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List of acronyms

General

CRn Concentration ratio

DCP DomesticSvisyconsumer price
DPP DomesticSvisproduceprice
DWP DomesticSvisywholesale price

FG / Freigaben

Import quota reledsea certain, limited period of time (Freigabe = release)

FOAG

Swiss Federal Office for Agriculture

GIP General import permit

HH Herfindaklirschmaimdex

ICP Foreign consumer price

IPP Foreign producer price

IWP Foreign wholesale price

KIC FOAGO6s software for tariff rate quot i
PoNMP Prolongation of roanaged period

TRQs Tariff Rate Quot@slume, in and out of quota duty)

TRQ administratio

Timing of TRQ releases over time, dotericRQ share allocation (also called
administration method), rules for transfer of licences

VPT

Vertical price transmission

Meat products

Beef

HQB AHIi gh Qual it yparBottheftariff ratesquatal né Bt issthte prodpict grg
12 of regime G&;cordingpF OAG6s i nter nal classificsag

Pistolas APi stolas (hindguarters wit hpartafthd thriff n
guota no. 0%n KIC it is the product group 13 of regiraecéBjingfo F OA Gd s
classification)

MFP iMeat of c o wartofthe tarifiratecquotasia 05nim KIC itis the produg
ofregime68,c cor di ng to FOAG6s internal cl i

CFP i Car c as scarsassasrofdcowsra | @ r opare of tha tariff rate quota no. 05, in
is the product group 18 of regime®@8ding® OAG6s i nternal ¢l

Other beef Ot her prepar at i onn®impaitquotasedieasetbrdahesproduals
which are however relevant for the evalnaith if is the product group 45 of regi
accordnpF OAG6és internal classification)

Pork

HCS fi H-eafcssesofswing whose i mports are admi (part
of the tariff rate quota no. 06, in KIC it is the product group 61 efcaguiveytB, O A
internal classification)

MoS i Meat :odimppriwguotas are allocated for these products, which are howey,

put the evaluation in the proper cmtX€ it is the product group 62 of regime 68, &
toF OAGO6s internal classification)

Potatoes and vegetable products

Table potatoes, ot

Fresh potatoes other than potatoes for seeding or processing (in KIC it is the pro
72, according to FOAGbds internal cl ajg
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Potatoes and vegetable products

Round tomatoes

Tomatoes other than Cherry and San Marzano tomatoes, fubirelading t o m4g
tomatoes, which were covered by separate allocations of import quotas through {
release system up to 2006 (in KIC it
internal classification)

Apples Tabé apples without apples for juice and cider (in KIC it is the product 91 of regim
to FOAGO6s internal classification)
Strawberries Strawberriesithout wood strawberries and those for processing (in KIC it is the p

regime 13,acor di ng to FOAGO6s internal <cl as:j
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0 Executive summary
0.1 Introduction

The present study is the first comprehensive evaluation of the Swiss Tariff Rate Quotas (TRQs), the key instrument f
protectionfthe agricultural sectdwitzerland. The introduction of the TRQs was a consequence of the WTO Uruguay rounc
in the previous period imports of agricultural products were quantitatively restricted by quotas. The international ol
requested to implement a minhadianmarket access per product group and the possibility of importing unlimited quantities
higher owtfquota tariff. The system is currently based on 28 TRQs for imports of livestock, animal and vegetable produc
are administered in differanners (auctioning; requirements on domestic purchases; historicatomeriisstensted).

The study focuses on the ass éfrseiected products. The &llowsing prodeiatsthave e |
then been chosen forahaluation on the basis of their economic relevance, the data availability and their representativent
the TRQ administration methods:

w Meat beef; pork;
w Vegetable productpotatoes; tomatoes; apples; strawberries.

The study has assessed the efficdcgfficiency of the policy with reference to the following technical objectives set out in
intervention 10gi¢) to support domestic agricultural production by limiting imports to maintain a price differential betwe
domestic prices and therimational onesitido contri bute to agricultural produce
ensuring stable conditions for agricultural production and iv) to allow an adequate provision of domestic markets.

0.2 The TRQ system in Switzerland

Forbeef Switzerland has a-safficiency ratio of more than 80%, with seasonal vagabtmgnports are mainly prime cuts

or fresh and chilled carcasses and occur within the TRQ n.05 which is further subdivideeirtizas;atieussuth
product category for the pr es e nittogetherunthyediblesdffad tiet shbeata me a t
category 05.71. The TRQ is opened by the Swiss Federal Office for Agriculture (FOAG) at the request of Proviand
association including producers, processors, traders, distributors and importers), according to market nasdgerdntil 2004, g
distributed according to domestic purchases of meat; from 2005 to 2007, a transition of the system towatedstaaktioning of
place, with 33% of the quota auctioned in 2005, 66% in 2006 and 90% starting from 2007. The 10% share of quota c
according to public market purchases was maintained. Due to a decision of the Federal Parliament, in gé@i&lthiis reform w
withdrawn.

Forpork domestic production nearly covers the totality of the market nesdficibecgelftio is over 90%. Import quota
releases occur rarely and are limitedctahalic asses, t o bett er errméameérpart bfé¢he valnedchaint r y
domestically. These releases, opened by FOAG at the request of Proviande, mainly serve to stabilize dorsestsc supply anc
this global TRQ (n. 06) is shared with poultry meat, there is no diffleediydafotfstiyoy poultry imports). The TRQ is
subdivided intosghu ot as, the relevant one f oquotatcategay 06.41u Himilarly ® tha g
case of beef, the only significant dhanegent yeahnss concerned thgstem of quota allocation. Up to 2004, import quotas for
pork were distributed according to domestic purchases (slaughters). Starting from 2005, a transition of tBe system to
allocation of import quotas via auctioning took place: the tdthi®y alactioning was set at 33% in 2005 and increased up to
66% in 2006. Since 2007, the quotasdardafes are fully auctioned.

The seasonal nature of domestic productibofl vegetablesvered by the study (potatoes, tomatoessapplbsyries)

has implications on the rationale of the related policy measures, which are basically aimed at managing imf@orts in the mc
domestic production is placed on the market, and at allowing adequate supply when domestic fabldu(ttics) atsanavai
includes stock depletion in the case of potatoes and apples, which are storable products). The methods and timing
administration are hence tailored to the duration of the domestic production period and to the sfoeagh posdilgtities o

For fresh vegetables and fruits, there is a distinction between a so called managed pedod angl @ don gpleasei o d (|
systemo) . During the peri od wh eofquatahtaiffis appiedraihéraports bccumat pr o d
the low Hyuota rate.

Imports gfotatoesare needed when the Swiss harvest is late or when quality isn't good enough. Usually, the stocks last u
beginning of the subsequent campaign, and therefore only early pottmesiamnndsipyears. Only table potatoes are of

1The term efficacy refers to whether the policy measure hiss obgatiees, while the term efficiency refers to the size and distribution of the costs
and benefits while reaching these objectives.

2 The intervention logic is defined as a set of hypothetical causal relations that describe how a poéojfionpéswepéoted to attain its
objectives.




/
2y =Y » Research |
l ( &Consulting
, s in Economics

Policy evaluation of Tariff Rate Quotas

interest for this study; no varieties or types are distinguished; the only differentiation is with respeetthe packsgang: whil
tariff is the same, for-afgfuota imports potatoes in bulk, saaksen containers have a different tariff number than other
packaging. Potatoes and potato products are imported under TRQ n.14, which is furthequiiwéadedimte 2009 the

guota has been opened for the period from January to Mayubthlisioaads are opened according to market needs. For this
purpose, the FOAG releases additional shares on request of the umbrell§wigsyatation

Tomatoesar e i mported under TRQ n. 15 and # centstudy. Ftom @cobsy Zls 0 i
to April 30 tomatoes can be imported at-thmia tariff: thereisneodgtu ot a tari ff applied (the
managed period lasts from May Qctober 20For round tomatoes, the periodcim thvbi TRQ is effectively administered is
shorter, and lasts from Jarte $eptember®B®During the managed period, the quota can be opened biweekly at the request
any importer, if the umbrella organization agrees and makes a requesthe tloduR@A@leased is sufficiently high to make
sure that the requested quantities can be imported. The quota shares are distributed according to the meaiketsshares of th
year, which include domestic purchases as well as imports.

Forapples Switerland has a large domestic supply, with surpluses on the domestic demand. Nevertheless, there are impol
due to seasonal variations and quality reasons, as well as to ensure availability of various apples varietiaskeh the domes
As a conspience, the regulation of imports via TRQs is baseglumsa tystem, as for other fresh fruit and vegetables. The
Afout of season periodod, when the TRQ for aptpluyd)lis not
canbe extended in case of important shortages in stored apptesfraguenilywvhen the start of the Swiss harvest is later

than the I%of July: in that case, the FOAG usually prolongsmtiieaged period and does not distribute import dclotas, wh
means that all imports can be made atjtimainariff. Apples are imported under TRQ n. 17, and there is a tariff distinctic
between open packing and other packings. Quotas are allocated with respect to purchases during the pgevious year,
domestic production as well as imports; however, as imported quantities are much smaller than domestictiproduction, the
mainly depends on domestic purchases.

The production period of most dostestiberriess only three and a half momigs(fom May & August 3% this is the

period when their TRQ (n. 19) is managed. Outside this period, imgqutdaataht are not limited. Within the managed
period, the regulation is is designed thenig@especific needs. Quopeenings can take place twice a week, and the decisions
are based on consumption data of the previous year and current information on production. Similarly tchapthes, time slots
managed period may be defined where importsgabthetaniéfre not limited (prolongations ehaoaged period). During

the managed period, the quota can be opened biweekly at the request of importers, if the umbrella organieaten agrees ar
demand to the FOAG. The opened volume can be higher theedetidd isupply the market, to make sure that the requested
guantities can be imported.

For products covered by the evaluation, TRQs are usually filled or even overfilled (that is, additional éhgtdhs ere authorize
guota duty, in excess tajthea notified at the WTO).

0.3 Summary of study methodology

Study methodology was based oguauttitative and qualitative approaches

Quantitative analysis and econometric metaoelsised within the limits given by the availability of suitaléé datase
empirical assessment of the influence of TRQs on a number of aspects which are especially relevant for providing an
evaluation questions 1.1, 1.2, 2.1, 2.2, 2.3 and 3.1 (for a complete list of evaluation questions see boxes at § 0.4).

Quantitative analyses for the purposes of the assessment have been carried out on a series of aspects. Tee most impo
are:

Definition of sets of criteria, indicators and (where applicable) benchmarks for the purposes of quantitative analysi
Praessing of raw data to obtain datasets which are suitable for the application of the foreseen methodology.
lllustration of the evolution of relevant variables / indicators over the period considered for theZissBssment (200
through series of graghiepresentations.

4. Preliminary appraisal through visual inspection of graphical representations.

5. Analysis of the statistical properties of the relevant time series through a battery of econometric tests aimed at d
the presence and nature ofcautelation; presence of unit rootstatimmarity); presence of ARCH effects (indicating
variation in price volatility); presence of seasonality; presence of structural breaks.

wnN e

3 An umbrella organisation is arbimtea nch or gani sati on which includes all/l the partic
objective is usually to provide a means af diedague between actors in the supply chain and in promoting best practices and market transparency

8
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6. Wherever the features of the available datasets allow their applicagtit estimations are performed in order to
assess the influence of policy variables with respect to supply/demand variables, to the relationships between the
and the domestic prices and between prices along the supply chain. Ttine idolaéstiomarket is assessed by
looking for a lengn relationship linking the external and the domestic prisestiraugbregressVAR) models
(in the levels or in the first differences). These relationships are estimated byiegptioltty inatiables in the
model, either as exogenous or endogenous regressors.

In the study methodology, quantitative descriptive analysis and econometriccametieceraed byualitative
approachesQualitative approaches are used as a ewtigation tool to analyse theoretical background of the study, as a
Abackup assessment met hodo, when it emerges that some
econometric methods or in order to add depth and detpibmditdtive explanation of the observed phenomena. The most
important aspects where qualitative analysis was performed are:

1. Study of the intervention logic of TRQs and of the related administration systems.
2. Theoretical analysis of the functinagignisms of TRQs.
3. Study of the supply chain and in particular of its structure, its organisation and its functioning mechanisms.

Qualitative analyses have been based on different approaches (system approach, critical factor analys{gleskd data soul
research, literature review and interviews to knowledgeable subjects).

0.4 Conclusions

Generally speaking, the results of the analysis carried out to answer the specific evaluation questionsétiethitdgd below) in
whereasome of the policy olggves of TRQs are reached and therefore the policy can be considered partly effective, it is
clearly inefficientin addition tbe volume of the TR@md theheight of the owbf-quota duty alsoTRQ administration

methods have an important role in teispectHowever, some relevant elements for a thorough evaluation of the system wer
found to be missing (for instance, théaekiofdatan actual Swiss producer prices for fruit and vegetable products).

Conclusions on the efficacy of existsgsyiem

Preliminary questions
Q.1.1 What is the impact of TRQs on imports, production and consumption?

Q.1.2 What is the impact of TRQs on import and domestic prices at the various stages of the food chain?

Questions on efficacy

Q. 2.1 What is tbentribution to existing price differentials between domestic and world prices? Is this differe
outofquota tariff?

Q. 2.2 What is the contribution to stable domestic prices?
Q. 2.3 What is the contribution to allow an adequat®pdovisstic markets?

The replies to preliminary question 1.1 highlighte@ twad TRQ administration have an evident impact on imports of all

the six products covered by the assessrmsamte the oofquota duties are usually extremely high and the volume of imports
strongly depends on the releases of import quotas. Quotas are released only when the domestic productiords not sufficie
domestic demand and this is considterthavintention of the legislator to complement domestic supply with imports whe
necessary. As for the impacts of TRQ administration on domestic production and demand, the asgdssnmnet hoeind that
TRQ administration which is carefully taddo adapt to the conditions and the dynamics of production and deseand

phase system to take into account seasonality of production for fruit and vegetables, less quota releaseal wherever a
oversupply is detected, careful definitionirafnpeahd volume of the quota releases for meat in order to ease the domesti
market without putting pressure on pricastle¢ér.jhan TRQ administration having an impact on domestic production and
consumption

The replies to preliminary questioieté@edmpacts of TRQ and TRQ administration on domestic prices for most of the
products covered by the assessmihé only exceptions being potatoes and apples because of the very limited importance
imports for these products with respect tocdmmoésttion), allowing higher prices with respect to foreign markets. Impacts o
prices wengsually found to be in general consistent with those which would be expected in the light of the policy rationale
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However, while the policy rationale is centrigthedomestic produceprices (with special attention to the period in which
seasonal produédtsomatoes, strawberri@se placed on the market), the analysis showed higher prices at all the levels of
supply chain, apdpecially at wholesal@d retail stagesFormeat quota releases are typically made when high domestic
consumer prices signal a tight situation on the domestic market (low supply with respect to domestic demand), in
complement domestic supply with imports. Andnteseftis that, contrary to what would be exdentabte; prices at all

levels remain high during periods of quota releasedirming that the release of import quotas is carefully managed in a way
to ensure that there is no pressure on dpneesticPotatoes are imported in general from January to May, when the TRQ
open. For fruit and vegetable products, following the seasonal character of TRQ administration, consumeingrices are hig
the managed period; in this case the anaigsigvsr limited by the availability of only reference prices at wholesale anc
producer leveldsymmetric vertical price transmissisuggesting the presence of imbalances in bargaining power to the
advantage of downstream stages of the supply abepecaily of retailing, was detected in the supply chains of beef and pork
This implies that high consumer prices obtained by TRQ

As for efficacy proper, the replies to questidrig@hteaighe presencsigiificant to substantial price differentials between

the domestic prices and tfareignprices at most/all stages of the supply chain for all the six products covered by the
assessmentfor fruit and vegetable products, since most of the price series are only available during the campaign, it was
to monitor this gap only in the managed period). The assessment of price differentialsfqgatastatfiésquased some
important challenges, and suffered from a number of limitations in the available evidence base (in particidagttne features
of the available price series). This notwithstanding, additional elements emerging from replies to othervaadiytigeestions (ak
limited/negligible extent edfuota imports for all the six products studied, which indicated that the TRQ system did not allc
satisfy the increase in domestic demand-ofiquots imports) allowed to conclude with reasondbleedhfprice
differentials between domestic dockignprices are usually lower than the-okguota tariff.

The elements emerged from the replies to question 2.2catimgitsnan suggested thalT R@s and their administration

have probablgontributed to the greater stability of domestic price&dwisforeignprices which wadetected for all the

six products at nearly all the stages of the supply ¢tie@nonly significant exceptions being consumer prices of beef and
strawberries); @again, for fruit and vegetable products this analysis is severely limited by the fact that only indicative pri
available for the wholesale and producer stages of the domestic supply chain.

Finally, question 2.3 investigated the contributiofR@fstlzead TRQ administration in allonadgcarate provision of
domestic markets rather complex concept which was defined as a combination of:

the absence of product shortages (which would be signalled by a lower frequency of pricergbtkes iim Sxit¢radh
markets);

a balanced origin composition of imports (which should better guarantee supply security than an extremely polari
relying on a single dominant country);

the absence of conditions (i.e. underutilised import quatyg vesgpeat the same time important transfers of the same
occur among operators, significant volumestgfoatt a i mpor t s by o per aguabaringportt h at
trade) which could suggest the occurrence of market rationeg by import

Also in this case, the assessment posed some challenges, and suffered from limitations deriving mainly leagttihe features
of the available price series. The key conclusions can be summed up in as follows:

1 No elements emerged which couldivoeadly suggest the occurrence of shortages for the six products covered in th
assessment.

1 The products showing a highly polarised origin composition of-daupaitsébalf swine and, to a lesser extent, potatoes
and strawberries) were founé io b situation of oversupply (pork), or saeriticabmole of imports in supplying the
domestic market (potatoes), or did not show any other elements suggesting potential threats in terms of supply
(strawberries).

1 Thethreat of market ratiing by the leading importensith consequent risk ofoptimal provision of the domestic
market, wadetected for potatoes and (especially) for tomatdtmugh it might potentially concern all products, since
import quota releases (in terms ofdlothe and timing) are decided by market operators to avoid negative impacts c
domestic prices.

Summary of conclusions on efficacy
The main conclusions on the efficacy of TRQs can be sketched as follows:

1. Concerning the support of domestic produdicalytie shows that imports are only allowed when domestic production is
not sufficient to cover domestic demand, consistent with the intention of the legislator. Both TRQs (dtiefto the height
guota duty) and TRQ administration (timing andyfrefjguota releases) have an evident impact on imports of all the six
products covered by the assessment. In this respect, it is more the TRQ administration which is preciselyeailored to ac

10
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conditions and the dynamics of production and deimemthan TRQ administration having an impact on domestic
production and consumption.

2. TRQs helped keeping domestic prices higher than foreign ones at all the levels of the supply chain. TRQ administr:
contributed to allow higher prices gvenrini ods of quota rel eases. 4Howeseee cont

a. While the policy rationale is centred ordbigkstic produgeices, the analysis showed higher prices at all the levels
of the supply chain, especially &tholesale and retail stages

b. Asymmetric vertical price transmission in the beef and pork market suggests the presence of imbalances in ba
power to the advantage of the downstream stages of the supply chain, so that increases in comslymer prices
partially transmitted to the producersdé prices.

c. Price differentials between domesfareiggprices at all the stages of the supply chains are usually lower than the out
ofquota tariff (no arbitrage througtiquudta imports is basically Ipie}si

d. For fruit and vegetable products, the analysis is however limited by the availability of reference prices only.

3. On price stability, TRQs and their administration have probably contributed to the greater stability cBatsnestic prices
foreigrprices, for all the six products at nearly all the stages of the supply chain. Also here, for fruit and »egetable prod
analysis is however limited by the availability of reference prices only.

4. On providing an adequate provision to domestg¢ attzltato elements suggest the occurrence of shortages for the six
products, the threat of market rationing by leading importexsfinitd putvision of the domestic market) is concrete
especially for potatoes and tomatoes, but might pgotesgiallsll products.

Questions on efficiency

Q. 3.1 Which costs and benefits result for the various actors involved (economic welfare of producers, in
distributors, retailers, consumers, government), taking into accounthheactistits of world and domestic m
In particular, what can be said about the impact on farmers vs the impact on the downstream industry? W
how are they distributed?

Q. 3.2 Which is the impact of TRQs and of theiratidministhod on the structure of imports (effect on the
volume composition of shipments, structure of importers)?

Q. 3.3 Does the Swiss market structure (not perfect competition) influence the distribution of costs, benefits

Q. 3.4 Whas ithe impact of TRQs on the development of the market structure of the food chain / on the
production? Do they promote the formaticoonfipetitive market structures? To which extent?

The assessment in relation to questi#®dd that there is a rent associated with TRQs, since domestic prices are kept higl
than foreign ones by border protection. A series of limitations prevented from the quantification of réving thitahsurplus del
TRQs. Different studies arddeartiave provided general indications on the order of magnitude of the Pegstithat€dECD

the gain of producer surplus in approximately CHF 1.01 billidue wehiddficiency losses associated to border protection
measures the total cost fBwiss consumers is estimated around CHF 1.7 billion. The Swisséprioeidesraioindication

of the extreost for Swiss consumers as between CHF 2 andi\8duitliiomg to the present stbhdydownstream sectods

and the retail stage particulard have had an advantage over producers in capturing the rent created through the TRQs
and their administration for most of the products covered by the asses&meenan be concluded for a number of reasons:
different dynamics of domestis@ithe two extremes of the supply chain (producer: flat / consumer: increasing); asymmetri
price transmission (for meat); dominance of the leading retailers and limited importance of independetit @perators; fairly s
of importers and nodarcers active in import trading. A possible exception to this emerged for potatoes (where, even in a
dominated by the two leading retailers, producers might hold a relatively bigger share in import tradingpénotbenparison witl
products) anfibr beef and pork (where the introduction of arbasedlidmport quota allocation has allowed the Swiss
government to capture a part of the rent generated by the administrationSefiskecdiR@)ners were found to be
negatively affectefin terra of higher retail prices paid, or of foregone savings from lower prices that would prevail in absen
TRQs and TRQ administrabiprihe presence of the TRQs and their administration for all the products covered by the
assessmentFor beef and strawlss the potential rent accruing to the intermediate stages of the food chain has increased
time thanks to the diverging dynamics of domestic consumer price (increasing) and producer price (rathetivitat) over the
foreign ones.

4Note that a detailed analysis of costs and revenue composition falls outside the scope of the study.
5 OECD Review of Agricultural Policies for Switzerland, 2015
6 Newsletter 04/16, www.preisueberwacher.admin.ch/pue/itthome/documentazianeedizimexicpiter/2016.html
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The reply tquestion 3.2 highlighted the follomfragts of TRQs and of their administration method on the structure of
imports

i. Effects omuality/price composition of imports for all products except applese no significant impact on
imported varieties andesponding prices was found), promoting the import of specific typologies of products (h
quality beef, halircasses of swine, early potatoes) or strictly regulating import volumes, with very low volumes of in
and peaks in import unit Vdiurgg the management period (tomatoes and strawberries).

i.  Effects oorigin composition of imports for béahere the absence of esjgitific quota allocations resulted in a
very diversified group of exporting coantlisfawberrieévhere the prefetiahquota for EU origins resulted in the
prevalence of few EU countries as foreign suppliers).

iii.  Effects on thatructure of imports and of the arena of operators active in import trading for all the six products
covered by the assessment, mainly detésnihreegdossibility of trading import quotas among operators.

The practical relevance of the switch to auctioning of import quotas on the structure of the arena of operators active in
importing and kguota trading of beef and pork, was found to haveveegdimited Service companies and some of the
companies they operate on behalf of, which had been the key subjects in the system prior to 2005, succeeded in maintain
role also after the switch to auctioning (also thanks to the aforessdifionetitpading import quotas among operators); this
limited the effects of the switch to auctions in rebalancing the market power among importers. The intragluction of au
administration method for meat allowed the entrance of new tingporaeketindespite this, their relevance in terms of import
rights (and of actual imports) has been low (it should also be noted that the presence of service compdieagedamstitutes a ¢
tracing what the various operators behind them actdplliyimally, it cannot be excludedithabncentrated markets like

meat service companies providing pooling of demand, risk minimization and centrally managing the necessary admit
process for quota allocation, might further facilitategtdipation in import strategies in addition to what promoted by TRQs
(see below). These companies act on behalf of many individuéalsopeeatdrsery large dimensicensd their role in
redistribution of quotas among their members isindhideamtext, the potential impact on the overall market structure of these
entities might be relevant. As per the potential effects on producers, no elements emerged from the anaysis suggestir
negative nor positive impacts of the switttfotoragon producer prices and rents.

