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Contribwed Paper to the 38th Annual Ccn/erem;e o/flu! AAES, Wclliugwn, New Zealalld, February 1994 

l)oJicy Ut,fQl"lllWitholJL Administrative Rcfotm: 
'fhc Case of thcComm.on Agriculturnl ]loHcy of theEC 

Colin nrown 
Dcparl11umt of Agriculmre., 71zc Uniw.:rsitjl oj QueeNsland 

111 euphoric :mllnncr late last year. trade ministers across alC globc u'umpeted along awnhcd Muitilat.cml 

agreement on ngricultuml trade and pn1icy rCf()(Ul, In m~ulywaYSt however, tile agreement wns merely 

rutification or ttffiJlnationof unilateral rcfonn already .in progress. !~ geneml, agricultural policy tc.fomls 

ncross mUlly developed countries represented n rn<wc away from rciUli .. dy blunt support inslrucncnlS such us 

price support towards more utrgetcd forms of suppntt. The move reflected not only Ule ineffiCiencies and 

incffcclivcnc>ss of price based support in 'l1uinlnining ngricuHurul inct)mcs (Brmvll. 1990). but also some of the 

elllcrgiI'l~~ mcgatrcnds in agl'icult,urc(\Variey, 19(0). 

Re'ct'.!lt changes in the type of support have typically been associated with much greater administnUiOI\ 

andcolltrf': Mn,dl of thccxtrn administratioll nnd control Ilmy bcass()cial.ed with the more sophisticated 

policy targets. Altllvuoh kccf' toimpl<rlAlCnl Ule new policy measures j decision makers hnve found it more 

difficult Clll't aside of much of the now targely redundanl administrnlioll und control asstK'hllcd with (he old 

policy mensures. Yet there. arc silcablc, ~ncn overlooked, gains to be Illude here it' well. To Hlustrntc these 

issues, exnminution is made of the May 1992 and subsequent rcfnmls to tllC cereal support t'cgilnc of Ule 

Common Agricultural Policy (CAP) of Ih~ then European Community (Ee) and now European Union (EU). 

Reform of CAP cereal support regimel 

or all tllC problemb confronting EC agricuhuJ'td decision III akers at U1(: stilrl of the 1990s, the cereal support 

regime of the CAP stood out. Efforl.s at supply and budget control through Cnhiltll,('d production tlm!\llOfds 

and co-responsibility levies alonu wlth volumnry. poorly cOJlceived early retirement nnd land sCl .. n.side schemes 

had singularly failed. The use of feed Ct~reaJs as an iJ1tcnncdialc input., cspcciull)' ()Jl·,fnrm or 011 neighbouring 

farIlls. entailed tlmt ImUly of Ole supply ttJntrol measures possible Jor Nhcr commodities were nOl1\pproprlntc 

It-un demUs of (he ceJe.ll tdorm .. ::ue sN out l.r. Council rcguhtl.ion (ltD .. :") No. 1765,192 while un outline tlml diwussilm of them 
llPI~nr5 io \,uriouswun:($ 8u::h as M;mcgold \1993), Apart froll! tl!(~ rcfortn~ to tIle ('ctl'td SUpplUt n:r,imt.\ lIimHur chnngcs 
OCC\lI'Wd to Ule .tcgimcs fllr oth(!t trrabtc crops.. P(()I~in "rops opcnltcd :on the samtl prill..:itlb,.' ti1t.~i\'Ulg area. payments bast'Q :llt 
Cftl!iU ~:il'lds with l'll,lmmls65 EC'U/loltflC hirhcr. Afet~ p~:'mcnts "vere initially tnalll!u \lith uilsced!:> tOffil'l,il J('IU~ml l.~~h. 
241i2'JH \\.ith the paymenlS reptcscnHng the: diHcrcncc bNwel~n the currentEC pric!! mnl th\!. wtnld m,\r);,ct ~Utn~ .• lhe 
\~np{)rar}: system fnr oUsccds wcn~ inc~)rI)t\t:ut{'d lllln lite commnn &ys\cm fhr ·artl";'~ ~rops in lh,' 19Q::! Nhml1s r'Uf nmmUllU 

liVI'!itl~("k tlWfC WM 1I11C':\1<:n5iot' of the' move lOwml!s ht'mtag(\ lK\ymcnts and llway ~.'mprkc. Mtpport. 



rorcerenIs~ FurUlcrmorc,bcCitUse of lh('" Hvest.ocK;.eercallbcQ infcruclions, high ccrenl prices resulted in mao)' 

of the distortions in the CAP. Tnmsnthultic agticultural subsidy wars typically waged, over ccr~'lls 1md th~ 

closely related oilseed markel. ~rbe CAP~and its political tltld Ildmioislnlllveroaslets\c .nlc~,dn b~~rrilgeor 

pressnres suCh US those outlIned. in Sturgess (991). 

To their er,~~dit, Be dcc.islonmfikcts sought to mlack the problem al its t()OI" namely the h!t:!blevclof 

cc.re~} ..... ;'!';c suppOrt.. Brown (1(90) clearly showed just how blunt price support through. Ihe CAP was in 

nehiCVUl~~! :1111S EC objectives nloog with tll~ i~lc,qultyandjIl~rrectIvcn(:l)s ()f that support. In n quite 

n:!l.:.a;~}l~ll~\ ~ ()l S{ale~J;~.anSbip, the Ee CO~llntsslOIl 11uaUy coaxed Itrccaleitrnnl" ngricu!lUral ministers ()fOl~ 
m~tl}.)ct cn~nlr~,:s tl' ar~ :'~~ tl fundamcnttu. sllln~twdY ffom price suppon. 
, I ~ &-

';', 't' 1"110 essence or UI' .. ' c.\. renl refof{l't.· wrt~ n reducliotl (3Stfh) m suppo.rt price levels to be compensated. f<lt 

by d~~~~t an~~tpayn1' .~\ s'l:<'igurc 1). Thl!Utca payments were limned to Ihe n'!iernl~e ()f ureus culti"lu.edin 
198t;~,;99() .and 1991 ~~d (0 a fixed ykld r~prcsctlling nfl avcrngc of lhe three mio(Uc yie)d~ovt!r lIlt! 5 year 

harvest period. 1986 to 1990. For fttrnlSWiUl potentml for m()[c than 92 tonnes of pmgnun (:roPSf then n 

petccntagc t inithtlly 15% on a rotational bMjSlOf U1CJf crnp base urea hlld to be ScH!Sidc. Selected 11On,. 

program crops could bCgfO'WIlOll the s~!~asjdc nrea iUlu.al least 'in lhe inili'll 199~ mJ(mns, st.'I·aside arcas 

were 10 :receive compcnsnti{m af the lev!?! of Ule dir(~ct arC'{i payment.; Set·nside laud OrIginally WIIS Lobe 

roult.ed to prevent setting aside of margiIlfli ltmd. 'rhe finnl proposnl, ltOwcvcr. UUllwcd n)r n()Jl~mt{lti()md set .. 

aside .ttln .higher percentage. 

