%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

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

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

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

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

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

A ~—

SFEpTrL S SUER PO ECOATDe, associazicnaflessandroBanola
Rural & AmBenta studl @ feerche d socnoimia & poiboa agrana

4

Paper prepared for the 1239 EAAE Seminar
“EVIDENCE-BASED AGRICULTURAL AND RURAL POLICY MAKIN  G:

METHODOLOGICAL AND EMPIRICAL CHALLENGES OF POLICY
EVALUATION"

Ancona, February 17-18, 2011

How expensive is the implementation of rural develament

programmes?

Empirical results of implementation costs and their

consideration in cost-effectiveness analyses

Fahrmann, B.and Grajewski R.

1 Federal Research Institute for Rural Areas, Figresd Fisheries Johann Heinrich von
Thinen-Institute (VTI)

2 Institute of Rural Studies, Braunschweig, Germany

Barbara.faehrmann@vti.bund.de

Copyright 2011 by Barbara Fahrmann, Regina Grajewsk rights reserved. Readers may
make verbatim copies of this document for non-caxialepurposes by any means, provided

that this copyright notice appears on all such espi



Page 2 of 15



Ancona - 122 EAAE Seminar
"Evidence-Based Agricultural and Rural Policy Makin

How expensive is the implementation of rural devejament

programmes?

Empirical Results of Implementation Costs and their

Consideration in Cost-Effectiveness Analyses

Barbara Fahrmann, Grajewski

Abstract

The present paper refers to the results from tlauetion of rural development programmes (RDPs)

of five German states. It is focussed on two issles first is to develop a methodological approach
for determining the implementation costs (ICs). $heond is the discussion of their relevance in the
context of the implementation of rural developnmmiicies presenting selected empirical results. The
cost-impact synopsis (CIS) is a wider approachdlate the measure-specific implementation costs
and disbursed funds, based on implementation classes, with achieved impact levels. The
principles guiding the discussion are two thesé$:High implementation costs increase the overall

cost of the programme and thus reduce fundingiefiiy, (2) High implementation costs increase the
use efficiency of the programmes because they sseceted with more targeted, more effective
measures. Sample analytical results for differemty levels show that the empirical results lie

somewhere between these two extremes.

Keywords: Implementation costs, Rural Developmeogjlammes, Evaluation

JEL classification: H83, Q18

1. INTRODUCTION AND DEFINITIONS

Rural development programmes (RDPs) are the primapport instrument for rural areas
within the second pillar of the Common Agricultugblicy (CAP). Due to the federal structure of
Germany, the individual federal states are respbmdor drawing up and implementing their own
RDPs. Consequently, the RDPs in German vary irctire, financial compositions and organisational
set-up. Activities supported within RDPs are chtased by differing intervention logic: sectoral
measures (e.g. farm investment schemes, vocaticaialng), maintenance of the agri-environment
(e.g. less-favoured-areas or agri-environment sekg@nd development of rural regions (e.g. village
renewal, land consolidation).

The present paper is based on the experienceseaualisrgained from the ex-post evaluation,
completed in December 2008 (LR, 2008) of the RDPfve German states for the 2000 - 2006
programming period.lt has two parts. The first concerns the develapin a methodology for
determining public transaction costs. The secoraldsscussion of the relevance of such costs in the
context of the effective implementation of ruralel®pment policies and empirical resdlts

Since the ex-post evaluation concerns only that giathe wider concept of transaction costs
(OECD, 2007) which is related to the implementatdéfRDPs, the term “implementation costs” (ICs)

! Lower Saxony (Niedersachsen; NI), North-Rhine \pleatia (Nordrhein-Westfalen; NRW), Schleswig-HaistéSH), Hesse (Hessen; HE)
and Hamburg (HH).
2 Eachstatepublished its own full results in the form of evation reports in 2009 (###).
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will be employed instead in the following. It exdks both the costs of political agenda-settingaind
private participation. ICs are primarily definedthe costs at the level of the German states tisd a
from
1. personnel input by the public authorities, ageneied entities charged with implementing the
RDP (operational staff, technical and administeatupport) for measure-specific tasks as well
as for cross-functional tasks, called programmermmi
2.the costs of contractors to whom tasks are deldgateh as banks, engineering consultants
Further, a distinction is drawn betwealnsoluteandrelative implementation cost¥he latter is
defined as the ratio of ICs to public expenditul@s(public expenditure) that is an indicator of
implementation efficiency.