The replies to questions 3.3 and 3.4 dirkiatewith replies to questions 3.1 and 3.2.

The reply to question 3.3 highlightéetinatperfect competition characterising the structure of the Swiss mattket for
products considered in the evaluation has had an influence on rent distrthigioanclusion, particularly evident for beef

and pork where the econometric analysis on price transmission was feasible, also applies to fruit and vdpetable produc
basis of indirect findings of analysis carried out to answer previous questions. For all the six productsssovaned by the as
the downstream stages of the food supply chain resulted to be those who are better positioned to tepeucé the highest s
rent.

Finally, the reply to question 3.4 (which focuses on the assessment of the reversed causal relationship t8gkled by que
concluded théite TRQ administration system of all the six products covered in the assémsnatiytencages / allows

the exchange of informatiori andre practicallyof import quotas, and the cooperation among players within the respective
supply chains. Although market structure and concentration depend on many other factors than TRiges;tgnmoaven if no
could bebtained foceteris paribua lower degree of concentration in the absence of TRQeeguielteskfvelbordinated

and consenstimsed processadmost certainly fosters more or less formalised alliances and partnershiys theno
operators themselves, thus influencing the overall structure of the. mhekaeed to find agreemdrath within the same

stage of the supply chain and with the other mtagalsimes and timing of quota releases, the possibility tguotesange
obtained through auctions (for meat) or to have a second round ofttrade to fre c ompanydéds | mport
vegetable products), suggest that in an already concentrated market as the Swiss one, concertation andodialogue are cru
effective management of import activities; in such a context, the market structure, both in its formalelefdramdcamits practic
be impacted, and the incentives to a more aggressive competition can be limited. The ressétialpeftedtsartthbmost
certainly the promotion ofceampetitive market structures, with an overall decrease in the efficiency of the system.

In general, tleost critical aspects of the TRQ administration systghtighted by the assessment are the following:

Its remarkabt®mplexity gspecially as far @artain aspects of its functionifgg. original allocations of import quotas;
trade of import quotas among operators) are concerned.

The fact thatrucial @cisions for TRQ administratitming and volume of releases of import auetds)facto

decided by the concerned operatdisough a coordinated, conséasesl process: in an dgoa system like the

Swiss one, characterised by two leadiagsretdiling substantial shares in various markets, and with significant upstreatr
vertical integration, this could result in further reinforcement of dominant positions with potentiallyheegeagredleffects on t
efficiency of the system. In addhmrstrategies of the various actors involved in the decisional process are by natu

7Import unit valisealculated as the ratio between the value (in GtéRjamahé (in Kg net) of imports of a tariff line relevant for the allocation of
import quota releases in a specified period (usuallyitasvizasichlly the weighted average of imported values
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undisclosed: the functioning of the TRQ system is therefore not completely transparent to external observers / the
public.

Summary of conclusions on efficiency
The main conclusions of the analysis concerning TRQs efficiency can be summarized as follows:

1. A consolidated result of the relevant economic literature is that TRQs create rents to producers thanksdo the border |
they offer; however, the net welfare effect is negative. The OECD and the Swiss price monitor have proeided indicatic
order of magnitude of the Agxcbrding to the OECD anallysifysses for consumers are higher than the benefits accruing
to producers and to the governmental budget.

2. The downstream sectors have had an advantage over producers in captuniagtedymentgh the TRQs and their
administration system for most of the products covered by the assessment. This is due to the conditions of ir
competition in the intermediate stages of the food chain.

3. TRQs and their administration system idfthengpeality composition of imports and their price.

4. The introduction of an aubti@ed import quota allocation has allowed the Swiss government to capture a part of the
generated by the administration of the TRQ. The practical effects tof dlnetswitcg of import quotas on the structure of
the arena of operators active in importingwotd imading of beef and pork have been very limited.

5. In addition to this, the following considerations can be made:

a. As mentioned above, thepasfeccompetition characterising the structure of the Swiss market for the six produc
studied has influenced rent distribution, with the retail and wholesale stages capturing the largest part of the rent.

b. At the same time, the TRQ administration systencedianugt fosters more or less formalised alliances and
partnerships among the operators themselves, thus influencing the overall structure of the market.

Conclusion on proposed changes to improve efficacy and efficiency

In light of the answers providddr Q1 Q3, which changes could be recommended in the existing TRQs syst¢
its efficacy and efficiency?

Question 4 explicitly refers to potential changes in the existing TRQs system to improve its efficacy aadtefitisncy; in this
worth noting that while the study highlighted a general good level of efficacy ab#ievsistesome areas of coidbm
assessment of the efficiency of the system revealed serious limits.

The modification of specific elementsegistirg system (e.g. overall simplification of the system; possible redéction of out
quota tariffs; introduction of limits and/or obligations regarding trade of import quotas and their fillingimoould only bri
improvements; if more substangmfriove ment s of the systembés efficiency ar
considered.
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1 Introduction: study context and objectives

1.1 Study context

Direct payments and border protection are the key instruments of support to theabséssoagiibeltSwiss tariff schedule
consists of specific tariffs. There are currently 28 Tariff Rate Quotas (TRQs) for imports of livestock, qmodakes)d vegetable
possibly including sumtas (some TRQs areadldcated to specific prodaa)preferential quotas. Nearly all TRQs are filled.
TRQs are administered in different manners (such as auctioning; requirements on domestic purchases;-h@togical imports;
firstserved).

No comprehensive evaluation of they§iR@ for Switlend has been carried out before the present study. Considering the
economic relevance of TRQs, it is of crucial importance to assess their efficacy and efficiency. For thef phesent evaluat
TRQs, specific representative products whose ingovesra® by this system have been identified according to the following
criteria:

1) economic relevance;

2) data availability;

3) representativeness of the TRQ administration method.

The evaluation focuses on TRQs for the following products:
w Meat beef; pork;
w Veaetable productgotatoes; tomatoes; apples; strawberries.

1.2 Policy framework for the application of T&&ed provisions in Switzerland

Switzerland regulates the imports of most agricultural products which have a domestic production.tidh&vegigimation of
agricultural policy derives from art. 104 paragraph 1 of the Swiss Constitution, which states that the Quueslération has to
agriculture makes an essential contribution towards a secure provision of the population, thatocslsesatiae®fnd

the upkeep of the countryside, decentralized settlement, and that it does so in a sustabréari¢eandayparket

The base for the regulations with respect to the imports of agricultural products is giveraddelyaiedxtisdiure Act,
Landwirtschaftsgesetz, LwG, SR) @h@ on customs, such a€tistoms Tariff AZolltarifgesetz, ZT&R 632.10)which

however is not, strictly speaking, part of the agricultural lagistatiaxs by ordinangesagricultural production such as the
Ordinance on Imports of Agricultural P¢adtentsinfuhrverordnung,; AR/916.01ln addition, there is a specific ordinance

for vegetable produdterprdnung Uber die- Bimd Ausfuhr von Gemuse, Obst urehlizartrzeugnissen, VEAGERS
916.121.10) and another one for animals for slaughterSoidatie@ighverordnung,SR/916.341Hor TRQ releases, the
intention of the legislator is to complement domestic production with imports only when this is needed torsukety the dome
(Art. 5 VEAGOG, ArtStBlachtviehverordiung

A general import permit (GIP) is needed to impagrivaltural products. It is attributed upon written request to operators witl
Swiss domicile. These might be legal or natural persons. A GIP is valid for an unlimited period of timdeand is not transferak

Border protection had been in place fal decades, also before Switzerland joined the World Trade Organization (WTQO)
1995. When joining the WTO, Switzerland transformed all of its border protection into duties and tariff rata quotas (TR
consequence, a humber of quantitative éstgotions had to be converted. Import regulations were notified at the WTO for
products. In the case of TRQs, this notification consisted in a minimal or a current access quota as veddl &g in the tariff le
guota and cotquota imports. &'hmelated figures were defined in the annex to the Marrakech Protocol as part of the W
Uruguay Round agreement; some modifications and rectifications were effective fromCeaddof r(eeeCopy
WT/LET/485For all the products considered studly, notified tariffs have not been changed (see annexes 1 and 2 to the
Customs Tariff Act SR 63R.I0e notified tariffs represent the upper limit for the appliedQadifianddeon Imports of
Agricultural Produ3® 916.01) defines agpkeiffs which are lower than the notified-onéise products considered in this
study, those tariffs are the same today as they were in 2002.

The definition of TRQ volumes made according to the criteria set out in the URAA in mostprasesdmhsicalyae

existing market access possibilities (see also Conseil fédéral suldsss@fO4elatif a l'approbation des accords du
GATT/OMC (Cycle d'Urughég3sage 1 GATT) du 19 septembre 1994, FF 1894d¥ then possible to limi#¢baomic

impact of the legislative changes that were implemented. TRQs are usually filled or even overfilled (théd eEreadditional ir
authorized at the in quota duty, in excess to the quota notified at the WTO).

8 These annexes are availabtétprwww.ezv.admin.ch/pdf linker.php?doc=Gelograltaifed on 09/10/15.
9 Among the products covered by this study, this applies ftv therogiéquota tariff in the case of full supply during the managed period for
strawberries, apples and tomatoes, as well asqoothdariff for apples.
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1.3 Objectives of the study

The evald®n of TRQs is mainly based on the concept of intervention logic. Policy measures are based on explicit and
hypotheses concerning their functioning. The intervention logic is defined as a set of hypothetical causddeadiations that de
a plicy measure (intervention) is expected to attain its objectives.

The intervention logic, by allowing to set the appropriate key questions, constitutes the basis for the asa@sattomn. It encom,
following elements (see Figure 1.1): overardyirgpjeclives (in Switzerland typically set out in the Constitution); technica
objectives of the policy measure (identified based on the analysis of the legal texts and on economic conséerations); b
objectives (i.e. changes in the behavfreieobnomic agents that should be brought about by the measure); inputs and outp
of the administration of the policy measure; activities of the economic actors; effects (intended and unigtended) of t
measure; other relevant factors (sinshexohomic and environmental context).

These elements are described in detail below.

Overarching policy objectives

The overarching policy objectives of border protection for agriculture are set out in art. 104 of the Swiss Constitut
Confédération veille a ce que l'agriculture, par une production répondant a la fois aux exigences du dévebbppement du
cdles du marché, contribue substantiellement: a. a la sécurité de I'approvisionnement de la population; esa la conserv
ressources naturelles et a I'entretien du paysage rural; c. a I'occupation décentraljsée [dweterritoire.

Technical objeetsv

In general, border protection aims are: to support domestic production by limiting imports to maintaietavpendfdfferential b
domestic prices and the international onestrbutétoensudngt ri b
stable conditions for agricultural production. Border protection mechanisms shall respect international (natsbly WTO) agre

In Switzerland, TRQs have mostly replaced, following the Uruguay Round Agreement on Agniedkis@ngURAA), p
guantitative restrictions on imports. TRQs allow managing the volume of imports in view of an adequate provision of
markets and stabilizing the framework conditions for domestic production. Since the opening of the edattban be regule
tariff line level, it is possible that only certain products can be imported within the TRQ (the quota carsjeecifigened only f
tariff lines). Depending on domestic market conditions, it is possible to authorize-guptatsfhiatie/a the limits of the

notified TRQ size at the WTO. The administration of TRQs shall ensure that the quota is allocated to privaite actors by
competitiveness and transparency.

Behavioural objectives

Importers can first import within theahR@QEmarket conditions allow, over the TRQodpgotautduty is usually very high).
Importers benefit from the lovgeota duty only for those products for which the quota is opened. Importers shall compet
obtain the right to import atdtpgoita duty. In respect to thexpsiing system of quantitative restrictions to imports, the whole
food chain shall be more regularly confronted with market conditions. The price differential to the worlthairatgint/prices shal
trigger a highsupply by domestic producers.

Inputs / Outputs

The administration of the TRQs requires financial and human resources (inputs) in order to grant importnpedinits and to |
necessary checks (outputs) on the imported volumes. These vary, apamugstivipéo the complexity of the administration
method.

Activities

Importers will first import within the TRQs and, if market conditions allow, over thEqUR@ iy @itisually rather high).
Depending on the administration methegekémg behaviour will arise to obtain thentRQuUe to the price differential
between domestic and international prices, domestic supply will tend to increase; on the other hand, congrmption migh
and / or consumers will have an incehtiyefdod across the border (tourisme alimentaire). Also, the measures may motivate
food processing industry to ask for policy measures to compensate for the higher costs of domestic agriesltural produc
happened in Switzerland, cf. theesalcalli Chocol at e | awd, which includes i mpo
products; the request for inward processing traffic; or the request of tariff reductions for specific usaslbf, thee product). F
market structure of the wéugre food chain as well as its development over time might be affected, notably concerning the le
market concentration.
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Effects
For border protection in general, intended effects are increasing the price differential between domakficiaas] internatio
mai ntaining and possibly increasing the domestilow suppl

regulating the volume of imports according to the needs of the domestic market, and possibly stabégiffgrdomestic p
example, when autonomous extensions of the TRQ are made to ease the domestic market).

At the same time, there will be a lower and delayed transmission of market signals from the internationaktitarkets to the
ones; c 0 n s u rbe reduded, and pgsdibly slsowadnsuimption (Swiss consumers might as well buy food across
border, the so called fitourisme alimentair eoralprodudise pr o
possibly asking for pemsatory policy measures. At the government level, tariff revenues will be collected; costs will ar
administrate the policy measure, as well as to implement related policy measures (such as those requiredtby, the process
or additional Islgition and monitoring of tourisme alimentaire); the existing border protection mechanisms will have to be ta
account in trade negotiations. A TRQ rent will be created and distributed according to the administration thethod selecte
wholedod chain, as the transmission of market signals is altered, the promotion of competitiveness might be altered,

possible that noampetitive structures will be promoted. Additional policy measures will have to be implemented to ensure
system remains effective over time considering domestic and international market developments (for example, aut
extension of the TRQs).

Other factors and policy measures

The Swiss and international context need to be taken into acwipsimpeine impact of TRQs. For the domestic markets, in
particular, the market structure (absence of perfect competition) as well as population and thus demand increase
considered. As far as international markets are concerned, inteenmdodal gond volatility, the growing integration of global
markets and changes in the macroeconomic conditions such as exchange rate volatility shall be accounted for. A final
constituted by international trade policies (which inclodentetéfih measures) and agreements, as well as other domestic
policies in place (such as domestic payments).

Figurel.1 - Model to assess the effects of a measure of agricultural policy
Model to assess the effects of a measure of agricultural policy
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The objective of the evaluation is to provide an assessment of the efficacy and the efficiency of TRQssregweitzerland. To |
someepresentative products have been selected for the analysis (8 1.1) as well as specific evaluation questions (Table 1.:

Tablel.17 Evaluation questions
Preliminary questions
Q 1.1 | What is the impacTBQs on imports, production and consumption?

Q 1.2 | What is the impact of TRQs on import and domestic prices at the various stages of the food chain?
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Questions on efficacy of TRQs

Q2.1

What is the contribution to existing price differentialddretgéerand world prices? Is this difference lower
outofquota tariff?

Q22

What is the contribution to stable domestic prices?

Q23

Q3.1

Question on efficiency of TRQs

What is the contribution to allow an adequate provision of domestic markets?

Which costs and benefits result for the various actors involved (economic welfare of producers, impor
distributors, retailers, consumers, government), taking into account the relevant characteristics of wor
marketst particular, what can be said about the impact on farmers vs the impact on the downstream
rents arise, and how are they distributed?

Q3.2

Which is the impact of TRQs and of their administration method on the structure ohithpguticéeéfiedtvolu
composition of shipments, structure of importers)?

Q3.3

Does the Swiss market structure (not perfect competition) influence the distribution of costs, benefits,

Q34

Q4

Proposed changes

What is the impact of TRQs on the developmerarkéttstrutture of the food chain / on the vertical chain
production? Do they promote the formaticoonhpetitive market structures? To which extent?

In light of the answers provided und€3Which changes coulgrbposed in the existing TRQs system to
improve its efficacy and efficiency?
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2 The TRQ system in Switzerland

2.1 Overview of the meat sector TRQs
2.1.1 Products covered by the study

The study covers specific product groups, namely (see also List of Acronyms):

1. Forbeef
a. High Quality Beef / sirloin stripsi{HQB)
b. Pistolas (hindquarters without flank and shank) of cows, for processing (Pistolas)
c. Meat of cows for processing (MFP)
d. Carcasses and kadfcasses of cows, for processing (CFP)
e. Other preparations of beef maiadf quota (Other beef)

2. Forpork
a. Halfcarcasses of swine (HCS)
b. Meat of swine (MoS)

2.1.2  Short overview of the genesis of the tool/ original policy goals

As mentioned, the introduction of the TRQ was a consequence of the WTO Uruguay roundributmepomntyib&efpe

as those of agricultural products in general, were quantitatively restricted by quotas. The internationaddobdigations req
implement a minimajuota market access per product group and the possibility of impomuigntitibsiged higherafut

guota tariff. These-otfuota tariffs were set at an extremely high level for most products, ensuring that any imports beyor
guota would happen at a price not having the capacity of impacting the intermpabtane|éapestare regulated differently

for specific products, i.e., for various pieces of meat and even within a singjad&riifipwtdrare not always possible for

all the products within a single tariff line, and some tariff linesefeaggsgehis implies that no in quota imports can be
performed. For beef, Switzerland hasuffaaéncy ratio of more than 80%, with seasonal vagattnanports are mainly

prime cuts or fresh and chilled carcasses. For prime cutfspmia dmports are also registered: these can be profitable in
spite of the high -o@tjuota tariff due to the high value of such products. Meat preparations are as weftjumopmrees out

well as minimally processed meat. In these cases, ih@svilne much lower tariff of chapter 16 (preparations of meat) in respec
to chapter 2 (meat) to make imports ptbfitable

The policy goals of the TRQoftrgenerally are the same as for beef. However, domestic production of pork eearly covers
totality of the market needs; theufidfency ratio is over 90%. Import quota releases are lirnaethssdslfto better meet

the industryés interests to cover a | ar ger iligeadorhestio f t h
supply and prices. As this global TRQ is shared with poultry meat, there is no difficulty to fill the quiky @fouttng most par
imports). Poultry production only covers about 50% of the domestic corsquptaoim@urts pdrk occur for prime cuts

and for meat preparations, as for processed meat the tariff is much lower.

2.1.3 Key policy measures
2.1.3.1 Beef

Various kinds of meat are imported within TRQ n. 05 and, among them, imports of caceasasseanf lalf/s for
processig are also made by the domestic industry to be processed domestically. This allows to cover a larger part of tl
chain and to generate more value added domestically. It must also be mentioned that agricultural produckesan be importe
re-exported after processing (inward processing, art. 12 customs law, SR. 631.0) without duty or with reimbursement of
These volumes then do not remain on the domestic Swiss market. The quantity of meat imported for inward processing
increamg in recent years; this mainly concelmsdaimeat, a Swiss traditional specialty.

In Figure 2.1 the relative importance (in volumedtafimports of different meat categories within the whole TRQ n.05 are
reported for the years 2006, 20120a4Ad Other beef meat fitseareatarting from the bottom) is the relevant product for the
present evaluation. Other beef meat and edible offal correspoothtcasegory 5.71.

10Definition and certification requireteéaited in ti&wiss Ordinance of 26 Nove®l®3 on the meat stock and meat market
(https://www.blw.admin.ch/blw/en/home/markideiaébrprodukten/fleisdaschlachttieregrh)
11Since Julyt016, meat which is merely seasoned (not further prepared) must be imported inuchdptgre? taitiffsrthan those in chapter 16.
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Figure.1 - Relatie importance of other beef meat within TRQ No. 05 (2006, 2010 and 2014quaihimgsootsin
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The global TRQ No.Q5ir ed meat o) includes beef, hor s emwredmeat (sobut t on
guota No. 5.1, included in the preferential tariff quota no. 102 with the EU) and -Guotal Reeb(ubas well as kosher

and halal meaupquotas 5.3 to 5.6), are part of it. However, the largest part of the quoia ssilgnooped. {other

meat).

Within this sujuota, there are various furtheg sub u p s , or fAcategorieso. There i s a
(category 5.71and bovine cuts for dried nocastgpory 5.72 Categories 5.73 to 5.76 do not concer@dbegbry5.77
includes processed beef and beef as an ingredient for soups or as raw material fotaanimal feed only

Generally, for all prodtiatse is a distinction between fresh or chilled meat on one hand, and frozen mMéabencttadiypther
speaking, within syiota 5.7, there are three main groups of products to be considered: other meat of bovine animals, edib
and vealOthermeat of bovine animais the only category analysed in thisEdilag. offai not analysed in the present

studyi has high relative importance as well, since the imported volumes are remarkable. For this product group, specific q
opened forelef tongues, veal liver,apttoxz z | es ( cl as s ed \eahasingnorfgoantitaive immodande;lite o
quota is not further specified. There is a distinction of tariffs for carcasses or half carcasses, other midatbelis bone in, a
meat. Veal, tongues and veal liver might also be kosher eginatas (dob5.3 and 5.5); in these cases, they are assigned a
specific statistical key).

I n comparison with other products c @oste@mmed prdidyct gtobpaelegantu d y
for this evaluation. Within this group, it is generally considered whether caceasasses; hadht with bone in or boneless
meat is imported. Further distinctions thdbugh 8t s uf f i x @ madé tb Runther idensfyosidia eategokes (fos 0 ) ¢
further details, see tables in the Annex):

9 Sirloin strips and High Quality Beef, in category 5.71.
1 Bovine cuts destined to production of dried meat, in category 5.72.

1 Since 2014, in order to improvieatieparency of the system for reporting purposes, a distinction was introduced f
carcasses, halircasses, forequarters and pistolas (hindquarters without flank and shank) with respect to the age
animal. However, this distinction was in peagtiagsed for the TRQ releases.

In the past there have been various changes in the specifications of the single quota allocations, accomdlig tieewhat reque:
operators (FOAG releases import quotas on request of the meat sector asdouwidtichpstedthe

The typologies of beef comprised withumosals.7 are reported in Annex 7.1.1.

For animals for slaughter and meat mainly produced through the use of coarse fodder, Switzerland notified, under
obligations, a quota based orinanal market access of 22 500 tons (WTO, 1996; G/AG/N/CHE/4, 15 July 1996). Therec
minimum of 2 000 tons was notified for beef (WTO, 1995; G/AG/N/CHE/1, 13 December 1995), including a minimum of 1 :
High Quality Beef. These quantitissllaralid. Until 2008, there were special quantities allocated to the EU (200 tons net for
dried beef); since 2008, there are no special allocations to supplying countries anymore.

12See: Art. 14 Schlachtviehverordnung SR 916.341

13Seewww.tares.ch

141n 2004, import quotas were released for beef, without closer specification; from 2005 to 2009 such quathfowpredengi) tihormmecows

(i.e. not from steers or heifers). In 2009, 2011 and 2012, specific quotafowpigtapsrddows for processing. In 2006 and since 2008, there are
quotas opened for carcasses and half carcasses of cows for processing.
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The tariffs notified as part of the WTO agreement providenitrtagpeafplied tariffs, which for some beef products are lower
than the notified tariffs (but remained unchanged within the timeframe considered in this study). Relenaidiariffs for bee
here analysed are equal to CHF 159/100 kg gross tanffjtat deboned meat of other bovine animals), CHF 2,212/100 kg
gross (owtfquota fresh or chilled) and CHF 2,057/100 kg gobgsdi@ufrozen); the complete set of tariffs is reported in
Annex 7.1.1.