Figure I C At> (,pre"' Support Regime Pol1owing 1992 Rcfoll11S 

SOurce: Brown (1993) 
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Extra aC/mlnlstration assoclatecJ WIt!l the neWSl1fJp·ott n~gime 

(,etting prices right and l'CUlovillB some:: of the distortions ass()citltcd ,vithhigh price sUpJ)ofl, was: J101 nchieved 

witllO~ll some trndC~l)frs. :DedsioJ1 mnkt:ts blcurredu POliUC1l1cost. lodnn the lruecosts or support shirtcd 

from the 1'1{)t'e obscure consumer opportunity COSl~, mOle It'lOre readily ohservable taxpayer pttyul,ents. More 

impOtt{UIHy. the switch to aren p.aymentsr()rC~rCnI5 \V/I' acco:~1p:micd by suhsla:otive ex.tra ndmJnistraUouand 

c011u'oi. FtU'Ins hud to be' registered t{)fCcejvc areR paymcnts_ with c,u\;h producer submitting ftlltlual 

applications outhnillg {lreas to be Sm\11 andttrens to be set~r~side. SI>Htside Irma must be fallowed fur a 

minimum of 7 1l1(mlhs (15 December 10 15 August) while condilkms appl)t rcgllr(ling lhe mhlitJlom size and 

sh(t~ of land sCl~ns.idc. 

C()illrol measures for nrC-ii based payments in the EU nrc pwblclll;Uic. Am.Jou!~h tedmic(lUy possible. 

cXlcnsh'e control meaSUf!'S sucha~ siilellile imagery una aerial phOlogruphy face cmrsiderahle practical 

pmblems ill the EU (Plal{1u.19fJ2). In ~sscncc. <lcri~d photography, ttS used in US control schemes for ItJelr 

cereal support. cun be se\7erely 'l({eeled by the ovc{t;mst wemher likely In {lC{;Ut al lema in sOJUepart.sof tbe 

Btl during the controlperillds. Sarellileilnagcry is rest.ricted hy tIll.! satellite paths ht Ule pcrioos wilen Ul(! 

fields aref{) be monitored. TIle smtiH and often highly fragrncmcd natufC'(lf EU farms heig.htens these 

problems. CO!l:scquentlYt most control schemes to date have relied on mtensiv~. mHhc ground. inspection. 

Largedataba5CS hnve recn dc"clpped to facHiuile the 't~()nt.rol system nnd ,'freel the scb~mes. Apart from 

adding an extfti ndftlirtlstl'utive licr. seH~sidc atraugCJll<mts have more fuud!U11!.llltal cJlccts(ltl the control 

procedure as tb~Y'lI.mosl inevituhly ft'tluirc full field cmltrol to prevr:'m abuse U~ locution al~o hus to b~ 

reconciled raUle.t tban just. prmluctiml. 

The inten'ilvC control measures uccdt:'u involve ~uhstanthd cmts, Thumpson (dtedin Ant)u, 1992) 

suggested it comrol cost of tm-mnd .2 bilUon ncu based on US expcricfil'c of n c(}slof control ()f ntound SUS 

WOO per farm. Various rensons. Jm;vevcr. make 111Ompson ~s cstimflte~ a lower bound and suggest 

substantially higher admitlistrotive ami control C()S(S lIlthl..\ Btl ThLtse ltlcludc the luug history :or deficienc)' 

payments and s~t .. ttsidcs in the lJS, its morc ndvanc(,'d (Uld weU dlwcluped ndminislrUlivecllanncJs* and its 

more hOll)ogcncousagriculturc. 

One ()f the kt!y :asPC(~t~ about dle ,cereal reforrus wAstlutl the m'w ,~uppnrt instnllmmt!of (:Ifcn payulcnts. 

sCl"Mide) were un nLljutlcl ,uno nm a replaccment fot U}e existing in~tnmli'.·ntli {pri(.x~ sUPIl,,1rt). 1114U is. the 

rcfmllls invohJed !! cJwuge in tlJl' .evel of price support aud llot tlw remc}l'ul of the price ~UPP(u"t .Itself. 'Illis 

is ft key point with respect Ui tl.1C tWits tlf admiui~tratmn as ,m extensive i!tfralltruc{urc maintains the wedge 

between internal EUplices and wurld market pri.\.':cs. Export restitutions could. in principal. support the higher 

int.ernal price'S. Howc\~cr. a multitude ~Jf iI1~titUlional prices arc I;.~mptoycd. 1'0 prcv.cnt disrupUou (If CAP 

SUPPtlrt regime~ hycxtcmal imports VUflO\lS t.hrc\)ltuld prirC's and vt\fiahl~ import le-vtc!- bave been 

impJctnl'llted. Intervention bu)~ing and !lSsOCitlt<zU pficc~ w~rc intfoodul'cd to set 't fimlr um.l:r market prkes. 

ll()wcv~r. depending un p~micutnr ponc~ parmn~t"r" imJuding the level urS10tKS. htllh the ilucrv,~ntion pd.t'c 

nnd theeXpof't l'CIlli1UUntl havC'guiocd. inte.rn.(tl EU piitt'~ ttl dillcnmt tinws and in dltfctcntmarkcts. Indt~ed. 



hu~r\,ClltiOJl lmyingbns lncr~~sillgtybcctlused usn lllnrkettnnnngcmeut:t0t11 rtuhcttbnuasnfety .. net. 

lllec hlltli sm. Couscqucnlly~ b()lhUl~ int.Clvcnllollpriccsnnd lhC'pdces bnpUedby the expor~ restitutlotlSttte 

t~:()U~clh'elymrerred ttl here tt~. sUl1po.rt.pdces. ~rhe reliance Oil II nmgc Qf ndtnhlistrativc IncnsUtes partly is 

histodcnl tUU1P;1l'tl}1 tl'nects tlle Heterogeneity ()reUa,gric~tlJurt~, III lhispilp~r, it is sUgg(lSlCd dun .tile 

evolutioll t1f n railgc orinstnullcnts is .alsoparlly (be resulto.rin1ctplnybc[w~Cll £iU decision mnkins and 

ndmitmtrattvecollt.f()l. 