2. IMPLEMENTATION COSTS. BACKGROUND AND STATUS QUO

The implementation of policy measungsr segives rise to ICs. In the field of EU-co-financed
programmes, with their highly complex implementati@gulations, ICs are the subject of endless
debate.

Thus, the Second European Conference on Rural daweint, held in Salzburg in 2003,
concluded with demands for a simplification of &P (CEC, 2003§.The current state of play of the
main initiatives (i.e. the Simplification Action &, created in 2006, the new proposal of DG Agri on
the tolerable risk of error) in this field can bmufd in Commission Communication “A simplified
CAP for Europe — A success for all” and in the Cassion Working Document on the 39 suggested
simplifications currently being discussed (CEC, 280CEC, 2009b).

Also, the Member States believe that EU regulati¢@specially concerning control and
financing) are counteracting efforts to cut downred tape and streamline, modernise and reduce
public administration. In this context, ICs in gemehave acquired a negative connotation. Reducing
them has increasingly become an objective in itsgl€oupled from the intended objectives of policy
measures. While the importance of ICs in policyichds recognised, they are rarely, if ever, taken
into account (OECD, 2007).

In the literature, the issue of ICs is tackledha tontext of individual RDP measures but not of
entire programmes: thus, there are studies ofayironment measures (AEMs) and farm investment
aid schemes (Falconer and Saunders, 2002; FalemgkiVhitby, 1999; Mann, 2000; Mann, 2001;
Vatn et al., 2002). In part, these studies conegsin private transaction costs.

Only a few studies exist which examine the ICs wfider range of support measures within the
CAP. They have mainly been conducted by nationditizng agencies, which use the magnitude of the
relative ICs (see above) as their main criterian,deldom relate them to the specific objectivethef
measures or to the resulting impact. The difficutigh this approach is that it might lead to the

% Costs arising at the Federal German or EU leelgrored.
4 Programme overhead primarily covers managing aitig® certifying bodies and any other coordinatiask concerning the entire
programme.

The acquisition and on-site checking of contrachzéure conservation schemes and the implementafipublic infrastructure schemes
are often delegated, for example.
Bup significant simplification of EU rural developme policy is both necessary and urgent. Deliverysinhe based on one programming,
financing and control system tailored to the nesdsiral development” (CEC, 2003).

Page 2 of 15



Ancona - 122 EAAE Seminar
"Evidence-Based Agricultural and Rural Policy Makin

conclusion that measures having low relative 1Gs favourable, whereas those with a high ratio
should be phased out, regardless of their impa&tsi(2002).

The bulk of the above-mentioned simplification witiés focus on private costs, e.g. “Farmers
and other economic operators in the agriculturalaseshould be relieved from red-tape and baseless
requirements” (CEC, 2009b). This is why the proposgasurement of the administrative burden
arising from the CAP concentrates on the costsrirduby the beneficiaries of direct payments and
RDP measures.

A central task of the ex-post evaluation of RDP @@® 2006 was to assess the efficiency of
both the entire programme and its measures. Hfiigiés defined as the ratio of the costs incurred —
including public expenditure and ICs — to the ressalchieved with respect to the stated objectives.
Owing to the lack of quantitative information abdGs and their influence on programme decisions,
the focus was placed on conducting a methodologiodl empirical analysis of ICs as a way of
evaluating RDPs.

For several reasons, public ICs and their reldiotine effectiveness of measures are especially
relevant to RDPs. Unlike private transaction cas$isy are not co-financed by the EU and so they are
borne solely by thestate administrations. At the same time, these admatisins are under severe
pressure to economise and have experienced extepsigonnel reductions. If targeted measures are
more expensive on account of specific EU implem@naules, they are less competitive than those
“lean” measures which can be standardised andegoltacome less acceptable to the implementing
administrative bodies.

We therefore studied the following key questions:
* What is the best method for determining the ICehef various RDP measures? Does cost-

performance accounting of the various agenciesaatitbrities involved yield useful data?
» What is the magnitude of the ICs resulting fromithplementation of the RDPs and measures?
* What are the main determinants of IC and is thetade-off between the impacts of several
measures and the magnitude of their ICs?