Since April 2007, there is a reducethjoota tariff for beef pieces for the productidrieaf mieat. There are lowgundta
and oubfquota tariffs for specific country groups

Import quotas are released by the FOAG according to market negclslgéintvisbiverordnung, §¥916.341). As these

needs are assessed by the market players, the FOAG releases import quotas on request of Proviande, the meat sector ¢
including producers, processors, traders, retailers and importers. Consumers are represetivedbimattiemikean
advisory vote only.

The normal duration of import periods for beef types covered by this study is four weeks; however, the FOAG can define
longer periods. There is no overlapping of periods, and no period excebdscthieratat gear.

In cases dbrce majeurghich cause problems with logistics, a prolongation of the import period can be requested to the F
(Art. 16 paragraph 6 SV, SR 916.341). Since January 2012, there is also a possibility to regyest afttaresbéres

to the subsequent import period within the same calendar year, in case they are purchased by auction artd already pai
16a). However, this part must be at least 500 kg gross but at most 5% of quota share. Bl recgigsts yusie FOAG

before the end of the import period. Until today, this possibility has never been used.

Two operators who are both entitled to get quota shares may agree that the quantity imported by one oéthaatas credited t
share attsuted to the other one (Art. 14 Abs. 1 AEV; SR 916.01). Those agreements must be reported to the FOAG. The ¢
which are originally not entitled to get a quota can also receive a quota transfer. Usually, imports ocganizaiemge import o
that get the right to use the quotas even before they are assigned.

2.1.3.2 Pork

TRQ No. 06 is shared between pork and poultry (Art. 15 SV; SR 946@44)0&ubto 06.3 (dried and tinned ham,
sausages) are not covered by this study. The related tffshjeshitled or frozen pork are carcassesarcdsges,

hams, shoulders and cuts thereof, with bone in and other cuts; the complete list is reported igdaotaeX. 024 Ssib
subdivided into three categories: 06.41 for pork mek2 forgh06ltry meat and offal, 06.43 preparations for pork and poultry as
a primary matter for soups and saucepudbaltcategory no. 06.41 is the one covered by this study and is opened for hal
carcasses only. Symota category no. 06.43 is alwags op

The minimum TRQ quota for pork and poultry is 54 482 tons per year. Most of it is actually used for pouétr®.Bhports (see F
Within sufuota No. 06.4, there is an indicative quantity of 8 498 tons for pork. As a rule, quotasabitizeldaseshtic s
pork prices. The minimum quantity to be released for TRQ No. 06.4 as a whole is usually exceeded, duerto the quotas for

In Figure 2.2 the relative importance (in volumejtafimports of different meat categories withihetii€&RQ n.06 are
reported for the years 2006, 2010 and 2014. Pork half carcasses is the relevant product for the present evaluation.

15For example, the regular tariff for deboned meat of other bovine animals is 159 CHF per 100 k¢ gasstriest dodERe Southern African
Customs Union it is 103 CHF, and for GSP developing countries, Chili, Colombia, Japan, the Republic of Kores PsduChifel Ukppirts
from least developed countries including Lesotho are notasiffgenttther forqumota nor for eafiquota imports. The cowspecific tariffs for
each product are indicatedvw.tares.ch
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Figure?.2 - Relative importance of pork half carcasses withinOBRQOR6, 2010 and 2014 volumeguotdmports)
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As sulguota No. 06.4 is opened focdralfisses only, this is the oglyoia tariff of practical matter. Prime cuts (loins and cuts
thereof) must be imported at a much higitguotaariff (CHF 2,034/100 kg gross both for fresh or chilled and frozen products)
The complete list of in quota arakaqudta tariffs is reported in Annex 7.2.1. Similarly to bgedtaheuiff is reduced for a
specific group of couritfies

The rule governing the timing of import quota releasesdimaka#fs of swine are the same as for beef. Also the provisions
governing quota filling for individual operators and quota transfer are the same as for beef.

2.1.4 Evolution of the functioning mechanisms
2141 Beef

Up to 2004, quotas were distributed according to domestic purchases of meat. For beef (excluding beef preoés for the pr
dried meat), 10% was distributed according to domestic purchases on public markets where cattle is keld for slaugl
remainder quantity was distributed according to slaughters. From 2005 to 2007, a transition of the systemf towards auc
guotas took place, with 33% of the quota auctioned in 2005, 66% in 2006 and 90% starting from 2007. The 10% share
dstributed according to public market purchases was maintained. Due to a decision of the Federal Parlianmant, in 2015 t
was partially withdrawn, and 40% of TRQ categories 5.71 to 5.75 are now again distributed according teeskaghters. This i
only 50% of TRQ category 5.71 and 60% of TRQ category 5.72, respectively, are still auctioned (see also Annex 7.1.1).

The most important changes with respect to the management@foi&Q5sulior beef concern the distribution method of
qguota shae s , as explained above. Furthermore, from 2008 on
for dried meato. Il ndeed, in May 2007, tari ffBgthendgheat es
reducon of theocwfquot a tari ff to 16190 CHF per 100 kg gross t
animals that is merely seasoned (and not further prepared) can also be imported under tariff 2686699 &ty af out
638CHF per 100 kg gf8ss

2.1.4.2 Pork

Most of the framework of-fidRded regulation for pork remained the same over the period of evaluation. Similarly to the ca
beef, the only significant change has concerned the system of quota allocation. Umtm260ky ipgrkrwere distributed
according to domestic purchases (slaughters). Starting from 2005, a transition of the system towards thgualiasation of imy
via auctioning took place: since 2007, the quotasafoassds of swine are &uittioned (the share allocated by auctioning
increased to 33% in 2005 and to 66% in 2006).

16 The applied-quota tariff is equal to 30 CHF per 100 kg gross (instead of 43 CHF) for EFTA members, the South African ERstoms Union,
developing countries, Chili, Colombia, t hsetat3440CHH perclO0k] groksolmmors a n |
from least developed countries including Lesotho are not charged at all.

17Zollerleichterungsverordnung, SEE831.012.

18This will be no longer possible after 1.7.2016 on the basis of the decisioreof tifelBar#.2015. For this reason, meat processors have already
asked for another tariff rebate.
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2.2 Overview of vegetables sector TRQs
2.2.1 Products covered by the study

The study covers specific product groups (see also List of Acronyms):

1 Potatoesnamely:
1. ATapboteat oesoO.
1 Fruit & vegetablesiamely:
1. ARound tomatoesd (this includes both #fAbeefod to
allocations of import quotas through the import quota release system up to 2006).
2. AAppl eso.
3. AStrawberrieso.

2.2.2  Short overview of the genesis of the tool/ original policy goals

The seasonal nature of domestic production of the fruit and vegetable products covered by the study (po&gpes, tomatoe
strawberries) has implications on the rationale of tpeliglatezhsures, which are basically aimed at managing imports in the
months when domestic production is placed on the market, and at allowing adequate supply when domestic prod
unavailable (this also includes stock depletion in the cass ahpataples, which are storable products).

The methods and timing of TRQ administration are hence tailored to the duration of the domestic production period a
storage possibilities of each product. For fresh vegetables and fruitstjtotom ibetwleen a so called managed period and a
normanaged period. During the period when the imports of a product are not rzitpgédd taofbistapplied.

With respect to production and storage pospibiiiit@ssare comparable witlplap. Imports of ware potatoes are needed
when the Swiss harvest is late or when quality isn't good enough. Usually, the stocks last until the begianing of the st
campaign, and therefore only early potatoes are imported in most years. Ghetaueibased is usually small; every year
there is at least one release to assure market access for a base quantity of table potatoes accogltegnenheTGATT
guantity is the same every year. Additional releases may be neededa@iodmmtdomestic yields, or when the quality of
the indigenous production does not meet local market requirements.

Fortomatoes the main period of domestic produetimhthus the managed period for thé TR nearly six months.
However, usliathe oubfquota tariff is applied for anfiamth period only. Otherwise, the management of the TRQ for tomatoes
resembles the one for strawberries in many respects.

Forapples Switzerland has a large domestic supply, with surpluses on trerdordebtevdrtheless, there are import needs

due to seasonal variations and quality reasons, as well as to ensure availability of various apples varietiasketh the domes
As a consequence, the regulation of imports via TRQs is bagatther wsteim, as for other fresh fruit and vegetables. The
storage of apples can | ast for a |l ong ti me, b easonst or a
periodo, when the TRQ for a p pdachsyear (fomdund b doly dda ead be onl y
extended in case of important shortages in storediapes foequentlywhen the start of the Swiss harvest falls later than

the 19 of July: in that case, the FOAG usually prolongsrtieagdnperiod and does not distribute import quotas, which
means that all imports can be made ajub&itariff.

The production period of most dostestiberrieds only three and a half months long; this is the period when their TRQ is
managed. Outsithis period, imports at Hoedta tariff are not limited. Within the managed period, the regulation is very close
the timespecific needs. Quota openings can take place twice a week, and the decisions are based on consumption dat
previousaar and current information on production.

2.2.3 Key policy measures

2.2.3.1 Potatoes

Di fferent tari ff l'ines ar e defined according to the
(0701.9010/91/99, statistical key 911) and other potatpesaftes, 0701.9010/91/99, statistical key 912; see also Annex
7.1.3). Only table potatoes are of interest for this study. No varieties or types are distinguished; this ovitli difépesitiation

to packaging: potatoes in bulk, sacks or daEreIhave a different tariff number than other types of packagingpfar out
imports.

For potatoes and potato products, a quota of 22 250 tons (TRQ No. 14; see Figure 2.3) was notified to tupdt&,0. The first
for fresh potatoes, amouni3t250 tons; it is used for seed potatoes (2 500 tons) as well as for potatoes for industrial use (
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tons) and for fAother potatoeso. These arelghesacandduy t ab
guota amounts4®00 tons and refers to potato products (frozen fries, tined potatoes, ..)

Figure.3 - Relative importance of table potatoes within TRQ No. 14 (2006, 2010 and 20tuetzumpsrts)in

ﬂ

potato products
m seed potatoes
m potatoes for processing

m table potatoes

2006 2010 2014

The normaariff for iquota imports of table potatoes is set at 6 CHF per 100 kg gross for all typebhef matdkjngta
tariff is equal to 64 CHF/100 kg gross for imports in bulk, sacks, open packaging, and to 82 CHF/100 kggimngss for other
(see also Annex 7.1.3).

Since 2009 the base quota of 6 500 tons has been opened for the period from January to May. Additional gdiota shares &
according to market needs. For this purpose, the FOAG releases additional shares on requesirgdnibatiombrella
Swisspatat, which represents an unanimous agreement between its members. The opening periods may be overlappil
guota shares for potatoes are distributed according to the quantities of domestic potatoes sold by paxkimgapiasts to retai
A minimum of 100 tons is required for the application to be considered. There are no specific provisionsggfmrerning quot:
individual operators. The provisions governing quota transfer between operators follow thetrdléotidimédEN. Aihe
operators that are entitled to quota shares can transfer their shares to other entitled quota holders, antb rigygort the tran:
FOAG. Differently from the other fruit and vegetable products considered in this stuayorthat rigetiotaariff is

usually only given to actors who fulfil the conditions of domestic purchase: in practice, this implies theas raolt quota tran
occur between operators which already have an import quota.

2.2.3.2 Tomatoes

Tomatoes aircluded in TRQ No. 15 (fresh vegetables; see Figure 2.4). Some distinctions are made in the Swiss tariff sc
cherry tomatoes, peretti tomatoes (plum tomatoes), other tomatoes of a diameter of 80 mm or more (beef tomatoes)
tomatoes (see@als Annex 7. 1. 4) . The | ast category, al so called
guota for fresh vegetables (TRQ No. 15) is set at 168. (8 tabsulating the fill rate according to WTO obligations, imports
during theonmanaged period are counted in (as they are importeglLatdrtarif).

19There is a dufyee quota of 1 500 tons for potato imports from Tunisia, which is usually not filled, and another one ®tHagypa®hd 690 ton
used at all in recent years.

20The preferentialjuota tariff for Tunisia and Egypt is set at 0 CHF; for other developing countries it is set at 3 CHF per 100 kg.

21There is a duliyee quota for tomatoes (quota No. 106; 10 000 tons) for impads fitoesEwhich is limited to thear@aged period.
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Figure&.4 - Relative importance of round tomatoes within TRQ No. 15 (2006, 2010 and 204y otal immesr ts) in
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peretti tomatoes
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Theinquota tariff is set at 5 CHF per 100 kg for all tomatc?typbmgias-quota duty (see also Annex 7.1.4) is much higher
for cherry tomatoes than for other kinds of tomatoes, wituatactatriff equal to 731 CHF per 100 kg versus &4 CHF

100 kg. Tomatoes can be imported at a redwfedatattariff in case of full domestic supply (600 CHF and 150 CHF,
respectively), which means that no import quota releases are made.

From Octobers2tb April 39 tomatoes can be imported at-thmta tariff; there is neoéqtiota tariff applied (the quota is

Anot managedo) . T h e nrato @ctpleed 20 poe rouna tdmatbes, sthe peridd rinowhich Nhee RQ1is
effectively administered is shorter, and lasts frettoJseptémbert30

Individual operators often import much smaller quantities than what they would be allowed to according htheir quota st
reason for this is that the relative distribution of import shares is determined at the bggarniDgrofgetteh managed

period, the quota can be opened biweekly at the request of any importer, if the umbrella organization agresstand makes a
the FOAG. The volume released is sufficiently high to make sure that the requeste@ guapatitexs c@oriversely, and

also due to the typical short term character of the decisions involved, this can result for the single T&® wdiedses in a fill
lower than 100%. Indeed theatuesting importers will receive their sharesad detide whether to import or not (this also
applies for strawberries: see § 2.3.3.4).

The quota shares for beef tomatoes and other tomatoes are distributed according to the market shares ofithe previous y
include domestic purchases as welpags (this also applies to apptes § 2.3.3-3with the significant difference that the
relative importance of imports is much higher for tomatoes than for apples).

There are no provisions governing quota filling for individual operatsimmsIgevaronng quota transfer between operators
follow the rules defined in Art. 14 of the AEV. The operators that are entitled to quota shares can traasfghdhneir shares 1
importer and report the transfer to the FOAG. The operators gihally aret @ntitled to get a quota can also receive a quota
transfer. Usually, imports occur via individual operators.

For fruit and vegetables, quotas can actually be exchanged in two ways. Shares (in %) of the import quotas can be tr
amongst @pators at the beginning of the calendar year. In addition, before each release, absolute volumes (kg) can
transferred back to other operators according to specific needs.

2.2.3.3 Apples
Fresh apples share TRQ No. 17 with pears and quinces (sgeApglees thbcider making or distilling are part of TRQ No. 20,
which is not covered by this study.

The minimal market access notified for fresh apples, pears and quinces is set at 15 800 tons. For catoalating the fill rate a
WTO obligationsypiorts during the moanaged period are counted in (as they are importeglatahariff).

22During the nenanaged period, the quantity defined by the preferential tariff quota No. 106 can be imported froifinetJirc dhistpesioldty
also all tomato imports from EFTA mentberary other countries arefraxaty
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Figure&.5- Relative importance of apples within TRQ No. 17 (2006, 2010 and 2014juotanraepts] in

m pears and quinces
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2006 2010 2014

For the myuota tariff, there is a differentiation with respect to the packing of apples: the tariff is 2 CHF per 100 kg gross
packing and 5 CHF per 100 kg gross for other packings (see alsAbbueid.th&)managed perioshutiedquota tariff

applied depends on whether there is full domestic supply or not. It amounts to 153 CHF / 100 kg. In cagdyoffull domestic
import quotas are released and a reduobguots tariff is applied (140 CHF/200kg)

For appleshe¢ normanaged period is short: it lasts from Suoelaly Ionly. However, even during the managed period
(July 18to June 23, the FOAG can define time slots in which importquadttheaniff are allowed without any individual quota
sha es distribution (Art. 4 VEAGOG; SR 916.-m&rnad®d : perie
(PoNMP). Decisions on TRQ releases are based on estimated market needs and expected domestic supply. To estime
needs, the dendhof the corresponding period of previous years is taken into account. Such decisions could be made once
a week, but in the case of apples there are usually not more than one or two decisions per year. In the mek@ged period,
determinei¢ maximum quantity to be imported atjthecint a t ar i ff (this quantity i s i
domestic supply, the FOAG does not release any quota shares. However, in that caségaatediacétioapplied. Quota

share are released only if domestic supply is not sufficient to cover the estimated demand! &etwiesre Agrihd

FOAG may open a quota of 2 500 tons to increase the diversity of apple varieties on the market even wheis the domesti
guantitatively sufficient (Art. 5, section 3.b VEAGOG, SR 916.121.10). Special individual quotas can be net¢e&sed for industt

For apples, the possibility to release import quotas is often not used in practice. During the manapestgrapodsmost in
occur within time slots when no -maimd e & hpa?piso cad,e Rad NP

Quotas for apples are allocated with respect to purchases during the previous year, including domesticiprpdristion as well
(Art. 6 VEAGOG SR 916.121.10). However, as imported quantities are much smaller than domestic productign, the alloca
depends on domestic purchgsifferently from tomatoes, where imports have much greater importance: see § 2.3.3.2).

Provisiongoverning quota transfer between operators are the same described for tomatoes (see § 2.2.3.2).

2.2.3.4 Strawberries

TRQ No. 19 (other fruits) is shared by various berries, including strawberries (Figure 2.6). There are distinetibns on whe
they are fandustrial use, or wild strawberries (alpine strawberries). This study only feddsssasvbeanies that are not
meant for industrial processing (all the tariff lines covered by TRQ No. 19 are reported in Annex 7.1.6).

The minimum quantityiadtfior TRQ No. 19 is 13 36@8téfm calculating the fill rate according to WTO obligations, imports
during the nananaged period are counted in (as they are importegLatatteriff).

23 Inquota imports of apples from EFTA members and from a number of other cofregieBrane @8 developing countries and some other
countries, imports are-hety for open packings and at half thetadffmate for other packings.

24There are no other reductions of #bigjoata tariff, except for imports from least developed countries including Lesotho.

25The FOAG may release individual quota shares for specific industrial needs3Arari] sect@nsection 2 VEAGOG). This was the case, for
example, with the quota releases reported for 2013 and 2014 (individual quota attribution).

26]n 2014, for instance, such a time slot was defined from July 15th to August 25th.

27 There are specidlbaation rules for the quotas opened for specific industrial use (ArtlefteseciEABOG). These quotas are individually
attributed according to the requests.

28This quota includes a duty free quota of 200 tons for strawberry importsostdiés mering the managed peridce@tayiff rate quota No.

141, see SR 632.421.0). Within t#meamaged period, a quota of 10 000 tons can be imported from EU memfreetdtesldaly
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Figure?.6 - Relative importance of strawberries within TRQ No. 19 (2006, 2010 and 203guatéuimesd)n

m other berries

m strawberries

2006 2010 2014

The in quota tariff during themaoraged period is set at 3 CHF per 100 ¥ Fpossibfquota imports, the normal tariff is
510 CHF per &g gross. In case there is full supply from domestic sources, a reduced tariff of 450 CHF per 100 kg g
applie#h.

No quantitative restrictions exist for the period from S&pteMbgr® the managed period lasts from May AGgust

3. Similarly to apples, time slots within the managed period may be defined where -jnptatsagiffthecimot limited
(PoNMBBL As the FOAG decides once or twice a week on quota openings, the periods are sometimes overlapping but en
atthe same day.

For strawberries, the quota shares are distributed in proportion to the import shares of the previous yedficThere are n
provisions governing quota filling for i nndyi nuchdsmalldr o p e
guantities than what they would be allowed to according to their quota shares. The reason for this isithdibthefrelative dis
import shares is determined at the beginning of each year. During the managed period, dpermpbtzveaeklyeat the

request of importers, if the umbrella organization agrees and makes a demand to the FOAG. The opened votume can be |
what is needed to supply the market, to make sure that the requested quantities can be -reqoetthdglinepooters will

receive their shares as well, and decide whether to import or not. They would also have the possibility émgikiertheir share
importer for use (Art. 14 AEV). Provisions governing quota transfer between opearaatesmibiad fom tomatoes (see §
2.2.3.2).

2.2.4  Evolution of the functioning mechanisms
2.241 Potatoes
The framework of Fre@ated regulations for table potato imports remained the same over the years covered by the evaluatio

2.2.4.2 Tomatoes

With respect to thdministration of the TRQ for fresh tomatoes, some changes took place over the period of evaluati
particular, the previously separate allocation systems of import quotas for beef tomatoes and other round tomatoes h
combined in a single ationasystem from 2007 onwards

2.2.4.3 Apples

For TRQ No. 17, the policy framework remained unchanged over the period of evaluation. However, it allows a large
adaptation to each yeards requirements, which first of

29For EFTA member countries and for several other countries (including the GSP developing countries), Ehanthathisasstsat 0 CH

30No exemptions concerning thefquita tariff are made other than those for imports from least detrédspedieding Lesotho.

311n 2014, such a time slot was defined from June 15th to 16th. From May 28th to July 1st and from Augustas3thlltsuby, floene w
domestic sources; strawberry imports were only possible at a-obguotdioifit For the rest of time, quota shares were opened for periods with
various lengths.

32 As for product typologies falling outside the scope of this study, since 2007 ajtiote stgpdasiof sugo pelati without quantitative restriction
has als been introduced; this was mainly done to facilitate administration, as before that, individual requessdaliisliosedere g
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2.2.4.4 Strawberries

The administration framework for TRQ No. 19 remained unchanged over the period of evaluation.

2.3 Main similarities and differences between the relevant TRQ regimes

With respect to product differentiation, the import regulation is muell fioonael@taihan for the vegetable products included

in the study. However, as there are many different vegetables, especially TRQ No. 15 (fresh vegetablesyéasery detailed
imported meat can also be further processed in Switzerland, eheradgettable generally ready for final packing and retail
trade. For these and other reasons, the regulations for meat and vegetable products differ in many ways.

a) Regulations that applgitproducts

(0]

General import permit (GARY person (naturalegal) who wants to import must apply for a GIP. For any moment in
the past it is therefore possible to list all the operators allowed to carry out import trading.

Transfer of quota shaf®visions governing quota transfer between operatorsui@todefireed in Art. 14 of the

AEV. Two operators who are both entitled to get quota shares may agree that the quantity imported by one of
credited to the quota share attributed to the other one. Those agreements must be reportecdhteahdraiDAG. For
and vegetables, the operators which are originally not entitled to get a quota can also receive a quota trans
potatoes, quota transfer usually only occurs between operators which already have a quota.

b) Regulatiorspecific to meat

(o]

(o]

(o]

Quotaallocation methdebr both beef and pork products whose imports are subject to a TRQ, a transition of the q
allocation method from domestic purchases to auctions took place. However, only for pork a complete transition to
For beef (exceptebepieces for the production of dried meat), 10% of the quota has been allocated according
purchases on public markets over the whole period of evaluation (such markets do not exist for pork). Concer
remaining 90% of the quota for beef, atedrapktion from domestic purchases to auctions was completed in 2007,
but then partially reverted in 2015.

TRQ openings by product grdtgrspork products covered by this study, there is only one product group for whi
quotas are opened, i.e-dadfisses of swine. This provision remained unchanged over the period considered in f
evaluation. Unlike pork, for beef there are several product groups concerned, and provisions for TRQ openin
adapted several times.

Timing of opening®r the typeof meat covered by this study, there is no overlapping of import periods. For beef a
pork, the normal length of an opening is four weeks. There are some product groups, such as HQB (sirloin strips
Quality Beef), for which a quota is opeaadhfamport period. Openings for other product groups, such as for half
carcasses of swine or beef pieces for the production of dried meat, are decreed only for some of the import perio
2012, an operator could request for a partial tramsfeotaf share to the subsequent import period. However, this
option has never been used in practice.

¢) Regulatiorspecific to vegetable products

(o]

Quota allocation methQdiota shares are distributed according to shares of imports, of domesticopurchases ot
domestic purchases combined with imports in the previous year for all four vegetable products. Operators mus
figures of domestic purchases if they which are relevant for the allocation.

For tomatoes and apples, the shares are defined bydarhasés combined with imports in the previous year.

For strawberries, only the imported volumes of the previous year are taken into account.