Alllumgh in.lerVC'Ol.ion buyinp.aml :cx,Pt)tl r:cstiluliotl tue l~{)m'c111unny simtnc .• pructicn:liI1l1}1~mCnlnlj()[l 

in the nu i.s dcnmIlding, ()ngt)ing. detailed inUml!temcnl of nl(~SC schemes is lC(luircd givc.n the dynamics ,of 

nu and worldagriculU.l.fal markets. Product ddTcreuuaU()1l lhalclHwaclcr'iscsngriculturnl tt:l.atkctscmnpUcates 

support t:egmlcs. Spc(."inl pmbll~tns aris() for lhl!· .h.Uin tIu\t wItHe olMngcnuHll l)anunClcts a.re set tU tIl.e 

SUPUUl3titutnl C{1I.1mtissionh!\~ct,mostof tlu;~ ilema} :administrAtion or cOl1lrol occurs m tllcnational. me.mber 

count.ry, Ie.,'e!. Tb~ tlgnnmnctary nrnlllgcmenls fu.rther add to th~ nduliul:;tmliotl,. 

1'0 sus(uinhigh 'Jevtils of pricii suppuft\vlthin tIle CAP f\,W'jOU~ supply fllld hudg.ct mIDlllg{'mcm 

mea~ures were introducf.'dcspcciaHy during t.he 19805 t.o limit production rCCeiVltlg support amJ therchy the 

costs of Ullll support. Iuclmled anwllg Ulesewcr~ quotas, I,roduclion thresholds and '(H~fSJlmls.ibnHylevies 

~tU of whtch hw{)l\'cd tllcir ()\\'il suhsfamive admlmSltative structure. Despite Ih~ trend away ftom product 

matkct support nnd n mOle to\\~ards input c()lllrol~ there lS little evidence ()( n nmmvat of' llus qXlnl 

administrative tlpp~.rata$. 

Subsramial dircctC{lSlS nrc incurred in ~ettmg I.hevuriou;;; ulstilutiumd prices and in numuging and 

coO.ttOUitlgUle support rc.glmes~ costs ~lHlrcd b) the Ell~ llational admmistruli0J1~h.rwdut~rs and traders. 

'Vht'o combined with suhstantinl udditionaladuunh'ltratinn nssociatrd wUh the new support regimes. a. veritable 

amlyof lawyers andmher offidal" ru',~ needed m CffC.ll Um schcllle~and subst\lOunl lnt!lSBC110n costs arc 

incurred. IJetcnnining the tmlgnHude ()f these costs PI extremely diffit:ult •. h(w~'cvc.r$ a:s mmw different tigcllcics 

xl1jmmistcr the s.dlcml.~s or (.'oud.uct the ',:onlrol. while the at:tiviUcs of the omc~rs hw())wd urc not solei>' 

confmcd ln EU maUers. Anc(.'tiott\l, cvidem.:e. nonetlll:tess. ~ugges{s Uml sUh\tttr!llal rC,\QUfrCS afe involved. 

Haute (lQt)3). chtiming to CUlt an ttllctmllMimSINial papt·f. suued 11mt the nmnb)~r of ()rriei~ds bwolved in 

udmiublcrmg agritultural support in Denmark \\~l<; nmgllly (?!.luivah.mt to the mnnbcr of full Ume fatnlS 

{around 30nnOJ. Although un~ul'l\tmumlcd; the report tcl1ect.t:'d ",;hll.'~prcm:l c(mc(nn'i bn.th within the nlrm 

community and the fl'st OfM)cicly .(1'rcr the growlhm ~tdlllmi~lmtitltl as'\ociMcd wUh t\!!th'ultunll support. In 
nlC Dallish Mim\try of Agril'ulture. twrhinislfaHnn of 'VHrtous ugru:uHuml p()lH;i{'~. l~.~ptlCUlny the CAl'. IlnS 

increa'luu the proportion of starr involved in (.;outmt to 43Q, (Lttudlm.llll<tniJl.i"'f!riel. 199'2). ~I'1u.\ lat(·st CAP 

fcftmns \viU incte.t\se llHU'kl.'dly both nlC .. b.,oIUl(' nUlllbL'r und t;han~of olrtc.1nls. involved in admUlislnUtoJl nod 

t':(,mtr~.'t. 

AVOIding lllC' n~cd to adrninilllcr export n'slHutmn.intt'rventiun buying and t«:latt."d tlH.~~!f\Urcs: frt"'s UIl 

suhvtant.ial rcsnurecs ft]f national administrmmus lmu uwnl\l~s enil'iidcrahll" t{)Sl~awing~. AHllmmh some of 

dl(: (OMs '-Ul'll us salari~~ .arc shupI)' !ttullifcr p;lymt:nt~. administeflng ~lml'Cct.''ii)m"y CAP regulatIOns is hurdly 

~m t'tlu,:j!.~ru .or ptoductivetts(~ of th(~(! (inCH hfl~bJy~lulled r~st)ufCCS. 'fh!' C 1\1' reform'i WiK t) lng Ul) rl }m:g~ 
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proportion of the acli\?ities or ngricuHlifrll ministries ill the \'(toous member Stilles. ~rying"up of res()urc~s is 

lUll nmit.edlO d)~ ·()rncial sector. In Dcmnttiktfor instance. much ()f lhe time of ngrlcultuntl cmlsult:.ull.~ 

attached to the fnnn uni()t}s Im.s been devoted. It) assisting fnrmcrs el1mplc1.C' fotms ~ssociated with the new 

support llWaSUlt's. AltllOl,lgh less umgihll.\ the indirect cost of the diversion ofconsuhttHlS· lime away from 

lecbnicnladvlc<!to c{)mplelitlg rcguhttory fonlls ulRybc suhstuoUnlln the lange.! lenn. 