3. THE CONCEPT OF QUALITATIVE COST -IMPACT SYNOPSIS (CIS)

The ideal methodology for evaluating the cost-d@ffeness would take the form of a
guantitative cost-effectiveness analysis, as aedlim the MEANS collection (EC, 1999). For several
reasons, we made two modifications to this approfchihe cost assessments include the ICs. 2) The
impacts were categorized on an ordinal scale a@rpanome levél instead of quantitatively.

Qualitative cost-impact synopsis (CIS) is an enkarent of the multiple-item impact analysis
employed in previous evaluation studies (Fahrmanal.e 2005). Qualitative CIS has three main
components (see Figure 1).

" This approach is described in detail in Grajevesid Schrader (2004) and LR (2008).
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Figure 1: Structure and flow of qualitative casipiact synopsis (CIS)
Impacts
\_,_/ Quantitative Qualitative
analysis of IC analysis of IC Quantitative und qualitative

Impact Analysis

Impleme ntatiory Evaluation of the effectiveness of

costs : .
. each measure according to their
» Measurement of the IC usin objectives
N several data sources * Analysis of the « employment
empirical results «income
« Surveysin the concerneg « environment
administrative units
« |dentifcation of total costs, L ’ .
. L . Categorisation of the impacts in
Public absolute and relative IC + Identification of the main an ordinale scale withthe levels:
expenditure o determinants of IC in the « insignificant
of RDP « Classification of the field of RDP o small
measures according to o mEehim
of relative IC < high

| 1 ]

« Dimension of the total costs of the RDP linked with sleseral impact levels
* Relation between IC and effectiveness
* Recommendations to strengthen impacts or to reduce IC

Qualitative
Cost-Impact-Synopsis

Source: Authors’ own work

As shown in Figure 1, the various building blocksnprise different steps:

» la) Quantitative analysis of IGeeks to determine the absolute and relative matmbf ICs.
This analysis, which is a direct-measurement amproshould be based on data from cost-
performance accounting (CPA) in the administratidhrevious methods have relied either on
direct or indirect estimates and have various digathges. The use of organisational charts
(indirect estimates) for allocating the organisagobudget to different tasks and measures is
insufficiently detailed or precise. Direct estingmtbtained by interviewing the employees in the
administrative units run the risk of delivering $ea results. As they are based on self-appraisal
by the interviewees, they tend to be a “declaratibauto efficiency” in that they understate or
exaggerate input in order to demonstrate a givesl & overwork (Mann, 2000; OECD, 2007).
Moreover, this approach is quite time-consumingegivhat, in certairstates more than 150
committing agencies are involved in implementatiasks (for more details see Mann, 2000;
OECD 2007; Fahrmann and Grajewski, 2009). The adgas and disadvantages of using CPA
data and the actual mix of data and methods emglaye discussed in more detail in Point 4.
The relative ICs were determined from data supptigdhe paying agencies at the measures
level and, where possible, the sub-measures level.

* 1b) Qualitative analysis of IC&entifies the main determinants of ICs. For tpigpose,
empirical results (1a) and written expert consigdtest (mainly members of the certifying body,
the paying agencies and managing authorities) aesl wo identify the characteristics and
structural factors which are common to those memswhich have high or low relative ICs.

* 2) The “Impact’ block in Figure 1 incorporates the results of tmeasure-specific impact
analyses. To gain an overview of overall RDP penmce, evaluation results for the impact of
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specific measures (e.g. employment, income andr@mwient) were converted to an ordinal
scale having the following levels: insignificanimall, medium and high. This classification is
based on subjective judgments by the evaluato@ndatdised criteria were employed to
harmonise classification of the impacts identifiadthe various measures into impact levels.
Nonetheless, any comparison of the measures cavetyelimited in scope on account of
remaining differences in impact classification, sw@ad parameters and analytical depth, and
the lack of a defined criterion for the impact lisve

» 3) Qualitative cost-impact synopsis seeks to aeh@sgynthesis of costs and impacts. It assigns
the total costs (public expenditure and ICs) of sneas to corresponding “impact levels.” The
synopsis helps to illustrate the structure of thiltpublic costs of the programmes and the
proportion of costs attributable to the differembpact levels. Comparison of the “IC
classification” with each measure’s impact allowe balance of ICs and effectiveness to be
discussed and their proportionality or dispropordiity to be assessed. Moreover, for some
impact fields (environment), the study tries tontily a relation between the IC and the
effectiveness of measures (price of targeting). Th#l synopsis concludes with
recommendations on reducing specific IC components / or strengthening the impact of
several measures: without the latter disregardiegrhplications for the ICs.

