. These objectives 
have been defined in the interest of  the 
whole society and  environment worth 
living in. It is important to provide the 
rural population and those participating 
in the agricultural sector as well as the 
whole society with information about 
recent developments in agriculture and 
rural life. 

Hannes Aamisepp
Director of the 

Rural Economy Research Centre



9

1. Agriculture as a sector of the economy 

1.1. Agriculture in Estonian economy 

The importance of  agricul-
ture in the economy of  the 
state based on economic 
indicators – value added 
1.5% and employment 2.6% 
– does not characterize the 
nature and importance of  
this economic sector in the 
economy of  the Republic of  
Estonia. In Estonia correct 
analyses for characterizing 
comprehensively the contri-
bution of  agriculture in the 
economy of  the state are 
not available.  We can only 
make rough estimates on the 
basis of  labour productivity and produc-
tion value of  developed countries.   The 
structure and level of  productivity of  
Estonian agricultural and food sector is 
higher than in the European Union on 
average, however, the level of  produc-
tivity is lower than that of  the developed 
industrial countries such as the USA, 
Germany and Great Britain.

In 2005 55% of  the total number of  
employees of  developing countries, an 
average of  4.5% of  the employees of  the 
EU and 1-2% of  the employees of  the 
developed industrial countries worked 
in agricultural sector. The importance of  
agricultural production in the food pro-
duction chain of  the developed industrial 

countries can figuratively be compared 
to the tip of  an iceberg. In the USA 14 
times more employees are employed in 
agricultural supply and service indus-
try, as well as in agricultural products 
processing industries and trade of  agri-
cultural products and food than directly 
in the production of  agricultural prod-
ucts. In 2008 in Germany 10.1% of  the 
total number of  employees worked in 
agricultural and food sector excluding 
agricultural supply and service indus-
try. The value of  output accounted for 
13.1% of  the value of  the total output 
of  all the economic sectors whereas the 
value of  agricultural output contributed 
to only 9% of  the value of  the total 
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output of  food produc-
tion sector. However, the 
importance of  Estonian 
agriculture in food man-
ufacturing industry esti-
mated on the basis of  the 
ratio of  labour value to 
output value is to a cer-
tain extent higher than in 
the developed countries.  
It is not correct to com-
pare agriculture to tour-
ism sector, however, in 
some cases experts with 
one-sided economic edu-
cation have done it.

The importance of  agriculture in 
the economy of  the state has to be 
tackled systematically taking the objec-
tives of  agricultural policy as a basis.   It 
would be reasonable to recall the objec-
tives of  the EU Common Agricultural 
Policy to balance the meaning of  liber-
alization of  trade and agricultural policy 
overrated in media, which, in fact, are 
only the means. Confusing the objec-
tives and means in policy and decision-
making process results in accidental 
and unwanted consequences. The ob-
jectives of  the EU CAP are to increase 
productivity by promoting technical 
progress and ensuring the optimum use 
of  the factors of  production, in par-
ticular labour; ensure fair standard of  
living for the agricultural community; 
stabilise markets; secure availability of  
supplies; provide consumers with food 
at reasonable prices; apply sustainable 
management methods; preserve biodi-
versity and valuable landscapes; ensure 
food safety and animal welfare. The 
objectives are important in terms of  

the interest of  agricultural producers as 
well as the whole society and the envi-
ronment worth living in. 

Agricultural sector provides, in ad-
dition to production activities, public 
services for the whole society. Those 
who overestimate the importance of  
tourism sector and have suggested     
setting up the Ministry of  Tourism in   
Estonia should recall the period after 
liquidating the Democratic Republic of  
Germany – tourists did not want to visit 
tourism objects located in unmanaged 
landscapes.  

Major structural changes initiated 
in the agricultural sector after regain-
ing independence have also been seen 
over the past decade: decrease in the 
number of  small holdings set up as a re-
sult of  the reforms from 47,000 in 2001 
to 16,000 in 2007 and increase in the 
number of  viable specialist agricultural 
holdings from 837 to 1,508 in the same 
period.   Liberal economic policy has 
favoured survival of  commercial agri-
cultural holdings which according to the 
EU criteria are holdings of  economic 
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size of  at least 2 ESU1 
(1 ESU=EUR 1,200 = 
EEK 18,776), i.e hold-
ings of  Standard Gross 
Margin2  of  at least EEK 
37,552 a year, as well as 
development of  large 
holdings of  economic 
size of  over 16 ESU with 
Standard Gross Margin of  
more than EEK 300,600 a 
year. 

Increase in productivi-
ty of  agriculture in the past 
ten years can be explained 
by increase in the value of  
total output: from 6 billion 
kroons in 2000 to 10.9 bil-
lion kroons in 2007 and 
decrease in the number 
of  employees employed in 
agriculture: from 31,500 in 
2000 to 17, 300 in 2008. 

In 2009 as a result of  
economic crisis the value 
of  agricultural output 
decreased to 8.7 billion 
kroons accounting for 
16% decrease when com-
pared to 2008. Decrease 
in the value of  agricultural 
output occurred mainly at 
the expense of  decrease 
in agricultural producer 
prices: prices for live-
stock products decreased 
by 20% on average and 
prices for crop products 
decreased by 10% and 
production capacity by 1.8 
and 4.2%, respectively.

After the accession of  

 1 Agricultural holding is a unit of agricultural production under single tech-
nical and economic management of at least 1 hectare of utilized agricultu-
ral area and those of less than 1 hectare of utilized agricultural area pro-
vided the latter market a certain proportion of their output or produce 
more than a specified amount of output or the economic size of which is 
at least one European Size Unit - ESU.

2 Standard Gross Margin is the monetary value of total output (incl direct 
support) of an agricultural holding less the cost of variable inputs (specific 
costs) required to produce that output calculated on the basis of  the area 
of field crops, the number of heads and a standardized SGM coefficient.
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production potential. In 2009 1.6 times 
more milk and 1.2 times more cereals were 
produced than consumed. ¹/10, 15% and 
50% less pork, beef  and poultrymeat, re-
spectively, were produced than consumed. 
More than half  of  the poultrymeat pro-
duction potential was destroyed in the first 
half  of  1990 when poultrymeat subject to 
export support was exported from other 
countries. The facilities of  poultry produc-
tion were privatized by service and indus-
try enterprises. 

Agricultural products and food 

Estonia to the EU in the 
period of  2004-2007 the 
economic environment im-
proved significantly as can 
be seen in the economic 
results of  Estonian agri-
culture, thus creating pos-
sibilities for extraordinar-
ily quick increase in total 
income from farming of  
agricultural holdings. Net 
Value Added at factor cost 
increased from 2.1 billion 
kroons in 2003 to 5.4 bil-
lion kroons in 2007. In the 
same period Gross Value 
Added increased from 2.7 
billion kroons to 4.8 billion 
kroons in 2007.

In 2009 as a result of  
the economic crisis which 
started in 2008 total income 
from farming of  agricultural 
holdings fell to the level of  
pre-accession period: Net 
Value Added to 3.3 billion 
kroons and Gross Value 
Added to 2.6 billion kroons. 

„Scissors“ between sale 
and purchase prices caused abrupt de-
terioration of  economic results of  agri-
cultural holdings. In 2008 the price of  ag-
ricultural products decreased by 6.7% and 
the price of  inputs increased by 13.2% 
on average. In 2009 agricultural producer 
prices were an average of  5% to 10% low-
er compared to the price level of  the year 
2005 whereas the price for inputs such as 
fuel, energy, mineral fertilizers, services etc 
were 15-20% higher on average. 

Despite of  economic recession ag-
ricultural holdings have maintained their 
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account for a significant 
share in the export of  the 
state. In 2008 the value 
of  exports of  agricultural 
products and food was 12 
billion.  In 2009 export of  
food decreased to 10.2 bil-
lion kroons. 

Milk and fish products 
and beverages contribute 
to over half  of  the export 
capacity. 

Fruits, coffee, spices, 
sugar, food fat and bever-
ages not produced in Es-
tonia contribute to almost 
half  of  the import. 

Contribution of  agricul-
ture in improving and main-
taining the quality of  the liv-
ing environment cannot be 
characterized by figures on 
the values side but on the 
costs side of  economic re-
sults partly compensated for 
from the budget of  CAP of  
the EU. 

The Ministry of Agriculture 
has estimated the results of  most impor-
tant activities and public services pro-
vided by agricultural holdings as follows: 

•  in Estonia there are 850,000 ha of  
agricultural land in good state; 

• before the accession of  Estonia to 
the EU the utilized agricultural area de-
creased to 700,000 ha; 

• over 450,000 ha of  land are man-
aged environmentally friendly and al-
most 100,000 ha of  agricultural land are 
under organic farming;  

• preservation of  350,000 ha of  uti-
lized agricultural area in less-favoured 

areas;
• production of  approximately 3,000 

animals of  local endangered breeds;
• in Estonia there are over 20,000 ha 

of  managed seminatural communities, 
almost 60,000 ha of  agricultural and for-
est land is located in Natura 2000 areas; 
provision of  compensation for the re-
strictions;

• approximately 800 projects of           
diversification of  economic activities in 
rural areas are financed from the funds of  
the Rural Development Plan to employ 
former agricultural labour;
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• over 1,000 projects 
of  village renewal and 
development are being 
implemented to improve 
the quality of  life in rural 
areas; 

• 26 action groups 
have been set up and over 
2,500 LEADER projects 
are being implemented 
to support local initiative 
and draft regional develop-
ment strategies. 

European Union agri-
culture is multifunctional. 
The objectives of  agricul-
tural policy defined in the 
Treaty of  Rome over half  a 
century ago were based on 
drastic changes and vital 
needs in rural areas. Rapid 
development of  technol-
ogy, in addition to positive 
results such as increase in 
productivity and better 
availability of  food, has 
resulted in negative con-
sequences: reduction in 
the vitality of  rural areas, rapid decrease 
in the population of  rural areas, 25-30 
times less workforce needed in the ag-
ricultural sector of  developed countries 
when compared to the beginning of  the 
century; risks of  too intensive produc-
tion to the environment and concentra-
tion of  production in the land of  better 
natural fertility, overgrown  areas of  less 
fertile land and decrease in biodiversity. 
Changes in the demand and supply of  
food on the world markets, decrease in 
food supplies, and more frequent crop 
failures due to climate changes and rapid 

increase in prices of  agricultural inputs 
have caused abrupt fluctuations in pric-
es which impose risk to the security of  
agricultural producers in terms of  mak-
ing investments in production develop-
ment. How to cope with providing the 
increasing population with food in the 
situation where the yield of  field crops is 
not increasing with the same speed? Is-
sues concerning vital food supplies will 
be tackled more frequently in the prog-
rammes of  governments in the near 
future. 
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1.2. Agricultural holdings and agricultural producers 

In order to analyse the situation in ag-
ricultural sector it is necessary to define 
the number of  holdings in this sector, 
the economic size and main economic 
activity of  the holdings, i.e define the 
universe of  agricultural holdings.

The size and structure of  the uni-
verse of  agricultural holdings is deter-
mined by agricultural census, changes 
in the universe are reflected according 
to the data of  Farm Structural Surveys 
carried out on regular basis. All farms 
in the field of  observation are classified 
into a type of  farming on the basis of  
principal type of  farming in terms of  
the relative importance of  the different 
enterprises to the farms' total SGM. 

The number of          
agricultural holdings has 
decreased rapidly. Ac-
cording to agricultural 
census there were 55,702 
agricultural holdings uti-
lizing agricultural land in 
Estonia in 2001, whereas 
in 2007 there were only 
23,257 agricultural hold-
ings, i.e 2.4 times less 
than in 2001. According 

to the Farm Structural Survey carried out 
by Statistics Estonia in 2007 the decrease 
has mainly occurred at the expense of  
smaller agricultural holdings (up to 10 ha). 
Although the number of  smaller agricul-
tural holdings has decreased, they still ac-
count for over a half  of  the total number 
of  agricultural holdings (58%), however, 
they utilize only 6% of  the agricultural 
land. 

Also, the number of  medium-sized 
(10-50 ha) agricultural holdings has de-
creased. At the same time the number 
of  larger holdings of  over 50 ha has in-
creased. In 2007 there were 2,591 hold-
ings accounting for 11% of  total number 
of  agricultural holdings. 

According to the data of  the Land 
Board the number of  transactions with 
arable land was increasing up to the year 
2008, however, in 2009 decrease in the 

1.2.1. Number of agricultural holdings 
and distribution according to land use 
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number of  transactions could 
be observed. The average 
sale price for arable land was 
at the highest level in 2006 
reaching almost 9 thousand 
kroons per ha, however, by 
2009 the price fell to 6.6 thou-
sand kroons per ha.

Despite of  decrease in the 
number of  holdings the area 
of  utilized agricultural land 
has not decreased. In 2007 
the area of  agricultural land 
including managed perma-
nent grassland was 907,000 
ha.  Almost half  of  the agricultural land of  
holdings was rented.  

In the period of  2001–2007 the land 
was redistributed among agricultural hold-
ings of  different size. The area of  agricul-
tural land utilized by small and medium-
size holdings has constantly decreased.  

The majority of  agricultural area (69%) 
was utilized by 1,549 holdings (over 100 
ha) contributing to 7% of  the holdings.

In addition to the type of  farming 
every agricultural holding in the universe 
of  agricultural holdings is defined in terms 
of  economic size expressed in ESU3 which 



17

enables to classify holdings, 
in addition to utilized agricul-
tural area, according economic 
size.  In the period of  2001 to 
2007 the number of  holdings 
of  smaller than 2 ESU has 
decreased almost three times.  
In 2007 the number of  small 
holdings was 16,034 contrib-
uting to 68.7% of  all agricul-
tural holdings.

The economic size of  
agricultural holdings has in-
creased considerably. In 2001 
there were 55,748 holdings of  
average economic size of  2.5 
ESU, however, in 2007 there 
were 23,336 holdings of  aver-
age size of  7.6 ESU in Estonia. 
In the same period Standard 
Gross Margin of  agricultural 
holdings has increased from 
139,000 to 178,000 ESU (an 
increase of  28%). 

The utilized agricultural 
area of  small agricultural 
holdings (less than 2 ESU) has 
decreased year by year, 
however, total utilized 
agricultural area has 
not decreased, thus, 
agricultural produc-
tion has concentrated 
in larger agricultural 
holdings.

 3 European size unit, abbre-
viated as ESU, is used to exp-
ress the economic size of an 
agricultural holding to enable 
division of different holdings 
into size classes on the basis 
of a common scale. ESU is a 
standard gross margin of EUR 
1,200 (18,776 kroons).
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1.2.2.  The field of observation of agricul-
tural holdings 

According to the analysis of  the 
structure of  the field of  observation the 
lower threshold of  the economic size of  
an agricultural holding is 2 ESU in Es-
tonia which means that the value of  ag-
ricultural output of  an agricultural hold-
ing (incl supports) less the specific costs 
required to produce that output has to 
be more than 37,552 kroons.   Holdings 
of  economic size of  less than 2 ESU are 
too small in terms of  output as the level 
of  income is not sufficient 
to provide a main activity 
for the farmer, thus it is 
a hobby farm rather than 
a commercial agricultural 
holding.  

The threshold is de-
fined according to the 
principle that allows cov-
ering about 90% of  total 
agricultural production of  
the country (incl Standard 
Gross Margin, land use 
and livestock units).

When excluding the 
holdings of  economic size 
of  less than 2 ESU, the 
field of  observation in Es-
tonia is 7,302 agricultural 
holdings. 

In Estonia the field 
of  observation covers 
31.3% of  the total number 
of   agricultural holdings, 
92.6% of  Standard Gross 
Margin of  agricultural pro-
duction, 87.0% of  utilized 
agricultural area and 95% 

of  livestock units. The field of  obser-
vation excludes over 16,000 very small 
holdings, however, almost total agricul-
tural production is covered. At the same 
time it should be noted that the majority 
of  holdings belong to the smallest eco-
nomic size class.  

The developments of  the field of  
observation are annually analysed on the 
basis of  data collected for the purposes 
of  FADN.

