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Contributed Paper to the 38th Annual Conference of the AAES, Wellingion, New Zealand, February 1994

Policy Reforin without Administrative Reform:
The Case of the Common Agricultural Policy of the EC

Colin Brown

Department of Agriculture, The University of Queensland

In cuphoric manner fate Iast year, trade ministers across the globe gumpeted a long awaited Multilateral
agreement on agricultural trade and poiicy reform.  In many ways, however, the agreement was merely
rafication or affinnation of unilaterstd reform already in progress, ™ general, agricultural policy reforms
across many developed countries represented i move away from relatively bluni support instruments such s
price support towards more targeted forms of support, The move reflected not only the inefficiencies and
ineffectiveness of price based support in muaintaining agricultural incomes (Brown, 1990), but also some of the
emergin megatrends in agricullure (Wariey, 1990),

Recent changes in the type of support have typically been associated with much greater administration
and contrei Muzh of the extra administration and control may be associated with the more sophisticated
policy targets.  Althvugh keer 1o implesent the new policy measures, decision makers h:ive found v more
difficult cast aside of much of the now Girgely redundant administeation and control associated with the old
policy measures. Yet there are sizeable, often overlooked, gains to be made here as well. To illustrate these
issues, examination is made of the May 1992 and subsequent reforms to the cereal supporl regime of the
Comnon Agricultural Policy (CAPY of the then European Comupiunity (ECY and now European Union (EU),

Reform of CAP cereal support regime!

QfF all the problems confronting EC agricaltural decision makers at the starg of the 1990s, the cereal support
regime of the CAP stood out.  Efforts at supply and budget conirol through enhanced production thresholds
and co-responsibility levies along with voluntary, poorly conceived carly retirement and Iand ser-aside schemes
had singulatly failed, The use of feed coreals as an intermediate input, especially on-farmy or on neighbouring
farms, entailed that many of the supply vontrol measures possible for other commodities were not appropriate

Teptt details of the cereal reforms are set out in Council regulation (EECY No. 176382 while an outline and discussion of them
appenss in various sources such as Manegold {1993), Apart from the reforms to (e cereal support reeime, similar changes
oceurred to the regimes for other arable crops.  Protein grops operated on the same principle teceiving ared puyments based on
cerenl yields with payments 65 BCUftonne hipher,  Ares payments were initidly walled with wilseeds (Official Joumnat Lifﬁ:m.
24712013 with the payments tepresenting te difference between the current EC price and the world markes price. The
wmporary systesn for vilseeds were incorporated into the common system for are crops in the 1992 yelorms,  For numinent
Tivestock thers was an extension of the move towards headage payments and away T om price suppost.
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for cereals. Furthermore, because of the livestock-cercal feed interactions, high cereal prices resulted in iy
of the distortions in the CAP, Transalfantic agricullural subsidy wars typically waped over cereals and the
closely refated oilsced market. The CAP, and iis political and administrative masters, faced a burrage of
pressures such as those outlined in Sturgess (1991), '

To their cradit, EC decision makers sought 1o attack the problem at its roof, namely the b2h level of

ceregl ‘ we support.  Brown (1990) clearly showed just how blunt price support through the CAP was in
achmm\ “nus EC objectives along with the inequity and ineffectiveness of that support. In a quite
rcx.‘aram;ﬁ:\ W of stalesmanshxp. the EC Commission finally coaxed "recaleiteant” agricaltural ministers of the
mutn: mv cﬁ~ntms ©w at" o1 A fundamentat shift away from price support,
1.' 'I"lxc essence of th ereal reform was 4 reduction (3553 10 support price levels 1 be compensated for
by dieqt area paym - s Figure 1). The arca payments were limited 1o the average of arcas cultivated in
19&.. 5990 and 1991 '.,\_\ to a fixed yield representing an average of the ihree middle yields over the 5 year
harvest period, 1986 to 1990. For Lurms wimpownnzﬂ for more than 92 tonnes of program crops, then a
percentage, initially 15% on a rotationai basis, of their crop base arca bad 1o be set-aside, Selecied von-
program crops could be grown on the set-aside area and, at Jeast in the initial 1992 reforms, set-aside arcas
were o receive compensation at the Jevel of the direct area payments.  Set-aside land onginally was to be
rotated to prevent seiting aside of marginal land. The final proposal, however, ailowed for non-rotadonal set-
aside at & higher percentage.
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Figure I CAP Cereal Support Regime Following 1992 Reforms
Source: Brown (1993)
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Extra administration associated with the new support regime