> > >

For table potatoes, only domestic supply is taken into account; the quota shares are definedati@sling to the q
sold by packaging plants to retail companies. A minimum of 100 tons by operator is requested for being eligibl
allocation.

Two phase systeRor fresh vegetables and fruit, there is a distinction of a phase of domestic prowsiam from a pha
which provision mainly relies on imports.-gleewowtt a t ari ff i s used only in th
second prhansag e di npenr i od o) , -quotentardfrwittout @olurae limitatooms gThisl applids ¢o i
tomatoes, strawberries and apples. During the managed period, three cases may occur:

A Domestic supply is not sufficient titeaFOAG decides not to apply toégoota tariff and therefore not to
di stribute quota s-amage spd mipodd)ongation of the non
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A Domestic production provides full: suppiyport quotas are released and any imports are chargiglthta out
tariff, which in that case is reduced.

A Domestic production is only partially sufiei6i@AG releases a quota for dcspefslot, and distributes the
guota shares. Imports beyond distributed quota shares are chargeéighetéuthaft

o Fortable potatoesgrquota imports are possible only when import quotas are released during the specific period (Jan
May; no imquota imports are normally allowed from July to December.

o Timing of quota releadesr all four vegetable products, overlapping time slots of quota releases may occur. Whe
release is decreed, its volume, beginning and end are fixeds Asepstiatakle, there is no need foteshort
decisions to change the opermdia volume. For fresh vegetables and fruit, decisions to inajeatse dharitity
may be taken twice a week.

0 Special regulation for industrial:rfeedsesh vegbtas and fruit, there is a possibility to assign individual quota shares
upon request from operators who have special needs for processing. Such assignments occurred for apples and
(sugo pelati); for the second case, since 2007 a specia tpenslbfor unrestrictepuota imports. For potatoes,
there is a special tariff quota for potatoes for industry. Strawberries for processing are not part ofrthéntariff quota sy
GIP needed nor imports are counteguedganmports).
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3 Studymethodology

3.1 Overall approach

Quantitative analysis and econometric metlaoelsised within the limits given by the availability of suitablé datasets
empirical assessment of the influence of TRQs on a number of aspects which are especially relevant for providing an
evaluation questions 1.1, 1.2, 2.1, 28d233..

In the study methodology, quantitative descriptive analysis and econometriccomfiecerdeel byjualitative
approachesin order to add depth and detail to the explanation of the observed phenomena. Qualitative approaches are u:
ibckup assessment methodo, when it emerges that some d
econometric methods.

Quantitative analyses for the purposes of the assessment (i.e. for replying to each evaluatieequestied)cave the
framework of an approach based on the following key steps:

1. Study of thatervention logiof TRQs and of the related administration systems.

2. Theoretical analystf the functioning mechanisms of TRQs.

3. Definition of adequate setgitafia, indicatorand (where applicattdepchmarkdor the purposes of quantitative
analysis. The definitiomdicatorsis aimed at reducing the complexity of the several available time series without
relevant loss of information. A numbertiddtipmdicators (see Annex 7.2.5) were identified in order to synthesize th
information on prodsmecific supply/demand conditions (policy indicators), on price gaps between the different leve
the supply chain and between domestic and ricesigiprire indicators), on the structure of imports (concentration
indexes), etc.

4. Processing of raw data obtain datasets which are suitable for the application of the foreseen methodology, and w
properly take into account the numerous spaxficiiming the application of TRQs in Switzerland.

5. lllustration of the evolution of relevant variables / indicators over the period considered for theZfxsE&ssment (200
through seriesgrBphical representations

6. Preliminary appraisal thraigyal inspection of graphical representatjansorder to ideniifif preserit evident
longrun patterns and correlations that link together supply/demand variables, priekdeahdapialidgs, and that
should be further investigated throughallysis of the statistical properties of time series and through econometric
analysis, wherever this is appropriate and feasible.

7. Analysis of tisgatistical propertiesf the relevant time series, through a battery of econometric tests aimed at detectir
the presence and nature ofcautelation; presence of unit rootstatimmarity); presence of ARCH effects (indicating
variation in price volatility); presence of seasonality (where present, seasonality needs to be properly taken into «
presence of structural breaks (for a visual/qualitative association with policy changes, i.e. variation of quotas anc
levels).

8. Wherever the features of the available datasets allow their eqplicatédric estimatiorsse performed in order
to assess the influence of policy variables with respect to supply/demand variables, to the relationships betwe
external and the domestic prices and between prices along the supply chain. The isolation of the domestic m
assessed by looking dofongrun relationship linking the external and the domestic pititeaghvector
autoregressiveMAR)models(in the levels or in the first differences). These relationships are estimated by explic
including policy variablés the model, eithereasgenous or endogenous regressors.

Qualitative analysis was centred on the critical factor analysis and applied in the wider context of the system appro
description in Box 3). Within the context of qualitative analysis, also -degghasenfiemws with relevant experts were
performed to get additional i nformation on sinagdye pr o«
Table 3.1 reports the categories of interviewed experts; the complete list ifmuesdiondinnex (8 7.9).

Table8.17 Summary of performed interviews
Potato sector expert

Strawberry sector expert

Tomato sector expert

Swiss TRQ expert

Swiss TRQ expert // nseator expert

gh|wiN(F

Ot her popul ar approaches in policy evaluation -“ffrocus
di fferenceso designs or through fARegr essi odefintionofcamett i nu
distinction between-ed postreatment and of a level of treatment through an exogenous binary variable. Most of all, they i
the definition of a clear outcome variable onto which treatment effects should be medsemeatuHoofether ghenomena
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that are assessed in the present study makes these approaches unsuitable: the policy variable should be allowed
endogenous variable and to cause a series of multiple effects on several outcome variablebeReshoteseeasmmetric
analysis is based on VAR models, highlighting whenever relevant the endogenous nature of the critical variables.

The following boxes provide $myeheoretical elements of the methodolebich are relevant for multiple evaluation
questions; a more detailed description of the different methods as well as -aib¢bdigquwdstiemts (tools; criteria, related
indicators and benchmarks) are illustrated through a series of tables in Annex 7.2. A detailed description of the me
preliminary questions is reported in Annex 7.2.2., for questions on efficacy in Annex 7.2.3 and for questiorxon efficiency
7.2.4.

Box1i Econometric models and equations

Theeconometric analysgmerformed for the purposes of the assessment are based on two different models:

1.
2.

Mo d e | 1 /

Model 2 Price Transmission Model

oOPolicy Model o

Both models are based on VAR and are relevant for question 1.1 (Model 1) and for questiofMddg| 2)1 and 2.2

a.

The VAR moéeis the starting specification; preliminary tests (in pariticdat, tegtconfirmed that no alternative

specificationfirgtdifference VAR modedgtor error correctioW,EC modets were needed.
Usual criteria (AIC) were followed to select the optimal lags within the VAR models. Nonetheless, in o

rder to mauxi

consistency between the two models and facilitate the interpretatitive afimeswdis,to find a lag order that was the

same orvery close in the two cases the identification of this lag -oedpecially for vegetable prodymsticulg

attention was paid to include the seasonal effects as indicated by the preliminary tests on individual series.

Model 1 is referred to @sPol i cy Model 6 as it aims at ident.i

=

fying

(production and consumer prices) with the change in import volumes and the respective policy-gegitaie (in
imports).This causal chain is different across diffedentsp(in particular, between vegetable and animal prodicts). These
causal relationships cannot be easily and directly derived from estimated parameters, but can still be formally tested in

of Granger causality f&sts
In Model 1, the vectodetierministic components also includes exogenous stochastic variables. Among th

ese, the exte

(foreign) price was included as a further driver of the domestic consumer price. Alternatively, the impodedhin value was ir
the model to take intocamt the changing composition of imports as a consequence of the policy itself. In this case, how
such variable had to be included among the endogenous variables (thus the VAR has an additional equatign).

Mo d el 2 is referredodel
markets.For this reason, the logarithms of prices are used in order to directly interpret the estimated par
transmission elasticity. A perfect transmissiersbbgkiE across markets implies an elasticity close to 1; on the
further the elasticity deviates from 1, the lower the transmission of price shocks.

dsadPitcai msams miassiesrsi ng

t he
ameters in te
opposite, the

For simplicitjpodel 2 combines both horizonfiabm external to domestic maekedsyerical (i.e. across the supply

chainprice transmissianData availability and specific conditions on a certain commodity market implied th
foreign/external wholesale and consumer prices as exogenous variables within the model.

Besides mé transmission elasticitgdel 2 estimation also allows assessing the sequence of movements
shocks Again, Granger causality tests has been used in this respect, as well as the identification of the
VAR (SVAR) model.

e inclusion o

of price
underlying st

The plicy variable enters model 2 as an endogenous or exogenous variable according to the results emerging from

model 1 estimatiofor this reason, and also to better answer questions about the impact of tfe aRQppodiagt

under investigation ttevo models are estimated in sequence (model 1 first and then model 2)

Asymmetries in vertical price transmission are assessed through the estimation of regime switching VAR
regressors that are included in model 2, a regressolyvatcbunts for positive variations of prices is included.
testing the presence and the direction of asymmetries in vertical pric¥.transmission

in which, be
This allows

33VAR (Vector Auto Regression) Model, is an econometric model used to capture the linear interdepeltidén tiee aeesy VAR models
generalize the univariate autoregressive model (AR model) by allowing for more than one evolving variable.
34VEC Modehre preferred to VEC models whenever the considered time ssta@®aegynand cointegrated.
35The Granger causality itestsed to verify which of the considered time series anticipates the others and, therefore, can be considered to cat
others. It ia statistical concept of causality that is based on prediction. According to iGrahgesigaaks®Erangecauses” (or “€auses”) a

signal X2, then past values of X1 should contain information that helps predict X2 above and beyond theimfiastatidwesonitai@exdone.

36The research of asymmetries in vertidahpsicgssion in the Swiss beef supply chain was already performed in a fieeyus, XudFidger,

R., Hediger, W.ransmission of beef and veal prices in different marketin@@bhbnelhere no evidence of asymmetry was found. It is worth
noting that two important differences between the present analysis and the one carried out in El BennihetfaE 20 ared ajs@icbin

Benni et akhould not bietended asmoducer pri¢ior example for consideratiopsicetransmission along the food)chdia present study uses
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Box2i Price transmission analysis

The analysis of price transmissids especially relevant for questions 1.2, 2.1 and 3.1., as it allows to detect the presence

asymmetries and to investigate on the underlyingvfackocan include imperfect competition and market power.
The main types of price transmission isreshane the following:

1. Vertical(input market to output market): it takes place along the supgey tiedinisand concerns the way in whi
input cost is transmitted into the output price.

2. Horizontalorigin market to destination markakes place between spatially separated markets, and concerrj
which the price of a product is transmitted across space.

3. Indirect (product market vs. technically related product markets): it concerns the way in which the ps
transmitted to substitute/complementary products.

Under perfect market competition assumptions, any price shock in a market should be perfectly transmittets ta

ch an

s the way in

ce of a proc

itrenrelated mar
the costs of the technical processes that allow for veditabratad groduct transfer. In this case, price trends would Eveal similar
p

patterns and substantial symmetries in the two markets, although at different price levels. On the contemymthet
would reveal some kinadketimperfeciton, which could derhamong otherfromimbalances in market power of actors

Price transmission is usually analysed according to thefellantidgmensions

a. magnitude or intensity (the extent to which a price variation itrarmsianiketiso another market);
b. speed (how fast a price variation in a market is transmitted to another market);

C. nature (the sign, positive or negative, of price variation to be transmitted);

d. direction (from which market to which marketitreisaraismitted).

Quantitative methodse usually applied in the study of price transmission.

To asseshorizontal price transmissigrlPT: questions 2.1 and 2.2yentidal price transmissidiVPT: questions 1.2 and
VAR or cointegration mo@i4isC) are estimated. To take into account the presence of market power along the foo
asymmetric price transmission could be allowed by introducing a dummy variable into the model in order tawd
regimes (regime swighirfAR). The assessment of asymmetries in vertical price transmission is done by inclu

ence of

3.1)

d chain, how
stinguish bet
ding in the

transmission model a regressor that only measures the different intensity and direction of the price transhukgiensiippiyone le

chain tdie others when positive vs. negative price variations occur.

It is important to underline that when time series of data for different types / varieties / grades of thevsélatdepritiuct are a

econometric analysis is not applied to each of itsskeusemly to the series for the type / variety / grade which wa
prevalent / most representative, as agreed with the FOAG.

Box31 Supply chain analysis and critical factors analysis

Thesupply chain analysisonstit@s an extremely important element of the methodology for answering questions
combination with the analysis of price transmission: see Box 2), as well as to questions 3.2, 3.3 and 3.4.

The supply chain analysis combines qualitative and guarit ve met hods and tool s, i n

(which considers all the individual el ement s foduseson d

three key dimensions which chésaaesupply chain:

1. ltsstructure defined by the number of stages (farming, first and second processing, distribution) and by the num
actors which operate at each stage.

2. Itsorganisationdefined by the linkages between the(dicemtsor indirect control, cooperation/coordination, etc.)
geographical distribution.

3. lIts functioning mechanisms.e. the tools, which allow and regulate the interaction between actors (regulatio

contracts etc.). In the cdndé the evaluation, it is important to consider that the administration methods of TRQ
barrier to entry for certain types of operators in the international trading of the concerned products.

A qualitative method often used in thedraroéthe system approach isritieal factors analysisvhich allows a qualita
investigation on the factors exerting an influence on the functioning of a certain system (or on specifib aspebts d
agribusiness supply chairthélfactors, which are able to exert a positive or negative influence in this respect are ig

5 considered

1.2 and 3.1

t he
¢ udy

f

ber, type an

and by their

ns, agreeme
5 can constitl

ative
o it), whi
entified as ¢

factors. Critical factors can facilitate (promoting factors) or hinder (limiting factors) the functioning spe¢céicteTte(of o

producer price datesstead; b) El Benni et al., 2014 focuses mahatiba between price received by butchers/importers and prices paid by

butchers/importéthey use the whole of the TRQ rent they get to pay fedaitasis a very strong assumption and is precisely at the
themes covered by the present study.
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the same). In the evaluation, the critical factors analysis was applied whenever the available evidencer lzageatititatyellow fo
assessment of the relative importance of each variable in explaining an observed phenomenon.

Box4i Approach to the study of the supply chain structure and of the conduct of operators

The main challenge in the study of the supply chain structure and of the conduct of operators is investigatingatige linkages w
separate entitieshndlifferent weights in the negotiations according to their economic power to act in a coordinated way. In practice
this entails the constructionof ust er sé of o p e whach ean e assumed thaet asalsingbel oyeretme vin

the linkages between them. These linkages can be of vertical nature (between operators at different leve)samidtiué supply che
horizontal nature (between operators at the same level of the supply chain). The issue is of gartibeasseesarad of the
concentration of import floas separate import quotas are allocated to distinct entities which may however act in a coordinated
and of the overall market for each of the products under study, as well as ftmehmistiutty of operators with reference to
management of import flows and competition at the different levels of the supply chain.

A preliminary investigation on the Swifsoagsystem, where two {acgée retailers hold substantial shares ah#sicéoqd
market and control a wide range of other operators at different levels of the supply chains, sugpested Epadoptiain the
construction of .AlldHe operaters under doelct cantpokof eath ofrthesrdeschiig retailers, which ave

been allocated import quotas for the relevant products at least once in the observed period, were identifiedesmbethpigned to
Afclustero. To the extent al | ovugherekpsnded hyeaddmy thei opesators which [aref uadem &
indirect control of each leadingdeafgeretailer (this happens when their subsidiaries exert control over other operators).

In the study obncentrationthe estimation of the aggregatedostiarei mpor t f | ows/ quotas control |l
to assess the extent of the aggregated share controlled by their competitors: if the latter remained sgistantial ptissibheesti
linkages between operators was furtheréxt d al so to those outside the two|above
which can have a significant economic importance. The stodguztaheperators in the supply chain was also focused|mainly on
the |l eadongdéot usted through the study of concentration.

Extremely detailed quaudlitative information on actual import flows and on the administration of TRQs is available from official s
(FOAGQG) for any individual entity to which import quotdlecatedeSach information, when combined with qualitative information on
linkages between operateosirced via desk research (annual reports of the leading operators; company websites; articles in speci
press; public and proprietary databageljargh interviews to knowledgeable subjects (mainly researchers aridadiongedtants)

to perform a wide range of analyses which were relevant for answering questions 3.1, 3.2, 3.3 and 3.4.

3.2 Methodology for the evaluation of the efficiency of TRQs

Question 3.1 focuses oncibsts and benefitsesulting from TRQs for the various actors involved (econéaf welfare
producers, importers, processors, distributors, retailers, consumers, government) and on the possible fimmation and dis

retsamong those actors. The term Arento i s used ian. i ts b
In a nutshell, higher domestic prices resulting from TRQs will bring a negative variation of the surpluspafstiresumers and
variation of the surplus of producer s, whi |l e 38wilhlee Gove

allocated to different actors depending on the TRQ administration method.

The size of the overall rent is funtionuonber of elements: produced, consumed and imported volumes as well as produc
consumer and import prices. In this context, due to a series of limitations (see further in the text), thagresevitlstudy does
an estimation of the overalloretite basis of the above elements. On the contrary, the analyses concentrate on how the re
distributed among the different actors operating at various stages of the food chain, ‘oheytly ittvestiggaiions of the
relationships among tffer@int prices and their evolution over time.

The methodology for replying to question 3.1 is determined, to a significant extent, by the methodology, the results
limitations of the assessment carried out for questions 1.1 and 1.2, inasovide &sseatial elements for answering
guestion 3.1:

1. Nature and extent of the impact of TRQs (and of the related administration megheniswisin@of the
products considered in the evaluation (question 1.1);

37 Economic welfare can be defintxe averall level offinial satisfaction and prosperity experienced by participants in an ecpimothis system
contexeconomic welfare is function of a plurality of factors (distance from a theoretical perfect market, pnets plibdeasaiplyecleain and

by consumers, levels of concentration in the market, information asymmetries, etc.). Generally speaking, TZWe@sraediloenciuggall
competition and through the creation of rents.

38Difference between the domestic price and the worldhgizgwdth tariff, multiplied by the volume of in quota imports (see for example Skully,
2001).
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2. Nature and extent of the impact of TRQs (and of the related administration npratesasral)levels of the
supply chains of the products considered in the evaluation, and in particular on asrticapgmiseon
transmissior(question 1.2)

The overall approach for repl ypotegtialtesi . qU s si con8eptwaef
rent which is present on the domestic mar ket ;sdgaticee TRQ
surplus for consumers; positive surplus for producers; positive surplus for the Government and the actors to which th
allocated)n thiframeworkhe losses for consunaees foundo behigher than the benefits accruing to prahetcénsthe
government al b u d getantial refth ew aunstes otfo tshter etsesr mt hfie unavail abi
representation (i.e. through continuous time series of data with a monthly frequency, as the assetssatemiastitie aspec
1.1 and 1.2 is based on datasets with such features}tsirtberred by the actors involved in the supply chain, and of their
development over time. It remains safe that any available quantitative or qualitative elemeamstoimeunied byeany
typology of actors in the chain has anyway been considered in replying to question 3.1. We will hencefititidocus on the
of the Apotenti al rentdo along the supply chain, which

1. Diffeence between Swiss domestic and foreign prices due to the presence dh&Righer such difference, the
greater the potential rent.

2. Extent of the difference between price leatetlse various stages of the supply chain (e.g. retail pricenice)mport p
The higher such difference, the greater the part of the overall potential rent that the specific stage of the supply
able to capture.

3. Features of vertical price transmission (\W@éWyeen different stages of the supply chain. The rfeneVipas,
the less uniform is the distribution of the potential rent.

4. Structure and concentration at the different stages of the supply Ah@ncentrated structure in one or more
stages of the supply chain, together with the presence ohapeladongdsition of dominance over competitors and
over vertically linked operators at the various stages of the supply chain, reinforce the potential for capturing a
share of any rent which is created in the concerned stages of the supply chain.

The above potential rent can be attributed to the TRQs under study inasmuch the elements at point 1 andh2 above deriv
presence and functioning of such TRQs, as assessed at questions 1.1, 1.2 and 2.1.

The elements at point 2, 3 and 4 areolikelyet been determined by factors that are related to the nature, functioning ar
evolution of the concerned supply chains, rather thapdrysER@sevel,RQs and their administration may have contributed

to reinforce concentration levels in stxggis of the chain and/or the dominant position of spediftb@agbrsoncentration
depends on many other factors than TRQs, the specific nature of the administrationeprdetsd, (@oeddfinated and
consensuBased process) is likelynteentive more or less formalised alliances and partnerships among the operators. T
influence of TRQs on the structure of the concerned supply chain and on the distribution of costs, begafisl, rents is in
under questions 3.2, 3.3 and 3.4nbenwf elements from the replies to these questions are hence relevant for replying
guestion 3.1, and vice versa.

In particular, the following elem&htsh can be characterised eualiiativehare relevant in this respect:

1. Vertical positionthe supply chain of importers which have access teahR3bewvigher actors in the chain.

2. Structure of the supply chain, with special respect to linkages of vertical integration or coordination between act
especially between importdchwlave access to TRQs and the other actors in the chain).

3. Turnover in the arena of importers which have access to TRQs, with special respect to importers in leading positio

As already noted, TRQ administration mechanisms can have an influspeetoattipeiat 1 to 3 ab&ust of all, as
explained above, various actors can benefit frodth the
notably accrue to the Government, if the quota is administered throoghoaotdides, operators, if other administration
methods are used. In addition, the existing 3#&maaures out that if imports are severely hampered, downstream levels of the
supply chain also benefit from protedtticm, in turn, may hinder ditiope In the Swiss context, the high concentration levels

to downstream agriculture and limited access to import quota shares (also due to previous allocation critéria based on
purchases) explain why also competition for import quotashisifigr ffiexfect: imperfect competition not only generates quota
rents, but also additional margins to the detriment of consumers and producers. For what concerns impohogisota allocatio
based on auctions, Joer fomansaucson dodsynot comstitaté an adeisona Huraedn totthke wade;
importers are willing to pay for a quota since they can apply higher prices in the destination country dii¢ghto the limitat
imported quantity. A quota auctioning does nut @ised of imported goods, it only transfers to the state the rent previousl
perceived by market players.

In conclusion, tbembination of all the above elements has been taken into account for replyingite. qgoestion 3.1

39Message of 23 July 2002 on the future development of agricultural policy (Politique agricole 2007), FF 20004404 sseatorzRidions
ofJoerinds study of June 2000 (see following note).
40R.JoerinThe regulation of market access (Die Regelung des Mdtidpeatnitts3sische Technische Hochschule Zurich, 2000
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1. Quant i fyr plhues & odearli viisoug from the TRQ and their admi

2. ldentify the stage(s) of the supply chain whofch ar ¢
all the elements considered in the assessmen

3. To the extent allowed by the availability of the needed quantitatistterigmhangsiantification of the shares of such
Asurpluso retained by each stage of the supply chai

A series of limitatigmevented from the quantification of rent / total surplus deriving from TRQs, the most important one bei
above mentioned unavailability of frequent and continuous time series of data on the costs incurred by tthe actors invol
supply chainther serious limitations refer to the difficulty in elaborating detailed reliable estimates on traded volumes (and
prices) for the different products in a scenario with no border protection. Despite these difficulties, ditietertiastadies and
provided general indications on the order of magnitude of theérestin@iciDhe gain of producer surplus in approximately
CHF 1.01 billion, whidue to efficiency losses associated to border protectiori teattedcost for Swiessumers is
estimated around CHF 1.7 #illidre Swiss price moffifmovides a higher indication of theestriar Swiss consumers as
between CHF 2 and 3 billion.

The key elements of the operational methodology for answering to quettidaddii Anmex 7.2.4.1.

3.3 Main horizontal and product specific indicators

In order to provide a synthesis of the information conveyed by the great amount of data that were made t@aailable to the ¢
by FOAG, a number of sets of indicatoseleeted: these are synthetically described in the following paragraph.

A comprehensive description of the datasets used is reported in Annex 7.2.5, while a complete descriptibthef the limitati
study is provided in Annex 7.2.6.