The majority of  agricultural holdings 
(86%) belonging to the field of  observa-
tion are self-employed natural persons 
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(according to the data of  2007). The 
number of  legal persons has increased 
by 57% when compared to the year 
2001, at the same time the number of  
natural persons has decreased by 18%.

In 2007 natural persons (over 2 ESU) 
had 57 ha of  utilized agricultural area on 
average, however, legal persons were 

seven times bigger in terms of  land use 
(411 ha on average per holding). Since 
2001 the land use of  natural persons has 
increased by 50% whereas the land use 
of  legal persons has decreased by 16%. 
To conclude, it can be said that almost 
half  of  the agricultural land (48%) is uti-
lized by legal persons.
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2. Agricultural output and food market 
2.1. Crop production 

2.1.1. Crop areas and yields 

The area of  Estonia is 4,523,000 ha, 
according to the data of  Statistics Esto-
nia utilized agricultural area contributed 
to 932,000 ha of  which the total arable 
land was 800,000 ha in 2009. The share 
of  utilized agricultural area accounted 
for 21% of  the total area.  

According to the data of  Statistics 
Estonia total croppable area in Estonia 
occupied 567,000 ha in 2009, the total 
croppable area has decreased by 243,000 
ha when compared to the year 2000, 
however, increase in the total croppable 
area after the accession to the EU can 
be observed.

In 2009 cereals were grown on 

316,000 ha, forage crops on 151,000 ha, 
industrial crops on 83,000 ha and pota-
toes, vegetables and legumes on the total 
of  17,000 ha. The share of  cereals has 
increased year by year to over a half  of  
the croppable area in 2009.

The share of  winter cereal in the 
croppable area has been about 20% 
over the past three years, whereas in 
2009 winter wheat occupied 45,300 ha 
– the largest area ever. Winter barley as a 
new cereal was produced on 1,400 ha in 
2009, also, the area of  triticale increased 
(7,800 ha in 2009). In autumn 2009 
51,000 ha of  winter wheat, 15,800 ha of  
rye, 1,600 ha of  winter barley and 8,200 
ha of  triticale was sown. The weather 
of  autumn 2009 and winter 2010 was 



21

quite unfavourable for sown 
winter crops and develop-
ment of  plants, thus in some 
parts of  the country the ma-
jor part of  sown cereals were 
destroyed. 

In 2009 total cereal pro-
duction was 879,000 t, this 
figure has remained more or 
less stable over the past three 
years. Barley and wheat ac-
counted for the biggest share 
in total cereal yield (43% and 
39%, respectively). 

In 2009 the average yield 
of  cereals was 2.8 t/ha re-
maining the same as in 2008. 
Since 2000 the average cereal 
yield was the highest in 2007 
(3.0 t/ha) and the lowest in 
2003 (1.9 t/ha). 

In 2009 oilseed rape was 
grown on 82,000 ha. The 
cropped area under oilseed 
rape has increased almost 
three times when compared 
to the year 2000. Also, the 
cropped area under winter 
oilseed rape and turnip rape 
has started to grow in the 
past years, thus, in autumn 
2009 10,000 ha of  winter 
oilseed rape and turnip rape 
was sown accounting for an 
increase of  58% compared 
to 2008. Winter oilseed rape 
and turnip rape are very 
sensitive to the weather and 
time of  sowing, therefore, 
production of  these crops 
involves relatively high risks.  

Total production of  



22

oilseed rape amounted to 136,000 t and 
the yield was 1.7 t/ha. Since the year 
2000 the average yield of  oilseed rape 
has been the highest in 2002 (1.9 t/ha) 
and the lowest in 2000 (1.3 t/ha).

In 2009 potatoes occupied 9,000 ha 
of  croppable land. A decrease of  3.4 
times can be observed when compared 

to the year 2000 when pota-
toes occupied 31,000 ha of  the 
crop area. In 2009 the yield of  
potatoes was quite high (15.3 
t/ha) and the total production 
amounted to 139,000 t. 

Since 2000 the yield of  po-
tatoes was the highest in 2007 
(17.2 t/ha) and the lowest in 
2004 (10.3 t/ha).

When looking at the share 
of  domestic products in the 
total consumption of  the pop-
ulation of  the Republic it can 
be observed that in terms of  
cereals and oilseed self-supply 
has been ensured, however, 
production of  potatoes does 
not cover total consumption 
of  the population. In 2009 veg-
etables grown outdoors occu-
pied 3,000 ha which is by 14% 
larger than in 2008. However, 
the area of  vegetables grown 
outdoors has decreased by a 
thousand ha when compared 
to the year 2000.  The most 
popular vegetables grown 
outdoors are carrots, cab-
bages and beetroots occupy-
ing 60% of  the total area of  
vegetables grown outdoors.

In 2009 the total production 
of  vegetables grown outdoors 

was 59,000 t that is the biggest since the 
year 2000. Carrots, cabbages, beetroots 
not only account for the biggest share in 
the total area but also in the total produc-
tion (21,000 t, 19,000 t and 7,000 t, respec-
tively).  

The most unfavourable year for the 
production of  vegetables grown outdoors 
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was 2003 when vegetables 
grown outdoors occupied the 
cropping area of  3,000 ha but 
the total production was only 
27,000 tonnes. The average 
yield of  vegetables grown out-
doors has increased to some ex-
tent year by year, particularly the 
yield of  carrots and cabbages. 

In 2009 the total consump-
tion of  vegetables was 114,000 
tonnes, i.e 80 kg per person on 
average. The amount of  veg-
etables produced in Estonia 
covers almost half  of  the con-
sumption of  the population, 
the rest is imported from other 
countries. The main imported 
vegetables are tomatoes, cu-
cumbers and onions, also, sev-
eral varieties of  cabbages.   

In 2009 the total area of  
fruit and berry orchards was 
8,000 ha. Apple orchards con-
tributed to the majority of  
the orchards (4,200 ha), stone 
fruits were grown on 900 ha 
and berries on 3,200 ha. In 
2009 total production of  fruits 
and berries was 10,000 t cover-
ing 16% of  the consumption 
in Estonia. Apple produc-
tion remained on the average 
level of  past five years (5,000 
t), production of  stone fruit was the 
biggest of  past five years (800 t). Also, 
berry production was considerably good   
– 3,000 t.

Decrease in the area of  cropland has 
halted in the past years. The production 
level is very uneven by years because 
fruit and berry production is a great deal 

dependant on weather. When compar-
ing the last five years it can be seen that 
the most favourable conditions for fruit 
and berry production were in 2005 and 
2009. 

Estonian population consumes 
much more fruit and berries than pro-
duced in Estonia. In 2009 69,000 t of  
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fruit and berries were con-
sumed, i.e 45 kg per person 
on average (whereas the pro-
duction covered only 16% of  
consumption). The main im-
ported fruits are apples, citrus 
fruits and stone fruits. Im-
ported berries include mostly 
strawberries and grapes. Also, 
watermelons and melons are 
considered as fruit and have a 
considerable share in import. 

The area occupied by 
forage crops has decreased 
in the past years to 151,000 
ha in 2009.   Since 2004 the 
largest area of  forage crops 
has been registered in 2005 
(210,000 ha). The most com-
mon were permanent forage 
crops occupying 141,000 ha, 
incl clover occupying 43,000 
ha, lucerne 11,000 ha, other 
protein crops 26,000 ha and 
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other annual forage crops 62,000 ha.
In 2009 the total production of  for-

age crops was 1,936,000 t. In 2009 the 
average yield of  permanent forage crops 
was 13 t/ha, which was a little less than 
in 2008, however, it’s the second result 
since the year 2004. 

2.1.2. Producer prices of crop products in 
Estonia and the EU  

Producer price is the price received 
from the buyer for a unit of  product or 
service (in the producer’s storage). 

When comparing the last 
ten years it can be observed that 
the highest producer prices of  
cereals and oilseed rape were in 
2007 when the price of  wheat 
increased to 3,122 kroons, the 
price of  barley to 2,836 kroons 
and the price of  rye to 2,736 
kroons. In 2008 the producer 
prices fell dramatically and in 
2009 the falling trend contin-
ued.

When compared to the year 

2008 the producer price of  oats and rye 
decreased by 39%, the price of  wheat by 
33% and the price of  barley by 26%.

It is known today that prices of        
cereals will increase significantly again in 
2010.

Differently from cereals the sale 
price of  potatoes has remained at the 
level of  the year 2005 and no increase in 
the price has been observed ever since. 

The price of  oilseed rape in-
creased abruptly in 2007 to over 
5,000 kroons per tonne and has re-
mained at that level.  
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In terms of  sale prices of  vegetables 
grown outdoors (cabbage, cucumbers, 
carrots, onions, green peas) a growing 
trend can be observed since 2005. The 
sale price of  tomatoes was at the highest 
level in 2005 (15,521 kr/t) remaining un-
der 14,000 kroons in the following years. 

Estonian market is influenced by the 
developments in the world and there-
fore, the main reasons for the decrease 

in the buying-in price were economic 
crisis, relatively high yields, scarceness 
of  export markets and relatively high 
level of  the world cereal stocks. The 
previous time the prices of  cereal were 
at such low level was in 2005 when ma-
jor over-production occurred in the EU. 
In the year 2010 a significant increase in 
cereal prices will be observed.
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2.2 Livestock production

According to the data of  
Statistics Estonia as at 31 
December 2009 there were 
234,700 bovine animals (incl 
96,700 dairy cows), 365,100 
pigs, 80,400 sheep and goats 
and 1,796,000 poultry in 
Estonia.

According to the data of  
ARIB animal registry (as at  
31 December 2009)4 there 
were  5,761 cattle producers, 
incl 4,378 dairy cow produc-
ers, 997 beef  cow producers 
and 1,894 sheep producers 
and 511 goat producers. The 
number of  beef  cows, sheep 
and goat producers shows a 
growing trend. 

When compared to the 
year 2000 the number of  bo-
vine animals has decreased by 
18,000, dairy cows by 34,000. 
At the same time beef  animal 
production shows a growing 
trend and according to the 
data of  ARIB the number of  
beef  animals was 9,977 (as at 
31 December 2009). By coun-
ties cattle production is most 
widespread in Järva county, 
beef  animal production in 
Lääne and Saare county.

The number of  poultry 
has decreased by 574,000 
when compared to 2000.

 4 The difference from Statistics Estonia data is due to the fact that 
according to the regulation establishing the register of farm animals, 
livestock farmers and persons organising the slaughter of farm ani-
mals and handling of animal waste have to register their data wit-
hin seven days of marking or import to Estonia from another EU 
Member State of a farm animal, the date of modification of regist-
ration data or the date of slaughtering a farm animal or acceptance 
of animal waste for processing. Sheep and goats are marked and 
registered within 6 months from the date of birth of the animal. 
Statistics    Estonia   records  data  as  of  a  specific  date  based  on  information 
collected by sample survey and processed.
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The number of  pigs has 
increased by 65,000. Since 
2007 pig production has 
grown thanks to an increase 
in demand in the Eastern 
market. The number of  
sheep and goats is 2.5 times 
bigger than in 2000. The 
number of  sheep and goats 
started to increase in 2004, 
one of  the reasons could 
be allocation of  support for 
the production of  ewes, incl 
support for organic produc-
tion for the production of  
organic sheep (over half  of  
the total number of  sheep 
must be organic sheep). 
Production of  sheep is the 
biggest in Saare county, pro-
duction of  goats in Pärnu 
county.

2.2.1. Milk production 

According to Statistics 
Estonia 501 kg of  milk was 
produced per inhabitant in 
Estonia in 2009. As at 31 De-
cember 2009 in Estonia the 
number of  dairy cows was 
96,000, 671,000 t of  milk was 
produced and the average 
milk production per cow was 
6,838 kg.

Although the number 
of  dairy cows has decreased 
year by year, the total milk 
production has increased as a 
result of  increase in produc-
tivity of  cows, except in 2009 
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when 23,000 t less milk was produced 
when compared to 2008.

In 2009 591,300 t of  milk of  4.1% 
fat content and 3.3% protein content 
was sold to the dairy industry which is 
14,600 t less than in 2008. The share 
of  milk sold to the dairy industry of  

the   total milk production ac-
counted for 88%.

88,400 cows have been 
registered in performance 
testing. According to the data 
of  Estonian animal record-
ing there were 89,400 cows 
in milk recording of  which 
76.1% were of  Estonian Hol-
stein breed and 23.3% of  Es-
tonian Red breed in Estonia 
in 2009. There were 475 cows 
of  Estonian Native breed ac-
counting for 0.5% of  cows in 
milk recording.

According to the data of  
Estonian Animal Record-
ing Centre dairy production 
of  Estonian dairy breeds per 
cow was 7,447 kg/year in 
2009 that is 57 kg more than 
in 2008. 

Since the year 2004 the 
number of  herds has con-
stantly decreased, as a con-
clusion it can be said that the 
number of  dairy cow herds 
had decreased more than 
twice by 2009. The number 
of  smaller herds (up to 100 
cows) had decreased 2.7 times 
whereas the number of  big-
ger herds (over 100 cows) had 
remained at the same level.  

In 2009 one fifth (20%) of  
the dairy cows was kept in smaller herds 
(up to 100 cows), whereas only 17% 
of  milk was produced in this group. In 
the last years the importance of  smaller 
herds has constantly decreased both in 
terms of  the number of  cows and milk 
production. 
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2.2.2. Meat production

In 2009 113,200 tonnes of  poultry 
and livestock (liveweight) were slaugh-
tered in agricultural holdings or were 
sold to meat processing industries for 
slaughtering accounting for 1.7% of  
increase compared to 2008. Only poul-
try production has increased (by 15%) 
when compared to the previous year. 
Looking at the structure of  meat pro-
duction since 2003 it can be said that 
the share of  pigmeat production of  the 
total meat production has always been 
the biggest  (about 60%), the share of  
beef  and also poultry has increased 
to 20%. The share of  sheepmeat and 
goatmeat in the total meat produc-
tion is growing and for the first time 
exceeding the 1% level in the total 
meat production for the first time in 
2008. 

The volume of  meat production per 
inhabitant has grown from year to year: 
in 2000 an average of  39 kg of  meat 
per inhabitant was produced whereas 
by 2008 the indicator had increased to        
57 kg per inhabitant.

Milk production of           
Estonian dairy breeds per 
cow was the highest (9,157 
kg) in herds of  the size of  
901 to 1,200 cows and the 
lowest (5,576 kg) in small 
herds of  up to 10 cows.

Estonia has not reached 
very close to fulfilling the 
milk quota and producers 
have not felt any actual re-
strictions concerning the 
quota. In the years of  ap-
plying the quota system 
production has increased but so has 
the quota. In the quota year starting  
1 April 2009 the milk production quota
increased to 665,900 tonnes. As a re-
sult of  applying for an increase in an-
nual quota, 194 quota owners were 
granted an increase in delivery quota 
by 13,400 t and direct sales quota by 
700 t.  

Producers have exchanged a number 
of  direct sales quotas for the quota of  
delivery to the industries.  In the quo-
ta year that ended 31 March 2009 milk 
producers delivered 600,900 t of  milk 
to the industry accounting for 92.4% of  
annual delivery quota and sold 6,300 t 
of  milk directly to the end-consumers 
accounting for 81.8% of  annual direct 
sales quota.

Looking at the producer prices since 
2003 great fluctuations by years can be 
observed – when in 2003 the average 
producer price of  milk was 2,882 kr/t, 
in 2008 it was already 4,638 kr/t. In 2009 
the producer price of  milk fell sharply, 
however, at the end of  2010 we can wit-
nesses the record level of  the producer 
price of  milk again.  
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Beef
As at 31 December 2009 the number 

of  livestock was 235,000 accounting for a 
drop of  1.3% compared to 2008. The to-
tal number of  beef  animals has constantly 
increased and as at 31 December 33,600 
beef  animals were registered in the ARIB 
registry.   The list of  beef  cattle includes 
most of  all animals of  Aberdeen-Angus 
breed – 9,216 followed by Hereford breed 
– 8,538 and Limousine breed – 7,897.

In 2009 the share of  beef  in the total 
meat production was 18.7%. 1,300 beef  
animals were exported to foreign coun-
tries at the age of  3 months. 