Getting prices right and removing some of the distortions associated with high price support was not achieved
without some trade-offs,  Decision makers incurred a political cost in that the true costs of support shifted
from the =ore obseure consumer opportunity costs (o the more readily observable taxpayer payments, More
imporiantly, the switch o area payments for corenls wae accompanied by substantive extra adminisiration and
control. -~ Farms had 1o be registered 1o receive area payments, with each producer submitting annoal
applications outhning areas 1o be sown and areas 0 be set-nside.  Set-asidle land must be fallowed for a
minimum of 7 months {15 December 1o 15 August) while conditions apply rogarding the minimum size and
shape of Tand ser-aside.

| Control measures for area based payments in the EU are problematic. Although technically possible,
extensive control measures such s satellite imagery and aerial photography Face considerable practical
problems in the EU (Platou, 1992}, In essence, aerial photography, as used in US conirol schemes for their
cereal support, can be severely affected by the overcast weather likely o oceur at feast in some parts of the
EU during the control perinds. Satellite imagery is restricted by the satelfite paths in the perious when the
figlds are 10 be monitored.  The small and often highly fragmented natere of BU farms heightens these
problems.  Consequently, most conirol schemes to date have relied on intensive, on-the ground, Inspection,
Large databases have been developed to facilitate the control system and effect he schemes. Apart from
adding an extra administrative tier, set-aside arrangements have more fundamental effects on the control
procedure as they almost inevitably require Tull field control to prevent abuse as location also has to be
reconeiled rather than just production.

The infensive control measures needed involve substantial costs. Thompson (cited in Anon, 1992)
suggested a control cost of around 2 billion ECU based on US experignce of a cost of control of around SUS
1006 per farm.  Various reasons, however, make Thompson's cstimates a lower bound and suggest
substantially higher administrative and control costs in the EU. These include the long history of deficiency
payments and set-asides in the US, its more advanced and well doveluped adminisuative channels, and its
more homogeneous agriculture,

One of the key aspeets about the cereal reforms was that the pew support instruments fareg paynents,
sel-aside) were an adjunct and not a replacement for the existing instruments fprice support). That Is, the
reforms involved & change in the level of price support and net the remnval of the price support dself. This
is & key point with respect 10 the costs of administration as an extensive infrastructure maintains the wedge
between internal EU prices and world market prices. Export restitutions could, in principal, support the higher
intenal prices.  However, 2 multitude of institutional prices are employed.  To prevent disruption of CAP
support regimes by external imports vanous threshold  prices and variable import levies have been
implemented.  Intervention buying and sssovined prives were introdueed 10 set o floor under market prices,
However, depending on particular policy parameters including the level of stocks, both the infervention price
and the expont gestitution have guided infernal EU prices wt different times and in diiferent matkets,  Indeed,



intervention buying s incroagingly been used as a market managenient ool rather than a safely-net
mechanism,  Consequently, both the intervention prices and the prices implied by the export restitutions are
colloctively refesred to here as support prices.  The reliance on » range of adminisirative measures partly is
historical and partly reflects the heterogencity of EU agriculture. o this paper, it is supgosted that the
evolution of a range of instruments is also partly the result of interplay between BU decision making and
admingsteative control,