4. QUANTITATIVE ANALYSIS OF IMPLEMENTATION COSTS

As already mentioned, one objective of the chosaysdesign was to use CPA data.

CPA systems have been introduced into public adnations over the last decade. They are
designed to be steering instruments for controléogts and output. In CPA systems, administrative
tasks are defined as results or products. Everylagm@ must record and allocate the time spent
working on a certain product, such as an approxatquure for an RDP support measure. The total
costs of a specific product are calculated on tasisbof actual employee wages, overheads and
material costs. However, the advantage of usingfiegi CPA data failed to be as great as expected.

CPA-based calculation of ICs requires that allékecutive levels and organisations concerned
implement a CPA system whose products reflect iietivsupported by RDPs. This was not the case
in the Germarstatesunder review. The main restrictions were:

* Availability of a proven CPA: Not all administraévbodies involved in RDP implementation
had CPAs in place.

» Reliability of the data: Due to numerous reorgatioses of administrations, the merging of
several agencies, the conversion of public adnatishs into publicly-owned enterprises and
the abolition of entire executive levels, therenis continuity of either the implementation
structure or the existing CPA structure.

« |dentifiability of the support measures in the prow: The structure of the products does not
always reflect the RDP measure. More than one measight be allocated to one product, and
some products contain both EU co-financed and mallipfinanced measures of the same type
(e.g., land consolidation, village renewal etc.).

Due to these factors, the IC analysis had to bplsaogented with other tools:

» Data correction and verification through the usesifmates and assumptions: for example, the
administration unit concerned estimated the promorf EU-co-financed projects and the time
expended on them. It also did this for productheCPA, including several RDP measures.
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» Filling of data gaps through direct surveys of pargl input. Questionnaires were used to
gather information about the time spent on paricateasures and tasks by employees or civil
servants, differentiated by salary group. These de¢re expressed in terms of Fulltime-
Equivalents and converted into costs with the didfficial personnel cost tables for the public
sector.

As a consequence of these restrictions and theiidations for the study design, data gathering
was limited to the year 2005. At that time, mosnadstrative reorganisations were complete und the
support procedures largely well-established. Figuidustrates the resulting mix of data sourced an
methodological approaches for the case of Nortm&HVestphalia.

Figure 2: Data sources of executive levels andrasgéions involved in North Rhine-Westphalia

Data sources of the considered tasks and Organisatis

Conception and Assurance Acceptance of  Granting procedure On-spot-Checks Disbursement

Examples of supported measures Monitoring of the legal application and Booking
(ministry) granting documents/
procedure administrative
Control

Farm investment aid

Vocational training I CPA of the Chamber of Agriculture

Investment support for processing and marketpg
facilities, sectors a, b, ¢ 1
Investment support for processing and market'ing
facilities sectors d, e .

CPA of the State Office of Nutrition and Hunting

CPA of Regional Agrarian Offices

Land consolidation Estimation of the share of EU CPA of the
co-financed proceedings Chamber of
Agriculture

Village renewal CPA of Regional Agrarian Offices

Diversification into non-agricultural activities CPA of the Chamber of Agriculture NRW

CPA of the
Chamber of
Agriculture
CPA of the Chamber of Agriculture, Estimation oé th

share of both measures according to the
number of paticipants

) CPA of Regional Agrarian Offices
Rural infrastructure

Less favoured area schemes

Compensatory payments in areas with
environmental restrictions

CPA of the Chamber of Agriculture

Non targeted Agri environmental schemes CPA of the Chamber of Agriculture

I Personnel Input estimation of the 38 communal !
| committing authorities via questionnaires* |

CPA of Regional Agrarian Offices
Estimation of the share of EU
co-financed proceedings CPA of the

Chamber of
CPA of the State Agency of Forestiy Agriculture

and Timber including
31 Forestry Offices

Targeted Agri environmental schemes
(contractual nature protection)

CPA of the Chamber of Agriculture NRW

First afforestation of farmland

Other forestry measures

Cross functional tasks

Coordination of the RDP

Coordination of the paying agencies CPA not relevant

1

Certifying Body

Evaluation Data of Payments

* Questionnaires include the determination of Cémstsdelegated tasks (e.g. Biological Stationsu@iher of Agriculture)
. . A Eatpmpigts . A . . .
Direct use of CPA Data :I Adaptatfoom CPA Data via estimations - ‘ Direct estimation via questionnaires
- -