In 2009 14,200 t of  beef  in slaughter 
weight was produced - 0.7% less than in 
2008. Meat processing industries bought 
in 38,0000 beef  animals and produced 
9,100 t of  meat accounting for a de-
crease of  4.4% compared with previous 
year.

In 2009 102,700 calves were born, it 
is 1,500 calves less than in 2008. 

Pigmeat
In 2009 production of  pigmeat in 

slaughter weight was 46,100 t, only 100 t 
less than in 2008. 

In 2009 meat processing 
industries bought in 352,000 
pigs (54,700 pigs less than in 
2008). From bought in pigs 
28,100 t of  meat was pro-
duced. Since 2004 the level 
of  buying-in of  pigs was 
the highest in 2008 when 
406,800 pigs were bought in 
and 32,100 t of  pigmeat was 
produced.

The average clean pig 
carcase weight was 79 kg. 

The importance of  pigmeat in total 
meat production (in slaughter weight) 
was 60.7% in 2009.

In 2009 724,400 piglets were born. 
The number of  born piglets has con-
stantly increased over the past years. In 
2009 11% more piglets were born than 
in 2004.

Sheepmeat and goatmeat
As at 31 December 2009 there were 

total of  80,400 sheep and goats of  
which 3,900 were goats. In 2009 800 t 
of  sheepmeat and goatmeat was pro-
duced. 

In 2009 2,600 sheep and goats were 
bought in and 50 t of  meat was produced.

Although the number of  sheep and 
goats has grown considerably over the 
past years, sheepmeat and goatmeat still 
account for a very small share (1.1%) in 
the total meat production in Estonia. 

Poultry
As at 31 December 2009 the number 

of  poultry was 1,792,200, 2% more than 
previous year at the same time. Hens 
and cocks accounted for 98% of  the 
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total poultry production, the 
rest were other poultry.

Increase in the number 
of  poultry is related to the 
favourable market condi-
tion. Tallegg Ltd, the only 
poultry producer in Estonia, 
has increased the number of  
broilers to meet the growing 
demand. In 2009 14,900 t 
of  poultry was produced, 
by 13% more than last year. 
The share of  poultry in to-
tal poultry production was 
20%.

2.2.3. Egg production

In 2009 173 million 
eggs were produced, 18% 
more than previous year. 
Improved market situation 
and commencement of  new 
contemporary poultryhouses 
in Peri Agricultural plc, San-
lind plc and Linnu Talu plc 
are the main reason for the 
increase in egg production.

In 2009 the average egg 
production per hen was 263 
eggs, 6 eggs less than in 2008.

In 2009 129 eggs were 
produced per inhabitant in 
Estonia. 

As a conclusion it can 
be said that in Estonia 
more milk is produced than consumed 
by the population, the need for pig-
meat and beef  is almost covered, but 
in terms of  poultry the demand is far 
more bigger than production.

2.2.4. Honey production

According to Statistics Estonia 
there were 27,500 bee colonies in Es-
tonia in 2009.  Total of  575 t of  honey 
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was produced.  The best year 
for honey production was 
2006, when total of  over 
thousand tonnes of  honey 
was produced. The producer 
price of  honey made a big 
leap in 2007 increasing from 
58 kroons to over 90 kroons 
per kilo. The producer price 
of  honey has not changed 
much since then.



34

2.3. Organic farming

Organic farming has de- 
veloped actively over the 
past years. Support allocated 
for organic farming certainly 
has got a role in it compen-
sating for the lower income 
resulting from the specific 
nature of  production.  

In 2004 there were 810 
acknowledged organic pro-
ducers in Estonia, whereas   
the number had increased 
to 1,278 by 2009. In the 
same period organically 
farmed land increased from 
46,000 ha to 103,000 ha, i.e 
more than twice. 

Most part of  the or-
ganically farmed land is 
under annual and perennial 
grasslands (64,100 ha). Or-
ganic cereals were grown on 
16,000 ha and natural grass-
lands covered 7,2000 ha.

Despite of  the fact that 
organic production has 
grown over the past years, 
processing and marketing 
of  organic products has not developed 
with the same pace and in most cases or-
ganically produced products are sold as 
regular products, therefore, organic farm-
ers have not succeeded in getting higher 

price for organic products. Most of  the 
organic farmers are small producers who 
are not marketing their products but     
using the biggest share of  their produc-
tion for their own consumption.  
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In the countries with developed 
agriculture and food industry lo-
cal enterprises traditionally have 
had strong position in internal 
market and the consumers have 
preferred to consume local food. 
As a result of  significant changes 
in world economy – globaliza-
tion of  markets as well as enter-
prises, changes in lifestyle etc, the 
customer behaviour has changed 
over time as well.  An annual sur-
vey “Nutrition Habits and Food 
Shopping Preferences of  the Pop-
ulation” requested by the Ministry 
Agriculture is carried out by the 
Estonian Institute of  Economic 
Research to identify changes in 
food shopping and preferences 
over the last ten years. 

The following aspects of  food 
shopping behaviour of  the popu-
lation can be pointed out: 

1. In the situation of  concen-
tration and development of  retail 
market more and more consum-
ers are shopping in large food 
stores. Small shops and markets 
keep loosing customers from year 
to year.    In 2003 15% of  the 
population went shopping to the 
market and 25% shopped in small 
shops whereas in 2009 market 
was the primary shopping place 

Food shopping preferences of Estonians
Marje Josing, Estonian Institute of Economic Research

for only 2% of  the population and 
82% of  the consumers shopped in 
a large food store. Market has got 
an important role in selling such 
commodity groups as potatoes, 
fruit and vegetables, berries and 
honey. In 2009 26% of  vegetables, 
23% of  potatoes, 23% of  fruit and 
17% of  honey was sold on the mar-
ket. In terms of  these commodity 
groups markets provide consumers 
with the best choice, the freshest 
food and a possibility to commu-
nicate directly with the producer.  
56% of  honey was bought directly 
from beekeepers.       

2. Estonians go shopping far 
more often than an average Ameri-
can or South-European. Instead 
of  stocking a huge fridge with 
food for a week from bread and 
white bread to high temperature 
pasteurized milk, Estonians prefer 
to shop more frequently and buy 
fresh food. A slow trend toward 
decline in frequency of  shopping 
can be observed, however, in 2009 
18% of  the population went shop-
ping every day and 32 % 4-6 times 
a week.    

3. Freshness, taste and quality 
of  products are the most important 
factors for Estonians for selecting 
food. In 2009 91% of the respondents   
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considered fresh-
ness, 89% taste 
and 84% of  the 
respondents con-
sidered quality 
of  food very im-
portant.  The im-
portance of  these 
three criteria has 
not changed sig-
nificantly over the 
years.  Estonia as 
the country of  or-
igin of  food was 
important but not the essential 
factor in driving the shopping de-
cision of  the population. Domes-
tic origin is the tenth in the ranking 
of  the choice criteria.  Freshness, 
taste, quality, healthfulness, favour-
able price, promotions, appearance 
of  the product, contents and fa-
miliar brand are more important 
than the country of  origin for con-
sumers in making the shopping 
decision.   

4. In case there is a choice of  
food of  similar price and quality, 
the majority of  Estonians would 
prefer Estonian food.  The country 
of  origin was the most important 
factor for consumers in 2002-2003, 
in the following years preference 
for Estonian food has declined to 
some extent. 

5.  For an Estonian consumer 
it is important that when consid-
ering commodities of  “domestic           
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origin”, the commodities should 
not only be produced in Estonia 
but the raw material used in the 
production of  the commodi-
ties should also be of  domestic   
origin. 

6. Although the majority of  
consumers would be interested in 
buying commodities of  domestic 
origin it is not easy for the con-
sumer to find them in the store 
and it has become more compli-
cated over the years.   

7. The consumer cannot find 
commodities of  domestic origin 
from a wide choice of  food in 
the stores because the labels are 
in very small print and very often 
the distributor (private label com-
modities) instead of  the producer 
has been indicated on the label. 
Also, trademarks of  Estonian 
commodities are often unfamiliar 
and misleading.

As a conclusion it can be 
said that freshness and quality 
of  food are the most important 
factors for Estonian consumers.  
Local food industry has been 

able to provide consumers with 
wide variety of  food of  high qual-
ity for years and the consumers 
have responded with preferring 
domestic commodities.  In the 
situation of  economic crisis con-
sumers have corrected their food 
shopping according to a thinner 
wallet, however, preference for 
domestic commodities has re-
mained at high level.  At the same 
time, the price level has become 
higher and made Estonian mar-
ket more attractive for importers, 
also, price sensitivity of  consum-
ers has provided better sale op-
portunities for cheaper imported 
commodities. It is worthwhile for 
the domestic producers to main-
tain their position on the internal 
market and justify the consumers’ 
trust because better knowledge of  
the consumer, less complicated 
possibilities for advertising and 
easier access to the retail market 
are definitely the advantages for 
domestic producers on the inter-
nal market.  
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2.4. World market 

According to the economic research-
ers and experts reasons for the increase 
in consumer prices in 2007 and second 
half  of  2010 were crop failure having 
occurred in several regions, increase in 
energy prices, the increasing number 
of  people suffering from hunger in the 
world and domination of  trade interests 
over the interests of  consumers. How-
ever, these estimates give an incomplete 
overview of  the situation on the world 
food market. Several aspects related to 
the development of  economy in syn-
ergy with the processes and tendencies 
in the society and natural environment 
have not been paid sufficient attention 
to by the researchers.  Therefore, the es-
timates of  the economic development 
are not completely reliable.    

Methodological errors concerning 
the economic analysis compiled in the 
recent past have made the general popu-
lation as well as the economic research-
ers themselves pessimistic about the 
economic outlook. Some of  them have 
had to admit in media that economic 
science is the so-called „after-science“ and 
economic researchers are researchers with 
„afterwit“ (see MoA, 7.01.2010, Andres 
Arrak, „What does not kill us makes us 
stronger“). At the CAP conference in 
Warsaw in April 2009 David Harvey, 
Professor of  Agricultural Economics at 

the University of  Newcastle also com-
plained about the unfavourable image 
of  economic researchers.  We could ask 
whether there is a reason for declaring 
economic science as afterwit in a situa-
tion where economic ideology (not eco-
nomic theory) has not met the expecta-
tions of  the general public? Economic 
science cannot be a guide as long as eco-
nomic researchers do not learn to look 
at economic processes in synergy with 
the processes in the society and environ-
ment.

However, the general public is inter-
ested in the developments on the food 
market in the near and more distant fu-
ture. Why and how much could the food 
prices increase? Agricultural producers 
are interested in issues such as: how will 
food prices develop taking into account 
the tendency of  additional profit in the 
food chain gained as a result of  an in-
crease in consumer prices, however, 
profit not being divided according to 
the contribution of  relevant parties – 
the agricultural producer, food industry 
and trade – but owned by commodity 
chains with more market power hold-
ing a monopoly position in the market. 
The investment and development pos-
sibilities of  agricultural holdings, as 
well as viability and the quality of  life in 
rural areas are dependant on the afore 
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mentioned situation. 
Tendencies in agri-

culture and food mar-
ket have to be tackled 
in a wider context – in 
the background of  con-
stantly rising population 
in the world, changes in 
the eating habits of  the 
population, food supply, 
status of  natural resourc-
es (soil, available water 
and energy supplies), as 
well as taking into ac-
count structural changes 
in agriculture and prevailing ideologies 
in economic policy.  Therefore, prob-
lems concerning making a prognosis 
are not so much related to the nature of  
economic researchers but rather to the 
ability of  economic researchers to feel 
and understand the concealed processes 
in the world surrounding us.  

We cannot foresee specific events 
but we are able to project tendencies 
and probabilities of  new options and 
risks.  According to the projections of  
the FAO demand for food will be in-
creasing not only because of  popula-
tion growth  but also due to increase 
in the importance of  animal source 
food in the food menu of  the popula-
tion of  developing countries.  Thus, in 
the future considerable amount of  en-
ergy produced from plants, particularly 
from cereals, will be used for ensuring 
the vital functioning of  animals. For 
example, production of  pork and poul-
try requires four and two times more 
cereals, respectively, to produce the 
same amount of  food energy as in case 
of  consumption of  vegetarian food. 

Use of  cereals for the production of  
bioethanol and use of  oilseed rape oil 
for the production of  biodisel are also 
likely to increase.  

 According to the projections the 
world population will increase from 
6.8 billion in 2009 to 9.1 billion in 2050 
mostly at the expense of  population 
growth of  the developing countries. 
At the same time in the past decade 
the number of  people suffering from 
hunger has increased: it was the lowest 
in 1995 (832 million) and increased to 
1.02 billion in 2009. According to the 
data of  the FAO the reason for hunger 
is not so much wars and natural dis-
asters but in 90% of  cases it is rather 
related to structural problems in the 
economy of  the developing countries 
concerning land ownership, existence 
of  the means of  production, knowl-
edge and skills of  rural population, 
income of  farmers and possibilities 
for investing in development, market-
ing possibilities, prices, possibilities for 
adding value to agricultural products, 
existence of  infrastructure, ensuring of  
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2.4.1 Cereal market 

According to the estimates 
of  the Ministry of  Agriculture 
of  the United States of  Ameri-
ca (USDA) of  November 2009 
the world cereal output (incl 
rice) was 2195.6 million tonnes 
and the projected consump-
tion 2188.9 million tonnes in 
2009/2010. The need for feed 
cereals was estimated to be 
1104 million tonnes, which is 
over 13 million tonnes more than total 
output. In addition to the increasing 
needs of  livestock production, increase 
in bioethanol production has increased 
the demand for feed cereals, particularly 
maize. In the past five years the use of  
cereals for the production of  bioethanol 
has grown by 80 million tonnes, i.e al-
most 2.5 times and accounted for 136 
million tonnes in 2009 of  which the  
biggest amount (107 million tonnes) 
was consumed in the USA. In the                
European Union 8 million tonnes of  ce-
reals were used for bioethanol produc-
tion last year. According to the projec-
tions the use of  cereals for bioethanol 
production will be increasing, however, 
according to the projections bioethanol 
production is cost-efficient only in case 
the price of  oil exceeds 60-70 USD/bar-
rel. The EU is planning to increase the 
use of  cereals for bioethanol production 
to 20 million tonnes in 2015.  

According to the estimates of  the 
International Grains Council (IGC) of  
the end of  August 2010 the total world 
cereal output will be 1745 million tonnes 
in 2010/11 (456 million t without rice), 
which is 42 million tonnes less than in 

2009/10 and 34 million tonnes less than 
the projected consumption.  

According to the estimates of  the 
IGC of  the end of  August 2010 the 
total world output of  wheat was 644 
million tonnes which is 33 million 
tonnes less than in previous year and 13 
million tonnes less than the projected 
consumption.  

In 2010 the yield also decreased in 
a number of  exporting countries when 
compared to the previous year. The   
biggest decline in cereal output can be 
observed in Russia – according to the 
estimates from 97 million tonnes in 
2009 to 60-65 million tonnes in 2010. 
Therefore, Russia was forced to ban the 
export of  cereals this year. The follow-
ing table characterizes the export capaci-
ty of  the main cereal producers last year. 

Decrease in export offers in the sec-
ond half  of  the year 2010 caused an 
increase in cereal prices on the world 
market. Cereal prices on the world mar-
ket are formed according to the general 
world cereal balance and stock, but first 
and foremost, on the basis of  the yield 
potential and export possibilities of  the 
cereal exporting countries: the USA, 
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EU, Canada, Ukraine. In 
the past years more fre-
quent droughts and floods 
caused by climate change 
have had an impact on 
the situation on the world 
cereal market. The eco-
nomic crisis, in turn, has 
increased instability on the 
grain market and insecurity 
of  producers. According to 
the data of  AMI (German 
Agricultural Market Infor-
mation) in 2006 and in the 
first half  of  the year 2007 
the wheat price on the 
USA and German Market 
was EUR 150/t on aver-
age. In the second half  of  
the year 2007 the price on 
these markets increased to 
over EUR 260/t and de-
creased to less than EUR 
120/t by the end of  2009 
and started to increase 
quickly in 2010. According 
to the data of  IGC the ex-
port price of  French wheat 
which was 175 USD/t in the first half  
of  the year 2010, increased by over 100 
USD /t to 275-300 USD/t at the end of  
August 2010. 