Although intervention buying and export restitution are concepiually simple, practical implementation
in the EU is demanding. Ongoing, detailed management of these schemes is required given the dynamics of
BU and world agriculiural markets.  Product differentiation thay characterises agricultaral markets complicates
support regumes.  Special problems arise for the EU in that while management parameters are set at the
supranational Conunission Jevel, most of the actual administeation or control oeeurs at the national, member
couniry, level, The agnmonetary arrangements furthier add 1o the administration, ;

To sustain high levels of price support within the CAP, various supply and budget management
measures were introduced especially during the 1980s 1o limit production receiving support and thereby the
costs of that support.  Included among these were quotas, production threshiolds and co-tesponsibility levies
all of which involved their own substantive admmisirative structure.  Despite the trend away from product
market support and & move fowards input controd, there 18 litde evidente of a removal of this extra
administrative apparatus,

Substantial direct cosis are inewrred in setting the various institutional prives and in managing and
controlling the support regimes; costs shared by the EU, natonal admunistrations, producers and traders.
When combined with sebstantial additional administration associated with the new support regimes, a veritable
amy of lawyers and other officials are needed 10 effect the schemes and substantial tansacon costs are
incurred. Determining the magnitude of these costs is extrenwely difficult, howevet, as many different agencies
admunisier the schemes or conduct the wontrol, while the activilies of the officers involved are not solely
confined to EU matters.  Anecdotal evidence, nonetheless, suggests tsal substantial resources are involved.
Haure (19933, cluming o cite an imerpal Ministerial paper, stated that the number of officials involved in
administering agricaltural support it Denmark was roughly cquivalent to te number of full time farms
taround 30000).  Althongh unsubstantiated, the report relected widespread concerns both within the farm
community and the rest of sociely over the growth i administration associated with apriviliral support. In
the Danish Mimstry of Agriculture, adnduisiration of various agricultural policies, especially the CAP, has
increased the proportion of staff involved in control 1o 43¢ (Landbrugsminivesicr, 1992). The latest CAP
reforms will increase markedly both the absolute nwmber and share of olficlals involved in adminisiration and
gonyol.

Avoiding the need 1o adminisier export restitution, intervention buying and related measures frees up
substantial reseurces for national adpumistrations and involves considerable cost savinps,  Although some of
the costs sueht as salaries are simply gansfer payments, administering ameeessary CAP repulauons is hardly
an eflicient or productive use of these often plly skilled esources. e CAP relorms sisk tang up 4 Jarge
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proportion of the activities of agricultural ministries in the various member states, Tying-up of resources is
not Timited 1o the official sector.  In Denmark, for instance, much of he time of agricultural consuliants
atached to the fann unions has been devoled 1o assisting farmers complete forms associated with the new
support measures,  Although less tangible, the indirect cost of the diversion of consuliants® time away Trom
technical advice to completing regulatory forms may be substantial in the longer 1emn.

Although the direct costs of administering CAP support regimes are substantive il not directly
abservable, no less significant are the indirect costs uf such schemes.  Indireet coms arise through difficulties
in prograny management such as over-generous refunds. For instance, difficulties in day-to<lay muanagement
enfail that export restitution i excess of that needed to offect the transaction are ofien granted, Complex
regimes combined with substantial transfers are also conducive o system abuse.  Such abuse may involve
outright fraud but it may also be legal misuse of loosely defined regulations or be the result of imperfeet
mformation given the complex rules.  Combating the abuse requires a large control system and legal
infrastructure % suppart (he control.  Various Court of Auditor’s reports also allude to the substantial indireet
costs. The Court of Anditor's report on export subsidies in 1980 (Officigl FC Journal No. C133; 1991, in
particular, reports a plethora of system sbuses, over-generous refunds, a physical control rate well below the
legislated 5% level, and lax audit and followup procedures.