Source: Fahrmann and Grajewski (2008)

In conclusion, available CPA data are not detadedeliable enough to allow the ICs of the
individual measures to be calculated in full. Figldalyses are more informative, but very time-
consuming. Moreover, they only represent snapshotsme of specific situations and stages of
funding. Genuine cost monitoring of support wouddjuire continuous CPA. It would therefore be

Page 6 of 15



Ancona - 122 EAAE Seminar
"Evidence-Based Agricultural and Rural Policy Makin

advisable for those public entities which are imedl in RDP implementation to set up their CPAs in a
way that facilitates their use as monitoring argesnhg instruments which are capable of providing
more transparency about the ICs of policy instruimefhe product and performance structure would
need to be sufficiently detailed and the CPA wmeed to be as continuous as possible (LRH NRW,
2005).

In that case, the evaluation and CPA would compigneach other perfectly, with the
evaluation providing results for the performancesueement, and the CPA showing the costs side.

5. EMPIRICAL RESULTS

5.1. Quantitative analysis of ICs

For the analysis of implementation costs, measpeeic and cross-functional measures
(programme overhead) were separated and the costensseparately (see figure 2). So far, no
plausible relative values have been developed dhatv cross-functional costs to be allocated to
individual measures. An arithmetic distribution @gs the various support measures leads to strong
distortion of the results for measure-specific sostoastal protection is excluded from the resadtg
is aimed at implementing planned major projects amdtherefore subject to highly specific
implementation conditions.

Evaluation of all available data on implementatawsts, relative to the overall programmes,
yielded the following picture (figure 3).

Figure 3: Funding levels and implementation casthé fivestatesin 2005

mil. Euro %
200 35
180 180 I Implementation costs in mil. Eutd u
160 [ Public expenditure 2005 in mil. Euf® —30
[l Relative IC: IC/public expenditure in %
140 e
120 121
102

100 — 20

80 76

— 15

60— [

40 i 10

20 14 16

7
2
oL = . .
NI NRW HE SH HH

1) including cross functional tasks, without cogtaltection measure
2) for some Lander average of several years
Source: Authors’ own work

For the averagstate ICs represent 12% of public expenditure. Figusth@ws that, contrary to
what might have been expected, the absolute I@spali correlate with the level of disbursed funds,
but rather are dependent on other factors. Hessergne example of this.

The magnitude of the relative ICs for individuataludevelopment measures varies from less
than 1 % to more than 80 %.
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For better systemisation, the measures are cleddiff their relative ICs into three different IC
classes: low, medium and high. On the basis oftamalure evaluation and the above-mentioned
average of 10 %, the cost classes were definedllasvé: Low: measures having relative ICs of 5 %
or less; Medium: measures having relative ICs tft6.20 %; High: measures having relative ICs of
more than 20 %.

Figure 4 provides an overview of the share of disbd funds of the respective RDPs in the
three different cost classes, which vary extengiirethestates

Figure 4: Share of disbursed public funds in theliSses (*)

Hamburg

Schleswig-
Holstein

Hesse

North
Rhine
Westphalia
Lower
Saxony

\ T T T T T T T T T \
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

M high (>20%)  [] medium (5,1 % - 20 %) M low (< 5 %)

(*) Excluding coastal protection
Source: Authors’ own work

The cost structure of the Hamburg RDP illustrates high fixed costs of EU funding and the
problems associated with small-dimensioned progresnin relation to the extent of the ICs as a
proportion of disbursed funds. On account of the lgptake of many funding measures, contingency
costs predominate in many areas; measures hawingelative ICs could not be identified.

5.2. Qualitative analysis of the ICs

To judge from the evaluation of the cost surveys ue interviews with the committing bodies,
the main reasons for the ICs lie in the impleménastructure of the states and in the composition
the programme measures.