OECD expects single major price 
fluctuations and continuing increase in 
the world cereal prices. In 2000 the price 
of  durum wheat on the world market 
was 127 USD/t, 340 USD/t in 2007 and 
according to projections it will be 220 
USD/t in 2018. The price for maize was 
89 USD/t in 2000, 218 USD/t in 2007 
and according to projections will be 165 
USD/t in 2018. In the background of  

the average growth in price it is not ex-
cluded that in particular years price fluc-
tuations of  1.5 times can occur.  

In the EU cereal production capac-
ity exceeds the consumption capacity 
and the excess stock is sufficient – 65-70 
million tonnes on average. 

The developments in the world have 
an impact on Estonian market, there-
fore, the 2009 economic crisis, falling 
demand and relatively good average 
yields in the member states of  the EU in 
2008 were also reasons for the decrease 
in buying-in prices in Estonia. In 2009 in 
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Estonia the prices for cereals fell to the 
level of  2005 when the prices in the EU 
fell as a result of  overproduction.  

However, in a longer perspective 
demand for cereals will increase in the 
whole world. According to the FAO 
projections the world will need 3.2 billion 
tonnes of  cereals by 2050, a billion tonnes 
more than in 2009; 515 million tonnes 
of  soyabeans, 215 million tonnes more 
than in 2009 and 470 million tonnes of  
meat, almost 200 million tonnes more 
than was consumed in 2009.

At the same time, according to the 
FAO projections production of  cere-
als will slow down by 0.8% a year in the 
coming decades. In 1950-1990 the world 
cereal production increased 2% a year 
on average to compare with, thus, sup-
ply exceeded demand and excess supply 
increased.  In that period an illusion of  
endless overproduction of  agricultural 
products was created among the public 
in the countries having regained inde-
pendence. This naturally had an impact 
on the attitude and decisions of  the 
policy makers of  these countries. In the 
past twenty years the pace of  growth 
of  cereal production as 
the main food produc-
tion has slowed down 
twice when compared to 
the previous period and 
the trends show further 
slowing down of  the 
pace of  production. The 
world cereal stock has 
slowly but constantly de-
creased: feed cereal stock 
from 220 million tonnes 
in 1996/97-2000/01 to 
166 million tonnes in 

2.4.2. Oil crops market 

In 2009/10 428.9 million tonnes of  
oilseeds were produced in the world, 
29 million tonnes of  oilseeds were pro-
duced and 41.2 million tonnes consumed 
in the EU. According to the prognosis 
of  the European Commission the con-
sumption of  oilseed in the EU will in-
crease to 45 million tonnes by 2015. 

According to the outlook of  the 
OECD the price of  oil crops in Europe 
was 322 USD/t in 2003, 583 USD/t in 
2007, 334 USD/t in 2009 on average 
and the outlook for the year 2018 is 398 
USD/t. The price growth is driven by 
increased demand. In the European Un-
ion 2/3 of  oilseed rape production was 
used for biodisel production.

2005/06-2009/10 on average. At the 
same time, food cereal stocks decreased 
from 197 million tonnes to 146 million 
tonnes. Decrease in the stock together 
with more frequent crop failures due 
to the climate change has increased the 
price volatility, i.e short-time sharp fluc-
tuations.  
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2.4.3. Dairy market

According to the data of  
German Market Research In-
stitute dairy production and 
consumption increased by 86 
Mt, i.e 14% within the period 
of  2002-2008.  At the same 
time dairy production out-
paced consumption by 4 Mt 
per annum on average. In the 
same period dairy production 
in the world per capita increased from 
95.6 kg to 101.6 kg per annum.     

World production of  milk contin-
ued to grow and in 2009 695 Mt of  milk 
was produced which is an increase of  
5 Mt when compared to the previous 
year. Earlier price projections based on 
demand and supply of  milk were true 
until recession. In 2007 the world price 
for cheese, butter and milk powder in-
creased 1.6 times when compared to 
the average of  three previous years.  In 
2008 the high level of  prices remained 
stable: cheese 4,680 USD/t, butter 3,650 
USD/t and milk powder 3,910 USD/t. 
In 2009 the world market prices for 
dairy products fell to the level of  the 

turn of  century: cheese 2,700 USD/t, 
butter 1,830 USD/t and milk powder 
1,900 USD/t.

In 2009 the largest dairy producers in 
the world were the EU with over 150.5 
Mt, India 106 Mt, the USA 86 Mt and 
China 44.4 Mt. In 2009 the biggest con-
tribution in the growth of  dairy produc-
tion was made by China with 2.5 Mt and 
New Zealand 0.9 Mt when compared to 
the year 2008. In 2009 total dairy output 
decreased by 0.6 Mt in the EU and 0.7 Mt 
in the USA compared to the previous year.

As trade in dairy products con-
tributes to only 5.6% of  the total 
production and consumption capacity, 
relatively small changes in supply and 

demand on the world 
market result in major 
price fluctuations which 
are transferred to the in-
ternal markets of  partic-
ularly those states where 
the importance of  export 
is relatively considerable 
when compared to total 
output and consumption. 
The figure below charac-
terizes the development 
of  calculated producer 
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prices of  milk in selected 
countries and on the world 
market in the past two 
decades.

The world market price 
is calculatory and has been 
derived on the basis of  
world market prices of  dif-
ferent dairy products. In 
1991-2005 the producer 
prices of  milk in the EU 
were relatively stable at the 
level of  29-31 EUR/100 
kg. In 2006 the prices fell to 
the level 27 EUR/100 kg, 
in 2008 the prices increased 
to the level 34 EUR/100 kg 
and in 2009 fell to the level 
27 EUR/100 kg. In 1991 
the calculated world dairy 
price was 13 EUR/100 kg 
and increased to the level 
22 EUR/100 kg in 2001, to 
the level 34.50 EUR/100 
kg in 2007 and in 2009 
decreased to the level of  
2001. The world market 
price has mainly followed 
the price level of  the larg-
est market participant New Zealand. 
The year 2007 was an exception when 
the calculated world price exceeded the 
price level of  New Zealand.  

New Zealand export of  milk powder 
accounts for 37% of  total world export 
and the export of  butter for 42% taking 
the leading position on the world market. 
The EU is the largest exporter of  cheese 
in the world. The share of  cheese export 
of  the EU in the world is almost a third. 

In the EU the use of  milk quotas 
will be discontinued in 2015. According 

to the OECD projections for the year 
2018 increase in the demand for dairy 
products and moderate growth of  prices 
is continuing:  by the end of  the pro-
jected period the price for cheese will be 
3,180 USD/t, butter 2,550 USD/t and 
milk powder 2,690 USD/t. 

In Estonia in spring 2009 within the 
period of  almost half  a year the price 
of  milk paid to the producer fell to the 
level of  3 kroons/kilo, which did not 
even cover production costs. Atten-
tion could be drawn to the fact that in        
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Estonia the milk price has often been 
lower than the price level of  new mem-
ber countries (EU10). In 2010 for the 
fist time the milk price is approaching 
the average level of  the EU.   

Milk producers in Estonia responded 
to the unfavourable economic situation 
with the reduction in output.  According 
to the data of  Statistics Estonia in 2009 
total output of  milk was 676,100 tonnes, 
which is 18.1 tonnes or 3% less than in 
2008. According to preliminary data of  
the year 2009 the average milk produc-
tion per cow was 6,849 kg,  68 kg more 
than previous year. According to the        
assessment of  the European Commission 
(EC) the average milk yield of  cows was 
6,277 kg in 2009 that is 8% lower than the 
average in Estonia. According to the pro-
jections of  the European Commission the 
average milk yield of  cows is expected to 
increase to 6,753 kg by 2015 correspond-
ing to the productivity level of  Estonian 
cows in 2007. Higher productivity is in 
correlation with cost-efficiency, neverthe-
less, a number of  Estonian dairy produc-
ers had to fight for economic survival be-
cause of  low price level.  

Consumer benefit has always been 
given as a justification for keeping the 
prices of  agricultural products at low lev-
el in Estonia.  Comparison of  producer 
prices and consumer prices shows that 
increase in producer price is rather used 
as an excuse for earning additional profit. 
Also, increase in consumer price is justi-
fied by growing costs.  Sometimes it is 
justified, but the following analysis shows 
that the biggest sufferer is always the pri-
mary producer having to cope with the 
prices of  main inputs, which grow signifi-
cantly faster than the prices of  outputs.   

Formation of  prices not consider-
ing the interests of  agricultural holdings 
is a result of  the nature of  agricultural 
production process being different from 
the processes in other economic sectors. 
The difference has figuratively been de-
scribed by farmers: if  the situation on 
the market gets worse and a cow starts 
producing loss, it cannot be switched off  
like a machine in a factory. A living or-
ganism has to be taken care of  in order 
to continue functioning and maintain 
its potential at the same level as always, 
i.e it means expenses. Short-term sharp 
fluctuations of  prices have particularly 
adverse impact on primary production. 
However, researchers with one-sided 
economic knowledge have not under-
stood this simple truth, thus, they have 
not understood the objectives and prin-
ciples of  agricultural policy either.        

2.4.4. Meat market

In 2009 285.6 Mt of  meat was 
produced in the world, incl 106.1 Mt 
of  pigmeat contributing to the big-
gest share of  total meat production. 
Demand for pigmeat is estimated to 
continue in the near future. However, 
demand for poultrymeat is increas-
ing most rapidly. Since 2002 produc-
tion of  poultrymeat in the world has 
grown 20 Mt, i.e by over 25%. In the 
past years demand for beef  and lamb 
has been quite moderate. According 
to the projections of  the FAO and 
OECD production of  beef  will de-
crease in Argentina, China, Germany, 
the USA etc in 2010.    

In the past years the turnover of  cross-
border trade of  meat products in the 
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world was 23-24 Mt a year 
accounting for 8.5% of  total 
production. Poultrymeat is 
the most traded meat on the 
world market, turnover of  
poultrymeat is growing and 
will account for a half  of  to-
tal turnover of  meat traded 
in the near future.    

In 2008 the biggest ex-
porting countries of  pig-
meat in the world were 
USA with 2 Mt, the EU 1.7 
Mt and Canada 1.0 Mt. In 
2008 the biggest import-
ing countries were Japan 
1.2 Mt, China 1.0 Mt and    
Russia 0.86 Mt. 

In 2008 the biggest 
world poultrymeat export-
ers were the USA 3.8 Mt 
and Brazil 3.7 Mt and the 
biggest importing countries were China 
2 Mt, Russia 1.2 Mt and Japan 0.9 Mt.

In 2008 the biggest world beef  ex-
porting countries were Brazil 1.6 Mt, 
Australia 1.3 Mt and the USA 0.8 Mt. 
The world beef  importing countries were 
the USA 1.1 Mt, Russia 0.9 Mt, the EU 
is the net importer of  beef  and it will in-
crease in the near future. In 2009 the EU 
exported 240,000 tonnes and imported 
425,000 tonnes of  beef.  According to 
the European Commission projections 
the export of  beef  will fall to 90,000 
tonnes by 2015 and import of  beef  will 
grow to 720,000 tonnes by 2015.  

According to the assessment of  the 
OECD the economic crisis has had an 
adverse impact on the meat market. The 
prices have fluctuated greatly within a 
short period having increased risks in 

meat production with slow turnover. In 
2003 on the European market the pro-
ducer price of  beef  in slaughter weight 
was 2,550 EUR/t, in 2008 3,240 EUR/t 
and 2009 2,500 EUR/t and according to 
the projections of  the OECD the pro-
ducer price of  beef  will increase to 2,810 
EUR/t in 2018. In 2003 the producer 
price of  pigmeat in slaughter weight was 
1,260 EUR/t, in 2009 1,560 EUR/t and 
fell to 1,100 EUR/t at the beginning of  
2010. According to the outlook of  the 
OECD the price of  pigmeat will moder-
ately increase to 1,360 EUR/t by 2018. 

Since 2004 the producer prices of  
beef  and pigmeat have remained quite 
stable at 23-25 kroons/kg. In 2008 the 
prices increased over 28 kr/kg and in 
2009 decreased again to the level before 
the economic crisis.   



49

Decision of  the supermarket 
chain Rimi to remove fresh Es-
tonian pigmeat and beef  from 
sale is probably one of  the most 
memorable events in the rela-
tions of  food producers and 
trade followed by several months’ 
long discussion on domestic 
meat and own-label products of  
trade. Estonians have become 
more conscious of  the existence 
of  domestic meat than as a result 
of  any other meat product cam-
paigns before.  

It all began with an innocent 
press release of  24 March saying, 
“Rimi own-label products expand 
selection of  beef  on Estonian 
market.” The announcement by 
Rimi was distinctive because of  
disparaging remarks addressed at 
Estonian beef. Rimi press release 
said: “Although we are importing 
Rimi own-label brand we can al-
ways provide the customer with 
beef  of  good quality from beef  
animals and we can be certain 
that the meat products on sale do 
not originate from milk cows.”  

It was without doubt insult-
ing for Estonian meat produc-
ers and caused a painful reaction 
from agricultural producers as 

About meat, trade, own-label brand products

Roomet Sõrmus, ECAC

well as industries. In the original 
Rimi press release the disparag-
ing remarks could be read from 
between the lines but as the dis-
cussion heated up they already had 
enough courage to ask the cus-
tomer: “Do you prefer Italian pasta 
or Estonian macaroni?” with the 
intention of  insulting Estonian 
meat. It is a rare case when 
Estonian agricultural and food 
organisations are gathering un-
der one umbrella. Association 
of  Estonian Food Industry, 
Estonian Chamber of  Agriculture 
and Commerce, Estonian Farmers’ 
Federation and Central Union 
of  Estonian Farmers found that 
such arrogant attitude of  Rimi 
couldn't be tolerated. Consumers, 
too, stood for the protection of  
Estonian meat.  The group “Boycott 
to Rimi – for the support of  
Estonian producer!” created by the 
social network Facebook gathered 
quicky support and in a short time 
nearly five thousand consumers 
announced loudly that they cared 
for Estonian food and unambigu-
ously denounced Rimi’s behaviour. 
As the customer is the king, the 
protest of  consumers forced Rimi 
to correct their policy.
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Own-label products of supermarket 
chains have started to displace the 
brands of food producers  

I dare to doubt that the only 
intention of  Rimi’s move was 
to get beef  of  good quality on 
the shelves of  the supermarket           
because in addition to beef,   
Estonian pork was also displaced 
from the shelves. Estonian beef  
production is indeed a develop-
ing sector, but there is definitely 
no shortage of  pigmeat. Rimi did 
not even hide the fact that the 
store had issued an ultimatum to 
Estonian producers to become 
sub-contractors of  Rimi: “The 
meat processing industries here 
certainly would not like to com-
pete with another competitor 
– Rimi with its own-label brand 
meat products – but it can be 
viewed from two angles, either be 
obstinate and protest against in-
novations or vice versa, start sell-
ing meat under Rimi’s own-label 
brand /.../”.

Rimi’s drastic move showed us 
where our commerce is heading. 
One chain tried to make about-
turn and sell only imported meat 
as its own-label brand. In other 
product groups the trend is not so 
transparent but maybe in five years 
all products will reach the point 
meat reached in a couple of  days.

Rimi’s buying policy means 
oppressing the producers and de-

creasing the choice of  Estonian 
consumers - no wonder our meat 
industries did not want to obey Rimi’s 
dictation. In case of  products sold 
under the own-label brand of  a 
store (so-called private label) the 
consumer often do not have a 
possibility to learn the exact nature 
and origin of  the product. It makes 
the own-label brands of  stores an 
excellent means of  manipulation 
with Estonian food industry and 
hiding information from consum-
ers. Own-label products of  stores 
are an efficient means of  decreas-
ing the buying prices and maximi-
zation of  profit. Own-label brands 
ensure anonymity of  food and the 
producers can be easily replaced if  
necessary. 