Abuse of support regimes, therefore, was a well established and widely known part of the pre-1992
CAP. However, elements of the new support regitmes such as headage and area puyments are particularly
susceplible to abuse.  Headage payments for livestock have foreshadowed some of the difficultios in
implenenting such schiemes on an EUwide basis and the potential control problems isee Official EU Journal
C330; 19923 as have the earlier set-pside schemes and area payments for oilseeds. In an elfort 1o fend off an
escalation of fraudvient mususe of the support regimes, an integrated agricultural control system JACS) was
established {Council Regulation (EEC) No. 388792). The system which mvolved the establishment of large
computerised databases draws on information from on-site and remote sensing sources.  Severe penalties are
proposed for observed irregalarities (Manegold, 1993). Despite the more sophisticated, mote vo-ordinated and
tougher approach to combat fraudulent pracuces, it is far from clear that the systemn ean cope with the new
SUPPOLE 10gIMeS,

New pressures on the CAP

Pundamenial changes implied in the 1992 reforms did relieve some of the pressares raised by Sturgess (1991),
Brown (1990} and others, especially the various commodity market distortions related to high price support,
AL the same time, however, 1t introduced a range of new pressures on the CAP which, unless addressed, are
fikely to make the new support regimes unsustainable,

A key remaining pressure ix the level of administration and control asseciated with the reformed CAD,
The substantial extra administration undoubledly places further strains on e CAP. AL an institnional level,
tensaons are heightened between the Ceurt of Awddors and the Commission, berween the Commission and
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nations! adminisirations, between the various national administrations (northern versus southern member
counnfries with their different eontrol aneasures g camplizmce)“md between farmers and the various
adounistrarors. ALl such tensions beighten potential abuse and linit effectiveness of the measures.  Hence,
while the costs of the administrative measures are diffuse and parually vbseure, the absoluie magnitude of the
rosources tnvolved means Wi pressure will arise Tor 4 rationalisation of the administrative burden over time.
Tlus wag elearly evident in-the 1993 Farnr Council meetings when varous member couniries sought changes
fo the wew support regime oo administrative  gronnds, naticly © Igive support schiemes it were
adinistratively feasible. ,

Although administration costs and problems, especially fraud, have always been an issue tiey have
How Been elevated 1o even more prominenee. The debate over adannistratian was hrought to the notice of the
generat public by a broad spectrum of the media and cerlainly a broader group than for most CAP issues. Tor
instance, the aricle by Haure (1993) was published in one of the major Danish daily newspapers. It sparked
ongoing debate in e print, radio and TV media over a series of weeks,

Anpther related though ditlerent pressure is that the incidence of the administration burden lizs
changed or at least been extended,  Whereas previously the administrative burden of price support measures
fell on navonal and EC admunistrations and on traders, the area payment and set-aside arrangements have
brought CAP administration inside the farm gate.  Many faroiers were confused as o their administrative
responsibilities under the new arrangements 10 the first year of its operation and risked exclusion from the area
payments.  Although these problems may be one-off, the reforms involve an onpoing. substantial effort by
farmers and therr advisers o admimsirative matters.

Ope of the most contentions parts of the 1992 reforms Tor fammers were the arrangements and
requerements for the setting aside of land. Setting aside of Iand added 10 the adninbuative burden on farmers
as indwated m the previous section.  Farmers main congerns, however, centred on the effects of the sel-aside
arrngements on their Taom sanagement. That is, uncertaingy abomt sumediate or future setaside requiretnents
hampers farmers from mahing better wxput allocation snd investment decistons and prevenis them from
responding efliciently 1o changing marke: conditions. The sct-aside provisions created various technical and
management problems associated with teaving land sel-aside such as weed nanagement on the areas set-aside,
and they created harmpnisaton problems with other LC and national legistation such as that refaed to manure
production and land availabitity and usage.