As a brief summaifithe main horizontal issues encountered in the carrying out of the analysis, the unavailability (or the very
availability) of data on demand for the differentpmslueti as the limited usefulness of data on stocks for products like
potabes and apptesresulted in the necessity to base most of the analysis on production, price and policy data only.

As a second relevant limitation, the availability of some external prices only for shorter timespans wiil ceseetito the peri
by tle analysis (Jan 200Dec 2014) resulted in a limited usefulness of these prices for comparisons on longer periods.

Finally, the availability of only Areferenceowabdugest i c
taken into account in the interpretation of analysis; lack of data for actual market prices paid to Swiss prbducers is in
partially circumvented by the use of reference prices, if the assumption is made that they do not differaiqiocasch from the
which are paid. Indeed, the fact that prices paid for real market transactions are not collected is a sefidre limitation
assessment of the impact of this policy at the various levels of the food chain, and namely for producers.

3.3.1 Policy indators

- Quota fill rate (%atio between the actugjuota imports and the actual allocated import quota for each release
(Import/Zuteilung &6 reported in tlentingentsibersidatasets).

- Inquota import / total ingp@d) this indicatprovides a measure of the share of total imports that is satisfied by in
guota imports. For tomatoes, apples and strawkgrotsijnmports refer to those occurring in the managed period. It
was agreed with FOAG t hiartofthemgmamtagedc periiodg i( ®oNME
separately and were not considerequagarimports.

- Policy intensity policy indicator whose value changes according to the different relevant import regimes, r

specifically:
0 itis equal theinquota import / total ingoHrtratio in the managed period iwipamt quota releases
made;
o itis equal to 1 (one) in the managed periagsbwhport quota releases are (nadé u | | domestic

fruit and vegetables; maximum polisjtyntamy imports at theobgtiota tariffs are possible);

410ECD Review of Agricultural Policies for Switzerland, 2015

42The total cost of supporting prodsioé@roundHF 1.49 billion, taking into consideration the increase in consumer surplus, the decline in payment
linked to current output or input and the loss of tariff revenue.

43Newsletter 04/16, www.preisuatieewadmin.ch/pue/itthome/documentazione/infarmediafnewsletter/2016.html

44Some issues include the factatebd demameere only available for shorter timeframe with respect to period analysed in-#4 4juatyd(2000

only on an annibalsis or thathey are calculated taking into account only some distribution channels.

45 For potatoes, the main limitation was due to the impossibility to distinguish between stocks of table pstatgafoamirestocks) for
processing. Being the present study only focused on the first category, the use of stock eltamisigladivayeHor apples, the main limitation

was due to the unavailability of stock data during the months of campaign (i.e. when the stock movementstowstljomtheenest thfethe

year), resulting in an incomplete picture for tes piithe assessment.
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o itis equal to O (zero) in thenmamaged period and in the PONMP (minimum policy intensity: unlimited impor
at the ilguota tariff are possible).

The policy intensity indicator has beéopdevia order to properly consider the different situations which result from th
administration of the TRQs under study. Note that, for the meat products and for potatoes, a higher policy i
corresponds to a situation in which more impooweatdifithere are no quota releases, the verydiiglotaut

duty applies), while for fruit and vegetable a higher policy intensity corresponds to a more severe limitation of in
there are no quota releases, the TRQ is not administered).

For bef, an additional specific policy indicator was developed to take into account the different size of import
releases: in this case the indicator is equal to 1 in case of quota releases equal or higher than 400 tons, and equ
case of smallexleases.

A complete description of policy indicators is reported in Annex 7.2.5.1.
3.3.2  Price indicators
A complete description of price series and price indicators is reported in Annex 7.2.5.2.

3.4 Applied methodology for the reply to evaluation questions

3.4.1 Question 1.1: impact on domestic markets

What is the impact of TRQs on imports, production and consumption?

The reply to this question is based on the use of a combination of methods. Impacts on consumption werehaot analysed
above mentionedit@in the data on demand (limited timeframe and frequency).

Visual inspection of graphical represemtatioresseries of the relevant variables was systematically performed as a prelimine
step for all products.

Adescriptive analysis through afgteofgsten the means of the relevant variables (tosaidptomestic production) under
different policy regimes (when import quota eeteasade and when the import quota releases made: for tomatoes,

apples and strawberries the tatbelition also applies in thenaoraged period and in the PONMP) was then performed. This
kind of analysis did not seek to make any inference on the causal relationships between the variablesdeaiteioit provided e
the significance of the difiees of the means under the different policy regimes from a statistical point of view.

For the productbeef, porkfor which it is not possible to distinguish systematically between periods with and without import
releases, a different and ptegecific approach was adopted.

Forbeef the assessment was conducted by making a distinction betwa8£y taecdopm2007 periods, in order to assess
the effects of the change in the quota allocation system (introduction of auctioningablemogesd! found to be
characterized by a trend (see Annex 7.3.3), the testing procedure wadrappléettimelseries. In addition, an analysis on
smaller vs. larger quota releases was conducted.

Forpork a distinction between2f@9 andgst2009 periods was used, because starting from that year the administration of th
policy was much stricter (i.e. import quota releases have been less frequent). Since all variables wereifmehbyta be charact
trend, the testing procedure wiédisdipp dérended time series (see Annex 7.4.3). In addition, the analysis was also conductt
only with reference to the period from 2009 onwards, by distinguishing between periods with and without.ifitp®rt quota rels
series considered for thisyaisawere not-trended.

The statistical tests used for this assessment were the Ylaimdiwo Samptedtand the neparametrigvilcoxon rank

sum test with continuity correetlmre the latter requires no assumptions on the nornadity disthibution. When the two

tests suggested the same evidence, no test on the normality of the data was conducted. Differently, whemever the tes
provide the same evidence, the results of the more appropriate test were considseretiihenrésultmsif the test on the
normality of the data.

Finally, inference based on the result®eaf ann o me t r i ¢ moththelihked( the pality iinteysity ramd dhe Imarket
variables was applied, in order to assess the role of thkipotispent.

3.4.2 Question 1.2: impact on domestic prices

What is the impact of TRQs on import and domestic prices at the various stages of the food chain?

35




/
2y =Y » Research |
l ( &Consulting
, s in Economics

Policy evaluation of Tariff Rate Quotas

Visual inspection of graphical representations was performed for a preliminaryralgwaisdinoé theries.

A descriptive analysis through appropriate tests on the means of the relevant variables (domestic consumer price,
wholesale price, domestic producer price, import unit value) under different import regimesw(jieoiodsnpiiht goudta
releases: for tomatoes, apples and strawberries the latter condition also appieEsagetti@enod and in the PONMP) was

then carried out. This kind of analysis did not seek to make any inference on the causaleelativastspalies; it rather
provided evidence on the significance of the differences of the means under the different import regimesfroin a statistic
view.

For the productdeef and porkfor which no systematic distinction betweenwtriatisl without import quota releases
applies, a different and presfheatific approach was adopted.

Forbeef the assessment was again conducted by making a distinction beR@®dnathe peBO07 periods (to consider the
switch to partial aoiing). Since all variables were found to be characterized by a trend (see Annex 7.3.3), the testing pro
was applied to-ttended time series. In addition, an analysis on smaller vs. larger quota releases was conducted.

Forpork the distinction Wween the pi2009 and pe2009 periods was again used to assess the possible effects of the strictel
import regulation applied from 2009 onwards. Since all variables were found to be characterized by a tretite(see Annex
testing procedure wasduted on deended time series. In addition, the analysis was also conducted only with reference to
period from 2009 onwards, by distinguishing between periods with and without import quota releases.

The statistical tests used for this assessreethievwmrametidelch Two Sampledtand the neparametrigvilcoxon rank
sum test with continuity correutlmre the latter requires no assumptions on the normality of the data distribution (see abo
the text).

The final step in the assessmens based on inference from the results of
linked the different prices and some other market variables in order to assess the price transmission alamghthe supply ct
context of question 1s? #ihe presence of asymmetric price transmission was assessed for beef and pork trough specific adc
econometric models.

For fruit and vegetable produstgere the limited series of data did not allow the use of price transniiiséoanakgidel
was based on visual inspection of price series at the different stages of the supply chain and on thevevghpmn of the relati

3.4.3 Question 2.1: impact on doniegtidd price differentials

What is the contribution to existing price diffieedéntals domestic and world prices? Is this difference lower-dia
guota tariff?

Also in this case, the visual inspection of graphical representations of the relevant variables constitupeih ahpreliminary s
assessment. This was folldwed descriptive analysis through appropriate tests on the means of the relevant variables (
between foreign price and domestic prices) under the different policy regimes (periods with/without impert quota rele
tomatoes, apples and strawbéneestter condition also applied in #meanaged period and in the PoONMP). This kind of
analysis did not seek to make any inference on the causal relationships between the variables; it rather ginevided evider
significance of the differentcaneans under the different policy regimes from a statistical point of view.

The main challenge for the assessment isghe aon| abi | i ty of proper Aworl d prices:c
overcome such limitation, prices a¢ndiffevels of the supply chain in neighbouring countries (external prices) had to |
considered. Al so the figate priceo at the Swisesprdxypyr der

was found to suffer from a nunfithenitations, above all itsrapresentative nature in periods when only extremely limited
volumes of the concerned products are imported. An ispeefaxdt pyoduct comparability (comparison between prices for
different typologies / grades aftairceroduct) also emerged for some of the products covered by the evaluation. All the ab
issues limited to a certain extent the robustness of the results of the assessment, sometimes impeding thesfeemulation of
replies for this questiothigicontext, important additional evidence was provided for all products by an analysis on the volun
outofquota imports, assuming that negligible or very low volumes indicate price differentialfsybetawvtattiié @utother

terms, a ptrective enough -afguota tariff).

The following price gaps where investigated:

1 Domestic producer prioeeign producer price
1 Domestic wholesale prfoeeign wholesale price
1 Domestic consumer prfoeeign consumer price

For the products for Wliiavas impossible to systematically distinguish between periods with and without import quota rele
i.e. for beef and pork, a different and gpmifat approach was adopted.
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Forbeef the assessment was conducted by making a distincticghebpte®®€Y and pe2007 periods, in order to take into
account the effect of the introduction of auctioning of import quotas. Since all variables were found tosbtrestthracterized |
(see Annex 7.3.3), the testing procedure was condudtedled time series. In addition, an analysis on smaller vs. larger
guota releases was conducted.

For pork, the distinction between t88Q&eand peR009 periods was again used, as import quota releases have been less
frequent from 2009 onwards. Sivegiallles were found to be characterized by a trend (see Annex 7.4.3), the testing procec
was conducted onttended time series. In addition, the analysis was also conducted with refere2@@Stpenegosty,

by distinguishing betweendseviith and without import quota releases.

The statistical tests used for this assessment were the \Waalamdiwo Samptedtand the neparametri@/ilcoxon rank
sum test with continuity correutfere the latter requires no assumptionsamtiiy of the data distribution (see in the text
above).

The final step in the assessment moved from the results of econometric models on causality relations and impulse respon:

3.4.4 Question 2.2: impact on price stability

What is the contribution toestldshestic prices?

In order to reply to this question, the preliminary appraisal through visual inspection of graphical repsesestations of time
prices was completed by a descriptive analysis based on the comparison of the coeffi¢@visobthvaniatevant variables
(domestic and foreign prices) and on appropriate tests on theltemjiafibescomparison of the CV did not allow to assess
the significance of their difference from a statistical point of view: this estingltine dijfférence between the variances of

the series of domestic and foreign prices. Nevertheless, it shall be noted that the variance of the domibstie price series
higher simply due to the fact that Swiss domestic prices have a haghdrenfeesigh ones. For this reason, the focus on the
CV provided a useful complementary information to the results of the testaimisguferaf tfie variability of a sample
without reference to the scale of the data.

3.4.5 Question 2.3: impacadaquate provision

What is the contribution to allow an adequate provision of domestic markets?

The reply to this question is based on a combiathext i on
complex concept which was defireedombination of:

the absence of product shortages (which would be signalled by a lower frequency of price spikes in Switderland than i
markets);

a balanced origin composition of imports (which should better guarantee supply sedreitelphgolarised one,

relying on a single dominant country);

the absence of conditions (underutilised import quotas, especially in case of important transfers of the same among «
and significant volumes cbfaptota imports by operatorsathate i | o ¢ k eqiliotadmpbrotrade)f whichtceuld i n
suggest the threat of market rationing by importers.

As per the first pomtjescriptive analysis through appropriate tests on the means of the annual number of peaks in domes
foreign caumer prices was performed for the purposes of such assessment. Peaks in prices were identified as those obs
above the expected value plus one time the standard deviation. The statistical tests used for this assessrmgnt were the |
Welch Tav Sampletestand the neparametrigVilcoxon rank sum test with continuity comdetienthe latter requires no
assumptions on the normality of the data distribution (see above in the text).

Concerning the analysis of the origin of imports, detiacommipexporting countries was performed on two years for each
product, with the objective to understand the relative weight of each country on total imports and its levolutidreas well as t
of total supplying countries and their evolution.

Theopportunity to perform the last analysis was tested for all products and it was finally performed for potatmes and tomat
only for these products the simultaneous presence of different elements was identified in some years, namely:

1 Quota fill ras of the main players/gainers of import quotas significantly4aelow 100%
1 Significant inward amount of trade of import quotas for the $&me players
1 Relatively high weight cbégtiota imports by other pl&yers

46 This was not observed for beef, pork, apples and strawberries
470bserved in all the products apartraaimesties
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The above parameters were analysekebfted yearsith the objective to understand the potential threat of market rationing by
the leading importers.

3.4.6 Question 3.1: rent and rent distribution

Which costs and benefits result for the various actors involved (economic welfarémpfopiensueosessd
distributors, retailers, consumers, government), taking into account the relevant characteristics of worlds&r]
In particular, what can be said about the impact on farmers vs the impact on the downstielmeirtdLestise, W
how are they distributed?

[The produspecific TR&@dministration methods and changes therein over the years shall be taken into accoy

- Beef : changes in the administration method (auctioning, domestic purchases); relesdy foir thieeTH
tariff lines

- Pork : auctioning; release of the TRQ only for carcasses

- Potatoes : domestic purchases; opening of the TRQ limited in time (only a few months)

- Apples:twper i od systofmepawdobhhpehbotofiout

- Tomatoes, strawlesr tweperiod system; TRQ releases with weekly frequency]

An indepth analysis of the Swiss supply chain of the products under analysis was performed with the objective of estim
concentration of imports.

As a basis for these analyses, a mapgiegdifferent players and of their positioning along the supply chain was also perform
together with an analysis on the main groups/conglomerates operating in the Swiss market and their compigsition (parent ¢
subsidiaries, partners, ottaiedecompanies, etc.).

Groups of individual importers and/or import quota holders can act in a coordinated way due to linkages nfjvarious natt
them. The first st ep idustdrilge oafn ad yrsu mb ehterafenevensdeishinkagesead! |
could be detected. The strongest (and relatively easy to detect) linkages derive from financial control dhan operator b
operator. Investigations to detect such linkages were carried out:

9 starting from Annual Repogshiitly listed companies, which provide a detail of controlled subsidiaries;
1 through web searches foilinted companies.

More details on the adopted approach for clustering are reported in Annex 7.2.4.1

Two types aoncentration indexesere used ithe assessmer@oncentration ratios (CRajdHerfindahHirschman
indexes (HH)or a complete description of the indexes and a numeric example of their application, please refer to Annex 7

Considerations on the domestic market structurerfoetihedcproductespecially in terms of dimension and of concentration
of players were also developed, in order to put the structural analysis of imports in the proper overall context.

Additional elements for the assessment were drawn from guesstiensstd (1.1 and 1.2) and 2 (2.1, 2.2 and 2.3) and from
additional quantitative and qualitative evidence, according to the methodology illustrated in the previous paragraphs.

3.4.7 Question 3.2: impact on import composition

Which is the impact of TRQs atieipfadministration method on the structure of imports (effect on the prig
composition of shipments, structure of importers)?

The analysis carried out for question 3.1 was further detailed by estimating the levels of concerstagies it thiéfere
process leading to actuquista imports, namely:

1. Initial attribution of quotas (according to the various allocation methods).

2. After exchanges of quotas between importers; for fruit and vegetable products, both rounds of trade were consid
itrade in percentagedo, which takes place before th
which taleeplace before imports occur, when quotas are released).

3. Comparison between the final quotas (after trading) for each importer and the respestavienpciaal in

An analysis on the main purchasers and sellers of import quotas for eacisprpdutirmasl for 1 or 2 reference years, with
the objective of understanding the main flows of quota exchange and the way in which they depend on impaof volumes, m
of import quota attribution and stages in the transition towardsamdagetitmallocation system.

480nly observed in potatoes and tomatoes.
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In addition, for meat products concerned by the switch from a quota attribution system based entirely onadamestic purct
system based (fully or partially) on auctions, an analysis on the entire period covertgshb2 &0\l was performed

with the objective of estimating the impact of the switch on the number and the relative importance (badhgunotaisms of assig!
and in terms of actual imports) of the operators impating in

Finally, an analysis the main countries of origin of the import of the products under study has been performed, with the ot
to appraise the relative importance of different countries of origin for the Swiss market and to appreadiaperfare how their
has chnged in the last years.

3.4.8 Question 3.3: impact of market structure on rent distribution

Does the Swiss market structure (not perfect competition) influence the distribution of costs, benefits, rents

The answer to question 3.3 was mainly based orstloé pesulbus questions (1, 2 and 3.1 and 3.2) plus qualitative elements
deriving from interviews and literature. Some assumptions on the presumable influence of the Swiss market structul
distribution of costs, benefits and rents were dewtlogaganed with the available evidence.

3.4.9 Question 3.4: impact of TRQs on market structure

What is the impact of TRQs on the development of the market structure of the food chain / on the vertical
Do they promote the formation-cbnpatitive market structures? To which extent?

The answer to question 3.4 was mainly based on the findings of previous questions (1, 2, 3.1, 3.2 andl8Bgplsis qualitative
deriving from interviews and literature. In addition, both therarmalysisert pl ayer s6 posi tioning
mapping of the main groups/conglomerates provided useful elements to appreciate the potential formation
alliances/partnerships along the supply chain (both horizontally and vertically).

3.4.10 Quesion 4: proposed changes

In light of the answers provided unde®®Mwhich changes could be proposed in the existing TRQs system {
efficacy and efficiency?

The answer to question 4 was based on the key findings of all the presjaswekstioon the results of the comparative
analysis of TRQ administration methods in Switzerland and in selected third countries, as reported in § theConsideratio
main achievements and weaknesses of the each administration system therégmadethe most significant differences
emerged from the comparison, with a view to highlighting the potential effects of and/or threats/limitatiodi§f¢éoeihie adoption
mechanisms for TRQ administration in Switzerland.

39




/
2y =Y » Research |
l ( &Consulting
, s in Economics

Policy evaluation of Tariff Rate Quotas

4 Reply to evalumin questions

4.1 Reply to preliminary questions

4.1.1 Replyto Q 1.1: impact on domestic markets

What is the impact of TRQs on imports, production and consumption?

41.1.1 Beef

The answer to this question is maimliylbasedtonpede, dbi
importance in terms efuota imports within thegsoip 5.71 and becaiisgue to changes in the product classification
occurred within TRQ 0Ballowed consistent analyses on the whole considered p2@idd)(2B@0notwithstanding, also the

other product groups which are relevant for filling TRQ 05.7 are considered, to put the relevant evidenke irhteeproper con!
groups afé

1. HQB: High Quality Beef / sirloin strips;

2. Pistolas: Pistolas (hindguawithout flank and shank) of cows, for processing;
3. MFP: Meat of cows, for processing;

4. CFP: Carcasses and-tai€asses of cows, for processing;

5. Other beef: Other preparations of beef rmzfaf,iotat.

It is important to underline that Switzedanddifufficiency ratio of more than 80% for beef, with seasonal vauiations. In
imports of beef mainly concern fresh and chilled carcasses and prime cuts.

Visual inspection of graphical representations

Visual inspection shows an increasingftdemdestic production of beef over the considered period, whereas imports of HC
(regulated through TRQ administration) have been rather stable (Figure 4.1). The administration of the TRQ is likely
contributed to the increase of domestic proitwotigh the protection from international competition it has granted to domest
operators at the different levels of the supply chain (through a combination of extfemety hagiffoand of management

of import quota releases).

In order tgive a more comprehensive view of the imports of beef, all the products object ¥nbedeiaheationsidered

(Figure 4.2). There has been a remarkable increase in the cumulated volume of imports of beef products @mvered by the
the canposition of imports has greatly changed over the period considered for the assessment, mainly due to the growth i
of certain products (imports of other products have remained fairly stable, or have decreased):

1. I mports of ChafcamnMmcCascassefs amws for processingd ha
and now are by far the most important in terms of volume among the products considered. The corresponding de
i mport volumes of % Meathttriufabledcoawlsange ih the clagsificatioresystem.ntdnas toibe
underlined that these imports still allow an important part of the value chain (portioning / further progessing + dis
to be managed domestically by Swiss operatrsluEhtio the fact that, in presence of an increasing demand for these
products, the tariff for the import of carcasses for processing is lower than that for other cuts and, @sthe other sic
industry needs to use its production capacity.

2. Asoimprt volumes of Other beef, iAot her preparations
from 2006 onwards. This phenomenon deserves an explanation, as it has had policy imjofcatiotzs duitye out
for HQB is extremely higb the very limited volumes effguiota imports (Figure 4.3) clearly show. As a
consequence, raw meat started to be imported out of quota (i.e. without volume limitations) under tariff line 16
(AWegrzfleischo), by efmmeessingn (gsuallyriie yadditon of ipagppern inman attengptr t@ «
circumvent the tariff protection grantedbto HQB

49For a complete description of different product categories, gatieedist of acronyms and definitions at the beginning of the document.

50 Produespecific information to be considered for a correct understanding of the graph are reported in the list dfiacsoalypagant! tefin
addition, product@®t her preparations of beef meat, out of quot addbwdres i ncl |
included in product 41 (which is out of the scope of this study); as a consequence, data for imports ohprodsicieddédivetimeperiod-2000

2011, and data for imports of product 45 have been considered for tH20gdriod 2012

51 Tariff line 1602.5099 includes many other types of meat preparations (e.g. granulates), and until 2012 wastelbydedottitin sep

ficonsKICRedsco@,h(i ch f al | outside t he sc opHKC RrdductAihechsmstead witlantthe scope ofa nd i
the evaluation). I'n 2013, due tmebheée, abhosepmenfionesdaitnsteast &k
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Figurebli Annu al evolution of total i mports f or Iftdkchsy R00Qu al i t
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Figuret.21 Beef: annual evolution of total imports of products vettéstaat for the evaluation;Z00
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1602.5099, thus creating a separat e pKIORradect grogprdB)is impliés Ghatlofguota pr ep ar
i mports of dnmoebe preciselyddentifiecapriar to 2013 (no specific statistical key within tariff line 1602.5099): aazording to FOAG
anyway be assumed that they constituted a big part of imports under tariff line 1602.5099, and that thejsvierméncitetesticalikey 914

(KICProducti,ot her beef than canned beX%éfpotnpta28assvell meat granules, flour
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Figureb3TAnnual evolution of total iquotauesroofguota impofitd2a80td. Qual i t y
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Releases of impguotas for HQB have regularly been made all year round, in every month of the period considered
assessment: only the total allocated volume for each release of import quotas has varied.
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Statistical tests

The results (see also Annex 7.3.3) show that thef diff e
import quotas are allocated for HQB is statistically significant (at a 1% significance level) both for totatdmports and
production. Consistently with the extremely limited importefgaucbdua | mport s, t he mean of t
releases are made is higher than the mean of ttatoml i mp
plays an important role in determining the total volume of imports of HQB.

The volume of allocated import quotas for HQB is very limited if measured against total Swiss productioofof beef: the
statistical tests (comparison of meaastdbfipc t i on vol umes for Al arged vs. fAsmal.l
evidence for the assessment.