Initially, Baltilux or Alpenrose 
milk originated from Estonia, but 
when I visited stores at the time 
of  the meat incident in spring I 
found out that Latvian, Lithuanian 
and Polish milk products have 
displaced domestic commodities. 
Milk, kefir, cottage cheese, yogurt 
of  different origin etc were sold 
under Alpenrose brand. The own-
label milk products of  the store 
carry a message for the consum-
er: why pay more when the con-
tent of  the package is the same! 
Indeed, initially the content was 
the same, but then it went as it 
was expected – commodities 
were bought from the countries 
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where they were the cheapest. 
I think that consumers should 

not blindly focus on own-label 
products of  stores, however, it 
is not easy for the consumers to 
examine attentively the origin of  
products and very often it is not 
possible to understand where ex-
actly the own-label products are 
produced unless being a specialist. 

Is there any point in fighting 
windmills? 

Estonia is certainly not a pio-
neer in introducing own-label 
brands in trade. We rather try 
to imitate the practice of  other 
countries. Own-label brands in a 
number of  countries have got a 
significant market share.

My criticism towards own-
label brands in trade is related to 
concern about sustainability of  
domestic food production. Es-
tonian industries are too small to 
be successful in producing large 
quantities. Eventually there will be 
someone bigger being able to pro-
duce cheaper. Once you have lost 
your market share it would be dif-
ficult to get back on shelves. Con-
sequently, trade will hold the reins 
even tighter and industries cannot 
help but obey. 

Rimi’s obvious slipping woke 
a fire from the ashes. Tension be-
tween food producers and trade 
has already grown for some years. 

One of  the reasons is concentra-
tion of  food retail and increase in 
the market power of  chain stores.  
Unfortunately the chain stores are 
quite enthusiastic in using their 
already achieved market power in 
the chain of  custody. More and 
more unfavourable delivery con-
ditions starting from suppressing 
buying prices and finishing with 
unreasonably long term of  pay-
ment, bonuses, fees and charges 
being imposed on food industry.  

No wonder the quality of  our 
food is deteriorating – the own-
label brand products of  stores are 
responsible for the decrease. The 
own-label brand products have 
an impact on the commodities 
of  better quality because it is dif-
ficult for their producers to com-
pete. For example, you produce 
sausage from meat but the com-
petitor makes it from the skin of  
the chicken but the consumer is 
price-sensitive and the chain store 
would do anything to keep the 
price down.   

A number of  surveys in 
Estonia and elsewhere show that 
people do want to know the origin 
of  the food they are consuming. 
They often prefer food of  do-
mestic origin or from the nearest 
regions. Recently I had a possi-
bility to get to know the philoso-
phy of  the product line „Unser 
Norden“ (Our North) of  the 
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retail chain Coop of  Schleswig-
Holstein in Germany. Although 
it is an own-label brand of  a re-
tail chain all the products come 
from four states of  North Ger-
many and each label indicates the 
location of  production. I believe 
we can learn from this  - if  we 
had a product line “Our Estonia” 
on the shelves of  our stores with 
yogurt from Põlva, bread from 
Paide and sausage from Nõo, I 
would probably tolerate own-
label brands more willingly. Still, 
the brand and product line could 
rather be under the control of  
producers than trade. 

Conclusion

Finally Rimi gave in to the 
pressure of  the public and on 
April 15 Estonian beef  and pig-
meat was announced to be back 

on the shelves of  the stores. It 
seems that Rimi has learned from 
the incident. After the meat scandal 
Rimi showed initiative in contact-
ing the producers and their repre-
sentatives. Rimi initiated labelling 
of  a number of  products of  Esto-
nian origin with conspicuous heart-
shaped blue-black-white price tags.   

The whole story is a lesson to 
be learned  - Estonian consumer 
appreciates food of  domestic ori-
gin and is able to protest loudly 
when trade imposes import food 
and the freedom of  choice will be 
taken from the consumer. Within a 
short period we could observe on 
the basis of  Rimi case where our 
trade is heading – own-label brands 
will be imposed and a majority of  
our food will become anonymous. 
We have won a battle but the war is 
still going on...
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2.4.5. Trends on world food market 

The last decade witnessed the follow-
ing negative trends in agriculture and on 
the world food market: increase in climate 
instability and more frequent droughts 
in different parts of  the world, quick 
increase in prices for agricultural inputs 
and sharp fluctuations of  prices for agri-
cultural products, decrease in income and 
profit margin of  agricultural holdings. It 
has aroused worries in agricultural pro-
ducers as well as consumers. The results 
of  the WTO negotiations: liberalization 
of  trade and agricultural policy, granting 
agricultural producers the right to partici-
pate more actively in deci-
sion-making, reduction of  
the intervention of  the state 
and granting farmers a pos-
sibility to respond better to 
market demands have not 
met the expectations of  the 
population and agricultural 
producers.

Analysis of  the proc-
esses on the world market 
provides agricultural pro-
ducers and policy-makers 
additional information not 
so much about the prob-
ability that specific events 
will occur but rather about 
the reasons for negative 
tendencies and problems. 
However, the projec-
tions of  the OECD, FAO, 
European Commission and 
other relevant organiza-
tions about fluctuations in 
food prices, production and 
consumption characterize 

tendencies. It means that in the back-
ground of  moderate increase in price 
sharp fluctuations of  prices may continue. 

 The world population is growing 
resulting in increasing demand for food. 
In China and India the purchasing power 
of  the population has sharply grown re-
sulting in the eating habits transition to 
food products containing a greater pro-
portion of  animal protein. Growth in 
the yield of  field crops has slowed in the 
world. Researchers and policy-makers of  
several developed countries have come 
to the conclusion that it is necessary to 
allocate more funds for the research on 
methods of  increasing productivity and 
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efficiency of  agriculture.      
According to the assessments of  

the World Bank the prices for energy 
sources and metal increased up to 230% 
in the period of  2003-2008 (Agra Facts 
13.08.2010.) Growth in energy and metal 
prices has had an impact on the prices 
for mineral fertilizers, machines and con-
struction.  World market prices for dif-
ferent types of  mineral fertilizers grew 
from 200-260 USD/t in 2006 to a record 
level of  800-1200 USD/t in 2008 and 
fell to a level of  240-440 USD/t in the 

second half  of  2009 which 
is, on average, one and a 
half  times higher when 
compared to the period 
before the economic crisis 
(Situatsionsbericht, AMI).  

It can be seen from   
Eurostat data that at the 
same time when the ex-
penses of  agricultural pro-
ducers and consumers on 
food were growing, the 
share of  income of  agricul-
tural holdings in food pro-
duction chain decreased by 
over one-fifth in the period 
of  1995-2005.

At the conference on 
the EU CAP future in 
Brussels in 19-20 July rea-
sons for negative trends in 
agriculture over the past 
five years were pointed 
out and analysed. An is-
sue of  principle was dis-
cussed – the EU should 
find a way of  withdrawing 
from the WTO type of  ag-
ricultural policy (regulated 

by the World Trade Organization) and 
form a sovereign agricultural develop-
ment strategy and policy of  the EU. The 
reasons for discontent are the provi-
sions of  the 1994 WTO Agreement on       
Agriculture defining the wider objective 
which in fact, is a wish and means rather 
than an objective: „Develop a fair and 
market-oriented system of  agricultural 
trade.” The specific means provided in 
the Agreement, also agreements con-
cluded in the WTO Doha Round are 
contradictory to the objectives of  the 
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EU agricultural policy 
in terms of  a number of  
important aspects and re-
strict the use of  the means 
for meeting the EU CAP 
policy objectives. What 
does the following word-
ing of  the Agreement 
“intention to develop a 
„fair“ system of  trade” 
mean when conditions for 
the competition have not 
been taken into account, 
meaning that significant 
expenses of  different size 
made by agricultural producers from 
different countries for the development 
of  environment worth living in and in 
the interest of  the public have not been 
taken into account?   

Interest groups dominating in the 
economy today have concluded inter-
nationally binding agreements, these 
groups cannot see the big picture and do 
not know the rules of  the development 
of  the society, they mix the objectives 
and means and are unable to foresee the 
results of  their decisions.     

According to the dialectics of  
progress, development occurs in the 
form of  process of  differentiation and 
integration. In terms of  the process of  
differentiation there is always a risk that 
it develops too far and becomes dissocia-
tion so that growth turns into a tumour. 
As to differentiation and integration there 
is also a risk that one party may become 
dominant and instead of  integrating 
that party is going to suppress, alienate 
and depress other parties. In case differ-
ent markets such as financial, real estate, 
trade and labour market and industrial 

and natural capital are not integrated with 
one other and one of  these parties has le-
gally been declared as dominant, follow-
ing of  disharmony and catastrophes hin-
dering normal development is inevitable.  
Domination of  financial market over 
other markets has ended with economic 
catastrophe, domination of  commodity 
market over labour market and real es-
tate market has caused extensive growth 
in unemployment and increased risks for 
agricultural producers and investors.   

In the 21 century the restricting fac-
tor is not industrial capital: machines, 
equipment and technology but the na-
ture itself; it is not productivity of  trac-
tors and harvesters but the condition of  
soils; it is not the capacity of  fishing ves-
sels but fish stocks; it is not the capacity 
of  pumps of  irrigated areas but decrease 
in available water supply. Economic sci-
ence can be a reliable guide only in case 
economic researchers free themselves 
from the outdated images and theories 
created in the 18th and 19th century and 
start integrating economic science with 
social and natural sciences.       
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OECD was founded in 1961. On 
international level it is often called 
the Club of  Rich Countries where 
the membership status is a mat-
ter of  honour and privilege. The 
organisation has probably got 
the name because of  its mem-
bers – very important countries 
making significant decisions. Ac-
cording to the legal version mem-
bers of  the organisation can only 
be countries having undergone 
considerable changes and develop-
ments in economy to enable 
other countries, including non-
members to learn from them. 
Today 33 countries are mem-
bers of  the OECD:  Australia, 
Austria, Belgium, Canada, Chile, 
Czech Republic, Denmark, Fin-
land, France, Germany, Greece, 
Hungary, Iceland, Ireland, Israel, 
Italy, Japan, Korea, Luxembourg, 
Mexico, Netherlands, New Zea-
land, Norway, Poland, Portugal, 
Slovakia, Slovenia, Spain, Sweden,
Switzerland, Turkey, United Kingdom, 
United States of  America.

Chile, Slovenia, Israel joined 
in 2010 (in May, July, September, 
respectively). Estonia became an 
accession candidate country in 

The wise man learns from the mistakes of others, 
others learn from their own  (OECD)

Andres Oopkaup, 
Deputy Secretary General of the Ministry of Agriculture

May this year.  Enhanced engage-
ment countries are Brazil, China, 
India, Indonesia and South Africa.

Estonia has been in the focus 
of  the OECD already since 1995 
after the collapse of  the Soviet 
Union when the so-called tran-
sitional countries emerged using 
different possibilities and methods 
for carrying out reforms in their 
economy.  As a result the pace and 
efficiency of  reforms was very 
different. At that time Estonian 
political majority decided in 
favour of  radical reforms to ensure 
quick transition. It is clear that 
such transition was not supposed 
to be painless and particularly 
these processes arose the interest 
of  the economic researchers of  
the OECD. For example, the so-
called agricultural producer sub-
sidy equivalent was calculated for 
Estonia at that time – for an Estonian 
producer it was at least minus 
100% at the beginning of  the tran-
sitional years. To put it in simpler 
terms it meant that agricultural 
producer gave away the produc-
tion and had to pay additionally 
the value of  the production.       

Certainly it was not an easy   
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period. Today Estonia is involved 
in the calculation of  the indicator 
together with all other EU mem-
ber states. In the past three years 
the indicator has been 22-24% in 
the EU demonstrating support 
from the public sector and the 
share of  market price support in 
the income of  agricultural pro-
ducers.     

 
One of  the criterions for 

joining the OECD is the ability 
of  the potential member and the 
OECD to share mutually ben-
eficial and interesting expertise. 
Rapid development over the past 
twenty years is important for 
the OECD. In turn, in addition 
to providing Estonia with an op-
portunity to observe the economy 
of  the OECD members and 
exchange the best practice, the 
OECD provides its members 
with analyses of  potential mar-
kets, carrying out high quality 
policy and sectoral analysis of  
interest to the member coun-
tries of  the OECD. For example, 
overviews of  the developments 
in agriculture and policy in China 
and Russia. In addition to regular 
publications the OECD issues 
about 250 new titles annually. 
One of  the most important regu-
lar publications of  the OECD 
is agricultural and food market 

outlook for ten years compiled in 
cooperation with the FAO. It is an 
important publication in the con-
text of  development projections 
of  agricultural markets. Also, the 
report on monitoring of  agricul-
tural policy developments, involv-
ing all OECD member countries 
and non-member economies 
of  interest, is annually widely 
discussed. The report includes 
the abovementioned indicator         
describing the level of  producer 
subsidies according to the agricul-
tural policy implemented in the 
relevant country.    

However, agriculture is not 
the only sector the OECD works 
on, it is rather an area under eco-
nomic issues.  Other areas of  ac-
tivity of  the OECD in addition to 
economy are development issues, 
society, finance, governance, in-
novation and sustainability.  

Estonia has participated in 
the meetings of  the analysis net-
work of  the level of  agricultural 
producers since February 2009.  
Estonian FADN data have been 
directly included in the drafting of  
two surveys – in June 2010 a survey 
on risks of  agricultural producers 
and risk management strategies was 
issued and soon a survey on distri-
bution of  supports and income in 
selected OECD countries will be 
published. 
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3. Agricultural policy

In Estonia agriculture has been sup-
ported since 1993. Within the period of  
1993-2000 support was allocated exclu-
sively from the state budget, since 2001 
support has also been granted from the 
EU funds. The first support programme 
was SAPARD providing support for 

agricultural production, processing and 
rural development. 

In 1993 57 million kroons were al-
located for supporting agriculture, the 
amount had increased to 3.275 billion 
kroons by 2009, whereas the group of  
beneficiaries had significantly expanded.  

3.1. EU Common Agricultural Policy 

Since the accession of   
Estonia to the EU in May 
2004 Common Agricul-
tural Policy consisting of  
two pillars has been im-
plemented in Estonia.              
I Pillar of  CAP includes 
implementation of  mar-
ket organization measures 
and direct support. Within 
the framework of  II Pillar 
of  CAP support for rural 
development is provided 
under four axes. Axes I 
is targeted at improving 
the competitiveness of  the agricultural 
and forestry sector, Axes II is aiming at 
improving the environment and the coun-
tryside, Axes III is focusing on improving 
the quality of  life in rural areas and diver-
sification of  the rural economy,  Axes IV 
i.e LEADER is targeted at provision of  

support for local action groups. 
The total support has increased from 

1.8 billion kroons in 2004 to 3.27 billion 
kroons in 2009, by 80%. At the same time, 
the EU budget funds have increased by 
73% and state funds of  Estonia twice, 
although the share of  state funds has 
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increased only by 3 pp from 
25% to 28%.

In 2009 the share of  
measures of  I Pillar of  CAP 
accounted for 44%, II Pillar 
of  CAP for 54% and national 
support for 2% of  the total 
support.   

The analysis of  the distri-
bution of  support shows that 
almost 10% of  applicants re-
ceive 80% of  the total support 
whereas the rest 20% of  sup-
port is divided among 90% of  
producers. 

In 2009 agricultural sup-
port was granted for 20,390 
applicants. The biggest 
number of  applicants was 
in Võru county (2,369) and 
the smallest in Hiiu county 
(514).
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Direct payments and complementary di-
rect payments are paid under the I Pillar 
of  CAP.

In the EU it is possible to pay direct 
payments according to two schemes: ap-
plying Single Payment Scheme (SPS) or 
Single Area Payment Scheme (SAPS). 
Single Payment Scheme is implemented 
by all EU-15 states and Slovenia and 
Malta from new member states. The 
Single Area Payment Scheme together 
with complementary direct payments 
can only be implemented by new mem-
ber states. Single Area Payment Scheme 

3.2. Direct payments and complementary direct payments  
in 2004-2009

is a simplified scheme where the total 
direct payments allocated from the EU 
funds are divided by the number of       
eligible hectares in good agricultural and 
environmental condition in the year of  
application. 

