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1. Intr oduction Abstract 20.72 acres in UK, 13.63

" : Recently Turkey launched a comprehensive policy reform program, of Whi,@lﬁ:reS i_n France, 5.48 acr_es

Fulfilling oapproxmately the restructuring in the agricultural policies and markets constituted a mijoSpain and 3.5 acres in
abO_Ut 10 /_0 of dally_ PET component, under the guidance and proviso of the IMFA&Ttll Bank. If one  [taly in 2003 (Gunel et al.,
capita calories need in de considers the policy instruments, the time of their application and the- deypgj()5- pp. 442-445)The
veloped countries andopments in the performance of the domestic agricultural markets, the traqﬁgin statistical indicators
about 6 % in developing efficiency/ineficiency of the support system arises as the major problem. .

: tpHence, in this study it is aimed to measure the short run tranfesrefy and regardlng the SuQarlbeet
ones, sugar arises as i icy i ing did@rket inTurkey are giv
- welfare efects of two alternative policy instruments, support purchasing Yy g

key food-stuf for sustaiR geficiency payment systems. en inTable 1.Turkey is a

able  nutrition (RO, RéSUME net exporter of sugar and

58022' Inréf:jié/;g;:d Sstgtaa!ITout récemment, lauFquie a lancé un pgramme de réformes politiques sou@P0ut 98% of the total
9 P ' gal, guide du FMI et de la Banque Mondiale, parmi lesquellesdtucturation beet production is market
beet has a share _Of albOLdes politiques et des nuhiés agricolesaprésente I'élément majeuEn con- ed andl.S.EA.S. buys the
25 % and the rest is sharesidérant les instiments politiques, leur période d'application et 'emajority of the produc
between artificidl and développements des mlags agricoles nationaux, legisleme principal qui se tion. The average produc
cane sugaiWhile produe Pose est le degre d'efficience dans le transfarsysteme de soutien. Cette e[‘ .t' in Turkev i bout
tion of suqar cane seems ttude offe une évaluation de lefficience du transecout terme et les effets 1VILY 1N TUTKEY 1S"abou
9 du welfae de deux instments politiques alternatives: I'achat du soutien €2 tons per hectare, which
have a cost advantag‘les systémes de paiements défiaimirssance rapide ont moins de motivations very close to the world

pompared tO_ sugar _beeten termes d'investissements en R&D. average; howevethis is
isoglucose is relatively well behind the EU aver
cheaper compared to cane age of 62 tons per hectare in 2008ARA, 2005: pp. 143).

and beet sugar and may be kept in the liquid fofime av 'g,5ar heet/sugar can be specified as a special and strate
erage cost of beet sugar is nearly 475 $/ton when cane sig product  for

ar is 350 $/ton and isoglucose is 325 $/ton (OECD, 199%rkey considering 2 - Structural indi cator s of sugar beet
Because of the lower cost, isoglucose production seems;to importance for marketin Turkey

have a competitive advantage compared to the others; hgWg food industryits ~ Structural Indicators  Unit 2004
ever, the same competitive advantage invites governmelt .o inTurkey's a  Harvested an Ha 31500
intervention and protection measures in various countriesgfcyitural  sector Sugarbeetproduction 000t 13,261

order to remove or reduce this cost advantage. Yield tHa 42.1
; ; and the number of Production value 000 Euro 798,34

In Turkey sugar beet production is controlled by the Stab%ople Who  earn Marketed value 000 Euro 778,917
institution T.S.FA.S (Turkish Sugar Factoriesjarious iheir lives from a Sugar poduction 000 t 1,894
problems regarding sugar beet production have been OV§ket/sugar  related Sugardemad 000 t 1,720
come so farbut the competition between producers of art g i, Netsugar trade ooot 174
o . - roduction activity  production cost Eurolt 39.6
ficial sugar arises as another problem recently in the m owever for vari Poducerprice Eurolt 60.2

keting process. Sugar beet produc_tion is carr_ied out-by d1s reasons there i< swrco.oeco 2005), 5152004
early 450.000 contracted farmers in 65 provinces (out g certainty regard

81) in Turkey The majority of these contracted produc(()erﬁl the agricultural policy framework that is going to be in
are engaged in small scale production as about 80 /"&ice for the agricultural sector as a whole and for the

sawn land by beet producers is less than 2.47 acres. SQRy/sugar itself in the near futufurkey has to take into

area per producer is about 0.7 acres in 2002, which is qQuiighsideration various developments regarding Confaon
low compared to the European Union (EU) countries. For

example, sown area per producer is 9.1 acres in Germe~"

*Artificial sugar consists of isoglucose (corn sugar) and saccharin.