Results of the econometric policy model
The econometric policy model is based on the following variables:

1 Domestic Production (in tons)

1 Domestic consumer price (in CHF/ton)

1 Total impain tons) / Policy Intensity indit@edefined at § 3.3.1)
1 Import unit value (in CHF/ton)

Figure 4.5 summarizes the results of the Granger cadsaldyofetste impulse response fumébiobef (further details as
well as the complete set of results are reported in Annex 7.3.4).

The assumed causal chain for-M®Bh was suggested by the available information on the process which leads the supply ¢
actors to request the release of iqumias to FOAGwvas confirmed by the Granger causality test. From interviews with
independent experts and as foreseerSichthehtviehverordn(@laughter Regulation), it emerged that the volume of import
guota releases to request to FOAG is ducithedintdaranch organisation Proviande (i.e. through concertation among the
supply chain actors) taking into account the balance between domestic production and market demand, as this mainly ¢
domestic prices. Volumes of quota releasesemteddq an extent that prevents negative impacts on domestic prices.

As for the impulse response function, the results showed that a decrease in domestic production results @stam increase o
consumer price (this is clearly consistent witbanaokeics). A direct correlation (even if less strong than the previous one) wa
found between increases in domestic consumer price and increases in imports: this is also consistent withamarket econ
country which is not-sefficient for HQ@)d with the rationale of TRQ administration for this product (increases in domes!
prices are usually related to a tighter supply/demand balance: imports are then needed to avoid leaving a part of the
unsatisfied).

The inverse correlation foutvdelea total imports and import unit value might be explained, at least in part, by different volum
import quota releases (which have a strong direct impact on total imports volumes), also considering theavtikble informa

process behindweg st s of i mport quota releases. Whenever fdsmall
specific fiemergencyo needs and/or to the need or§y, i mpo
il ar ge taseewo tcaanr ehlee reasonably |linked to tighter suppl vy

HQB are needed to satisfy the demand.

520n the basis of how policy intensity was defined for HQB, total imports and the policy indicatssusystextaticedly similar values (due to
negligible cotquota imports), and are hence considered as a single variable (only total imports were included in the econometric models).

53 The Granger causality test is used to test the null hypotl@rsisgef rmawusality. Therefore, a significant result of the test indicates that the null
hypothesis of no Granger causality between the two variables should be rejected.

54 An impulse response function describes how shocks to a system of equatceguatiecistbesr time. The IRF graphs show theamigpct (y

that a shock at time t on a variable causes on another variable at difizignt lagm¢ts are significantly different from 0 when the area included
between the confidence intevedsribt include the valueaXi).

44




/
2y =Y » Research |
l ( &Consulting
, s in Economics

Policy evaluation of Tariff Rate Quotas

Figuret.57 Summary of results from econometric policy models

Assumed causal chain Granger causality test Impulse res onse\
function

Import Unit Value Consistent with
O assumptions in
K / K the causal chay

* Direct causation identified at V lag

Domestic
production

Domestic
consumer price

Total imports

L

Source: Areté elaboration

In conclusion, import volumes strictly depleaddministration of the TREncele factdhere are no out of quota imports

due to the height of the out of qugtalrdjutota imports volumes are, on the other hand, determined by the extent of quot
releases made by FOAG upon request of supply chain actors. It also emerged that such requests are made in a way t
avoid oversupply of the market. The adtiomisfrthe TRQ for beef has at the same time allowed an increase in the import
products (espectattbtgssfearobssewsahdr hptbcessingo) whic
be managed domestically by Swisooperat

As for linkages between the administration of the TRQ for beef, on one hand, and domestic production and demand, on
hand, it emerged thias more the administration of the T@Qparticular the volume of individual quota releiabés)
determined by the situation of domestic production and denaéinelr than the other way round. Visual inspection suggests
that the administration of the TRQ might have contributed to the increase in domestic production of beehtfoough the prote
international competition it ensures to Swiss operators.

41.1.2 Pork

The focus of the evaluation is on the followingproducts

1. HCS : Haffarcasses of swine
2. MoS : Meat of swine.

It is worth reminding that the Swiss production of pork nearlyotalgreftldomestic market needsufigliency ratio of

over 90%). Quota releases are limiteectodedfest o b et t er meet the domestic indus
the value chairand are mainly aimed at stabilisingtosuggply and prices. Interviews with industry experts highlighted a
process leading the supply chain actors to request the release of import quotas to FOAG which is very giitmddr to the one
for beef, i.e. concertation within thierarieh oemisation Proviande.

Visual inspection of graphical representations

The graph at Figure 4.6 shows that the variations in total imports of pork often correspond to opposite wariations of
production (this is especially evident in 2004 and&80&n 201 3): this is consistent with the role of imports outlined above.

55For a complete description of different product categories please see also the list of acronyms and defigitid tiseadi dceineginn
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Figurel.61 Annual evolution of total imports (carcasses + meat + processed meat), exports and domestic production of pot
2014.
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Import dynamics of the three product groups considered (carcasses; meat; processed meat) have been ratlier similar ov
the concerned period, but with an increasing relative weight of imports of processed meat from 2009 orfimardst tke so c:
cycleodo is also visible in Figure 4.7, wi t h peatkdshei n i m

absolute value of imports, lower in th202@08eriod with respect to previous years.

Figured. 71 Pork: comparison among total imports of carcasses only and total imports of carcasses plus meat and process:
20062014.
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Outofquota imports of carcasses always have a negligible importance, and astitaitddlly pmfets for the most part
(Figure 4.8).
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Figuret.81 Pork: breakdown of total imports of carcagsets rs. oofquota imports, 260014,
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Figuret.97 Pork: evolution of import quota releases, totabfitqadsses, domestic production of pork -D2/2004.
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The most noteworthy development to highligidrmirtis¢ration of the TRQ is the reduced frequency of import quota releases
for carcasses from 2009 onwards; this has to be related to the decline in overall imports of carcasses from the sar
onwards (Figure 4.8), and also to an increase in moohestion vésvis a stability of domestic consumption. The greater
volumes of import quota releases tend to coincide with periods characterised by lower levels of monthlytheoduction, i.e.
supply/demand balance is tighter.

Statistical tests

Theassessment was first conducted by making a distinction E20@8em@dnee2009 periods, since TRQ administration

was much stricter starting from that year (less frequent import quota releases). A statistically significant differenc
significanckevel) in the mean volumes of total imports between the two periods emerged from the tests: the mean o
imports from 2009 onwards was found to be lower than the mean of total imports before 2009 (see also Annex 7.4.3).

No significant difference imstead found in the volumes of domestic production in the two considered periods, this seem:
confirm that changes in TRQ administration, and in the relative amount of imports, are due to changes in domestic con:
(lower per capita consumptiti@rrdnan in the domestic supply.

In a second step of the analysis, only the period from 2009 onwards was considered, and the difference in mean betv
variables observed in periods with and without quota releases was analysed. Such difference was found to be stal
significar{ait a 1% significance level) for both total imports and domestiseecalsctidnnex 7.4.3)

The mean of total imports in periods with quota releases was found to be higher than in periods without quota releas
suggests that TRQ admingtragriously limits imports when no quotas are released (an extreroédydiigtaoiit
actually applies in such periods).

The mean of domestic production in periods with quota releases is lower than in periods without quota releases. This ¢
the recourse to import quota releases in situations when domestic production is insufficient to meet theicleisand, a finding
consistent with the policy rationale outlined in the introduction.

Results of the econometric policy model

The econometrialipy model is based on the following variables:

1 Domestic Production (in tons)

1 Domestic consumer price (in CHF/ton)

1 Total imparin tons}/ Policy Intensity indicator (as defined at § 3.3.1)
1 Foreign wholesale price (in CHF/ton), as exogenous variable

Figure 4.10 summarises the results of the Granger causality test and of the impulse response functionl$oagork (further c
well as the complete set of results are reported in Annex 7.4.4).

56 On the basis of how policy intensity was defined for the Baktagrimdports and policy indicator are considered as the same variable and
therefore total imports only were included in the econometric models.
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Figuret.10i Summary of results from econometric policy models

Assumed causal chain /Granqer causality test Impulse res onse\

Domestic function
ntion
T ausatior

Domestic
nsumer pri — —
consumer price not statistically not statistically
significant significant

Total imports

@.@

P Internationgl s Consistent with
T e s @ assumptions in

\ / the causal chay

* Exogenous variable

Source: Areté elaboration

The causal chain hypothesised in the policy model for pork was confirmed only in part by the Granger causality te
relationship between domestic production asticdmnsumer price was found to be statistically significant, while the one
between domestic consumer price and policy intensity / total imports (these two variables can be mergetbin a single on
negligible cotquota imports) was not. Thisl dmiexplained by the limited frequency of import quota releases from 2009
onwards (which reduced the number of available observations) and by the decreasing role of imports in determining the
between supply and demand of pork on the Swisgadd#iteal elements impacting the relationship between domestic
consumer prices and total imports are seasonality and sales promotions, the latter planned months in advance (and t
fixed), and the fact that, on the opposite, import quotaesdt@sedexided at short notice.

As for the impulse response function, the inverse correlation between domestic production and domestic consumer pri
found to be solid, consistently with the economic theory.

In conclusiomport volumes strictiiepend on the administration of the TRQ for, porkede factdhere are no out of

guota imports due to the height of the out of quotgudtayiniports are determined by the extent of quota releases made by
FOAG upon request of supply chain aitos,view to avoiding an oversupply of the market (the frequency of import quote
releases, and the volume of imports, have greatly decreased from 2009 onwards, due to changing conditions in the c
market, e.g. the reduction of per capita doonmesticption).

As for linkages between the administration of the TRQ for pork, on one hand, and domestic production and demand, on
hand, the assessmemind in particular the results of the statistiGashested thidttis more thexdministration of the
TRQ(frequency and volume of quota reledses)is determined by the situation of domestic production and demand

rather than the other way round. The administration of the TRQ has actually been adapted to the chathging condition:
Swiss market for pork, with import quota releases mainly serving the purpose of stabilising supply in periods when ©
production was more limited.

4.1.1.3 Potatoes

The evaluation focuses on table potatoes: potatoes for processing, potatogaogatttaaslase outside the scope of
the study.

The rationale of TRQ administration for potatoes takes into account their storage possibilities. In Switaegland, imports
potatoes are needed when the harvest of domestic potatoes is latef Tie gteciais campaign usually last until the
beginning of the subsequent one, and therefore only early potatoes are imported in most years. The number of impo
releases per year is usually limited; every year there is at least one openiagkit assess for a base quantity of table
potatoes according to the @&fdement. This quantity is the same every year. Additional releases may be needed accord
to variations in domestic yields, or when the quality of the Swiss produttést bhoas market requirements. Information
sourced from interviews with experts highlighted that the process within SWISSPATAT leading to decisions concerning
for additional quota releases is a conbassdsone: supply chain actors must adogngte the estimated extent of
prospective domestic yield, consumption, and stock depletion to make their requests to FOAG.
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Visual inspection of graphical representations
The most noteworthy trends emerging from visual inspection (Figure 4.11) are:

1. an evidnt increase in both domestic production of potatoes for human consumption (from 2006 onwards) and in ¢
of packed table potatoes for retail only (from 2004 onwards);

2. anincrease in imports of table potatoes (mostly constituted by early 2é@Soas)vaoia.

Figure4.117 Annual evolution of total imports of table potatoes, exports and total domestic production of potatoes for h
consumption and supply of packed potatoes for retail20iy}. 2002
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There is a clear prevalencemfdta imports (Figure 4.12%fguibta imports (especially those in other packings) usually
have a limited importance. It is worth noting thatchigteeimports in some years are due to temporary increases of the
volume covered by the concerned TRQ, upon request of sest(adufigoatrquota releases).

Figuret.12i Breakdown of total imports of table potajoeta ws. cofquota imports, 268014.
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The graph at Figure 4.13 highlights the role plagedtayirimpts (which are usually constituted for the most part by early
potatoes) in completing the domestic supply of packed potatoes for retail.
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From 1999 until 2008, the TRQ was opened from Mare¥ayntihnoidier to take into account the néwedqgtiotto
Egypt, it was decided to extend, as from 2009, the petfdiomady until the end of May. In 2010, due to late delivery by
Egyptian authorities of documents pertaininfreée pesas, the TRQ opening was delayed ahilebbuary.
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Figure4.137 Evolution of in quota import/totaldroptable potatoes, total impdrtable potatoes, supply of packed potatoes for retailers, and domestic production of potatoes for hu
consumption, 01/24@32014.

100% 18 000
90% 16 000
0, \
80% T/—/— 14 000
70%
12 000
L 60%
8 10 000 ,
c
e 50% é
@ 8 000
& 40%
6 000
30%
" A 4
20% N ) Y ) ) , . . /" Ill 4 000
o \ - 1 \ - ’ 1
\ / [} \ 1\ / 2 \ |\ ! \ -~ ! |
0% 7 e 1N I ‘l - P , l’ ' 1 2000
[ Y A \ ! ! 1 /
1 \ \ 1
0% _, \\__~I \_J \a “__/ \ (= \___/ \‘__zl \__,l \__,’ SN_ ! L —— 0
1o} o © © N~ N~ [ee] © ()] ()] o o — — 9V} N ™ o™ < <
$888S8388858555555388335833883352539 95050000880 Ya00338533I35T
cLisasceiisasclisasciisasclisascsisasclisascisasclisascsisas
C © QOO QO ® O QO ®C T m® QO ®T®©m® QO ®©m© QO ®T®C QO ®GCm® QO ®CTCm© QO ®T®©m© L O
In quota import / total import (%)—— Supply (packed potatoes for retail only) = Domestic production of potatoes for human consumption )= Total import (t)

53




,
~at g Research

i € { &Cionsulting

Y /in Economics

Policy evaluation of Tariff Rate Quotas

Statistical tests

The volumes of total insoe significantly different in mean (at a 1% significance level) in the comparison between perit
with import quota releases and periods without releases (see also Annex 7.5.3). The mean of total imports in perio
releases is higher than in pewiitisut releases. This result is consistent with the application edfguatsh tariff

whenever no import quota releases are madqu@atimports in these periods are usually limited.

The volumes of domestic supply of table potatteis (flmonthly volumes of table potatoes at the exit gate of packing firms,

net of volumes of imported potatoes) are also significantly different in mean (at a 1% significance levethbetween peri
import quota releases and periods without rEleasesan of domestic supply volumes in periods with releases is lower than
in periods without releases. This suggests the recourse to import quota releases when the availability edemestic table

in packing centres becomes limited due to @&tandand/or when their quality does not meet market requirements (this

especially applies to imports of early potatoes).

Results of the econometric model

The econometric model, which includes both policy and price indicators, is basedsanahke$ollowing

1 Domestic Production (in tons)

1 Policy Intensity indicator (as defined at § 3.3.1)
9 Total imports (in tons)

1 Domestic consumer price (in CHF/ton)

Figure 4.14 summarises the results of the Granger causality test and of the impulse respots®ésndtichdr details
as well as the complete set of results are reported in Annex 7.5.4).

Figuret.14i Summary of results from econometric models

Assumed causal chain /Granqer causality tg / Impulse res onse\
function

Domestic
production

Policy intensity

Total imports

— T -
{ Directcaus.*
N e . =
Swiss consumer
price

i
i

Consistent with
O assumptions in
/ K the causal chay

* Direct causation identified at 11l lag

Source: Areté elaboration

The model used potatoes showed good results in terms of Granger causality test for all the considered relationships.

The impulse response function showed that increases in policy intensity follow decreases in domestievprsauction and vi
thus confirming the rddgyed by TRQ administration in allowing substantial imports only when availability of domestic prodt
limited. It also highlighted a direct causation between the policy intensity (release of import quotas)resitanthl imports, co
with the policationale and the setting of higliquadta tariffs (which limit import volumes in periods without quota releases).

It can be concluded that for table pamapmesvolumes strictly depend on TRQ administratigrorts are concentrated

in periodsith quota releases, and the volumguaiténimports clearly prevails over the rather limited volofgaathout

imports (the volume of import quotas released every year is fixed, and can be increased only upon reque$tyof additional c
operatrs).

As for linkages between the administration of the TRQ for potatoes, on one hand, and domestic production and deman
other hand, it emerged once agaithéhatiministration of the TRfgequency and volume of import quota reteases)
adaptedto the situation of domestic production and demeattier than having an impact on them. Also in the case of
potatoes, import quota releases mainly have the purpose of stabilising supply in periods when the availability of d
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products is more kjtand/or these have a quality which does not meet market requirements (this especially applies to pe
when mostly early potatoes are impayteda)

4.1.1.4 Tomatoes

The evaluation focuses on firound toomadtoees 0a,nda fiprt ddeu ot
including tomatoes on the vine), which were covered by separate allocations of import quotas up to 2006. To better
seasonality of production, the administration of the TRQ foresaeagedgeriod (wherenibeld imports at thejirota

tariff are allowed) and a managed period (where impodsi@tatiariffi are limited through import quota releases). The main
period of domestic productinich should coincide with the managed period forf th&tSTR&€arly six months. However,

usually the eatquota tariff is applied for anfimmth period only, due to prolongation ofrtrenagad period (PONMP).
According to interviewed experts, in th® ksaré domestic production of round tomattersdad to exceed demand

during the main growing séasRrleases of import quotas can be requested to FOAG twice a week during the manage
period. Intdaranch organisation SWISSLEGUMES deals with this process, but other organisations are also invc
(Schweizerische Zentralstelle fir Gemusebau und SpeziddGuisWISSCOFEL, the association of Swiss traders of
fruit, vegetables and potatoes; Association of Swiss Vegetable\Ps@Ricdrke coordinated process leading to requests

is ratheramplex, and takes into account estimates of domestic production and demand for the concerned week. For tome
consensus on such requests is usually reached rather easily among the operators involved at the different stages of th
chain.

Visuainspection of graphical representations

Two evident trends emerged from visual inspection (Figure 4.15): an evident increase in domestic produtdon and a cles
in imports (such trends are consistent with information sourced throughsratwiewst)y ihoting thdifferently from
products previously analysegports represent a substantial share of the Swiss market for round tomatoes.

Figuret.157 Annual evolution of total importstseapdrdomestic production, round tomato2§12000
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There is a clear prevalence of importsnimmeged periods (Figure 4.16); also the share of imports occurring in PONMPS i
significant. fquota imports during managed periods account fotiraitedhportion of total imports of round tomatoes,
whereas owattquota imports are negligible.

TRQ administration for tomatoes, especially as far as the timing of import quota releases is concerned dsrclearly implen
a way to be consistent thigrseasonality of domestic tomato production (Figure 4.17). TRQ administration appeared to pla
important role in regulating imports of tomatoes, especially in the managed periods, when the bulk of domestic prodt
placed on the market.

57 The interest group IG Tomatoes was founded in 2015 to address the issue of oversupply Geslttoctghilimgmmved coordination of
supply chain actors.
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Figuret.16i Breakdown of total imports of round tomatoes by import redfitve, 2000
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O Out of quota import during the managed periods

@ In quota import during the managed periods

@ Import during the prolongation of the non-managed periods
@ Import in non-managed periods

The increase in domestic production starting dictioom 200:
peaks in summer both during and before/after the administered phase: this is due to the longer season of production.

In the same figure the decrease of imports is also clear both in the admiilidecadggedbtbss TRQ releasedd

durhg the neadministered period: this is explainable by the availability of domestic production alsalchimistetied non
period. Because of the demand for domestic products, these are present in the market thanks to the integmation of the fc
(producers in the raatministered phase sell to the wholesalers to whom they will sell also during the administered phase).

56




l{‘ search
¢Consulting
in Economics

Policy evaluation of Tariff Rate Quotas

Figuret.177 Evolution of in quota import/totalsngiadtimpartand domestic production of round tomatoes;121220@0
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Statistical tests

The volumes of total imports in the administered andadrtieistened peridtie latter including PONMP) were found to

be statistically different in mean (at a 1% significance level). The mean of total imports in the administiea@dperiod is lowe
the noradministered period (see also Annex 7.6.3), consistently witlattiaegi@ett amount of imports actually occurs
during the PONMP and during thmaraged period, when round tomatoes can be imported at the fawvotaradlif in

without quantitative restrictions (which instead apply within quota releaagsedrptréon)a

Also the volumes of domestic production were found to be statistically different in mean between the two periods (
significance level). The mean of domestic production in the administered period is highadnhiaisierdsenh this

is consistent with the design of TRQ administration for tomatoes, which takes into account the seasonalityrof domestic pi
(twephase system). Import quota releases are actually used to regulate imports when domestic plackatontisebeing
market (managed period), whereas imports at the faxquotbtariff are unlimited when domestic production is unavailable
(nommanaged period / PONMP).

Results of the econometric model
The econometric model, including both pgiragesindicators, is based on the following variables:

1 Domestic Production (in tons)

1 Policy Intensity indicator (as defined at § 3.3.1)
1 Total imports (in tons)

1 Domestic consumer price (in CHF/ton)

1 Import unit value (in CHF/ton)

Figure 4.18 summarizes ¢salts of the Granger causality test and of the impulse response function for tomatoes; furtt
details as well as the complete set of results are reported in Annex 7.6.4.

The direct causality between domestic production and policy intensity sanchtisalityveéetween the latter and total
imports, is perfectly consistent with theaweoTRQ administration: as domestic production increases, imports are limitec
through quota releases (the highefquata tariff is applied beyond these); wiesticlgroduction gets close to zero,
unlimited imports at the favouratplmtia tariff are allowed (this is the period when the most part of tomato imports take
place).

According to the i mpul se r es p o is$okowdd bynacdecreasa i Swiss eoasunhet s ,
prices and vieersa. This further proves that the TRQ is administered in a way to regulate imports and to avoid an oversuj
the domestic market especially in the period when the bulk of domesiscrpankietetitbfurther considerations on the

effect of TRQ administration on domestic prices will be made in the reply to question 1.2).
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Figuret.187 Summary of results from econometric models

Assumed causal chain /Granqer causality t& / Impulse res onse\
function

Domestic
production

Policy intensity*

Total imports

Swiss consumer
price

Import Unit Value

AL
A

Consistent with

assumptions in
/ K the causal chay
* For fruit and vegetables (Tomato, Strawberries and Apples), the two phase period administration result in an assureed it
causation between policy intensity and total imports

SourceAreté elaboration

Imports of round tomatoes are strictly related to the TRQ administratmsbfquota imports are basically registered
because of the height of the out of quota tariff. During the managed period (maximum policy infeimsggrisegulation
through quota releases and a higtiouata tariff), imports are relatively limited, to allow more favourable conditions fol
domestic production being placed on the market. imaimagezh period and in its prolongation, unlimitedtithgorts
favourable-nuota tariff are allowed, and the most part of imports actually takes place in this period.

The assessment showed once agathetiztministration of the TR@oephase system:vbeekly import quota releases

are possiblég carefily tailored to the dynamics of domestic production and demshdr than having an impact on

them. The TRQ is actually administered in a way to limit imports during the domestic tomato campaign, with a view to
oversupply of the domestic market.

4115 Apples
The focus of the evaluation is on apples for direct consumption: apples for processing are outside the scope of the study.

Switzerland has an ample domestic supply of apples, with surpluses on the national demand. Imports of apples fo
consmption are mainly linked to seasonal variations and/or quality and variety reasons. The regulation of imports vi
administration is based on @lase system, as for other fresh fruit and vegetables. It has to be noted that storage of app
can lasmuch longer than for other fresh fruit and vegetables covered in the evaluation, but also that storage possibilities
very much on the specific variety. The fiout of tseason
ead year (June ¥ July 19: it can be extended in case of important shortages of stored apples or, more frequently, wh
domestic harvest starts later thanttioé 28y. In such cases, the FOAG allows unlimited imports at the-fpaiarable in
tariff. According to interviewed experts, the process leading supply chain actors to request import quota releases to F
again a coordinated, conselpasisd one: the idbeanch association FZEAF (Fachzentrum fii whe Biasfuhr von

Frichten) @/SWISSCOFEL is in charge of such process.

Visual inspection of graphical representations

For a correct interpretation of the graph at Figure 4.19, it is important to consider that estimates of tbdug¥ss domestic pt
are made following each haevestd t hat vol umes of apples for processing
included in the total production of each year.