The level of  support paid from the 
EU funds has been calculated according 
to the provisions on support and enti-
tlement of  member states to support 
which were in force in the EU as at 30 
April 2004. This sum is increasing year-
by-year reaching to 100% by 2013. In 
2009 Single Area Payment was made at 
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the level of  60% and complementary di-
rect payments could be paid to the level 
of  90%.   

Complementary direct payments 
are paid from the state budget, except 
the years 2004-2006 when the funds of  
RDP could be partially used. Since 2007 
all direct payments related to production 
can be implemented in the EU-27 at 
the same level. In 2004-2006 in Estonia 
complementary direct payments were 
paid for the production of  field crops, 
cattle, dairy cows and ewes, however, 
in 2007 it was decided to pay comple-
mentary direct payments for field crops, 
suckler cows and ewes. Similar scheme 
was implemented in 2009, however, it 
has been decided that from the year 2010 
onwards payments for field crop produc-
tion shall not be granted any longer.    

The rest of  complementary direct 
payments have been decoupled from the 
production obligation of  the application 
year and the applicant only has an obli-
gation to be engaged in any agricultural 
activity (incl farm animal production or 
field crop production and maintain the 
agricultural land used by the applicant 
in good agricultural and environmental 
condition). Similarly to the year 2008, 
five complementary direct payments de-
coupled from production obligations of  
the year of  application – complemen-
tary direct payments for field crops, hay-
seed, animal units of  cattle, payments on 
the basis of  milk production quota and 
ewes – were implemented in 2009.  

In 2007-2009 energy crops payment 
scheme financed from the EU budget 
was implemented in Estonia. The final 
payments will be made in 2010.  

Direct payments and complementary 

direct payments have been paid for 
six years in Estonia. In 2009 total of  
1,403.82 million kroons were allocated 
for direct payments which is 10% less 
than in 2008, however, 1.9 times more 
than in 2004. Although 42% less com-
plementary direct payments were al-
located from Estonian state budget in 
2009 when compared to 2008, the level 
of  total direct payments and comple-
mentary direct payments was only 10% 
lower than last year. In 2009 946.6 mil-
lion kroons of  Single Area Payment was 
allocated to the applicants, 19.8% more 
than in 2008 and 2.8 times more than in 
2004.  

Detailed requirements for receiv-
ing the Single Area Payment and com-
plementary direct payments, the proce-
dure for proceeding the payments and 
applications have been established in 
relevant regulations of  the Minister of  
Agriculture. Every year the Minister of  
Agriculture defines the unit rate of  each 
complementary direct payment (except 
unit rate for energy crops established by 
the council regulation) in his regulations. 
In 2009 the number of  applications for 
Single Area Payment decreased by 16% 
(to 3,010 applications) when compared 
to 2004, at the same time the approved 
area increased by 7% (from 803,000 ha 
to 856,000 ha). In 2009 the base area 
was exceeded by 56,000 ha, the relevant 
unit rate of  Single Area Payment was re-
duced respectively.   

The number of  approved applica-
tions for complementary direct pay-
ments for the production of  field 
crops (up to 2007 – agricultural crops) 
has decreased by 26% when compared 
to 2004, however, the area covered by    
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applications has increased by 21%. In 
2009 the area of  field crops exceeded 
the base area defined for Estonia in the 
EU Accession Agreement by almost 
30,000 ha, as a result, the unit rate of  
the payment was also reduced.

The number of  applications for 
complementary direct payments for 
the production of  suckler cows and the 
number of  payments granted is con-
stantly increasing. In 2009 the number 
of  applicants increased by 86% and the 
number of  suckler cows in approved 
applications was 3.2 times bigger com-
pared to 2005 when complementary 
direct payment as a single support pay-
ment for the production of  suckler cows 
was initiated. When comparing to 2008 

we can see that the number of  suckler 
cows having been granted support has 
increased by 25.8% and the relevant    
applications by 11.3% a year. 

Sheep production developed signifi-
cantly over the first three years of  the ob-
served period followed by a stable period. 
The number of  approved applications 
for the complementary direct payment 
for the production of  ewes increased by a 
quarter when compared to 2004. In 2009 
the number of  approved applications 
was the same as in 2008. However, the 
number of  ewes in approved applications 
increased by 996 ewes (2.4%). In 2009 
the number of  ewes subject to direct pay-
ment was 2.2 times those of  2004.
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Initiation of local cooperation  
LEADER is a European Union 
programme for the development 
of  rural life by means of  coopera-
tion between three sectors. The 
positive impact of  the European 
Union in terms of  guidance can 
be illustrated by initiation of  co-
operation between three sectors 
to enhance decision-making. In 
fact, it is a simple principle for 
discussing issues and solving
problems, however, round-table 
meetings of  entrepreneurs, 
representatives of  associations 
and local governments at local 
level all over Estonia were initi-
ated with the implementation of  
the LEADER programme. 

I recall a roundtable meeting 
in a small rural municipality at the 
time of  introducing the principles 
of  cooperation between three 
sectors. The leaders of  a local vil-
lage association were very disap-
pointed when learning that their 
application for funding a village 
event had been rejected. Then a 
local entrepreneur stood up and 

LEADER – 
Innovative approach to regional development 

Merle Adams
LEADER action group Green Riverland Partnership

asked why nobody had asked for 
his help for supporting the asso-
ciation. The entrepreneur thought 
that his employees who lived in 
the same village could also benefit 
from the event. This is a simple 
but good example of  the prob-
lem not being money but lack of  
communication and the fact that 
primary solutions can be found 
in common discussions between 
three sectors.    

The LEADER programme covers 
rural areas of the territory of 
Estonia 

The action groups (24) all 
over Estonia have been active 
for at least four years. Also, new      
action groups have been set up (2) 
which will soon launch an open 
competition for new applicants. 
Only small parts of  the territory 
of  local governments have been 
left out of  the area of  activity of  
the programme. 

Four years of  activities in-
clude dissemination of  informa-
tion about the development of  
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common cooperation organisa-
tion of  entrepreneurs, repre-
sentatives of  associations and 
local governments; dreams about 
a huge European Union ship of  
money and money being the ul-
timate goal of  action; getting 
down to Earth from being over 
optimistic and making important 
decisions about the strategy be-
ing the basis for granting support; 
getting experience and learning a lot.     

We have been the LEADER 
pioneers in Estonia and we could 
only learn from the experience of  
LEADER groups from aboard. 

Today Rural Research Centre 
(www.maainfo.ee) located at Jäne-
da is responsible for organising 
support, trainings, information 
days and exchange of  positive 
experience of  LEADER action 
groups. Internet homepage of  
the Rural Research Centre pro-
vides contact details of  local ac-
tion groups, which in turn give 
information about open competi-
tions for applicants.

LEADER strategy is a funded 
strategy  

What is the difference between 
LEADER-strategy and other 
development documents? We al-
ready have got a wallet for good 
intentions and future plans we 
have agreed upon. Decisions 
made at local level develop the 

financial policy being the basis 
for building up the future for 
ourselves and making decisions 
about products and services to 
be provided in the region, the na-
ture of  village associations and 
changes to be introduced in the 
economic life in the territory of  
local governments.

The government has decided 
to allocate 10 % of  the budget 
of  the Rural Development Plan 
2007–2013 for the implementa-
tion of  the LEADER measure. It 
is 1.34 billion kroons contributing 
to an average of  over 200 million 
kroons of  total support a year al-
located for local action groups. 

Projects supported and grant-
ed approval by local action groups 
will be submitted to ARIB. In 
2009 1,062 applications were sub-
mitted to ARIB. In 2010 (as at 
23.09.2010) 1,438 applications 
were submitted to ARIB. Ac-
cording to the estimates total of  
3,000 applications will be sub-
mitted to ARIB by end of  the 
period 2008 – 2010. 1000 more 
applications were submitted than 
initially estimated.  On the one 
hand it shows good work on the 
level of  local action groups, on 
the other hand it means more 
work in terms of  proceeding 
the applications and expenditure 
declarations and carrying out 
control procedures in ARIB.  
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Is the action group a project or an 
organization?

What is happening around 
us depends on ourselves. It is 
the same with LEADER action 
groups – the message, success 
and patterns of  activities of  the 
organization depend on the teams 
and charismatic leaders of  the 
LEADER. It has been said that 
an organization is communicating 
with an organization and the role 
of  the leaders have a minor role. 
However, practice shows that a 
person communicates with a per-
son bringing along communica-
tion between organizations.   

As LEADER action groups are 
participatory aiming at the imple-
mentation of  development ideas 
of  persons, it is above all an or-
ganization.   Financing of  an action 
group from the LEADER pro-
gramme is carried out on a project 
basis, however, everyday life in an 
organization should function as a 
human organism.  An organization 
is set up – an organism is born, it 
gets knowledge and experience, 
grows and develops, responds to 
changes – breathes and functions 
with it’s inside and outside life and 
is terminated when the time is up.   

   
Taking territorial specifities into 
consideration 

LEADER map gives a good 
overview of  the local action 

groups set up on voluntary and re-
gional basis. (http://www.maain-
fo.ee/index.php?page=3320).

Speculations on possible ad-
ministration reform model may 
become partially true. The decision 
and will on setting up a LEADER 
action group have come from the 
bottom – from local people defin-
ing the regional intersection.   

Green Riverland region in-
cludes the area of  Soomaa Na-
tional Park located in the heart of  
the territory of  local action group 
and has got impact on everyday 
activities and strategic decisions. 
The territory of  Jõemaa is one 
tenth of  the territory of  Estonia 
and involves a considerable share 
of  the total population of  the re-
gion exceeding thrice the bounda-
ries of  the county.   

However, there are also plac-
es where bears outnumber the 
population. The central part of  
the national park is the biggest 
area of  compact forests and bogs 
in Estonia and very few villages 
with permanent habitants can be 
found there. Centres of  rural mu-
nicipalities are located as a circle 
around Soomaa being the target 
area of  applicants. 

Delusion grandeur versus sensibility

The period of  the development 
of  monster urban communities 
has passed. Large commercial and 
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service centres are not compatible 
with the architecture and life style 
specific of  rural life. Unfortu-
nately, today support programmes 
still tend to prefer large solutions 
to reasonable ones. This attitude 
can be compared to a train speed-
ing towards the edge of  a cliff  – 
those in the train realize that the 
road is about to end but nobody 
will stop the train. It is comfort-
able to move with familiar rhythm 
and consider support money as 
benefit from outside.

When granting support within 
LEADER programme it is im-
portant to know the objective of  
a construction or an activity – it 
must always consider the benefit 
of  people. In the situation of  re-
cession it has become important 
to assess the value added and fea-
sibility of  the object subject to 
support. LEADER is a European 
Union support programme but 
decision on the use of  the sup-
port is made at local level enabling 
better control over the implemen-
tation of  activities and feedback 
from the implementers.   

As a result of  recession oth-
er aspects of  support have to be 
considered – the ability of  grant-
ing own financing and covering 
fixed costs. More attention should 
be paid to follow-up activities and 
assessment of  the use and run-
ning costs of  an investment after 

its completion. 
Changing of  values and re-

lated strategic principles can 
be painful, however, we cannot 
agree that the main objective of  
the European Union supports 
is the use of  money. It is rather 
supporting and developing ac-
tivities and objects which are 
promising in terms of  economic 
and social benefit to be gained 
over time.    

Our local action group Green 
Riverland Partnership is going to 
target more means at projects pro-
viding integrated solutions mean-
ing that an investment is accom-
panied by a solution enhancing 
the implementation of  the invest-
ment. 

The time of  „giants” is over 
and the time for supporting 
“reasonable” activities and in-
vestments has come.  

Development of entrepreneurship in 
rural areas will determine success 
of LEADER programme in a longer 
perspective 

Already in the Middle Ages 
it was believed that all possible 
jobs had been created. However, 
entrepreneurship is in constant 
development and new areas of  
activity are being introduced. 
LEADER programme is prone 
to the implementations of  inno-
vations and new approaches.
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It is important that action 
groups provide sufficient support 
for business activities in their ap-
plication rounds. It is the local de-
cision and choice of  priorities for 
the development of  local life. Bet-
ter living environment is created 
through social environment where-
as creation of  attractive jobs is of  
major importance. The activities 
supported at Green Riverland are 
within the range from mushroom 
production to rocket science, 
from compost production to meat 
production and processing, from 
the development of  a kitchen of  
a tourist business to the planning 
of  a recreational area. Support for 
the area of  entrepreneurship con-
tributes to 50% of  the support 
budget. Initiation of  innovative 
and smart things provides work 
and livelihood for local entrepre-
neurs, as well as creates jobs and 
an image of  an active rural area. 

Conclusion

The advice from Austrian co-
operation partners for our group 
was the following: “It takes you 
too much time to get off  the 
ground and then you’ll stop on 
the edge of  the cliff  instead of  
taking a big leap over the bar-
rier. Once you have got off  the 
ground you have to act. Once 
you have drafted your develop-
ment plans you must implement 
them.” I wish we had enough 
wisdom to make decisions we do 
not have to be ashamed of  in the 
coming decades.

“Do not forget that what hap-
pens to us outside depends on 
what we have got inside. Out-
side world is like forest – what is 
shouted into the forest, the for-
est echoes back...” (Oskar Loorits, 
acknowledged thinker and folklorist of  
the region of  Green Riverland)
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Idea of the network 
It is said that true beauty lies 

in simplicity and everything that 
is beautiful is simple. I would like 
to quote the words of  the former 
European commissioner for ag-
riculture who has summarized 
the idea of  the network in a very 
simple way: “Most of  us are only 
too well aware that a policy runs 
partly on money. But it also runs 
on good ideas and experience. 
Ideas have the advantage that, 
if  you share them around, their 
total value increases. They also 
tend to multiply. And experience 
helps us to grow ideas into suc-
cess stories.” Networking means, 
above all, creation of  connections 
between people, regions, projects 
and other levels, also, exchange 
and dissemination of  experience 
and knowledge, promotion of  co-
operation between different par-
ties and bringing together any les-
sons learned. Thereby networks 
contribute to preparing a seedbed 
for germination and growing of  
ideas.     

A little about history  

Lessons and experience hav-
ing trigged the creation of  rural 

Network for rural development – from an idea to success stories    

Marko Gorban, deputy head of the Rural Development Department 
of the Ministry of Agriculture 

networks come from Leader ap-
proach. The abbreviation (Liaison 
Entre Action de Developpement 
de l'Economie Rurale) is based on 
connections between different ac-
tivities of  rural development and 
networking has been one of  the 
main principles of  rural develop-
ment.  

What exactly is the Leader suc-
cess story about? Leader has been 
successful generator of  ideas, also, 
it is equally important that it has 
been an instrument for contribut-
ing to the implementation of  these 
ideas. Leader has brought together 
different sectors on regional level 
and guided them in focusing com-
mon ideas and activities on the 
realization of  the potential of  
the region and solving of  region-
specific problems. First and fore-
most, Leader approach has created 
a large communication network 
for exchanging expertise, learning 
from each other and perhaps ap-
plying good practice of  others on 
local level. It cannot be helped that 
such reasoning brings us to the re-
lations between Leader and inno-
vation, that in fact, is introduction 
of  something new having been 
practiced elsewhere in the relevant 
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context either a region, process or 
sector.  

As the above described posi-
tive experience was the reason 
for introducing Leader as indi-
vidual horizontal approach of  
rural development in the current 
programming period (2007-2013), 
positive values of  networking as a 
method were taken as the basis for 
setting up rural networks expect-
ing to achieve the same impact 
and expand it to rural policy as a 
whole. Thus, rural networks can 
conditionally be considered as the 
result of  the Leader success story.   

Networks as a part of Rural Devel-
opment Policy  

As a result, Rural Develop-
ment Policy has got a new look for 
the current programming period. 
Rural Development Policy in-
cludes common priorities agreed 
on the EU level, National Rural 
Development Programmes im-
plementing these priorities taking 
into consideration the local situa-
tion, also the bottom-up initiative 
approach ensuring that the best 
ideas generated at the local level 
contributing to these priorities 
will be implemented through local 
decision-making process thereby 
encouraging local initiative and 
improving local capacity.    