?However, it should be kept in mind that cane is more vulnerable to bad whe
. ) ) ther conditions.

* Department of Economics, Hacettepe University, Ankara, Turkey® See Appendix Table Al for structural parameters in the sugar/beet market.
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gricultural Policy (CAP) of the EU, the new rounds of the The new Law aimed at privatizing in public sugealated
World Trade Oganization (WD) negotiations and the newinstitutions. The intervention price and production quota
stand by agreements with the International Monetary Fulalels were determined together by considering the actual
(IMF), in addition its domestic constraints, particularlydemand amount realized in the previous yeaporder to
trade account deficit and public budget deficit, while strueceduce the excess supphhis resulted in a fall in nominal
turing its sugar beet market policy instrumemf.these

develo_pments call for an ec_onomic impact assessm Tab. 2. Currert policy tools of sugar beet
analysis to evaluate the possible outcomes of alternat market in Turkey
policy options in advance. Polioy Took Ot 2004
In the second part of the stydyrief information regard ¥ ,
ing the current policies and possible near future policy o E‘f;;jiﬁi‘g{iy 000 Eure 22000
tions in the sugar beet/sugar markets of the EUTamkley Production quota 000t 14,200
and recent developments in téTO was provided. Fel Over quota exetion rate % 15.0
lowing that, the empirical methodology employed in the ¢ %’:gr?t‘;? ayments o oo
tudy was explair_led. In the fourth se_ct_ion, alternative polic Nominal protection rate % 37
scenarios were introduced and empirical analyses were ¢ Reference price Euroft 16.2
ried out in section 5The paper concludes in section 6 witt ;afgettp”_ce E”“’ﬁ gg-g
the discussion of policy outcomes. SUport purchases 000t 10.200
. . Share of priceupportin total
2. Policy developments in the world and support amount % 0.9
Turkey's sugar beet/sugar markets Source: Refer ence price: MARA (2005), GECD (2005);

) support price: SIS (2004c) and TSFAS; other support data: TSFAS.

2.1. Policy framework for the sugar
beet/sugar market in Trkey intervention price. Except in 2001, input subsidies provid

In Turkey economic activities regarding the sugar marketi for sugar beet producers have continued after 1997.
such as production, price determination, marketing etc. areese input subsidies were given for fertilizers, pesticides,
under the control of state monopohere are 30 sugar beetseed usage and irrigation and sowing cost.
processing factories of which 27 are public, 1 is private a .

2 are owned by the producers' cooperativese sugar %2' Policy fra_mework to the sugar beet/sug
beet/sugar policy regime ifurkey may be better identified ar market in the EU

as being “under the influence of hegemonic political pref With its 13 % and 12 % share in the world's total preduc
erences”A wide variety of policy measures have been intion and consumption respectiveliie EU stands out as an
plemented to meet the objectives in the sugar beet/sugaportant actor in the world sugar market. Besides, the
market.A summary of these policies is givenTable 2. EU's share in total world exports is about 15 % and it is