Although the dirc.et C(lSlS of ~ldministcrin1! CAP support regiBle!) Are subsltunivC' if not di.:rcctly 

obsC!tvnblc t no Jess significrul1 alC the imlircctrosl.S' vI' Stlch ScJlt'UH:'S. IndIrect ,CO!Jts ariSt~ through difficulties 

il1progr~m nHmug(;'m~m such llS ov~r·g('nc.tQus tcfund'l. For jnsUtnC~t difficu.JUesin tbl),.,w><Jay nlilflugcmcm 

email that export ftstiuujOll in :cX(~CSS of dUll nc~dNl U) rn('t~ttbe WUlS[tCUOIt are oftcngrmllc.d, (lmlpJe.x 

n·giUlI.$ cmnhtned wH.ll !'uhsuuninl tnmsfcrs are iilso cundudvC' to system .nhuse. Su.ch UbtlS~~tllayjuvolve 

ou.U'jght frdud but it may also be .legal nti5u~coftooseJy defined regulations or be the result of in.ll~rrcct 

infbmuntortgivcu thC' ttunpiex rtdcs. Combatin~tbl: abuse requires a Iruge control system andtcgal 

infrastructure to SUPfl()tt lheClultl'()t. Various (*mnt of Auditor's rcp()ftsatso tdfndcto lllcsubsHlminl indirect 

costs. The Court of Au(hwr"s tcr!i',~rt on export subsidU'.$ in 1990 (Official Fe Juulll·al No ... C13l; .1991), in 

particular. tlf!ports a plethora of system ~,buses,m~crMgcnerous rcfundst Ii physical (;outrolrote w~H .below the 

legislated 5% lC\,fl~ nndlax audit and follow·up p:roceduft's. 

Abuse of support regimes. therefore. ~was a wen c'tt;lbIished and wldt;.'ly known pru"t .of tlle pre,.1992 

CAP. Howevct~ el(;meUlS of tile new support regimes such as he.ndagt,' amI areapayllumt.s are particularly 

susceptible to nbust". H~adage paynll:llLS for livestock have foresh~tdo'wcu some ()f the difficulties in 

implcttlcnting such schcmcso[l an nU·wide bJsis and the pnteutinl contml probleOls (sec OITicittl HUJournal 

C:330;. 1992,) as IHwe the earlier sCtw.t\\lDC schNn~s and atea rmlnlcnts fbI' (ltJl\ccd\, In ,m dfOrl to fcnd orf no 

estrtlm.ioll ()f fraudlJlent mll\USC of rhe Sllpptln n~gim~s. un lntt~J!,raled ngncuftural control sy'>tcm llt\CSJ was 

estahlis.hed (Council RCt!ulation (HEC) Nil. 3R8119:.n, The system \\'llJrb mvnlv~d (ht ('Mab1ishm~m ()f large' 

t:ompuu-rtsed dauibascl:i draws on infotJI1ation frnm on·site llod remote ~t'nsjng sources. .sL·\'cn~pCuallics .urc 

pr()Ix>sl!tJ fm' (}h~Cl"cd itrC~ulariHe"~ f.Mancgold. 1(9)}. Dl'spHe dn,~ nl()n~ ;~ophi.stkuh.\d1 mme CfH)(tHmllcd and 

tlm.ghcr nppmn~h to cOlnhal1rnuduJent. pr.a(.~ucc~. it is lar ftom dear tlwl the s}stcrn can copt! with the new 

suppnrt. lI;~~illlC'.s. 

New pressures on th.e GAP 

l:ondnmcnta.l c.:ltaut!e,\ impbed iu the 19~J2 n\fOmlS did relieve some of th(~ Pl't"N,I1CS n\i~cd b~ Smr!tcslS (1991). 

J3rmv'G H990} and ()lher·;. C'il)c!.~iaJ1y lilc various cOlllllmdity market dbtonlon" feInted 1.0 high price support. 

Al l.hr.~:1me umet h()\\'c\!t~rtU introduced a ran.gc nf llC'\V prC,,\iUfCS on the CAll which. nrlicl)s nddn:ssed. Itre 

bkdyto make (he UQW <)uPP(U\ regimc~ 1lI1su,tailmhle. 

A .key tCl'll,llnmg ptC~"'UR' iii the !.c\1cl or ~nbntni\trat.inn and control as'itlt.:tatl~(l wah Ule rc!'tlrnwd CAl). 

'the ~ub':>t~mtialextra udmhlislrmlon umloubtt'uly plac\'s fUrlhcr slrttin~ nu the CAP. At all itlslitu.li()llnt level. 

b.m;;;tOlh ~lt(.' ll~i!!hl(~n(ld bN\I"CCn the C't~ur'l or Audltms and I.he Cnmmis.sion. hNWI1(m lhe Cmnmi~~jon ~\nd 



uatiOInt' :administnllions, belwc.en the \':;tr:iOU$ nnti(nnd ndIninIsttfuj!~ns(norUu~rn. versus.souUlenlmcmOOr .. . 
coumtj~s w.th Ulttir (lirrc.t(mt comrol U1C'ilSurcs twO (;Otl}plimlce) ji£~d between nmnersandlhe vurlous 

adnunisttalors. All such t~mm)nsheinhtcn potential libuse nnd limJtcrrcctivcucss 01 lh~. measures. Hence. 

",hilc Ihec·{}stsoflhe rldlU'tUlstrnti~c U1CH5urcs ltfC dIffuse ~mdpnrtHlUy obscul'ct Ute ubsoJ.tue mngnHudc()( the 

resources m.\'ol\'~dmentls tJuupresstlr~ will ,Ilrise fotn raU(lUnUsi\Uml()f tIle udministrutivc burden ovcrlimc. 