Implementation structure

The following features of the implementation stuetexert a particularly large influence that
increases the ICs:

* Structure of thestateadministrative body: three-tier administrative iesd whose middle tier is
involved in programme implementation, tend to hiagher ICs than their two-tier counterparts.
» Organisation of programme implementation: fragmgonaof responsibilities for one measure

across many service agencies; decentralised ap@modaontrol structures
* Proportion of communalised support tasks: commaaadn is allied with a rise in the number
of agencies involved in programme implementatiod #ms with a high coordination and
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guality-assurance outlay on paying-agency-compligimicessing. Overall, a great deal of
decentralised expertise needs to be built up aridtaiaed.

» Structural hiatuses in the implementation strustur&xperiential knowledge and long-
established routines are a key to efficient impletatton in EU funding. The multi-stage, major
structural reforms irstateadministrative bodies that have been made sin6® R@ve entailed
enormous learning costs for programme implementatio

» Technical equipment: With regard to EDP, not onlghartage of computer software but also
highly-complex, error-prone software and systemngeavers had a particularly deleterious
impact. A lack of computerization leads to enormoutiay per funding case, as happened in
connection with Natura 2000 payments in Lower Sgxarile system changeovers and highly
complex (GIS) systems generate huge expenditutatanentry, incompatibility and training, as
was the case in Hesse

Composition of programme measures

A panstateanalysis of the data showed clearly that, irrefhpeof the organisational structure,
ICs were always high in certain funding measuras law in others. The cause of these measure-
specific, relative ICs is the scope of advice amgpsrt provided, the financing level of the measure
the level of payment per beneficiary, the type ehdficiary, a low level of equipment generally and
the duration of the commitments.

Table 1 summarizes the main determinants and tfeders that give rise to different levels of
relative ICs.

Table 1: Measure-specific determinants for the ritada of relative ICs

Main measure specific Determinants Parameter value contributing to ...

/Parameters ... low relative IC ... high relative IC

Average payment per beneficiary high middle low:

Share of public expenditure in total budget high datre low:

Number of beneficiaries low: middle high

Type of beneficiaries public entities private epteses private households
Specific selection of beneficiaries none in part pro active pro-active acquisition
Administrative contracting procedure standardiseshting - individual contracting
Functional eligibility criteria* none, besides formal - functional, as e.g. eligible

areas, sectoral planning,
list of species

* The intensity of their “negative” influence onethC depends on the technical performance of applie
Source: Authors’ own work

Measures that incur high relative ICs always ineledntractual nature conservation (targeted
AEM), Natura 2000 payments, first afforestation dndestry measures for enhancing ecological
stability and, frequently, qualification measurd$iey also include the niche measé@re$ rural
development (e.g. tourism, public services). Thatire ICs for contractual nature conservationlin a
states are approx. 30%. For the other measuresamedt a combination of just a few beneficiaries,
low average payments and a high number of locaitorg authorities can lead to ICs which almost
double the total costs of the measure.

8 Niche measures are measures which have a lowrfgnailume, which were not introduced until the Z0®6 funding period and which
do not readily lend themselves to standardisation.
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These contrast with investments in nature conservaand water conservation, rural
infrastructure, farm investment aid, less favouaeeda schemes as well as untargeted AEMs in all
states all of which fall into the low relative IC clas®ue to economies of scale, the main
determinants of the IC ratio of an individual maasare its share of public expenditure in the total
RDP budget and the average payment per beneficidgy.latter is high in almost all cases of low
relative IC and sometimes amounts to 50,000 Elroghermore, those measures which have a low
IC ratio are partly characterised by oversubsaiptiue to attractive approval conditions (e.g.va fe
special requirements and commitments).

The administrative units that were interviewed wasked to estimate the share of EU-specific
provisions in the ICs. These are primarily coninglland documentation obligations. It was estimated
that national financing of the measures would reduasts by 10 to 30% for the bulk of the measures
and by 80% for individual measures. For the purpokelassifying these interview results, the
reference system — “normal” administrative actionswict implementation of the state budget — is
crucial. This differentiation was not systematigglbssible during the study. Were the latter toveser
as a basis, to judge from results of other survihes extra burden which EU regulations impose on
individual measures would likely decline. This leen demonstrated, for example, by complaints by
the Court of Auditors with regard to certain naabfunding measures (LRH NRW, 2005).