Provision of support via intervention/guaranteed price fabout 5 % in total imports (Fisch/et004). Currentlythe
long years, has resulted in continuing excess supply ef spglicy framework regarding sugar/beet market in the EU is
ar beet and in order to reduce this excess, production qu@tdte cumbersome, as it is Turkey Both production of
(contract farming) has been put in place since 1999.-Howeet and imports of sugar are restricted with production
ever, contract farming considered restricting productiomjuotas, and with taf§ and tarif-rate-quotas respectively
rather than sawn acreag®.significant decrease in price These policies prevent the producer price of beet from
support was not considered as an alternative policy sinfedling under a certain level. In the EU, imports are restrict
the number of farm households involved in sugar beet pred with cane sugar and from o#€P countries The cre
duction is quite highThe guaranteed price regime was-supated excess supply is exported by providing export subsi
ported by restricting imports via import tdsifand the re dies to producers. In the EU, liberalization will be put in
sulting excess supply is exported by provision of expoplace in the sugar/beet market starting from 2006. Full lib
subsidies. IMApril 2001, a new Sugar Law was acceptederalization is foreseen in the longer run howgwerthe
as an imposition of the stand-by agreement with the, IMEhort to medium term the liberalization will be parfiddis
and this law aimed to achieve significant changes in suggrtial liberalization involves the reduction of import tarif
beet/sugar policy regime. and production quotas (beginning in 2006-07) and with

these it is aimed to close the price gap between the EU and
* Farmers who have exceeded his/her production quota should pay a fine (O\Oéqud marketsThe revenue loss of beet producers, due to

'?#'Ot? paymlent)(.j the old Sudar Law issued in 1956 the fall in prices, will be compensated by direct deficiency
® This law replaced the old Sugar Law issued in .
¢ The only imports are in cane sugar and from ACP (African, Caribbean, Pa[:,]aymentS (abOUt 60 % of the revenue lOSS) (Schroeer

fic countries). There will be a reduction in import tariffs in the EU accordin®005). Most probablyeven a partial liberalization in the

to WTO negotiations. However, the EU should continue importing cane s ; ; :
gar at a high price in order to prevent the revenue loss created for AGP COEIU sugar market such as a gradual reduction in trade barri

tries (“Everything but Arms” contract), Talks (2005).
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ers foreseen to start in June 2006 woul@afthe world mestic support, to liberalize agricultural tradée pro
market prices. Since about 80 % of sugar consumptionposed liberalization in tafifates for developed countries
the EU is based on sweeteners, the maieceof even involved an average reduction of 60 %, 50 % and 40 % if
gradual import liberalization is expected to be on worlthe initial tarif rate is above 90 %, between 15-90 % and
markets rather than domestic market. below 15 % respectivelyAt product level, the minimum
Until recently three policy frameworks regarding the EUevel of tarif reduction should be 45 %, 35 % and 25 % for
sugar beet/sugar market were foreseen as posEitadirst these three initial tafifranges respectivelfhe reduction
one can be identified as the “status quo” in which sugar tariff rates should be completed in five yedrse same
price is anticipated to stay at high levels in spite of the agroposal suggested an average reduction of 40 %, 35 %, 30
justment in production quota according WTO agree % and 20 % if the initial taffifrate is above 120 %, between
ments.The second scenario aims to narrow the gap betwegh120 %, between 20-60 % and below 20 % respectively
domestic and world sugar price by reducing the productidor the developing countrieat product level the minimum
guotas and import taff (starting in 2006). In other wordslevel of tarif reduction was stated to be 35 %, 25 %, 20 %
sugar market in the EU is opened for competition in trend 15 % for these four initial tarifanges respectivelizor
world markets.This has a more “market” oriented basethe special products the average and minimum levels were
however it should be noted that the income loss generatptbposed to be 10 % and 5 % respectivighg reduction in
by the fall in prices is planned to be compensated and-thetaiff rates should be completed in ten yars
fore might create a fiscal probleffihe last scenario focus  Previously 25WTO member countries were allowed to
es on the elimination of all intervention prices and preduprovide export subsidies for their selected products, with
tion restrictions in 2009ith the declaration in November the pledge of reducing subsidy levels in the futlife see
2005, now it is apparent that the EU will follow the liberalond step that is going to be applied in the export subsidy re
ization program very similar to the one discussed in tligiction process involves a 50 % decrease for all countries.
second scenario above. The final step involves termination of export subsidies at

. . the end of the three years after the implementation of 50 %
2.3. Developments in the WTO and their im reduction for the developed countries and at the end of six

portance for Turkey's and the EU's sugar years for the developing countries.
beet/sugar market Maybe the most challenging discussions regard domestic