TIns ,wosclcndy evident in lhe- t.99.11~~um Council .mc.cl.ings,wbcll \'{{dous mcntherc.omndcs sOlIghtchnngcs 

{oihe '{ieW 5UPP(ltt fCitime on u<lmjnisft;Ui\'c grounds.. lwmclYhl Imvc support sdtcOles lhat "were 

{tdministrn(i\,cly fcasiblC'~ 

Ahhoughtu:l111inistmtit)u ·c·()s(s und [lmblcnls. cSJ)CCjally fraud. Imvcnlw~tysbcl~n tltl issue they Imvc 
m,)w hl::'cnctcvnlcd to even nUlff promitu:me~. '11m debntc over 1ldmllusttatkllt was hrouuht to lhe uo(jc~()r the 

genernl public llyn broad sp~'trum of Uu: mcdhtUJ1d 't!rl~\'lnly a hn)a.d(;!r group than fOl' most CAP tSSlles. For 
iu.stance~ tbe artlt!le hy Hanr~(199,1) 'W.lS pubHshed in onenl' the mt~jor l)iltUsb daily newspapors. n spalked 

ong\)ing dcbiltem the pr.inl~ mdmand TV meditt over a seri(:,s of weeks. 

Another retmed though dUTcrentpfcssurc IS thHt tbcinddcm:c ()f' the adminislratkm burdcnha,s 

changed. or tn le~tst lreeuextcnded. \VI.lqreaS prevlously (he udmht:lstruttve burden ()f price suppon measures 

feU on IlItUtl}Uft nndEC l~df.llmi$tratimlS and on trndcrst Ulcarctl payment und SCHLside arrangements have 

brougbt, CAP admitlJstrntic)U inSIde the fuml gnrc. Many Ihrnlcrs wcrcc()nfuscd as to their administrative 

te~rron5ibiHtics under Ill!! new armngcOlcnts in Ule firM year of Us opcnumn i:wd rl'ikedcxt;lu&ion froUlthennm 

payments. Altbough these pmhlelll~mHY he orll} .. (lff. the rcform.<i iuvul\:c .an (1n gOing , ~llbsHtnUnl effort by 

farmers and their advisers l() udmims.lmllvc matters. 

One of th.~ Uml)i comcntinus part!) of the 1992rcfonu,> for far11lCfswcro .rhe mrnnl~Cmenl.S and 

rcqu!rcmcms for tile SNtlng aside ()f land. Setting asitk~ of !tmu Ilddcd ttl the notmobtftmvc hurdf!ll ()t1 fann;;fs 

as iudlcalcd m the previous sectiotl. Fnnllers maulcun";Crt1Il, hmH!\'{;''', c,cntrcdon the effects of tIle sct .. aside 

arnmgctncm~ {)tl their farm mamigemcm.. 11m.! iSt unwfuIUl£y uhout immt;il,.,bmc or future ~cH1S:lde requirements 

h~ulli)l;rs farmers from makmg h(;'ltef mput uUocalion and investment dedsmn~ and lucvcms tJ.l(!ll1 from 

msptUlthngemclcntly Hl chant~ing marktt (;ondilioos. 'Ute \CHl5tdc pmvbimh 'n~tItcd vanous lcchmcal nnd 

filallagCJ:mmt problems il'i\()ctatcd with l($\'Ulg land sCl·a~kt.e such as wl~cd mmHll~t'ment on the arcae;; ~cl"aside. 

and they creulcdhufnlOut,aHon prohlems '" ith other LC and ml1iOllttt leg'~hIJ.iun. \m.h n~ thnt related to mllnure 

prmJuclioJl nuLl land (lvnilabihty and us.agc. 

Furthcrml)T(.\ the h~tcrol!CrJcjlY ()f nu ~lgrilld(Ure cnlaHs pnrHculm diffn.:ullif."s \\:ith the set-aside 

an:an~~emellts as wcUas 1he tltbcr :ulminiSlflltivc .. md control mC'.1;Un.~S. Common rule.s iHlpo~ed on 

hetc:togCtlct)Uh agt'jt;ulturnl re~iourccs and structure, il1cvimbly result in inequides. P()r in!i.tuncc, the sN"nsidc 

provfsintlscxert mnrkcdly dtn"nI1& nnp:'U'ls il~ro~S mdi\lidual farms. Attempting to llU\k~ these: schemes mora 

C{lUiUihJI.\ such ns ba~jng n.rctt payments :md 5cHtsUj{- requf({'mcrus on individual hmd qualH},.pu!JCII scc.miugly 

iutrac(tlble admtnistrtlUVC Rud control pMblcm~. 11l~~ in."ildmus, ~dbC'll uuintended. h~lerolwnc()Us impacts of 

th~ rcgulatmn~ itllpt:)SCnpnHcycost that must be hurtle when imfllemenlinl~ the (\dminisln\lj\i~Uletlsures. In 
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the evolving policy envitOlltllellh EU decisi()rt nHlkcrs urebttving to trade orf grc:uer tut~getIng with 

ItdnlinistrllUVC ttn~'l~lbitity. 

ProbleJ1)s tlSSOCttltcd with lh~1 sct·tlsidc urtnugellletUs 'were ctcMly uppntcht sborllynn~r their 

itnpl~mlmtUion :md in the 1993 Farm 'CouHcilmectings. AUownnceor provision was rllndc: fot t.he selting 

nside of land on apcOl.1UU(mtbnsls ltt~~h alahigber ratc.Once .t\gttin, despite Ulcgre.aUy iUvergl.1nl land 

ttu~lity lllld fntm sUUctnres. it.dmltlh:Jtuive rc~lsibmt.ynl(Nl1)t that. u~\irorm liC-wide: set .. asid.c tules were 

implemented lmplying. diJTcrcUl Jmpucls Oll individual j'nnrls.2 'fheC{>mmlss1011, (mprompting fwm tile 

Coullcilt established various c()ullniuccstUld cngugcd in various smdies to examine Ulf~ impuct and. 

implementation of tbeset,.asitle nrral1gemenls.F(lr Etl decisionll1nkcrst tlle dllenlma .is UUll n.<;ljusunents to the 

nrrullgemcnts to Hmit, tesource, inefficiency. progrtttnille~ll1lty OtCIlV,ironmcnutl scbeme eompadbilHy un 
increase the UslippageU elemcl\l of tIle set"llside urnlllgCnlCnts nod theit' ability to lower l:!lIcereal produeti<)Il. 