Furthermore, the beterogeneity of EU agriculture entails particular diffieulies with (e set-aside
arrangements as well as the other admipistrative and conlsol mewcures.  Common rules imposed on
heterogeneous agricultural resources and structures inevitably result in inequides.  For instance, the set-uside
provisions exert markedly differing imparts across mdividual fanms. Attempling to make these schemes more
equitable, such as basing arex payments snd set-aswde requirements op individeal kind gualiy, poses seemmgly
intractable adnunistratve and control problems. The insidious, albeit unintended, hieterogeneons impacts of
the regalations impose a pelicy cost thar must be borne when implenenting the administative measures.  In
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the evolving policy environment, EU decision makers are having to wade off greater turgeting with
 adminisirative tractability. ‘

Problems associated with the' set-aside arrangements were clearly apparent shortly afier their
implementation and in the 1993 Fanm Council meetings,  Allowance or provision was made for the setting
aside of land on a permanent basis aibeil at & higher rate. Once again, despite the greatly divergent land
guality and farm structures. adminicorative feasibility meant that uniform EC-wide set-aside rates were
implemcméd implying different impacts on individual farms2  ‘The Commission, on prompting from the
Council, established various  committees and engaged in various swdies to exawine the impact and
implementation of the set-aside arrangements. TFor EU decision makers, the dilemma is (hat adjusunents to the
arrdangements 10 Hmit resource inelficiency, progrant inequity or environmental scheme compatibility atl
increase the “slippage” element of the set-aside arrangements and their ability to fower EU cereal production,
The further, almost ievitable, adjustmenis to the arrangements are likely 1o result in 4 notional sei-aside rale
which is too high (o sostain,

Although CAP reforms arose to address various infernal problems, they were also indirectly linked 1o
bilateral and multilateral trade developments especially the desire by EC decision makers o avoid ongoing and
damaging agriceliural trade disputes with the US. Meuch of the debate in the BC in the first hall of 1993 on
agricultural matlers was concetned with whether the 1992 CAP reforms were compatible with the so-called
Blair House Accord on agricultural policy reform agreed to in principle by the EC and US in November 1992,
While choices of base years and especially the exemption of area and headage payments from an aggregate
measure of support meant that the 1992 reforms were compatible with the Blair House Accord in many areas,
there were some notable areas in which it was not. These included minimum access arrangements for some
commodities {egs, skim milk) and the volume of subsidised exporis. The latier was of particular concerm as
a rise in BC exports in the early 19908 meant that an unmodified Blair House Accord would bave meant
reductions in actyal exports of around 40% for wheat, meat product and cheese exports.  Furthermore, in the
first year alone meat exports would have had 10 be cut by one quarter and wheat and checse exports by around
one fifth (Landbrugsraadet, 1992). This explains the very real concerns of the French over and above any
general obstinance in concluding a trade deal as well as the changes to the Blair House Accord in the final
GATT agreement,

‘The ability of the EU 1o deliver the substantial reductions needed in subsidised exports or 1o markedly
improve import access, however, depends on developmenis beyond immediaie control of EU decision makers,
Productivily rises, consumption increases and factor usage are all uncertain in the new policy environment as
are world market developments.  EU decision makers and market analysts simply do not know or do not have
the information to el them how BU farmers will respond to the area payments and sef-nside arrangements. 1t

24 tower rute of 18% was applied to nigrate seasitive areas with environmental controls in place or to countries which had more
than 13 % of their arable areas specified 10 be set aside. However as the lower rate applied only to counries just having ratified
the Maastricht Treaty (Densmark) or In the pracess of satifying it (United Kingeam), then ity basis was more political tha
technicul or evonuaic,
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has taken almost two decades for American -« -icultural economists (o begin to understéod liow US farmers
respond to land set-asides. Thus, in the wbsence of complere knowledge about farm and EU market response,
interngtional pressure on the CAP oty condnne despite the recent reforms, Altbongt she final Uruguay
Round agreement may ¢ase spine of the more immediate problems in meeting e agred soent, the Jonger term
Pressures remain.

Are the remaining pressures unavoidable?