The role of  rural networks 
in this structure is to provide a 

platform for different parties for 
the exchange of  contacts, ideas 
and experience, as well as collect-
ing feedback making significant 
contribution to the improvement 
of  the efficiency of  Rural Devel-
opment Policy. As a result, the      
European Network for Rural 
Development and National Rural 
Networks have been introduced as 
a new element of  Rural Develop-
ment Policy. 

European Network for Rural 
Development 

The objectives of  the European 
Network for Rural Development 
(http://enrd.ec.europa.eu/) are to 
collect, analyse and disseminate 
information on rural development 
measures and practices, provide 
information on developments in 
rural areas; organise meetings and 
seminars for those actively partici-
pating in rural development, set 
up and run networks to facilitate 
exchange of  expertise, support 
implementation and evaluation of  
rural development policy, support 
the national networks and trans-
national cooperation initiatives on 
the EU level.

The work of  the European 
Network for Rural Development 
is coordinated by a Coordination 
Committee and a Leader 
Subcommittee where the managing 
authorities of  Rural Development 
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Programmes and National 
Rural Networks of  member 
states, also larger and more active 
representative organizations on 
the EU level are represented.  
The principal work in the Net-
work is carried out by means of  
thematic initiatives. Thematic 
Working Groups have been set 
up by the Coordination Com-
mittee with the aim of  target-
ing rural territorial specificities 
and needs, linkages between 
agriculture and the wider ru-
ral economy, public goods and 
public intervention and analys-
ing delivery mechanisms of  the 
EU Rural Development Poli-
cy. Within the framework of  
Leader Subcommittee Leader 
Focus Groups have been set 
up focusing on the implemen-
tation of  bottom-up approach, 
aspects of  innovation and tran-
snational cooperation. Topics 
of  Thematic Working Groups 
are agreed upon in the afore-
mentioned committees and 
within the framework of  these 
topics analyses are carried out 
and the knowledge gained from 
the analyses is disseminated. A 
Contact Point has been set up 
as a support structure provid-
ing the European Network for 
Rural Development with tech-
nical assistance. 

 

Estonian National Rural Network 

The goal of  the Esto-
nian National Rural Network              
(http://www.maainfo.ee/) is to 
add value to the implementation 
of  the Estonian Rural Develop-
ment Programme (RDP) and 
involve the beneficiaries of  the 
measure and other parties in-
terested in rural development in 
the implementation of  the pro-
gramme, facilitate the exchange 
of  relevant expertise between 
rural actors and provide support 
for the coordination of  the im-
plementation and evaluation of  
Rural Development Policy. 

Department of  the National 
Rural Network and Fisheries 
Groups Network of  the Rural 
Economy Research Centre is 
responsible for the implementa-
tion of  the tasks of  the Esto-
nian National Rural Network. 
Also, the Network Cooperation 
Chamber consisting of  differ-
ent organisations is a part of  
the structure of  the network. 
The Network Cooperation 
Chamber as an advisory body 
is participating in the develop-
ment of  guidelines of  the Rural 
Network and in preparing and 
implementation of  the action 
plan of  the Rural Network. In 
terms of  content the activities 
of  the National Rural Network 
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can be divided into dissemina-
tion of  information, organiza-
tion of  national and international 
events and provision of  support 
for cooperation. Above all, the 
Rural Network concentrates on 
the creation of  value added to the 
implementation of  RDP by means 
of  different surveys, organiza-
tion of  events and dissemination 
of  information through Weekly 
Newsletter.  The range of  topics 
covered by the network extends 
from Leader, CAP future, coop-
eration and rural entrepreneurship 
to young people. 

Conclusion
Development of  the European 

Network for Rural Development 
and National Rural Networks is 
related to the history of  rural de-
velopment and the development 
of  Leader approach therein. In or-
der to create a success story of  ru-
ral networks similar to Leader it is 
necessary to focus particularly on 
the development of  ideas. Look-
ing at the great and rewarding 
work carried out by our National 
Rural Network we can look ahead 
with trust.     
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The economic results of  the agricultural 
sector of  past years are characterized by 
extraordinarily rapid growth after ac-
cession of  Estonia to the EU in 2004, 
bringing a significant increase in the 
amount of  supports and growth of  sale 
prices. In 2005 the development was not 
that considerable any longer because of  
an increase in prices of  inputs (particu-
larly fuel and electricity prices). In 2006 
the indicators of  cost benefit decreased 
as the prices of  production inputs grew 
faster than the sale prices of  output.

The year 2007 was extraordinarily 
favourable in terms of  weather condi-
tions as well as the level of  sale prices. 
The following year 2008 witnessed 

4. Economic situation of agricultural sector 

sharp fall in the income of  agricultural 
producers because of  unfavourable 
weather conditions in the harvesting 
period and global economic crisis caus-
ing decrease in prices of  agricultural 
products (whereas the prices of  pro-
duction inputs continued to increase). 

In 2009 the economic crisis deepened 
and decrease in prices of  agricultural 
products reached 15% whereas the 
prices of  inputs fell slower (7.1%). After 
the increase in cost benefit within 2004-
2007 cost benefit of  agriculture has sig-
nificantly decreased over the past two 
years and the granted support volume 
has not been able to balance the eco-
nomic results.  

4.1. Productivity of agricultural production 

One possible indicator for the as-
sessment of  the efficiency of  agricul-
tural production is to use a coefficient 
in which the value of  total output, incl 
subsidies paid (except investment sub-
sidies), are divided with total expenses. 
The result over 1 shows that the income 
from production is bigger than the ex-
penses made for the production and the 
production may be profitable. Efficiency 

improves when the value of  total output 
increases and the amount of  expenses 
remains the same or the same output 
volume is achieved by smaller expenses. 
Improving production efficiency is the 
key factor for increasing the competi-
tiveness of  agricultural holdings.

Analysis of  the productivity of  agri-
cultural production from 2004 to 2009 
on the basis of  FADN data shows a 
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trend indicating that the value of  total 
output increased sharply in 2007 (25% 
compared to the previous year). Sharp 
increase in total expenses could be ob-
served the following year (2008), by 22% 
compared to the previous year. Major 
setback occurred in 2009 when the value 
of  total output fell to the level of  2006. 
In 2009 total expenses also decreased, 

however, the fall was not as sharp as 
the fall in the value of  total output. The 
amount of  support paid in that period 
increased steadily year by year, except 
in 2009 when the amount of  support 
decreased by 12% when compared to 
the previous year, thus, as a whole, the             
efficiency coefficient fell to the lowest level 
(1.05) in the period under consideration.   
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The efficiency coefficient was the highest 
in 2007 (1.30) when the conditions were 
extremely favourable, both in terms of  
weather and market situation as already 
mentioned before.

The situation is different by type of  
farming. In 2007 the conditions were 
very favourable for holdings of  field 
crops type of  farming, the efficiency co-
efficient increased to 1.59, at the same 
time, by 2009 the same indicator fell 
to 1.08. Without support the efficiency 
coefficient would have been below 1 in 
2008 and 2009.

The efficiency coefficient of  dairy 
producers has been more or less stable 
until the year 2009, when the indicator 
fell to the level of  1.01 which means, in 
fact, that the value of  total output and 
the support received, covered exactly the 
expenses of  production but nothing was 
left for the development of  production. 
Without support the relevant indicator 
of  dairy producers would have been be-
low 1 already since 2006 showing that 
allocation of  support to dairy producers 
is vital for the maintenance of  competi-
tiveness.  

It is characteristic to grazing livestock 
type of  farming that the value of  total 
output is much lower than total expenses 
and without support the efficiency        
coefficient will be far below 1 (eg 0.71 in 
2009), but the support paid to the pro-
ducers increased the representatives of  
this type of  farming to the highest level 
when compared to other types of  farm-

ing. In grazing livestock type of  farming 
there are a number of  organic producers 
(beef  animal and sheep producers) who 
are entitled to relatively more support 
when compared to regular producers.   

The holdings of  granivores type of  
farming receive less supports than hold-
ings of  other types of  farming, thus, the 
efficiency coefficient of  the holdings of  
granivores type of  farming is more or 
less on the same level with or without 
support being a little below 1 in 2007 
and 2008 and a little above 1 in the rest 
of  the years. It shows that the value of  
total output covers more or less the cost 
of  inputs and the holdings manage quite 
well in a good year (eg in years 2005 and 
2006 the efficiency coefficients were 
1.11 and 1.10, respectively).

Holdings of  mixed type of  farming 
had more options for the adjustment in the 
complicated situation which is reflected by 
the efficiency coefficient having remained 
stable on a relatively good level over the 
years (the highest in 2007 – 1.28). At the 
same time, without direct payments the 
indicator would have been below 1 in 
most of  the years.

When comparing the indicator with 
neighbouring countries the average indi-
cator of  all holdings in Estonia has been 
at the same level with the relevant indi-
cator in Latvia and Finland. However, 
the efficiency coefficient of  production 
of  Lithuanian agricultural holdings is 
significantly higher.  
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4.2. Farm Net Value Added 
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The second indicator used to char-
acterize the economic situation and 
competitiveness of  an agricultural hold-
ing is Farm Net Value Added per An-
nual Work Unit. Farm Net Value Added 
is calculated by adding balance current 
subsidies (except investment subsidies) 
and taxes on agricultural activities to 
Gross Farm Income and deducting spe-
cific costs and overheads and deprecia-
tion of  capital assets. Annual Work Unit 
is calculated as 2,200 working hours a 
year. 

This indicator also demonstrates 
that the year 2007 was special in terms 

of  economic results when over 207,000 
kroons of  Farm Net Value Added per 
Annual Work Unit was produced which 
is the highest result ever. In 2009 the in-
dicator dropped to the level of  the year 
2005 (127,000 kroons).

Comparison with neighbouring 
countries shows that for years this indi-
cator has been higher in Estonia than 
in Latvia and Lithuania, however, the 
level of  Finland is 2.3 times higher 
(363,000 in 2008). In Finland Farm 
Net Value Added per Annual Work 
Unit is significantly higher in all types 
of  farming. 
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5. Agriculture and environment

Almost one third of  the territory of    
Estonia is agricultural land – thus, agri-
cultural production clearly has an impact 
on the environment and a part of Estonian 
biodiversity is related to this habitat.  
Unfortunately, too intensive agricultural 
production may have negative impact 
on the quality of  groundwater and sur-
face water, as well as soil.  Protection 
of  areas outside agricultural landscape 
is not sufficient for the preservation of  
the biodiversity characteristic of  agricul-
tural landscape. Therefore, protection 
measures have to be taken and one of  
the objectives of  the agri-environmental 
support measure of  the Estonian Rural 
Development Plan is improvement of  
environmental conditions and preser-
vation and increasing of  biological and 
landscape diversity.

Water
Agricultural production is a com-

promise between satisfaction of  the 
need for food of  the population and 
sustainable management of  the en-
vironment.  It is evident that natural 
fertility of  soil is not adequate for the 
production of  products of  sufficient 
quantity and high quality, it is neces-
sary to use fertilizers, pesticides etc. 
Therefore, pressure on the status of  
the environment is increasing. In the 

past decade the use of  fertilizers has 
stabilized in Estonia, however, show-
ing a growing trend in the use of        
nitrogen fertilizers in 2008. The use of  
phosphorus fertilizers is quite modest 
remaining at the level of  5-10 kg/ha. 
According to the data of   EUROSTAT 
the amounts of  nitrogen, phosphorus 
and potassium used in Estonia are sig-
nificantly smaller when compared to 
other countries.   Also, use of  pesti-
cides is relatively modest (active sub-
stance 0.69 kg/ha).

Data on hydrological monitoring of  
rivers carried out within the framework 
of  National Monitoring Programme 
show increase in nitrate ione concentra-
tions in 2007 and 2008 (Figure 1). Nitrate 
concentrations increased from base level 
(1992-1994) to 5.84 mg/l – 8.54 mg/l by 
the year 2008. At the same time increase in 
nitrate concentrations could be observed 
in surface water as well as in groundwater 
in Nitrate Vulnerable Zones. 

Further research will show whether 
this change is related to increasing use 
of  nitrogen fertilizers or favourable con-
ditions for leaching of  plant nutrients. 
The results of  the monitoring of  the 
quality of  drainage water carried out by 
the Agricultural Research Centre refer 
to the latter option.  Figure 2 shows that 
nitrogen leaching of  monitoring fields 
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of  the agricultural hold-
ings having applied for 
environmentally friendly 
management support or 
single area payment, de-
creased in 2009. 

The maximum level of  
leaching of  plant nutrients 
can be observed in the pe-
riod of  late autumn and 
early winter and in spring 
when snow is melting. Of  
these two options leaching 
of  plant nutrients is more 
intensive in the former 
case as filtration can last 
from October to end of  
January when the weather 
conditions are favourable.  
Therefore, in autumn pe-
riod it is possible to reduce 
significantly the pressure 
of  agricultural produc-
tion on the environment 
by meeting the rules of  
good agricultural practice. 
It is important to apply 
winter vegetation reducing 
leaching of  plant nutrients 
in that period. However, the right use 
of  manure, particularly liquid manure 
is equally important. Leaching of  plant 
nutrients from liquid manure applied 
before ploughing in autumn is a warn-
ing example. Liquid pig manure of  the 
amount of  32 kgN/ha was spread on 
the field without winter plant cover be-
fore ploughing in autumn 2008.  Over 
half  of  this amount (17.6 kg/ha) leached 
within the period of  autumn to end of  
January when the ground froze.    

The results of  the monitoring of  the 

quality of  drainage water carried out by 
the ARC demonstrated that within the 
period of  September 2008 to September 
2009 nitrate concentrations in drainage 
water in most cases remained below the 
maximum level (50 mg/l). Ploughing 
in of  liquid manure in autumn caused 
increase in nitrate ione concentration 
above the maximum level in the period 
of  floods in late autumn and early winter 
as well as early spring. The phosphorus 
balance was negative or almost balanced 
in most fields, however, in most water 
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samples phosphorus concentration ex-
ceeded the value of  poor in terms of  
the status class of  the quality of  surface 
water bodies.  Leaching of  phosphorus 
in the monitoring period in the fields of  
EFM was 0.22…0.38 kg/ha which ex-
ceeds drainage from natural areas only 
to some extent.

Soil
In 2009 determination of  fertilizer 

consumption of  soils of  agricultural 
land continued and fertilizer consump-
tion maps for 66,200 ha of  land were 
compiled. General analysis of  fertiliz-
er consumption shows that ca 48% of  
our field soils contain potassium as-
similable by plants below the optimum 
level. The indicator for movable phos-
phorus is ca 21%. In the past 3-4 years 
the deficit of  P in soils has decreased 
to some extent, however the deficit of  
K has remained on the same level.  In 

order to create favourable nutrition 
environment for plants, in addition to 
right fertilizing according to fertilizer 
consumption it is necessary to create 
favourable conditions for the assimi-
lation of  nutrients. For that purpose 
favourable water and air regime has to 
be created by means of  soil prepara-
tion. At the same time soil preparation 
can cause negative changes such as soil 
compaction resulting in deterioration 
of  the nutrition conditions of  plants.

Compaction of field soil  
Soil of  high quality is a prerequi-

site for the production of  good yield, 
therefore, agricultural producers pay 
significant attention to the creation 
of  relevant soil properties. Technical 
progress has lead to an increase in the 
capacity and power of  agricultural ma-
chinery and consequently to increased 
compaction of  soil resulting in 
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degradation of  the health of  soil 
causing decline in yields. In order to 
explore relevant tendencies in Esto-
nia, researchers of  the Agricultural 
Research Centre and Estonian Uni-
versity of  Life Sciences cooperated 
in carrying out a survey in 2008-2009. 
Soil samples from 15 fields of  9 coun-
ties were collected and the status of  
fields in terms of  soil compaction was 
analysed. 