The furtber. utmost hlcvitablc.adjusuuems to UleartangetllculS arc likely loresull ina notional set .. aside nue 

Wllichis too high (0 sustaill. 

Although CAP.rcforrns arose to address various hltermlllltobleUlS~ Uley we,t'c ulso imUrecUy linked to 

bnnt~r1\l and nlultHatcraltrudc developmems especially the desire by Be decislOnmnkcrs to avoid ongoiug am! 

damaging ngricuh.umlttadc disputes WIOl the US. Much of the debate in the Ee itl the first half of 1993 on 

ngdcultuml matters WASCOtlCCnlCdwith whether tIle 1992 CAP reforms 'tvem (',(ulll1tltible with the so~culled 

Blair House Accord onagrlcu.lturnl poHc~t reform agreed to In principle by tbe 11C and US in Novcniber 1992. 

\VhHe choices of base ycars nndcspeciaUy the exempt,lon of ureu nlld beadagc paymcnll{ from UtI aggregate 

rncmmrc of support meant UnutheJ992 rerOmIS wcrocompatiblc wilb the l3I:tir- I'louse Accord in many nreas. 

there were some uotable areas. ill which it was not. Th~se ineludcdmillimuttl ncccs~ Ul'tnngcmCtllS for some 

commodities 'e~gs. skim milk) and lhe volume of subsidised C'xports. The lauer was of particular C()OCCm ns 

a rise in EC exportS in the c~lrly 1990s. nlCft1l1 lInll an unmodified Blair House Accord would have lllCUlll 

reductions in actual exports ofnround 40% for wllelltt ment product and cheese exports. Iturtllcnllorci in the 

first. year nlone meatexpotls would have bad LO be CUI by (me quarter an'i wheal nnd ch~l~e exports by around 

one fifth (LilJldbrugsrt\adct~ 1(92). This explains the very reat concCtu5 of the rrt'11ch over aud nho\tcuny 

general olmimUlce in concluding a trade dc-ul as well n.~ the dlangcs 10 {lie Blair House Accord in the finnl 

GA T'r agreement. 

'rhe nbiUly of the EU to deliver the SUbSUll1lhll reductions needed in subsidised exports or to mnrkedly 

illlprove import Ilr:cesst however. depend!': .()Jl devc{opmcills. beyond immediate control of BU ducisioll n1ukcrs. 

PtoductiviL~( rises, consumption increases anti factor usage are aU uncertain in the new policy environment as 

ure w()rld market, developments. EU decision makers and market analysts simply do l1()t kll.()W or do tUn have 

dIe illfonmn.ion to lell them bow Ell farmers will respond to the Ul'Ctl paymenls tuul SCH\side arrangements. It 

ZAluwerratl.! of 18% wa:s.tlppH~ to uitttttc sensitive ttren!>widl (trl\"imntncnt~llcmnrols in plu(;c Of to coUtU!te!> whichhIld ml;\"'c 
!11311 t' 'Ii uflhcir amble nreJ~ sp(~~ified ttl he set tl~idc, 1{()\vC\~Ct ns the lower nl1;: uppli~d only to coumries jlt<;l hll.vl?grnullcd 
lhl~ M;t::t'itril.:hl 'ftl.l:uy (t)cmnark) or ln the pr,wt'ss ofrntifYlug it (Unil.:!u Klngd'.im). llt{!fl ils l':lSis was more pobtlcal than 
tl!dmil.ul or tltnllmlltc" 
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has taken almost two dec:ldcs fot AmerIcan c~ ,·icu}(ural ccortomiststo begin. totlOdCfSt.lpd.how US fattnctG 

r~spolld to hwd sel .. asidcs.Thus, in the nbscnce ofemnplclc.knowledge about fotmllnd EU m.arket t(!spo.tlset 

ifltf:mrltionnl pressure Oil the CAP maycOtl.'IUlC despite lhe recent reforms. A.tU)f.)t~~t tlll::fitHlI Uruguay 

R()umi ~lgr(!Cmem tuay cnsc some of thcJnore immediate problems in mectJngiH: ngrctl.oent. the longer lertn 

prcssuft'S remain, 

Ateth~rema;nlng presstJres una va ida pIe ? 

Nt'·! Munyc)[ lbepressurcs outlined. In 'Ute previc)us section could be relieved withmH changing the '':Irond 

111ro.!\lOf the pohcyrcgime ()f (he overan levcIsofsuPP()tt. Once .agtlm It ts the price support that is at the 

core ()f tbe. prohlem, UIllikc the pre .. 1992 CAP \vhere the problem Wi~~ the high levels ()f prjce support and 

assodn~d. conlf~lt)ditymatkct. dIstort,lOttS, th~ currcnt problems stem from Ihcexislcnce of lhe price support 

infmstructurc alone even when tH:-ll) of price support are low. 

'ft) cstabhsh that tt tS th~ price support mfmsuuclufC thal IS the C,Ote of the problem.coJlsidor (he 

implication') of removal of tlHtt pnce support, First. Hs rCUltwal would save on. all the direcl administration 

cost~ associated with the price support. S(.lt{)nd~ the '<;il,<.mhle indrrCtl costs 1\l1ud~d to Prt~vjou;;ly interlll$ of 

pto~ramratmt\gcm~nt. ptt\~rmn ahuse etc. could also be avou.ll.~d., Third. mmoval or the price support would 

enuul ml subsidised cc.rcal exports and so avoid pmhletll~incomplying will} i.otenliul.omtl.C(ltmnjUnenL~ am} 

the llee.d 10 rely on uIll~lI)Wn teehtlic.aJ and bcltavlout;tl panuuC:lcrs in meeting tbese C{)mllltun~nt$. Fourth. 