Not Many of the pressures outlined in the previous section could be relieved without changing the éroad
thrust of the policy regime or the overall levels of support.  Once agaw it is the price support that is at the
core of the problem, Unlike the pre-1992 CAP where the problem was the high levels of price support and
associated commodity market distortions, the current problems siem from the existence of the price support
mimstructure alone even when Levels of priee support are low,

To estabhish that 1t 1s the price support infrastructure that 15 the core of the problem, consider the
implications of removal of that price support,  TFurst, its removal would save on all the direcs administration
costs associated with the price support.  Second, the sizeable indirect costs alluded (o previously in terms of
program ranagement, progrun abuse etc. could also be avoded.  Third, removal of the price support would
entid no subsidised cereal exports and so avoid problems in complying with internationsl commitments and
the need to rely on unknown fechnical and behavioural parameters in meeting these commitments.  Fourth,
with no cereal price support, intensive livestock product exports {pigs, poultry would also no longer be
subsidised. As indicated in the previous section, recent bifateral and muitilateral commitments would impact
greatly on subsidised exports of intensive livestock products. Removing the need to artificially cut back
exports would be of major benefit 1o seme of the more efficient agricultural sectors of the EU.  Filth, by
ensuring no subsidised cereal exports removes the need to have in place the contentious, inglTicient and
inequitable Tand set-asides,

Not all the remaining pressures on the CAP would be relieved by a removal of cereal price support,
In porticular, sectors such as beel and hosticulural products wouid require ferther policy adjustments,
Nevertheless, a removal of the price suppont could remove the Key pressures related o land set-asides and the
Tevel of administration.

Cratical i an analysis of any such policy move is estimation of the remaining market price support
implicit in the CAP cereal regime following the 1992 reforms.  Brown (1993) estimated that support prices in
the CAP following full implementation of the 1992 reforms entailed, on average, negligible market price
support for wheat and 4.5 ECUftonne for coarse grain. A modest level of remaining price support is
consistent with the findings of other stucies such as those ciled in Anc.s (1993). Daspite the modest average
levels of support, considerable variabon in market price sopport was estimated across years, and world prices
may welf exceed the new support prices in particular years, 'This is ao interesting issue as it suggests that

witliowt policy adjustments, EU producers could well be overcompensited, relative to the target support level,
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by area payments in years of high world prices. A move o full ares payments would avoid (his potential
overcompensation,

Removing the price support could be achieved in:i number of ways including varjous inframarginal
support schemes such as Producer Entitlement Guarantees (Rlandford ef al., 1989), Exsmination was made of
an aliernative support measure which involved no price support and yet which maintained the same level of
support as well as the basic thrust of the support. Essentially, the semaining price support was replaced by
extending the area payments o include the remaining difference between the support price and the world
price. Thus, the current fixed area payments are replaced by [ull arew payments representing the whole of the
difference between the farget support fevel and the world price,  Other conditions relaling to the area
payments, such as program areas and yields, remain the same under both schemes,

Because of the modest remaining price support, welfare effeets of removing that support are relatively
small for producers and consumers and involve a modest improvement in traditionally measured nel social
welfore, One key area of coneern to EU decision makers of any proposed policy measure is changes 0
agriculural support expenditure.  Such expenditure has abways been of concermn to the Commission and

~decision makers due to the high proportion of wtal expenditure devoted Lo agricultural support and due (o the
supra-national, own resource nature of the EU budget. Extending the area payments w compensate for any
reduction in price support increases budget expenditres on area payments by only 5% or around 400 million
ECU. Net budget effects are even lower as savings are made in cereal and livestock export restitution. The
net budget effects are negligible because of the modest remaining price support and because any producer
over-compensation is avoided. Although the average budget effect is netral, payments may vary substantially
from year to year, Brown (1993) estimates payment variations in the order of 6 billion ECU.  Consequently,
implementing full arca payments requires EU budget arrangements which allow for variable payments across
yoars.

Why retain the redundant regulation?