The negotiations of liberalization in agricultural tradgupport. Currently all the policies that have direct distor
have mainly started or geared up with the Doha Roundtignal impacts on production and trade are included in the
November 2001. Compared to previous Rounds, the Dofgber box and in the first step a significant reductionl
Declaration includes stricter rules regarding the reductidfese is foreseen in the near futiiéhile some countries
of agricultural protection and support measures. Particul&ropose the termination of these policies in the second step,
ly, the “tariff bound” approach accepted in the Doha Decsome others suggest a gradual reduction such as three to
laration to liberalize borders to ease the market accessfive years for developed countries and about 9 years for de
expected to have significant impact on international-agieloping countriesThere is still not a consensus about the
cultural tradeThe main policy goals agreed by téTO content of the blue box measur¥¢hile some countries
members and stated in the Declaration are: maintaining fifopose the inclusion of policies that distort trade and that
ther discounts in import barriers to increase market accegke currently included in the blue Boxn the amber box,
maintaining reduction in all kinds of export subsidies angPme others believe that the transfer of policies from blue
maintaining a decline in domestic support that deterioraté&samber box may hinder the implementation of agricultur
agricultural tradeThe anticipation of the developing ceun @l reform process in some countridecording to “tarif
tries which have agreed with the Declaration and whese®ound” proposal, a reduction in support both in amber and
conomic structure is based on primary and processed a§fte box is foreseen. Similargaments are also put for
cultural production was that the countries having high-quavard regarding the policies that are currently included in
ity products can cope with the price competition and cdhe green boxThe support regarding rural development
benefit from liberalization and environmental protection are not always independent

The next step in agricultural negotiations was in Canc@h production and trade as sometimes this yields a reduction
in 2003. In the draft proposal the mainly discussed topili production cost, reduce risk and promote production.
were again the removal of trade barriers to increase markef the EU the policy changes in the sugar beet/sugar mar
access, reduction of export subsidies and reduction -of det foreseen for the near future are in accordance with the

" Formulated both on Swiss formula and Uruguay Round approaches.

¢ Since all developing countries are not of the same characteristics, the Doha Declaration allowed some of the developing countries to act accordingly with the
policy requirements to achieve food security and rural development.

® Each country is allowed to declare some products as “special’ and policy changes regarding these will be determined with mutual agreement.

*In the first year, a 20 % reduction in each country allowed upper support bound.

" These policies include direct payments for acreage and animal number to constrain crop and

livestock production.
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developments in th&/TO. As stated before starting in Junedomestic beet production is anticipated. Besides, tfer-dif
2006 the EU has decided to reduce theftadh sugar im ence between the production cost of beet (about 30
ports by about 50%This rate is even above the minimumEuro/ton) inTurkey and world price of sugar (about 16 Eu
reduction rate agreed in Doha Round (45 %). Besides, tieéton) is another disincentive for beet producer unless they
EU has decided to reduce the domestic price at about 37%& provided input subsidyhich is in amber box &V TO.
Given these changes, some of the producers and countWéth the reduced beet price in domestic market, it is im
are expected to digfr from these policy decision§he U-  possible for beet producers to compete with the cane pro
nion is considering both direct payments (and deficienducers whose production cost is quite low compared to
payments) and/or alternative cropping support to compdmeet. In addition, compensating beet producers via direct
sate for their lossThis sort of payments might be includedncome support or alternative cropping or shifting them to
under the blue box or green box as support for rural devabn-agricultural sectors seem to be unrealistic considering
opment. Even, shifting production of sugar beet frothe macroeconomic constraintsTafrkish economy
Mediterranean region to central, eastern and northern . .