WJtJi no {.ctealprk~e :;uppott. intensive livestock product c~ports (ptgn. poultry) would also no longer be 

subsidised. As indicated in the previous section. recent bdatcral and tnuitHutNat cmmnitmen(s would impact. 

gre.aUyon suhsidised e~porls of iUlCnS!ve li\-cstncK produ\:tloj. Rem()v~ng Ih(l n~cdlO nrlificfnlly cut back 

exports w{)ufd be of m.ojor benefit to some of the nmrc efficient agtkulwnt! sectors of Ule EU. Fifth, by 

ensuring nt) subsIdised ccn::d exponsr~movc~ the need to have in place the C{1lltcntjous~ inefficient .and 

iOlJtjuitablc land seHlsldcs. 

Not aU the rema.lIllng pre~,;ures on Ule' CAP would be:tehevcd by tl removal of cereal pnce support. 

in particular. sectors such as b .... ef and horticultural pmduCl'i \',iOuid require: fmtll",}' pnHcy adjustments. 

Nc\crtbcless. a remov.ll of t.he pm:c sUPi,,1n could remove the kCYt1rcs~urcs related to lund sCHiSidcs and Ule 

level of administration. 

Cntical JJ1 an analysIs of any SUdl polit.~Y IHOVC is cSlirmtlion ()f the rem:lining lllarkel price support 

implicit in the CAP cereal regime following tbe 1992 reforms. 13mwtl {19(3) c5tHmmed thal support prices in 

the CAP fnllnwing fun implcmcntntion of the 1992 refomls cmnilcd, on nvcragc t negligihle matket price 

suppmt for wheat tlnd 4.5 ECU/lonne for coarse gruill. A modest level ofremnining price support. is 

consishmt wi:h the findings of other sturics such as those ciled in Am:.:, 0(93). P~spite the modest nvcruge 

lcvchi of support. cOtl<;identhlu variatJ.on in m~\rkCl price support was e'~fimate.d {teross yeats, nnd world pdc~s 

may welt exceed the new support pri~cE:in particular years. This is ttO i.ntcrcsthlg issue as it su.ggests that 

wlllmm p{)nc~t(ldjustmcnts. Etl producers could well be overcompensated. rch\tivc to the Lilrgct support level. 



by tltC(l pl1),mcnts in Y(!IltsoChigb woWl prices. A move t.o full nret1.paymcnts would avoidUlis potential 

ovcrco1l1pensadt)ll. 

Removing the price support could b~ achieved in!;l numbct l)f w~rys Jncludiug val'i.ousinftaiUurginal 

support schctncs such~~sProduccr .EntiUCJllt'nt OUltranlces (Hlandford at dl., 1989). UXUOlluatlon wuslllade of 

an alLCl'11tlUvC support measutewh.icb involved no pdce support IUld yet which ttmintained the same level or 

support ns well as .the basic thrust of the support. EsscntinllYr thcremniuingpt'icc support WM replaced by 

eXlending the uren pltymems· to include the; rcnltlining difference bel ween the flUpport price nlld tllc world 

price. Thus! UIC current fixed i.rea payments arc replaced by full arctt payments representing tllcwbolc. of Ule 

difference betwccIl the ntrgct support le\'el and the world price. OIlIer conditions rclaUng to tbearen 

P;\}11lCnts. such as program areas and yieldst rClmlilllhc saUle under both schemes. 

Because l)f the modest remaining price support, \-velnire effects of removing· that supporture relative}}' 

smull f()( pnxiuccrs ulldcOilS\Uners uudiovulvc a modest improvement inlraditionaUy mcnsured :net social 

welfare. One keYltren of conccm to flU dcci')ion maker'} of Hay pUJpo')cd policy measure is changes to 

ngrieuItumI support expenditure. Such cxplmditurehns nhvuys been of conc:em tl1 HIe Commissi()Jl and 

decision makers due to the high proponion or lotal expenditure dev()ted to agricultuml support and due to U~c 

supnHltnional. own resource nature of the EU budget. Extending tho !Ire a p(tyments 10 compensMc for any 

reduction in price ~Upp(ln increases budget. expenditures on area pnyments by only 5% or around 400 million 

BeLf. Net budget eflects are even lower ftl) Sttvll1PS am made in cereal tUu.llivest()ck exp:1rt rcstilUtitm. The 

net budget effects nrc negligible because of thcmodesl remaining price suppor.t rUld bcc~msc any producer 

over-compcnsatioriis avoided. Alth()ugh the ttvcrage budgcteffeCl is IlcUJrnl. payments may vary subSlnntiuUy 

from year to ye~lr. Bro\\11 (993) estimates payment variations in the .order of 6 bBljon ECU. Consequently, 

implementing full (troa payments rcquire~ EU budget arrangemems whidl allow Jor vnrinble payments across 

years. 

WilY retain tlJe redundant regulation? 

.FOf the Commission, n m(JV~1 to full nrc payments would not represent n ruui(".al shm tlS Lhey have previously 

iudictllcd their desire to move cereal prices morc in line with world prices. (The initiuJ Commi~sion refonn 

proposals i111991 c~lncd for int.ervention prices 10 ECl}/toune lower UlilU thuse; finally agt'ccd upon.) 

HO\\cvcr, while weuring nlUrh of lh(~ political cost of removing lilt' pric~ SIIPPt1l'\. the Commission fllilcd to 

capitalise on a major bcncl1t of removing price MIllport. namely the dis~arding ()r ndministrntive infrastructure 

used to drive a wedge between imcmal EU and world pri.ct~s. \Vhnt possible rc:tscns afC there then for the 

Commission not seeking t.o capitalise on this nu\jor potential hCllcJ11 of a move away from price .support'! 