For the Comunission, 1 move to full are payments would not represent & radical shift as they have previously
indicated their desire to move cercal priges more in line with world prices. (The initial Commission reform
proposals in 1991 called for intervention prices 10 ECUfonne lower than those finally agreed upon.)
Hovever, while wearing much of the political cost of removing the price support, the Commission failed 10
capitalise on a major benefit of removing price support, namely the discarding of administrative infrastructure
used 1o drive a wedge between internal BU and world prices. What possible reasons are there then for the
Commission not sceking to capitalise on this major potential benetit of & move away from price support?

One reason would appear 1o be that the Commission has relied heavily on administralive measeres in
the past to manage agriculural markets. For instanee, the Commission effectively bypassed the inaction of the
EC Farm Council in reforming price policy by implementing tighter intervention measures and the like,
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However. 1s assigning a defacto policy role o an unrepresentative and bureaucratic Comimission 4 first best
solution and 8 it better tackled by improving decision making institutions within the EU?

High levels of administration and complex support regimes often blur the distinction between
management and policy and this has certuinly been the case in the EU. Simpler regimes enable more precise
limits on Commission action, Furthermore, they are of benefit to the Cormission themselves in being able 10
operate more cffectively within the par o rs defined by EU decision makers,

Past administrative measures along with. the new 'conlml schemes confer power not only on the
Commission but also on nationa! administrations and even some farm organisations, Weaning EU and
mational bureaucracics and related organisations off administrative comtrols may prove more difficult than
weaning producers off high price support.  Administrative mechanistns both in the BU and elsewhete in the
past have become quickly capitalised into support regimes mking their removal that much more difficult.
Thus, new measures such as land set-asides may soon join the previous, Supply manggement measures sugh as
contmodity quotas as an inseparible part of the EU agricalural support fandscape.

Greater exposure to changing market conditions demands an instuutional environment for producers
enabling and encouraging flexibility in their production decisions 1o meet the changing conditions.  However,
atleast in the case of the EU where relative producer support has fallen from the unconditional price support
of the 1970s, administration and controls on production have icreased,  Added administration may be the
result of more sophisticated policy targets.  But the discussion in this paper sugpests othierwise, the extra
administration and control being largely unnecessary. Fatwre analysis of agriculral policies must ot onfy
focus on Jevels of support but alse on the efficiency of the mix of instraments used to actueve that Support,

Coneluding remarks

Although the cas> focussed on in the paper is specific to the ELL similar developments have occurred
elsewhere in the world, Excess, comples administrative support schemes are not nnigue to the FY, and the
US, for instance, has operated a labynnth of supply management, anp it contrals and export enhancements
which, at best, have achieved only mixed outeotes in meeting their desired goals (illman, 1992y, Various
commaodity market or political market fadures call for intervention.  Such intervention, however, fieeds 1o be
conducted m the most efficient manner and 0 a way which allows those affocted w be able 1o adjust 10
changing commodity and political market conditions.  Currem levels and forms of infervention in many
countries seem ok 1o meet these critersa,

There are various reasons why administrative costs may be overlooked i policy analysis, policy
debate and decision makmg,  From a0 economue analysis perspective, such costs are often ignored in
conventionad wellure analysis when considering policy alternatives.  For decision makers, administative costs
are often absorbed wilun the oversll burenueratic nfrastruciure and Gifficolt to idemily at e individual
policy level,  Nevertheless, administration and control associaled with agoculiural sypport can involse

signuicant yeal costs and te up considerable resources and needs 1o be esamined and considered more closely.
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Global agricultural policy reform in recent times have rightly considered the “big picture" of reducing
overall levels of suppdrt. and in achieving more targeted support. - Certainly there have been congiderable beng
from this course of action. But there arc also frge potential gains from examining  nether the same policy
objectives and policy thrust can be achieved more effectively,

Recent trends have been for o move away from blunt commodity market support 1o achieve vague
agricultural fundamentalism objectives 1o more sophistieated policy targets to address environmental, food
safety and regional concerns.  Such policy changes can involve substantially greater administration and there
is a real denger of too many controls and too much administration.  As in other economic analysis, the
benefits of greater administration must be carefully weighed against its costs,
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