The graph shows a slightly declining trend of domestic production and imports (even with a ceitgn lamual variabil
important to observe that the peak in 2004 imports is due to a low domestic harvest.
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Figuret.197 Annual evolution of total imports, exports and domestic production c28pgles, 2000
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Thelargest part of imports occurs imaoaged periods or in their prolongatwitjumt imports are rather limited (Figure

4.20). No4guota imports occurred from 2009 onwards, as no import quotas were released for apples for direct consumpti
excluding apples for industrial use) in the last five years under analysis: imports only tockpleageh pleeiotor in

its prolongation. This evolution is consistent with the already highlighted presence of surpluses during the harvest seasor

Figuret.20i Breakdown of total imports of apples by import reg@&42000

25000

20 000

15 000

Tons

10000 ] —

5000 - — =

iENE

O T T T T T
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

O Out of quota import

@ In quota import during the managed period
@ Import during the prolongation of the non-managed period
@ Import in non-managed period

For a correct interpretation of the graph at Figure 4.21, note that the series of monthly production data derive from
campaign data, and are therefore uniformly attributed in the months spanning from September to August. This cons
limitation in the analysis, but no adequate alternatives could be found also because of the unavailabilibf of data for s
appés during the months of campaign (i.e. when the stock movements mostly influence the stocks for the rest of the
resulting in an impossibility to use stocks for the purposes of the analysis.

The timing of TRQ administration is consistent witigtbé dpple production: imports hardly occur when the domestic
production starts to be marketed (September) and during the first months of the marketing year.

It is also worth underlining that the TRQ has been administered in a more restribtideonaafdsnind releases of

import quotas for apples not intended for processing); even in the previous period, anyway, the release of import quo
rather infrequent. Consumption of apples is stagnating-20thé 2808d; volumes imported niortaedministered phase

decrease both because of reduced demand and of higher availability of domestic product (possible thanks to better
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possibilities); in addition, thenegligible size of imports in the prolongation chtimimstered @ge is the result of the

use of this option (flexible and with limited administrative burdens) to fit imports with the precise qomptites desired by i
Finally note that, since thenmmaged period starts and ends at the middle of the mambhthishén quota imports or
imports in the PONMP are lower than 100%, this is due to imports occurring, within that-man#geid peeiodrisee

also Figure 4.43).

The rather reduced frequency of application of the relevant policy dveortbielgredofor the assessment constitutes a
challenge for its evaluation.
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Figuret.21i Evolution of in quota import/totalsmgi@ftimpartand domestic production of appl@904.2/2014.
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Statistical tests

The volumes of total inspemeé statistically different in mean (at a 1% significance level) between the managed and nc
managed periods (the latter includes PONMP). The mean of total imports in the administered period is fower than in t
administered period. This is consigfeihe fact that a great amount of imports occurs gginggeohperiods or in the
PONMPs (see also Annex 7.7.3).

The volumes of domestic production are only available on-hasisnpaigtatistical tests on such data series could hence
be pedrmed.

Results of the econometric model
The econometric model used for apples was originally intended to combine both policy and price variables, more specific

1 Domestic Production

1 Policy Intensity indicator (as defined at § 3.3.1)
I Total imports (im$y

1 Domestic consumer price

1 Foreign producer price (as exogenous variable)

Despite this, the unavailability of monthly data for the domestic production, the fact that Swiss consumergrice data ser
found to be natationaf§, and the foreign pragtyarice included in the model as exogenous variable, allowed the analysis to
provide only general indications on the relationship between the policy intensity indicator and total imports.

Figure 4.22 summarizes the results of the Granger causdldf ttestrapulse response function for apples; further details
as well as the complete set of results are reported in Annex 7.7.4.

As already highlighted, the model used suffered from series of limitations, mainly due tadh@riestethetpaiionly
lasts one month: the only tested causal relationship was the one between policy intensity and total immobis, which resul
solid.

The impulse response function on the above relationship showed an inverse correlation at theafatseltgoalat an

the third lag. This result can be deemed consistent with the timing of TRQ administration for apples. Wiyen the policy
decreases (PoNMRBsually of limited duratibne f or e t he st art of t h er iddogneeds tti hce he
before domestic production becomes available usuallyeseakdirelation at first lag between policy intensity and total
imports With the start of the domestic harvest season, the policy intensity immediately reachesTiRQrstaitsutn: the

be managed, and imports are | imited by quota release
increasing availability of domestic production (at the third lag, the stocks of domestic apples are at tieingeak, and the
need to import apples for direct consudgarcorrelation at third lag between policy intensity and Jotal imports

58Astationary process is a stochastic pituatesdter temporary shdeksls to drift towards itsfermgmean(mearneverting process).
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Figuret.22i Summary of results from econometric models

Assumed causal chain /Granqer causality t& / Impulse res onse\
function

ol Domestic .

.~ Tnverse /T direct ~
~~ - gausrr_ -7
not statistically P
¢_ Directcaus, =

=" International -~ Consistent with
\\_p_rgducer pric_e_*_*__,—" O assumptions in_
"""""" \ / K the causal chay
* Domestic production data not available on a monthly basis and not included in the model
** Exogenous variable

*** |nversecausation identifiedt first lagonly, direct causation identified at Ill lag, when policy intensity decreases but stocl
from the Swiss campaign are also at their peak and there is no need to further import.

Source: Aretaboration

In spite of the challenges posed by the rather infrequent administration of the TRQ in the period consideited for the asse
the evaluation highlightedintadrts of apples for direct consumption strictly depend on TRQ adminidhaiimnthe

managed period (maximum policy intensity: regulation of imports through rather infrequent quota releégestand a high out
tariff), imports are limited and mainly linked to quality / variety assortment reasons: in this wayn hielRsatrinistratio
placement of domestic production on a somewhat oversupplied market. In eagihgearTR@ ddministration system

allows significant imports at the favowgoi¢aitariff only in the shordmamaged period and in its prolonghisois.
usually made to Abridge the gapodo whenever the Swiss apg

As for the impact of the TRQ on domestic production and consumption of apples, the assessment suffered from some li
mainly due to the unavailability of mordhbtipnodata. This notwithstanding, information on the process leading to requests
of import quota releases by supply chain actors, and the rather infrequent administration of the TR@@sSERQsuggest that
is managed in a way to adapt to domestdymtion and demand conditio@ready ample availability of domestic
apples; need of imports mainly linked to quality / variety assortment reasons), rather than having an impact on the
conclusion is reinforced by the rather limited weigts ajammbrdomestic production: imported apples can be significant on
the Swiss market only when domestic harvest is late, and anyway only for a short period.

41.1.6 Strawberries

The focus of the evaluation is on strawberries for direct consumptionfostrratessieg are outside the scope of the
study.

The main production period of domestic strawberries is only three and a half months long; this is the pesiod when theil
managed. Outside this period, unlimited imports-catotiaetamiff arecalled. Within the managed period, import quota
releases can be made twice a week. The process leading the supply chain actors to request import quotd releases to F(
also in this casea very coordinated one and (according to information sogtcedtahri@ws) it takes place in a
cooperative environment easily allowing participants to find a consensus (differently from the late 1990s, when negq
between producers, traders and retailers could be controversial mainly because tefetrssptoastcéis who

sometimes exaggerated about the prospect yields to reduce the duatal dpeshérigwho were less available to adjust

imports once domestic supply started to exceed demand). Decisions on the requested vohareekt avihinatihe bi
reference association FZEAF (Fachzentrum firwtid EBirsfuhr von Frichten) c/o SWISSCOFEL, and are based on
consumption data for the same week of the previous yeast@ddt@rinégrmation on available production volumes. It is
impotant to underline that strawberry consumption in Switzerland follows a seasonal pattern: it is very limited in autur
winter, and it increases in spring to peak in May/June, when domestic production becomes available.
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Visual inspection of graphipegsentations

Both domestic production and imports have generally tended to increase (even with some variations, especially for prc
over the period considered for the assessment (Figure 4.23), in addition, as already seen for toneat@sa imports repr
substantial share of the domestic market.

Figuret.23i Annual evolution of total imports, exports and domestic production of strag@fetries, 2000
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The largest part of imports has systenwataligd in nomanaged periods (Figure 4.24). Imports within quota releases have
always had a rather limited importance; the relative wpigha ohports versus imports in the PONMPs greatly varies from
year to year. Gafiquota imports have atagen negligible during the period considered for the assessment.

Figuret.24i Breakdown of total imports of strawberries by import regbid, 2000
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O Out of quota import

@ In quota import during the managed periods

@ Import during the prolongation of the non-managed periods
@ Import in non-managed periods

TRQ administration is clearly implemented to hemagnsistent with the seasonality of domestic production of strawberries,
and has the role of regulating imports especially in the relatively short periods when the bulk of domesticgroduction is p
the market (Figure 4.25). Imports peak thevamis of the noranaged period, and fall sharply in May/June, when domestic
production reaches its peak (i.e. when the policy reaches its maximum intesedity imjilorbiquota decisions based on
carefully made requests by the supply cha)n acto

Note that, since the nmamaged period starts normally at the middle of the month, whequotanthpoits or imports in
the PONMP are lower than 100%, this is due to imports occurring, within that moattggedhegenod.
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Figuret.25i Evolution of in quota import/totalsngiadtimparand domestic production of strawberries,-02/2000
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Statistical tests

Thevolumes of total imports were found not to be statistically significantly different in mean between the managed ar
managed periods. This might be due to the fact that consumption, and hence imports (strawberries cannot be stored
periods, saniports are the only option after the end of the Swiss campaign), tend to be small over a large part of the
managed period, i.e. in autumn/winter; the bulk of imports is usually concentrated over a rather -horoitng apan of 2

the end of tr®nrmanaged period (i.e. in spring).

On the contrary, the volumes of domestic production are statistically different (at a 1% significance levghdetween the r
and nomanaged period (see also Annex 7.8.3). The mean of domestic prodduotiarsteréteperiod is higher than in

the noradministered period. As already noted for tomatoes, this result is consistent with the design of TRQ administration
twephase system is tailored to the seasonality of domestic production: thesqaiactledly used to regulate imports

when the Swiss production is available (managed period); when domestic production is not available, umestricted impo
favourable-guota tariff are allowed{nanaged period / PONMP).

Results of tleconometric model

The econometric model, including both policy and price indicators, is based on the following variables:
Domestic Production (in tons)

Policy Intensity indicator (as defined at § 3.3.1)

Total imports (in tons)

Domestic consumer priceHiR/0n)

Import unit value (in CHF/ton)

=A =4 =4 -8 -4

Figure 4.26 summarizes the results of the Granger causality test and of the impulse response function éor strawberries
details as well as the complete set of results are reported in Annex 7.8.4.

The only séoh of the assumed causal chain which was not possible to confirm through the Granger causality test is th
between total imports and Swiss consumer price: all the other relationships showed good results.

The impulse response function highlighteersen dorrelation at fourth lag between domestic production and policy intensity:
while an inverse correlation might be counterintuitive if assessed against the policy rationale, the timisigtappears to be ¢
with the timing of the domestic hamnestf FRQ administration since (in respect to tomatoes) the domestic production i
actually concentrated only at the beginning of the administered period.

An inverse correlation at fourth and seventh lag has also been identified between pblictalintepsity.aDespite a

rather limited statistical reliability of this specific result, this result (especially the correlation atessws ribnisigjeaiso

with the timing of the-plvase administration. Indeed imports of strawberrissatisinhgasing again in January (four
months after the switch to thenaomaged period in September) and peak in April / early May (i.e. seven months after tt
above switch).

Figurel.26i Summary of rdsufrom econometric models

Assumed causal chain /Granqer causality t& / Impulse res onse\
: function
Domestic E—
production = = TeTsE =~ = ~

(¢

~ — _causation*. — -

Policy intensity

Total imports

Swiss consumer
price

not statistically
significant

| Onit Val Consistent with
mport Unit Value O assumptions in
\ / \ the causal chaiﬂ/

* Inverse causation identified & lag
** Inverse causation partially identified (but with limited statistical reliability) at IV and VIl lag

R

Source: Areté elaboration
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In spite of some limitations in the results of the statistical tests and of the econometric model, the asseaporent showed th:
volumes of strawberries strictly depend on TRQ administiatieed during the thneenth managed period (maximum

policy intensity: regulation of imports through carefully meekijedunta release decisions and a tuftuote tariff),

imports are limited, to allow more favourable conditionsdoraiiegbldomestic strawberries on the market. The most part

of imports actually takes place in tmeanaged period (when unlimited volumes can be imported at the-Gandarable in
tariff), and more precisely towards its end, right before traustidashemmmes available.

The assessment also showednéhadministration of the TR@ephase system; in the managed pewedKty import

guota releases are possible), and its timing in partiardéully tailored to the seasonality of ddmgsoduction and

demand rather than having an impact on them. The TRQ is indeed administered in a way to limit imports when !
strawberries are placed on the market, with a view to avoiding oversupply.

4.1.2 Replyto Q 1.2: impact on domestic prices

Whatsd the impact of TRQs on import and domestic prices at the various stages of the food chain?

41.2.1 Beef
Visual inspection of graphical representations
The increasing trend in domestic consumer pric&ofrbe@tie( geschniftenevident already atisaial appraisal, while

domestic producer prices appear to be rather stable (Figure 4.27); in this context it should be underlingdbthat price tenc
Sirloin cuts is particularly sharp, but overall the general beef consumer price incregsesaganitite anal

Figured27i1 Be e f : annual evolution of total i mports for AHI
domestic prices, 2014,
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In order to appreciate the complestitnd the above trends, the graph at Figure 4.28 shows a breakdown of the month
imports for the typologies of products covered by the study, which are further distinguipretd bativesfgirota

imports. With the obvious exception of snpoo f 7 Ot her preparations of beef mea
typologies, including HQB, are mainly constiteedthyirmports. In the same figure, domestic prices at the different levels of
the supply chain are reportegthtagwith the relevant foreign producér price

Figure 4.29 shows that the increasing trend in beef conslEngepdiegdschnittgns associated with an increased
frequency of import quota releases beyond a certain volume thresholdig4tiilogs. ddnsistent with the rationale of

TRQ administration for beef (see the reply to question 1.1 at § 4.1.1.1): when the availability of donmstiodpeef is tighter
pressure on domestic prices), bigger volurpsotaf imports are neettedvoid leaving a part of the domestic demand
unsatisfied. However, the coordinated, cobssesuprocess through which the supply chain actors request import quota
releases to FOAG leads to carefully dosed releases, hence avoiding strugtofaheveratkgbiwith the resulting decline

in consumer prices. Visual appraisal of the graph at Figure 4.29 allows to appreciate that the more sizable releases c
guota have a shtatm effect on consumer prices, but have not caused an imeemsierabfincreasing trend. Additional
graphical representations as well as the indication of quota fill rate over the considered period are reptjted in Annex (8 7.

59The whole setfofeigmprices (at consumer, wholesale and producer level) is reported in Figure .4.47 (§ 4.2.1.1)
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Figuret.28i Beef: evolution of totajuata and ecatquota imports for differenfpsodiucts, domestic consumer price, import unit value and external wholes20d ¢rice, 2000
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Figurel.29i Beef: evolution of consumer price vs. policy intensity (volume of import quota releases)
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Statistical tests
All the considered price series are significantly different in meaig(#icart¥ level, with the exception of domestic

producer price, for which the test is signifeleasest at
are made. All the domestic prices, at all levels of the suppiguhain \(dwlesale, producer), show a higher mean when
ilarged quota releases are made than when fAsmall o one

putting pressure on domestic prices and to grant products in pressnsleoofeggrsoof domestic supply. The same result
applies to the import unit value (see also Annex 7.3.3). This further reinforces the elements emerged ffdirevisual apprai
graph at Figure 4.28, confirming the fact that the most sizable irefeatagiat@ made to ease situations of tighter
availability of domestic supply, which put pressure on domestic prices.

Additional statistical tests were performed on domestic prices at all the levels of the supply chain, 2@ tefacence to pre
past2007 period, in order to evaluate potential impacts of the switch to auctions: the difference itrénees®ries of (de
domestic prices in the two periods was found to be not statistically significant.

Results of the econometric price transmissain

The Aeconometric price transmission model 06 was based c

1 Domestic producer price (in CHF/ton)

1 Domestic wholesale price (in CHF/ton)

1 Domestic consumer price (in CHF/ton)

1 Total impat Policy Intensity indi¢&{as defined at § 3.3.1)

1 Import unit value (in CHF/ton)
I n the Apolicy model o6 for beef used for guestion 1.1
representative variable able to influence policy intensity; even ifstlusricdatioe principle, since it is presumable that
operators | ook at domestic consumer price ashatbotisynt hi

literature review and insights from interviews indicated tpigt ¢haisigrtors consider a wider combination of variables
(domestic supply and demand, import volumes in the previous period, prices at other stages of the suppdy chain, etc.) w
have to decide (whether, when and) to what extent they neequataimgbease. This element isanéitmed by the

Granger causality test, indicating good levels of causality (higher F value)}ralaticioshgpesbketween prices, and
between policy intensity and prices, as reported in Annex 7.3.4. (Table 7.42

Figure 4.30 summarizes the results of the Granger causality test and of the impulse response functionl$aaseef; further ¢
well as the complete set of results are reported in Annex 7.3.4.

In this context, the assumed causal chain underdivesalthieigh level of causality along the supply chain with specific
reference to the vertical price transmission (VPT). The impulse response function shows a direct corretzéon between the
price variables, and an inverse correlation bethiegyotbéamd import unit values. This indicates, on one hand, that prices
are vertically transmitted along the supply chain (although less than proportionally, see next paragrapiiaod Figure 4.31)
the other hand, that an increase in imporédlysacsompanied by a decrease of the import unit value, mainly because of a
lower weight of specialties/high quality products. Finally, no statistically significant causality emerged between the
consumer price and total imports. In this cataxtniay worth noting that econometric policy models presented in § 4.1.1.1
revealed a direct correlation between the same two variables; thi$ pelasistshipvith the expected functioning of the

TRQ systeinis less evident once other pries see included in the model.

600n the basis of how policy intensity was defined for HQB, total imports and the policy indicator systematigaigndasvaieesx(dera to
negligibleutofquota imports), and are hence considered as a single variable (only total imports were included in the econometric models).

71




/
~O N\ Research,
( &Consulting
/ s in Economics

Policy evaluation of Tariff Rate Quotas

Figuret.307 Summary of results from econometric price transmission model for beef

Assumed causal chain Granger causality t& Impulse res onse\
function

Swiss producer
price

Swiss wholesale
price

Swiss consumer
price

not statistically
significant

O Consistent with
assumptions in
/ K the causal chay

Total import

Import Unit Value

Ht
A

* Direct causation identified at Il and VII lag

Source: Areté elaboration

The presence of asymmetrical price transmission within the Swiss beef supply chain was tedtadabitaingng

regimes VAR model; the same causal chain used for the price transmission model was assumed, distinguishing b
increases and dexses in prices. The analysis highlighted the presence of a generic less than proportional vertical
transmission between prices along the supply chain; however, vertical price transmission resulted to be ssymmetrical ¢
greater in presencemufréases in producer price than in presence of decreases in such price, consistently with empir
evidence from other studies on asymmetric vertical price transmission in the food supply chainghén thtleer words,
producer price rose, the consequéncrease of consumer price was found to be generally greater than the
corresponding decrease in case of a drop in the producerlprite specific Swiss context, it is worth to highlight the
central role of vertically integrated retailers in the supply chain: the two main players at the retail stdyetape also among
importers, traders and processors (see also § 4.3.4ymnthtieal price transmission is therefore one of the expectable
effects of this market structure whose influence on producer prices is indeed high.

Figuret.31i Summary of results from econometric agyathprate transmission models

Assumed causal chain /Granqer causality t& Asymmetric rice\
7 transmission
e
rice
: fChanges in produce\r

R price are transmitted

Swiss wholesale less tha_m
price proportionally to
consumer price, but
= anincrease in

Swiss consumer produc!ar price is
price transmitted to
consumer price more

than a decreas®en
the former to the

K / @econd. j/

All the elements emerged from the assessment (visual inspection of graphical representations; statistical tests; re:
econometric price transmission modeintraal coherencand areconsistent with the expected functioning of the
domestic market and with the rationale of TRQ administration for beef

Source: Areté elaboration
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Concerning how prices at all levels of the supply chain are impacted by TRQ admieistratioretric analysis show

that this latterpe ci sely fArespondsodo to price changes. | mport qu
domestic markets. On the other side, the impact of TRQ administration is important, in turn, on domestic prices: rele
import quotas have ingieded the overall increasing trend of domestic prices (and especially of the consumer price), and |
only served the purpose of fAeasingo conditionspaf ti gkt
of the demand unsti¢d and to avoid excessive upward pressure on domestic prices. On the other side, the observed h
prices in presence of larger import quota releases suggest that such releases are carefully tailored in @ingy to avoid de
domestic prices. Asif t he potenti al effects of auctions on produc
neither negative nor positive impacts of the switch to auctioning on producer prices.

As for théunctioning of vertical price transmission alongsiingply chainthe assessment highlighted the presence of
asymmetrieswhose features were found to be consistent:

1. with the findings of other empirical studies on asymmetric price transmission in the food supply chains (price increa
transmittedownstream more than price decreases), and also

2. with what could be expected in a supply chain where market power is concentrated in the retail stage, dominated
largescale, vertically integrated retailers, which are also active (thutisgliahes) in beef trade. that increases
in prices at the retail and wholesale level of the supply chain are transferred less than proportionallyr to producers
details on the structure of the beef supply chain and on beef traddeddlirotheneeply to question 3 at § 4.3).

41.2.2 Pork

Visual inspection of graphical representations

The graph at Figure 4.32 highlights a certain stability in domestic producer and consumer prices, togethetr with a rathel

linkage between the two. $nthi e s pect , it is important to note that d
meat o) is a weighted average of the prices of rde ffer el
of retail foreserdell giveseaa indicatibreon the whele price of pork meat, irrespective of the specific meat

and hence ensures sufficient stability of the price series over time (the prices of each of the various meat cuts would |
strongly influenced by shecial offers which are made on each of them; these special offers are usually planned well
advance, and generally have nothing to do with concomitant market conditionscdmpssessdfidngdfrelatively limited
importance when measuredsigidmestic production, whose variations are likely to be the most important factor determini
the dynamics of domestic prices, in a context of stagnating demand for pork like the Swiss one.

Figuret.321 Pak: annual evolution of total imports of carcasses, exports, domestic production and dorixlig. prices, 2000

250 000 12,00
200 000 W 10,00
8,00
150 000 o
0 N
15 6,00 I
100 000 ©
4,00
50 000 2,00
0 0,00

200020012002200320042005200620072008200920102011201220132014

Total import Total Exports Domestic production

Domestic producer price=—Domestic consumer price

The graph at Figure 4.34 shows that TRQ administration for pork has clearly changed from 2009 onwards) adapting to a
of increasingversupply by reducing the frequency and size of import quota releasesskeshaifswine. The graph also
highlights other notable trends / elements:

1. The stricter import regulation has helped to bring the domestic consumg0pdideviel pre another steep
decline in price can be observed in the second half of 2014. These fluctuations are probably related to the porl
and, with respect to 2014, to amestimation of the demand for the year.
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2. Whenever import quota releadeslfolrcasses are made, also the import unit value seenavdonith the
other price series represented in the graph.

3. When no quota releases are made, the import unit value apparently peaksofidowevénpouts in these
periods are reallyghgible in volume, and are usually constituted by piglets.

To better appreciate the complexity behind such general trends, the graph at Figure 4.33 combines the represent:
domestic price series (together with the unit value of imports @amd foeeigreproducer pficgith a breakdown of

imports into typologies (carcasses, meat of swine, prepared or preserved meat), further distingjustengnioetueen in
ofquota imports (these mostly concern prepared or preserved meatrkamdathAdddional graphical representations as

well as the indication of quota fill rate over the considered period are reported in Annex (8 7.4.1).