One rCIl~mn would appear to be lhat. the Commis"itm has relied hu:tvily on milninislrnlivc measures ill 

the past to mtmage agricnlturall11nrkcts. For insl.:t.llcC. the Commission cffCClh·cly bypassed the irmctiotl of the: 

nc FAlml Coullcil in fcfonning pt'icc policy by hnplctmmting tighter lntervention meallurcs i\lld the lik~. 
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.HoweVCf. lsassignillgn defucto policy Jole. ro tttl UJlrcptcsCnb\dve and burcnucr~H.ic C()mmisslon a first hest 

solution t\UJ f~ it better H\ckl<::d by improving decision HUlking institutions wHlli.11 the EUt
} 

High levels i1fadmlnisttationundcomplcx support regimes often blur the disUncUortOOlwccn 

manngcl1lcntanu. policy and U11s has .ccrtninly been tbe cnse lllthc .EU. Simplrr regimes cmlble. more precise 

limits on (';'mmission action. Fur!11crmo.rc, fhcy nrc of benefit to the Commission themselves in bcingnble t.o 

operate lIlOrc clTcClivcty wllhitllhc pnrm.,(·' rs defined by au dccis.iOllmakcrs. 

Ptlst adminislrative lllcasutc~ along WiUl the new control schemes confer power not only on the 

Cmmnission but also. l1tl national ndi11inistrntiollS and even some fnrl'll organisntions. \Veunlng EUnnd 

natll10ill bureaucracies and rcli.ned orglmisatlolls off ndnlillisU'ttivcclll1ltolsmny prove more difficult than 

wCUlllng producers off high price suppOt:t. Administrative mcctmnistns botb in the HU and elsewhere in Ule 

pJst have l~c.()m~ quickly cnpilaHscd. into support regimes nmkiug their removal thttt much more difficult. 

Thus, new trictlsurcs such as hUld scbasides nHlY soon Join the previous, supply OltUmgcmcm measures such us 

cmml10dify qU(lttts tlS ttn itlscpari,ble pnrt ()f the EU (lgnc'Ul1uml SUppt1ft. hmdsctlpC. 

Greater exposure toClmngitlg market, conditions demands 1m ltlMHutiomd em'ironment for producers 

cnablingunu encouraging flexibility in their prml1J(~U{)n decisions to nlN't tbt\ clmnging(.:(Judilitms.Howcyer. 

at l~astil1 tllcc~~sC of the EU where rcltuJvc proout't'f SUppOl't h:l~ fallen ['rom fhe uuctmditional price support 

of the 19708. ndminis;U'lticm nut! cJJnt.rois on pmdut:tltm haveilltIC~\M.'(t. Added udmim,tnuionmuy be the 

result of more sopbis!icu.1cd poUf,~y ({U'gdfi. Jlut tbe dlrot;:usSttm in this paper 1\ugf!"st~ otherwise, (he ex.trn 

administration audcoutrol being Inrgc.ly unnecessary. Future analY"is or agw:uflumJ poHc.tes must notonry 

locus on levels of SUppOt1 but also on flu!' efficiency of dIe mu:. of mstrum,ms used to UChlCVC lImt, suppmt. 

Concluding remarks 

Although the cast' focussed OJl in the paper t~ SIX't'lfic tn the EU., similar devclopmcmslmvc occurred 

clsc\vhcrc in the world. EX(eV~4 compte;; lluministnltivc support!l(.hCIUt.>:i an .. not Ul1UiUt' to !he Fn~ and the 

eSt f()r instance. has opcnUcd .l.l lahynn1h of supply m\m{ll~~ml;."nt~ unf lrt t~ontmls itnd ~xport "llhan(.~eUlentl) 

\\'hich, at bc~t~ have achjevl'd only mixed outcomes in hlcelmg (JU.ilf d"!"iC!.'ti ~nlal~ UHlhmtn. t9921. V~ni()u~ 

commodily market Qr polilitul market fadures tUn fur Intcf\'endun. Such mtcfventmn. h{)w('\i~r. need:; 10 he 

conducted in the moslelficietH Uhmncr and III {l \\i'al'wtuch aUmv"l tho'll! u.Ut.'clcd tn be nblC' to mijuI,t to 

changingt!omrnodity aud prtlttii.:al lumlv:L r.()m.uli()n~. C'unt'IU ll.!'v(·l~ and fmmli uf lntervcnUOll in Ul!UlY 

cmUltric.s seem not to meet these Cfllcna. 

Therl~ ilfC \lartuu\ n."\lsolls\I;hy udminislml1.,,'c (O~t, mny be (WCdt)OKCd m pnhc} ~Ul;llysrst Jm)ic)" 

d~bate and dccl"lit)J1 mali-mIt, hOll) a.~ econnnm::: unalpHspcplpN:livr. such to"ts nre often iglltlfcd ill 

(,;on\cntionul w~lf,lre nnalysi ... wll{.:~n L()fl~tch~ring pulicy nHcnml.h:es. F(lf d~c .. ~jml m:lkt,lfs, ndmJulstrnUve ct>sts 

nrc uhcn llhsorbed wHhm the ovet;dl hutcIlucmtic mfr.lstnJClure .am! dJfllt,;uHh] idemlly al llli! Individual 

pl)li~l le\,l.'t Nt·vctthelcss. mlminhl.filUOn ~md cmmol nssfx.::ial"u \\Hh a!~ut"~dturnl SUPPllt'l t,:I111 iJw()I\7C' 

sir.mht:alltr~;ll {l) ... ts and Ut\ up ~()llsJlh:rnhb; ... I,cSHtu'C(:'S nm! m'eds to be t'~amilled Ulld {,t)fl\idcn~d moreclo~~~ly. 
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Global ugriculLUfill policy rcroon in recent Umcshnve rightly considered Ole IIbig piCUlfeu of reducing 

oventU level$ of supporl. and in .achj~willg more turgcled support. Certainly there have been considerable bene 

front this c~)urse of 1lction, But there nrc also htrge pot.cntinl gains from examining-neUler Ule same policy 

objectives and policyUu:I.lSt call be ilchicved morc effectively. 

Recent trends tnwo been fot amove away from blunt cOInmodity market support to ncbicvevague 

agriculmral [urldamcmaUsul ()bjccttvcs 19 morc sophisticntl;d policy targets to nddress environment.al, food 

safety ~Uld regional concerns. Such policy chauges call involve subst.amhdlygteater lldn)inisttation and there 

is n reat dnugt1( of t.oo nlM)" cOlltrois and too Imlch administration. As illolll~r ec{)nomjoanal~$ls, the 

benefits of greater 'administration must be ci.\reftilly weighed againSt its C{)sts. 
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