5.3. Cost-Impact Synopsis (CIS)

The CIS expresses the measure-specific implementatists and disbursed funds, based on
implementation cost classes, in terms of the aeltiémpact levels (see also Bohm et al., 2002). This
facilitates a final discussion of the proportionhalbf funding, implementation costs and the impacts
achieved. The principles guiding the study are thawe the theses previously formulated by Mann
(2000, 2001):

» High implementation costs increase the overall obshe programme and thus reduce funding
efficiency,

» High implementation costs increase the use effagieof the programmes because they are
associated with more targeted, more efficient messu

Sample analytical results for different study lev@verall programme, comparison of AEM
sub-measures, and comparison of two funding ingnisnfor erosion control) are presented below
and show that the empirical results lie somewhete/den the extremes formulated in these theses.

Overall programme: Impact intensities and ICs af Hesse RDP measures

Allocation of impacts achieved in different impaéelds’ to the associated relative
implementation costs of the Hesse RDP measurestaieveal a clear relationship (see figure 5¢ Th
only clear trend is found among the area-based-@mwiental measures. High environmental impacts
were exclusively allocated to the targeted AEMsjciwhare associated with high relative ICs. The
non-targeted AEMs were allocated to the medium ohpevel, as the stipulations overall were less
targeted and less ambitious. However, their redaiis are also much lower than those of the tadgete
AEMs. Low impacts were found for the Less-Favoureeas scheme, as it has few associated

%1n this connection, the highest impact level attdialways served as the basis (socio-economic is\parvironmental impacts etc.). The
multi-functionality of several measures concerréegeral impact fields was ignored.
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stipulations that have an environmental impactsTact is reflected in the low relative ICs, sinbe

application, approval, and checking proceduresarg simple, compared to those for AEMs.
Expressed in terms of area-based environmentaluresagn Hesse, it may be concluded that

implementation costs rise in line with rise in imp@ntensity. Hesse was a particularly good subject

for this analysis because all the aforementioned-based measures, unlike the case for ctages

are handled via the same chain of approval. Hethee|low influence exerted on this result by the

organisational set-up.

Figure 5: Relationship between relative impactasitd the impacts of RDP measures in Hesse
Relative IC in %

80
B area based measures €9 investment measures

70 tourist infrastructuré®
60
50

public servicesp
40 2

@ forestry R =0,4718 u
investments targeted AEM

30

village renewai®
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10 proceesing and markting
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0+ :

+

Wl non targeted AEM
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level of impact
Source: Authors’ own work

Impact intensities and ICs of sub-measures in tBl&of NRW

The data situation in thetateof NRW made it possible to analyse impacts andaCbe level

of AEM sub-measures. The following questions cdhblds be studied:
» How great is the variance between the ICs of imflial sub-measures?
» Can highly effective sub-measures be identifiedcilaire being implemented economically?

The results are shown in Table 2. The environmeimglacts are related not only to the
configuration of the management requirements 8d albstantially to the accuracy of the measures.
Improvements in accuracy are often sought throymgtific target areas (eligible area), which are
generally viewed in the various administrative lesdas enhancing ICs.

Obviously, there are sub-measures, such as erasiotrol, which are associated with low
relative ICs and high efficacy — partly becausettrget area is measure-specific. In this regdmel, t
implementation specifics need further scrutiny &tablish whether this can be applied to other
measures. The relatively expensive contractual umeasare attributable inter alia to their highly
regionalized implementation via the communal cortingt authorities and biological stations. For
experts, however, this decentralized implementasitpacture simultaneously guarantees the success
of this measure due to the large consulting angauffort involved.
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Table 2: Relative ICs and impact levels of AEM sabasures in NRW

Level of
AEM sub-measure Relative ICs in % environmental Eligible area
impacts
Erosion control 4 +++ X
Extensification measures based on the National
4 ++
Framework
Long-term set aside 13 +++ -
Riparian buffer strips 13 +++ X
Endangered animals 17 +++ not relevant
Contractual nature conservation 33 +++ X
AEM in total 10 +++

Source: Authors’ own work

Impacts and ICs of two support instruments for irogontrol in Lower Saxony

The ex-post evaluation for Lower Saxony includecoaparison of the funding efficiency of
land-specific erosion-control measures (mulching direct sowing) with the funding of suitable
machinery under the Farm Investment Aid scheméndakccount of the respective ICs. The reference
variable was the unit area (ha) of problem cropst(crops) (see LR, 2008 for more detéilsyhe
aim of both measures is to reduce the potentialafisvater erosion.