As a result of  the survey it was con-
cluded that bulk density of  the soils 
subject to the survey was mostly 1.45-
1.55 g/cm3 and bulk density of  soils in 
9 sites accounting for 60% of  the area 
was critical or pre-critical. The level of  
bulk density of  soil critical for plants 
(assimilation of  nutrients significantly 
impeded) was exceeded in three sites 
contributing to 20% of  the area of  sur-
vey. In addition to bulk density, poros-
ity of  soil is an important indicator of  
compaction of  soil, as well as general 
status of  soil. Porosity expresses soil’s 
structural condition. The soil pores 
contain mostly the soil air and water 
filling the space between soil particles.  
Bulk density of  soil in humus-rich soil 
is always in better condition than in 
nutrient poor soil.

High bulk density and low general 
porosity do not always mean unfa-
vourable conditions for plants be-
cause in case of  structural soil condi-
tions for plants are normal.  Aeration 
porosity index is used to identify the 
amount of  air-filled pores in soil. In 
most sites the index remained at the 
intermediate level, i.e 5-10%, however 
in 2 sites the result was above 10%, 
i.e good, and in 5 sites the result was 

below 5% referring to compaction of  
soil. Therefore, in terms of  aeration 
porosity 30% of  soils under survey 
were in bad condition.

When summarizing different soil 
compaction indicators it can be con-
cluded that the status of  field soils in 
terms of  bulk density is mostly in the 
range from average to bad.  What can be 
done to prevent soils from compaction? 

• Add enough organic matter into 
soil, humus generated from organic 
matter improves soil properties.  

• Prevent cultivation of  wet soil – 
soil saturated with water is more suscep-
tible to soil compaction than dry soil.  

• When cultivating damp soils the 
heavy machines should have double 
wheels to decrease pressure to soil.  

• Depth of  cultivation has to be 
changed from time to avoid compac-
tion of  the soil layer beneath cultiva-
tion.

• Soils are particularly susceptible to 
compression in pre-sowing period.  

Biodiversity

For the sake of  evaluation of  the 
implementation of  one of  the objec-
tives of  Estonian Rural Development 
Plan – preservation and increasing of  
biological diversity – data on bumble-
bees and field birds are annually col-
lected from 66 sites in Estonia. Data 
collection is coordinated by the Agri-
cultural Research Centre.  Counting 
transects are used for monitoring of  
birds and bumblebees, which, in the 
case of  birds, run along fields and, in 
the case of  bumblebees along the edges 
of  fields and fields with crops requiring 
pollination.
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Bumblebees in Estonian agricultural 
landscape 

In Estonia there are 22 different spe-
cies of  bumblebees of  which 10 species 
are more widely spread.   Bumblebees 
are important for agricultural producers 
as pollinators of  cultivated plants. A ma-
jor part of  our everyday food is received 
thanks to pollinators:  approximately a 
third of  the food consumed by people 
is directly or indirectly related to polli-
nators and 84% of  the plants cultivated 
in the EU require pollination by insects.  
Long-tongued bumblebees (Small Gar-
den Bumblebee, Great Yellow Bumble-
bee and Short-haired Bumblebee) are 
particularly important as they are able 
to pollinate cultivated plants which have 
long corolla tubes (eg red clover, field 
bean) whereas short-tongued honey 
bees are not capable of  doing it.

In the last decades decline in species 
richness and abundance of  pollinators, 
incl bumblebees can be observed where-
as long-tongued bumblebees with limit-
ed choice for food are most endangered.  
Intensification of  agriculture resulting 
in decline in habitats and food plants 
suitable for bumblebees is considered as 
one of  the reasons for the decrease in 
pollinators. 

Results of  bumblebee monitoring 
in agricultural landscape coordinated by 
the Agricultural Research Centre indi-
cate that species richness and abundance 
of  bumblebees decreased significantly 
within a radius of  500 m of  bumblebee 
monitoring transects alongside with in-
crease in the share of  arable land and 
the average size of  fields.    There can 
be several reasons for this. First, several 
species have very limited flight radius, 

eg in case of  Common Carder Bee and 
Red-tailed Bumblebee it is only ca 450 m.  
This can be a reason for the disappear-
ance of  bumblebee species of  shorter 
flight radius from large intensively cul-
tivated fields. Also, large homogeneous 
fields provide limited food resources 
and nesting and over-wintering habitats 
for bumblebees. The results of  monitor-
ing demonstrate that abundance, species 
richness as well as diversity depend sub-
stantially on blossom density. Therefore, 
it is very important to preserve strips 
of  species-rich flowering plants along 
field margins providing bumblebees 
with nectar and pollen throughout hon-
ey-gathering session as well as provide 
them with necessary nesting and over-
wintering habitats.

In addition, monitoring data was 
used to analyse whether and to what ex-
tent the use of  pesticides have an impact 
on bumblebees. It was concluded that 
the abundance of  bumblebees was con-
siderably lower in transects close to the 
fields where pesticides were used. Use 
of  pesticides evidently has direct impact 
on the abundance of  bumblebees either 
because of  the repellent effect or disap-
pearance of  food-plant species. 

Environmentally friendly manage-
ment methods have been initiated to 
mitigate the negative impacts of  agricul-
tural practices. Results of  the bumblebee 
monitoring have demonstrated that in 
2006-2008 the diversity of  bumblebees in 
agricultural holdings having been granted 
support for organic farming and envi-
ronmentally friendly management of  the  
Rural Development Plan was notably high-
er than in holdings not having joined 
the agri-environmental support scheme.  
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Thus, environmentally friendly manage-
ment has positive impact particularly 
on the diversity of  bumblebees indicat-
ing higher homogeneity of  bumblebee 
populations that will probably be shown 
in the long run.  

Birds in Estonian agricultural landscape 
There are approximately 122 species 

of  field birds in Estonia. About 10% of  
these birds are feeding and nesting only 
on agricultural land (eg Corn Crake, Sky 
Lark). Most of  them are so-called mar-
gin species with habitats on the edges of  
ditches, on strips of  perennial grass plants 
of  field margins or in forest edges where 
they build their nests, eg Yellowhammer, 
Common Whitethroat. These margin 
bird species are feeding in agricultural 
land.  Also, field birds are birds not nest-
ing in Estonia but using our landscape 
as an extremely important stopover site 
for feeding and resting in the course of  
spring migration for almost two months 
(eg Bean Goose, Greater White-fronted 
Goose, Barnacle Goose).  Estonian na-
tional bird can also be considered as a 
field bird – the Barn Swallow is nesting 
in yards, however, it prefers catching in-
sects above fields. According to the re-
sults of  bird monitoring carried out in 
agricultural landscape in the period of  
2005-2009 by the ARC, over 70 nesting 
bird species were registered in selected 
monitoring sites. On the basis of  the 
bird monitoring results it may be con-
cluded that the most abundant species in 
Estonian agricultural landscape are Sky 
Lark, Whinchat, Meadow Pipit, Northern 
Lapwing, Yellowhammer, Common 
Whitethroat.

Field birds are crop pest predators, 

hence the importance of  field birds 
for agricultural producers. Most of  the 
birds having their habitat on agricul-
tural land feed mostly on insects during 
nesting. Outside the nesting season field 
birds like to feed on the seeds of  differ-
ent weeds. In addition to the aforemen-
tioned aspects, the birds of  open land-
scape have significant aesthetical value 
that can be considered as public benefit 
(eg bird singing in late spring; flight dis-
play of  Northern Lapwing in spring etc). 
Unfortunately the abundance of  a 
number of  field bird species has been con-
siderably decreased since 1970 (49% in 
Europe) and therefore, much more at-
tention has to be paid to the protection 
of  field birds. 

Results of  the monitoring indicate a 
modest increasing trend concerning the 
abundance of  most widely spread field 
birds (Sky Lark and Northern Lapwing) 
in the period of  2006-2009. The abun-
dance of  bird species of  European 
conservation value such as Red-backed 
Shrike and Ortolan Bunting has clearly 
decreased. Therefore, these species re-
quire more attention and more efficient 
protection. The reasons for the decline 
in abundance are intensive production, 
decrease in objects of  food (as a result 
of  the use of  pesticides) and disappear-
ance of  suitable habitats or the combi-
nation of  the aforementioned factors.  
Special measures have to be developed 
for the protection of  these species to 
avoid the extinction of  the populations 
whose habitats are in Estonia.

Monitoring of  field birds in   
2006-2009 coordinated by ARC con-
centrated on the comparison of  the 
number of  nesting bird species, number 
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of  individuals of  nesting birds (popu-
lation density) and diversity of  birds 
(Shannon's diversity index taking into 
consideration the number of  species 
and individuals) with different supports 
granted for agricultural holdings within 
the framework of  the Rural Develop-
ment Plan. In most cases the bird indica-
tors in holdings having granted different 
supports were quite similar. However, in 
holdings having been granted support 
for organic farming the bird indica-
tors were in several cases statistically 
considerably higher than in holdings 
specialized in environmentally friendly 

production and in agricultural hold-
ings not participating in the agri-envi-
ronmental support scheme. In general, 
it can be said that organic farming has 
had positive impact on bird popula-
tions.

The agri-environmental support 
scheme has clearly indirect impact 
on birds and biodiversity in general. 
Without agricultural support a consid-
erable amount of  habitats necessary 
for field birds could remain fallow and 
become afforested causing irreversible 
disappearance of  habitats of  Estonian 
field birds.  
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Estonian agricultural and rural advisory system 

Thea Kaurla, 
member of Board, Rural Development Foundation

Background
Advice has been provided 

in reindependent Estonia for 
20 years. Different organisa-
tions such as Estonian Farmers’ 
Federation, Jäneda Training and 
Advisory Centre, Estonian 
Chamber of  Agriculture and 
Commerce (ECAC) have been re-
sponsible for the coordination of  
advisory activities.  

A working group for revising 
the advisory system was set up 
by the decree of  the Minister of  
Agriculture in 2009. The working 
group included representatives 
of  farmers, agricultural produc-
ers, advisers, ECAC and other 
organisations requiring advisory 
services. The task of  the working 
group was to analyse the situa-
tion and possibilities of  the advi-
sory system and make proposals 
to the Minister of  Agriculture on 
better functioning of  the system, 
defining the development plan of  
Estonian agricultural and rural ad-
visory system and amendments to 
legal acts and financing schemes.    

The working group defined 
the national goals and objectives 

of  the advisory system.   
National goals are the following: 
1) improvement of  competitive-
ness and sustainability of  agricul-
tural and rural economy sector;
2) meeting the obligations of  the 
state;
3) strengthening of  the advisory 
system and increasing the share of  
market-based advice. 

Participation of  the state in 
the advisory system is undergo-
ing a change from financing the 
upkeeping of  the structure of  ad-
visory service to ordering services 
important for the state. These are 
the priorities defined by the state 
to be taken into consideration by 
future common advisory organisa-
tion in planning its activities.   

Current situation

Today there are 15 recog-
nized advisory centres in Estonia 
of  which 7 are independent legal 
persons and 8 are governed by 
producers or farmers unions. Un-
fortunately development of  ad-
visory service has not been paid 
enough attention to as it is consid-
ered more important to represent 
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members in terms of  economic 
policy that is quite understand-
able. However, this can be an ob-
stacle in the development of  com-
mon advisory organisation.

As at 1 July there were 215 
advisors holding professional 
certificates (financial economics 
51, livestock production 24, crop 
production 26, other areas of  
rural economy 25, forestry 89). 
Advisors are self-employed, thus, 
there are approximately 126 en-
trepreneurs on the advisory mar-
ket, leaving out forestry advisors 
whose activities are coordinated 
and financed by the Foundation 
Private Forestry Centre. The profit 
earned by these entrepreneurs (eg 
accountancy service) cannot be 
used for the development of  the 
organisation. At the same time, 
the advisors use trainings, devel-
opment supports etc financed by 
the state.   

As it can be seen from the fig-
ures above, there are total of  141 
entrepreneurs providing advisory 
services on our agricultural and 
rural economy market. The state 
has allocated 8.5 million kroons 
(2010) for financing of  dissemi-
nation of  information required by 
the state and for the development 
of  advisory service. The money 
is spent on dissemination of  in-
formation (compliance require-
ments and occupational health 

and safety), improvement of  
availability of  advice (an advisory 
service centre should be working 
30 hours a week and advice has 
to be provided by a competent 
person), provision of  up to two 
hours’ free advice for the produc-
er, basic payments and training of  
advisors and administrative costs 
of  the coordinating centre.   

Rural Development Foundation - 
coordinator of advisory service  

Rural Development Founda-
tion (RDF) has been coordinating 
Estonian agricultural and rural 
advisory system since 2010.

The work of  the RDF is based 
on the goal of  the advisory sys-
tem:  to ensure availability of  ad-
vice for every rural entrepreneur 
and contribute to increasing cost 
efficiency and quality of  work of  
the entrepreneur. The goal can be 
achieved by a common advisory 
organisation. 

Advantages of  independent 
common advisory organisation: 
full service package (account-
ancy, financial advice, advice on 
crop and livestock production 
etc), common database, provision 
of  services quickly and of  better 
quality, insurance of  responsibil-
ity of  advisors (in a large organi-
sation it is possible to provide 
insurance, however, activities of  
a self-employed person cannot 
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be insured), common market-
ing, sustainability, eg more than 
one person have access to infor-
mation, provision of  advice will 
not depend on the condition of  
health of  the self-employed advi-
sor etc.      

At the beginning of  this year 
the RDF set up a working group 
for drafting a development plan 
for Estonian agricultural and ru-
ral advisory system. The working 
group involved representatives of  
Estonian Farmers’ Federation, 
Central Union of  Estonian Farmers, 
Animal Breeders Association 
of  Estonia, advisory centres, 
Ministry of  Agriculture, Foundation 
Private Forest Centre, Agricultural 
Research Centre and Rural 
Development Foundation. By the 
beginning of  October the working 
group had had four meetings.   

The aim of  convening the 
working group is to draft a devel-
opment plan for Estonian agri-
cultural and rural advisory service 
and develop a model of  advisory 
organization. 

At the meetings of  the work-
ing group:

• producer organisations ex-
pressed their expectations for the 
advisory organisation; the work-
ing group got an overview of  the 
advisory service provided by the 
Foundation Private Forest Centre 
and Animal Breeders Association 

of  Estonia and their expectations 
for the advisory organisation, the 
current situation and the future of  
the advisory system;    

• members of  the working 
group (incl producer organisa-
tions) carried out joint analysis of  
the advisory system elaborating 
the strengths, weaknesses, possi-
bilities and threats of  the system;  

• the members discussed a 
possible model of  the advisory 
organisation to be set up. Repre-
sentatives of  the Farmers’ Federa-
tion and producers’ organisations 
were of  common opinion that the 
advisory organisation should be-
long to producers’ unions;

• the group drafted activities 
and a budget of  the advisory serv-
ice for the year 2011.

The draft development plan 
includes description of  the mis-
sion, vision and objectives of  Es-
tonian agricultural and rural advi-
sory system.

MISSION – development 
of  sustainable (socially responsi-
ble, environmentally friendly and 
competitive) agriculture and rural 
economy in Estonia by means of  
advisory service.  

VISION – the advisory sys-
tem is a reliable partner for entre-
preneurs in the development of  
agriculture and rural economy.  
Objectives:
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1) increasing cost-efficiency of  
agricultural producers by means 
of  good quality advice;
2) increasing the number of  
entrepreneurs, preservation of  
workplaces and creation of  new 
workplaces;
3) contributing to skilful imple-
mentation of  agricultural policy 
measures and decreasing the costs 
of  proceedings of  applications 
for support;
4) development of  cooperation;
5) provision of  agricultural pro-
ducers with advice on compliance 
requirements and health and oc-
cupational safety;

6) provision of  agricultural produc-
ers with advice of  good quality.

We have drawn up a draft com-
mon code of  conduct for the devel-
opment of  a common organisation. 
The draft will be introduced and dis-
cussed at the meetings of  producers’ 
organisations.

Rural Development Foundation 
continues cooperation with all inter-
ested parties in the improvement of  
Estonian agricultural and rural advi-
sory service, setting up common ad-
visory organisation and drafting the 
development plan.  
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