61The whole setfofeigmprices (at consumer, wholesale and producer level) is reportePi(BHgu®).4.4
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Figured.331 Pork: evolution ofgimota import and -obguota imports (of carcasses, meat of swine, prepared or preserved meat), domestic consumer price, importalinit value anc
producer price, 01/20QR01%.
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Import quota releases (t) Prepared or preserved meat - out of quota - total (t)
s Out of quota import - carcasses or half carcasses, fresh or chilzzztiyeat of swine -other - fresh or chilled - out of quota
Swiss consumer price (CHF/KQ) Swiss wholesale price (Stotzen mit Schwarte QM) (CHF/Kg)
—— Swiss producer price (Schwein) (CHF/KQ) ——Import unit value (CHF/Kg)

German producer price (Schwein E) (CHF/KQg) = = French producer price (Schwein E) (CHF/KQg)

62peaks in the Import unit value when in quota imports are not allowed refer to piglets. These imports aresebtompassele andrhave not been considered in the visual inspection.
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Figuret.34i Pork: evolution of in quota import/totad ahpartasses, domestic consumer price, import unit value and external producet23£0&401/2000
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Statistical tests

The assessment was first conducted by making a distinction betwa81® thrdpp®2009 periods, as import quota
releases have been less frequent in the latteperditference in the series efgudded) domestic prices and (de
trended) impamit value observed in theapaepos2009 periods was found not to be statistically significant (see also Annex
7.4.3).

As a second step of analysis, only the period from 2009 onwards was considered, and the difference in mean betweer
withand without import quota releases was investigated for all the relevant variables. All the price series were founc
statistically different in mean (at a 1% significance level) according to whether impodrquoideci@arnes All the

domest prices, at all levels of the supply chain (consumer, wholesale, producer), show a higher mean in periods with
guota releases than in periods without them. Higher prices during TRQ releases are consistent with theastsults of analog
madedr question 1.1 (see § 4.1.2.2): the opening of quota releases from 2009 onwards seems to be concentrated in |
with tighter domestic supply andre in genefalTRQ releases are carefully made to avoid putting pressure on domestic
prices. The meahimport unit value in periods with quota releases is lower than the one in periods without them. This re:
explained by a totally different structure and volume of imports in the two periods:

1. when domestic supply is sufficient or even exceedisndequema releases are made foatwéses; in these
periods, no eotquota imports basically occur;

1. when domestic supply is insufficient, import quota releases are made, allowing the import of significant volumes
carcasses at theginotaariff to ease the tight market conditions.

Results of the econometric price transmission model
The Aeconometric price transmission model 06 was based c

1 Domestic producer price (in CHF/ton)

1 Domestic wholesale price (in CHF/®nir¢hseries was found to bestatinnary, and was not included in the
final version of the model)

1 Domestic consumer price (in CHF/ton)

1 Total impat Policy Intensity indi¢&{as defined at § 3.3.1)

1 Foreign wholesale price (in CHRimadled ithe model as exogenous variable

As already noted for beef (see A 4.1.2.1), al so for t
based on the assumption that operators look at a combination of elements definiraj supglyratitibdemand, simply
identifying the domestic consumer price as a synthetic proxy of all those elements. In Annex 7.4.4 (Tabla&.80) the resu
Granger causality test for selected variables of the price transmission modelthie cepertedpiaver, thditgictional

character of crasdationships along the supply chain appears to be less evident than for beef, actually confirming tha
assumed unidirectional causal chain is likely to be the most relevant fromiaestatimtitalstandpoint.

Figure 4.35 summarizes the results of the Granger causality test and of the impulse response functionldaagork; further c
well as the complete set of results are reported in Annex 7.4.4.

630n the basis of how policy intensity was defin@dfempifoeluct, total imports and policy indicator are considered as the same variable and
therefore total imports only were included in the econometric models
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Figuret.351 Summary of results from econometric price transmissjoorknodel

Assumed causal chain Granger causality t& Impulse res onse\
function

Swiss producer
price

Swiss wholesale
price

not statistically
significant

not statistically not statistically
significant significant

Swiss consumer
price

Total import

ki

- International "~ Consistent with
‘\\__vyholesale price* - O assumptions in
"""""" K / K the causal chay

* Exogenous variable

Source: Areté elaboration

The Granger causality test shows a good relationship between Swiss producer price and Swiss congesétsprice, while i
are not statistically significant for the connection between the Swiss consumer prics. dndetedaltimpayordinated

process leading to requests of import quota releases by supply chain operators was found to look mbezipplthe evolution
and demand conditions, than at the dynamics of domestic consumer prices.

An additional relationship of interest here for pork concerns the causality and the relative impulse respotaalfunction betw
imports and domestic consumer®prities objective of this investigation is to further verify whether a correlation exists
between these two variables, moving from the results of visual inspection of graphical representationgtestd.of the statisti
This assessment, however, can benpedfdirectly on the policy model estimation where both variables were included and tl
respective causal relationship and IRFs were obtained. Those results indicate that a good causality between total imp
domestic consumer prices exists (sémaéso7.4M4Table 7.78); the impulse response function revealed a direct correlation,
which confirms that increased importscafdefes through more sizable quota releases have been allowed only when the
domestic supply was particularly tighheasfbre when domestic consumer prices were at their peak.-tiatever, in
imports of halércasses have always been allowed to an extent which prevented them froras@vingeptiessing

effect on domestic prices.

The above results are sbeisi with market dynamics which appear to be linked more to the variations of domestic sup
against a stagnating demand (the weight of imports with respect to domestic production is in fact very limited), thar
relatively limited variations iarismgetermined by adaptations in the TRQ administration (releases of TRQs in fact do n
prevent increases in prices). It is worth reminding thatréaskaff, imports are entirely and strictly regulated through TRQ
administration: @fguota impts are negligible and mostly constituted by piglets, so total imports are determined by poli
intensity.

The presence of asymmetrical price transmission within the Swiss pork supply chain was tedtbdeiitminging

regimes VAR econometrideinaghe same causal chain used for the price transmission model was assumed, distinguishi
between increases and decreases in prices. The analysis highlighted the presence of a generic less than proportional
price transmission between procteoasumer prices (even if the statistical significance of results was lower than for bee
Similarly to what observed for beef, vertical price transmission resulted to be asymmetrical as it was gitester (although |
proportional) in presencecogéases in producer price than in presence of decreases in such price. In other words, with ris
producer prices, the consequent increase of consumer prices was found to be generally greater than the corresponding
with declining producer prigesh result is consistent with empirical evidence from other studies on asymmetric vertical pr
transmission in the food supply chains. Also in this case similar consideration already reported for beef remain ve

64More specifically, the impact of total imports on domestic consumer price was t¢sittedinettioroppthe assumed causal chain: because of
the interdependence of different variables within the causal chain, it is useful to test their interretetjan thibaibedifectase, the impact
of total impsrn consumer pricesulted more statistically significant than the inverse one.
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asymmetrical price transmissiond of the expectable effects of a market structure where the top retailers are vertical
integrated and have a central role also in the processing, trading and import stages.

Figuret.36i Summary ofgelts from econometric asymmetrical price transmission models

Assumed causal chain /Granqer causality t& / Asymmetric rice\

. transmission
Swiss producer
rice
: /Changes in producg

L price are transmitted

Swiss wholesale less than
price proportionally to
— consumer price, but
anincrease in
Swiss consumer producer price is
price transmitted to
consumer price more

than a decreasen
the former to the

K / K\second. /j

Source: Areté elaboration

Most of the elements emerged from the assessment (visual inspection of graphical representations; stafistical tests; r
econometric price transmission model) were fowathdmsteat with the expected functioning of the domestic market
(where iports are negligible due to the TRQs and to the very limited quota releaseg)h dheneltiasale of TRQ
administration for hatfarcasses of swine

An impact of TRQ administration on domestic peivesged, especially in terms of:

1. Contributioiw restoring p2®10 price levels through a stricter regulation of impeascatsedf (reduced frequency
and volume of import quota releases from 2009 onwards), although it is not possible to isolate this contribution fr
general fluctuatiaredo the pork cycle.

2. Prices held at hi gher l evel even in the presence of
conditions of tighter domestic supply in the short term, albeit to an extent lthadlastugndegressiatjects on
domestic prices

The statistical analysis revealed higher prices at all levels of the supply chain during import quota redtases, confirming t
releases are carefully tailored in a way to avoid depressing domestic prices.

As for théunctioning of vertical price transmission along the supply cti@nassessment highlighted the presence of
asymmetriesvhich had the same features observed for beef (even if the statistical significance of results was lower). The
were found to be dstent:

1. with the findings of other empirical studies on asymmetric price transmission in the food supply chains (price increa
transmitted downstream more than price decreases), and also

2. with what could be expected in a supply chain where miaskebpoeverated in the retail stage. Similarly to beef, also
the pork supply chain is dominated by tvsodégeertically integrated retailers, which are also leading importers of half
carcasses of swine through their subsidiaries. In oth@reasds,in prices at the producer level are transferred more
to the retail and wholesale level than decreases of the same prices (further details on the structure ofithe pork supp
and on imports of fgalfcasses will be provided in the repdstiog 3 at § 4.3).

4.1.2.3 Potatoes
Visual inspection of graphical representations

The graph at Figure 4.37 reveals a relative stability of domestic producer price against a slightly decliiing trend of d
consumer price.
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Figuret.377 Potatoes: annual evolution of total imports, exports, total domestic production for human consumption and su
packed potatoes for retail only and domestic pri@€4,422005
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The graph in Figure 4.38 shgwssible linkage between import unit value and domestic consumer price: however, the ser
for import unitvalue ef erring to i mports f | ovae somewhdt difficultdooreladettd theut e c
Swiss domestic prices of taitigtges. In the figure also the other domestic prices (at wholesale and producer level) a
reported, together with the relevant foreign prodcer price

For potatoes, the price reporting system collects first domestic prices and, only whensdaraesitcapaildinde, prices
of the imported ones are considered; from one standpoint this switch might amplify the magnitude of pritteepeaks, but on
side, since for potatoes imports represent a small share of the domestic market,sévergact is no

A possible linkage between price dynamics and TRQ administration (timing of import quota releases, with specific refe
extensions of the opening of the base TRQ, whose opening is automatic; rgtiotactwedotad imports) eméegss

clearly from the graph. Despite this, the general market dynamic as reported by FOAG is confirmed by the visual ins
consumer prices tend to increase in the winter smonths
being marketed at relatively high prices, together with the last imports of early potatoes before the closing of TRQ; ©
harvest arrives prices decreases again.

The graph highlights in a clearer way that peaks in the import unit valuatee @eajrenetly small imports at very high
prices. Additional graphical representations as well as the indication of quota fill rate over the considéeddmeriod are rej
Annex (8§ 7.5.1).

All'in all, visual inspection of graphical represewtatainevial any clear element suggesting an evident influence of TRQ
administration on domestic prices for potatoes.

65The whole setfofeigmprices (at consumer, wholesale and producer level) is reporteBli(EFgu®).4.
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Figure4.381 Evolution of-quota import and -oéuota import of table potatoes, domestic consumer price, import unit value and external producer price osFES#@@Hhend potatoe
12/2014.
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Statistical tests

All the considerpdce series were found to be significantly different in mean according to whetheaguotadeleases
not (even if the significance level of the tests is different: 1% for domestic consumer prices and impddmesticalue, 5% for
wholesale ipes, 10% for domestic producer prices; see also Annex 7.5.3).

All the domestic prices, at all levels of the supply chain (consumer, wholesale, producer), show a highem mean in peri
guota releases than in periods without quota releases. Huogvtheeiggening of the TRQ autoathtio@ecisions are

only taken by supply chain operators on extensions), the explanation of such result might differ from tizenene given for t
outcome in the case of pork (opening of quota releases ithpedodsdvavailability of domestic product). Indeed, higher
prices in periods with import quota releases might also derive from increasing storage costs for maintaining stocks.

The mean of import unit value in periods when quota releases are rniedeiis peweds without quota releases. Such
phenomenon can be explained in terms of a different composition of imports (with reference to product typologies, q
origins). In periods with sufficient availability of domestic table potatpesrdtgsckd quota releases are made, and the
usually small volumes cbbutiota imports are likely to derive from specific needs and/or to-oatinaig conditions
(Aemergencyo i mports): hence their high unit wvalue.

Results of the economptite transmission model

No analysis of vertical price transmission along the supply chain could be performed, due to limitatioreein the availak
series.

The only element emerged from thelwalve econometric model used for question 14.1(ge8) Showed a direct
correlation at third lag between total imports and Swiss consumer price. Such result could be explained by the market
described above: the peak in iniportisely referable to early potategsally occur in the Mdely period, in June these

products are marketed together with the early domestic production at very high prices thus resulting withdirect correlatic
time lapse between imports and domestic consumer prices.

No findings from the analysis suggesteda clear way that TRQ administration has a straightforward impact on
domestic prices of table potatod$he elements emerged from the assessment were rather mixed, and in some cases n
easy to relate to the actual functioning of the supply ch&s.mak&vis relativelyseficient. Imports represent a small

share of total sales and, thus, do not influence domestic prices to large extent.

On the other sidiymestic prices result directly impacted by TR@sluction prices would be almt@shigelower in the
absence of border protection; the size of the quota releases is very small in comparison to the size of dfmreestic market, -
granting a high protection.

4.1.2.4 Tomatoes

Visual inspection of graphical representations

Visual inspection of the graph at Figure 4.39 did not reveal clear trends in domestic prices, other thaof a relative sta
domestic producer price (yearly variations are | imite:i
price (hovering between 3,40 and 3,80 CHF in most years over the observed period). The drop in prices observed in 2
caused by thEscherichia cadutbreak. Domestic producer and consumer prices semovep esgen with some
discrepancies.
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Figuret.397 Annual evolution of total imports, exports, domestic production and domestic prices of rougf@tdmatoes, 2000
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In the graph at Figure 4.40, volumes of in quota imports, out of quotanipgrtets armhanaged periods are reported
together with domestic prices at different levels of the supply chain, import unit value and relevant féreign producer price

The series of the domestic consumer price appears to be characterized hyienapaicrefletts seasonality and the

timing of TRQ administration (duration of the managed period). Starting from 2011, the domestic consumer price appe:
less volatile and characterized by a slight upward trend. This fact seems ta swamideewitty of the policy, i.e. with a
reduction in the frequency and volume of import quota releases.

The peaks in the domestic price series appear to be related to import quota releases. In particular, upward peaks ofte
immediately before anthe beginning of the administered period, then they decrease as domestic production increases. (
t h\@llvérsorgungsphase ( f u | | supply) is reached and the quota is
with the transition to FiéNand the nadministered period (when unlimited imports-gudtee tariff are possible). This
pattern can be more clearly seen iannua dveutiog ina sgecifiayear Fi g |
(2014).

A caveat applies fre tinterpretation of the above pattern: for fruit and vegetables, the price reporting system, when |
domestic and imported products are marketed (i.e. in the transition bewdremitieradrperiod and the administered

one), switches from repgiine price of imported products (the only available-authi@istemed period) to reporting the

price of domestic products. This switch could amplify the magnitude of price peaks.

Peaks in import unit value seem to corrgapssitlly with a laip peaks in the domestic consumer prices in both directions.
However, from a practical standpoint, the exptivduprati on
are related to very small import volumes. These smalmaihlynesnstituted by organic products and specialties) may be
imported at a very high price, as the domestic price is high in this period. Additional graphical represthgations as wel
indication of quota fill rate over the considered pepodexérr Annex (8 7.6.1).

66 The whole setfofeigmprices (at consumer, wholesale and producer level) is reporteBi(BHgui®.4.5
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Figure4.407 Tomatoes: evolution afuata import, eafiquota import, imports inmanaged periods of round tomatoes, domestic consumer price, import unit value and external prod
price, 01/20a(®/2014.
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Figured.41i Intraannual pattern ofgumota import, eafiquota import, imports inmanaged periods of round tomatoes, domestic consumer price, import unit value and external prod
price, 01/204/2014.
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Statistical tests

Domestic prices at all levels of the supply chain were found to have significantly different means (at d) ifalsegnificance lev
administered versus -administered period (see also Annex 7.6.3). Thef alkgomice series is higher during the
administered period than during trelmamistered one. Such a result is consistent with the rationalghasthd REb
administration: most imports of round tomatoes take place without quarditataethesiqiodita tariff during the-non

managed period and the PONMP (i.e. when no domestic production is placed on the market). TRQ administration is &
creating the most favourable conditions for marketing of the domestic productimpalgringythiending import volumes
through the combination of the quota release mechanism with an extrerglptiaidgridit

The import unit value was also found to be different in mean between the two periods (at a 1% significanée level). The
import unit value during the administered period is higher than the mean of import unit vahdduoisiey ¢olepeoiod.

Such phenomenon can derive from a different composition of imports in terms of product typologies, ;quadity and/or oric
also worth reminding that import volumes in the managed period are much smaller than inrthedgeN eribadon

Results of the econometric price transmission model

Also in this case, no analysis of vertical price transmissiosugiplygctiean could be performed, due to limitations in the
available price series.

According to the i mpul s-aclusive scpnometrie mofiell used ffor questios 1.1r (e §14.111.4),
an increase in total imports is reléteal ddcrease in Swiss consumer prices aedsaicghis further proves that the TRQ

is administered in a way to regulate imports and to avoid oversupply especially in the period when the lotidof domestic p
is marketed.

The elements emergetnfvisual inspectiamdfrom statistical tests converge to suggest TRQtleministration is
clearly managed in a way to allow higher prices in the administeredwiteaséhe bulk of domestic production is placed
on the market.

4.1.25 Apples

Visuainspection of graphical representations

For a correct interpretation of the graph at Figure 4.42, it is important to note that the price of the Gelden variety he
selected as representative price for apples, to allow for comparisons witheforiym gayptt highlights a declining trend

in the domestic consumer price (especially evident from 2008 onwards; it shall be noted that when all e#hnietjes are taken
this trend is more stable) and rather stable domestic producer prices.

Figuret.42i Annual evolution of total imports, exports, domestic production and domestic price2@f4pples, 2000
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The graph at Figure 4.43 shows that peaks in total imports usually ocprolaogatpthef the sadiministered period,
or during the noranaged period. Increases in domestic consumer prices seem to occur when the total amount of impo
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close to zero (although this does not happen regularly); in the same figurestidspritesdatnother levels of the supply
chain (wholesale and producer) are reported, together with the relevant foreigfi. producer price

The import unit value is characterised by several peaks, mainly occurring in the month of Decembesegachgeaks do not
be transmitted to the domestic consumer price: they actually derive from small amounts of out of quota imports at ve
prices, which are irrelevant in the overall market equilibrium. Additional graphical representations asrwefl as the indic
quota fill rate over the considered period are reported in Annex (§ 7.7.1).

Comparison of long term evolution of domestic prices at the different levels of the supply chain showd a relative ste
consumer and producer prices while at wHeledah steady increase is recorded in the examined period (moving from
around 1,55 CHF/Kg in 2000 to 2,31 CHF/Kg in 2014).

All'in all, no clear elements suggesting an evident and straightforward relationship between TRQ administstion and the
of domestic prices at all stages emerged from visual inspection of graphical representations, however, prices would be
certainly lower without border protection and therefore the real impact on them is due to the very existence of TRQs.

67The whole setfofeigmprices (at consumer, wholesale and producer level) is reportedbi(BHguE.4.5
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Figured.431 Evolution of in quota import, out of quota import, impan@nagednperiods, domestic consumer price, importtamndvakterngiroducer price of apples, 0172000
12/2014.
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68 Peaks in the Import unit value when imgpasta are not allowed referyosmall volumes irrelevant in the overall market equilibrium.
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Statistical tests

None of the considered price series was found to be significantly different in mean from a statistical viewpoint betw
managed and noranaged periods (s¢s Annex 7.7.3).

Results of the econometric price transmission model

No analysis of vertical price transmission along the supply chain could be performed, due to limitatioreein the availak
series. No results of thénellisive econometric moded for question 1.1 (see § 4.1.1.5) revealed significant causal
relationships between the policy intensity and domestic prices.

For what concerns impact of TRQs, it can be argtiedsthraduld be lower in the absence of border prote€trothe

other sideno elements emerged from the assessment clearly suggesting that TRQ administration has a straightforward
and evident impact on domestic prices of apples for direct consuriippiorts are very limited and the domestic market

is more influenceddmynestic supply and demand conditions.

4.1.2.6 Strawberries

Visual inspection of graphical representations
Visual inspection of the graph at Figure 4.44 revealed two rather evident trends:

1. a relative stability of domestic producer price (yearly varlatiomsiateed t o a fAcorridoro
CHF/Kg) and

2. a general increase of domestic consumer price from 2004, with two peaks in 2008 (13.8 CHF/Kg) and 2011
CHF/Kg).

Figuret.44i Annual evolutiohtotal imports, exports, domestic production and domestic prices of stra@@bdries, 2000
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In the graph at Figure 4.45, volumes of in quota imports, out of quota imports anthénmpgetd periods are reported
together with domestic pricgi$fattent levels of the supply chain, import unit value and relevant foreigrf$roducer price

The series of domestic consumer price appears to be characterized by a cyclical evolution that reflectsmamsonality and t
of TRQ administration (releafsiesport quotas). In this respect, it is worth reminding that the price reporting system, when b
domestic and imported products are marketed (this typically happens with the transiidministetiee peniod to the
administered one), swigdhem reporting the price of imported products to reporting the price of domestic products. This sw
could amplify the magnitude of price variations in those periods.

In the case of strawberries, seasonality applies to both production andatemshenfatitar {s very low in winter months).

The peaks in the domestic consumer price and in the import unit value actually occur more frequently in-the middle of
administered period, when imports, supply and demand of strawberriesliangegktteayere hence-nepnesentative

of Aordinaryod market conditions.

69The whole setfofeigmprices (at consumer, wholesale and producer level) is reported7i(BHgu® 4.5

89




/
2y =Y » Research |
l ( &Consulting
, s in Economics

Policy evalation of Tariff Rate Quotas

After substantial imports have been made in the last monthsnaintgedgreriod and in the PONMP, the switch to the
administered phase marks a stop in the downwarddnsudhef prices. Domestic prices always show an upward trend
during the (rather short) administered phase. The endroattegedmperiod usually coincides with the availability of large
production volumes at low prices in Italy and in other cmigstiregoBers can hence profit from a favourable situation
(falling purchase prices in Italy versus rising selling prices in Switzerland make for good rmalging),thednapsit

guota allocation method, based on import purchases ofslyegwéevage on large import purchases to get even bigger
guota allocations in the following year. The Italian producer price shows a declining trend during the a@gmistered phas
increasing supply as the campaign progresses: it is g/ttt poite decreases in the Italian market are not transmitted to
the Swiss market

Peaks in import unit value correspond to peaks in the domestic consumer prices in both directions. However, from a |
standpoint, the explanation is otherfthenar ect corr el ati ono: at the beginning
due to import regulation via quota releases; the import unit value also rises, but this is actually not selallant, since on
volumes are imported. These smalkegolmainly constituted by organic products and specialties) may be imported at a vel
high price, as the domestic price is high in this period.

The above patterns can be cl ear |l y s-aneualevolationa $pecifigyeaa p h a't
(2013). Additional graphical representations as well as the indication of quota fill rate over the considtrddrperiod are re|
Annex (8§ 7.8.1).

A comparison of the evolution of domestic prices at the different levelscbhithenslipgiigs an increase of consumer
prices in the long term (moving from annual average of 9,9 CHF/Kg in 2000 to 13,1 CHF/Kg in 2014) with respect to mt
stable producer prices (moving from 6 CHF/Kg in 2000 to 6.6 CHF/Kg in 2014).

7Oltaly is the second exportarafvberries to Switzerland after Spain, Italian price series were selected as representative both for quality reasons
(much more similar quality to the Swiss ones) and since the Italian campaign is closer in time to the Swiss one
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Figuretd.451 Evolution of-quota import, eaftiquota import, imports inmanaged periods, domestic consumer price, import unit value and external producer price of strawberries, 01
12/2014.
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Figuret.467 Intraannual pattern ofguota import, eafiquota import, imports inmanaged periods, domestic consumer price, import unit value and external producer price of strawbe
01/20142/2013.
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71 Theapplicatioof theStandard Approdske Annex®2.5.3 and § 7.2)3at the distribution of volumes of in quota import over different months (when quota releases span acrossetmas on ths especiftos)
case to an anomaly, he.absence of in quotaisggn June 2013
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