Following evaluation of the IACS data, machinemding was used to support holdings which
overall have but little land at risk of (water) sian and only 17% of whose land is cultivated with
root crops. Under the corresponding AEM, the slodm®ot crops amounted to 32% of the supported
land. Some 67% of land measures were implementeateas subject to erosion (water and wind
erosion). With regard to water erosion, the measesmehed an above-average proportion of very high-
risk locations. While the AEM subsidies per hectafeabout 360 euro/ha were below those for
machinery funding of approx. 430 Euros, the re&ati€s of the AEM of 17.6 % far exceeded the
Farm Investment Aid funding of 4.8 %, due to thenpticated application and checking process.
Overall, total costs per funded hectare were nesgiyal. Expressed in terms of the root crops rehche
per hectare, area related funding fares much bedtece a high “dilution effect” occurs under
machinery funding. Even given the 5-year commitmpetiod of the AEMs and the associated
mandatory annual submission of applications andlkd)eoverall costs run to around 2670 Euros
under Farm Investment Aid compared with 1230 Epershectare of root crops reached under AEM.

6. CONCLUSIONS

The general trend is that there is a link betweden rhagnitude of the relative ICs and the
impacts achieved, i.e. effectiveness comes atce.pgrowever, this is not always the case. Analgbis
the observed differences yields great insights ¢hatassist with optimisation of the implementation
measures. In particular, the target areas chosder WkEMs need not lead to high levels of relative
ICs; these are critically dependent on their techlimplementation.

The analysis for Lower Saxony has shown that ieisnissible and meaningful to compare the
ICs of different funding instruments if the coste axpressed in terms of the impacts. Analysihef t
ICs in isolation would otherwise lead to wrong dosmons.

1 The evaluation approach of the two measures waslifterent to enable a direct comparison of thet @ffectiveness in relation to the
tonnage of soil erosion avoided.
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Overall, CIS can serve to verify whether high lig&atlCs tend to be caused more by the
measure-specific characteristics listed under P&r#t, or are due to targeting and greater
effectiveness.

Measures to reduce the influence exerted by thedlisharacteristics on costs are centralization
of tasks and responsibilities, the introductionraising of a minimum claim threshold or other
standardisation options. Especially for small-sgalasures (e.g. vocational training, some forestry-
related measures), it is necessary to considetheh#itey could be better realised in a nationapetp
scheme since a high proportion of ICs are spawgeamimplex EU regulations.

For those measures of low impact, it is necessarycdnsider to what extent a more
differentiated funding design and targeting canagilk the effectiveness, without causing the ICs to
“explode”. If this is not possible, a general r@athof the programme on offer is needed. In no
circumstances should low ICs be used to justifypitogramme.

General actions to reduce cost factors (see Ppreid&ed to EU funding costs consist primarily
in continuity of implementation structures and degons, establishment of adequate computer
systems, training of staff, and reductions in ciregland documentation requirements.

7. CURRENT DEVELOPMENT IN THE 2007-2013PERIOD UNDER THE EAFRD REGULATION

The above-mentioned survey conducted of the imphimg administrations also solicited their
assessment of the how ICs were developing undeimpkmentation rules for the funding period
2007 to 2013. The vast majority of the bodies etgrbbigher ICs. The main causes mentioned were
increased demands on checks, documentation andtingpathe multi-level strategy process, the
introduction of the selection criteria, and moriitgrand ongoing evaluation. In its own assessment,
CEC said “at the time 2007-13 legislation was addpheither the costs of verifying the respect of
eligibility conditions nor the risk of error (.\yas explicitly considered (CEC, 2010). For the entr
discussions on achieving the right balance of cheCEC has therefore initiated a control cost surve
initiated in the Member States (for method and bemknd, see DGagri, 2009). The preliminary
results for the first five states have shown tlagrall, the programme-specific ICs have increased
significantly. The average control costs for thaei@l states in 2008 alone are about 15 BMELV,
2010).

On account of these developments, a new CIS thategord the measure-specific ICs will
form part of the ongoing evaluation. ParticularlErges with regard to improving the method are

» greater allowance for IT costs,

* recording the committee costs of LEADER (Axis 4)

+ allocation of cross-functional ICs to various measyand the

» comparability of the impact measurement, especib#yween measures targeting the same
impact.

1 Some of thestateshave not included the administrative bodies aheérsteering instances in their reported calculatiavith the

result that comparability is limited.
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