gions of the EU is being considered. Based on these poIiLé?y Measuring the welfae and transfer efi-

changes, in the near future provision of export subsidy will ciency efects of policies
not be a necessity since a decrease in excess supply is . ;
pected and in this wayhe contradiction with the Doha be 31 MethOdOIO,gy' \Nalfare. gnaIyS|s
claration will disappearSince about 80 % of the sugar use I this study the impact of deficiency payment (DP) and
in food industry in the EU is artificial sugathe policy Support purchasing (SP) systems on the welfare of various
changes in sugar beet market are not expected to harm&g@nomic agents is analyzed in the partial equilibrium
food industry framework’. In the world markets of analyzed products,
For Turkey the Doha Declaration seems to be more-chdlurkey is assumed to be a small country in the internation
lenging particularly for sugar beet producdise proposal 2l trade and therefore world prices are given exogenously
regarding the tarifreduction in developing countries mayBased on the divgence between equilibrium price in the
threaten beet producersTirkey A 40 % decrease in cur domestic market and world price, it is determined whether
rent tarifs would reduce it to about 98 % and a huge fall i€ country is a net exporter or importer of the product. In

Figure 1. Welfare analysis of support purchasing systemn Figure 2. Welfare analysis of deficiency pavment system
P 5 P 5
Py Py

P c a

Pr

0 Q 0 Q%% Q' Q'm-0% @

hjP:: Py Change IR consum er surplus
adPy,Pg Change In producer surplus adPp; Py
LT ] Efficiency loss In consum pnon
adk Efficiency loss in production -adk
abkf - (P2raQ’z20) - (% 10+(Pr2aQ 2200 Net effect an the budget -Pp: akPs

ah kf i port rariff revenue -

-Pnangtﬂ support paym ents fdeficiency payments -Pr; akPg

- % ll]*(P“ang:ll) cost af stocks
ahkf - (Pg, aanl]) - (% 10+ {Pg, annll)) -hjP;: Py + adPy, Py Mettowmal effect -Pr;akPg + adPDPPR - adk

2 A detailed analysis of agricultural policies can be found in Gardner (1988) Houck (1986) and McCalla and Josling (1985).
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order to become a net importéne world price should be the areadb'falthough it is not necessary as it is insyB
lower than the equilibrium price; Figures 1 and 2 represeteim. Since the government has no obligation to purchase
this situation. the production there is no stocking cost undereibfer A
In Figures 1 and 248 and Rp represent support pur social/eficiency loss does not arise for consumers due the
chasing and tget price respectively; in order to compareonstant consumer price but on the producers sidefihe ef
the efects of both support systems, these interventiariency loss is equal to the area‘adk
prices (announced by the government) are assumed to be & conclusion, while DRsystem has no ffct on con
gual to each other EPyp. PR is the actual world market sumers' welfare, both Déhd SRystems yield an equal rise
price. Under SPsystem, public institutions purchase then producers' welfare, and $&sults in a welfare loss for
product at the announced price. Howeveased on the consumers. Under Siystem the rise in welfare of produc
change in production (due to the price change), governmens is transferred from consumers, while it is transferred
should also put or increase import ti&ih order to achieve from government budget under Bisstem. In order to ac
the policy goal. Before the government intervenes via aunt for the total &ct on government budget, the cost of
support price, the demand and supply in the domestie maupport purchases and stocking cost undesi&rild be
ket is shown by & and Qg respectively and amount of im compared with the government transfer amount under DP
ports are shown by the horizontal distance betwegn (system. In addition, if government imposes import frif
Qkr(Figure 1).The support price results in an increase iander DPthe tarif revenue is expected to be higher eom
supply to Gspand in a fall in demand to°gs As a result pared to tarffrevenues under S&/stem17The eficiency
imports fall toQsgQ°sp. While SPyields a rise in producer loss accrues only for producers underdd@ for both con
welfare shown by the aremlPsgPR, it causes a decrease insumers and producers undersyBtem.
consumer surplus shown by the ab§asPr. . -
In this analygis, the factor)g thaf&?i%overnment budget 3.2. Methodology: Tansfer efficiency
are support purchase expenditures, cost of stocking and taf ransfer diciency analysis measures the economic cost
iff revenuesThe maximum level of tafifevenue is shown and income distribution fefcts of agricultural policy in
by abkf which is calculated by multiplying the customs tagtruments. While the latter analyzes the distribution of
(price gap between world and domestic price) with impo@oss and net income among production factors, the former
level. Assuming that public institutions purchase the totgvaluates the distribution of policy cost among finaneer e
amount of production, its cost is shown by the aregpnomic agentsthe efects on income distribution do not
PsraQs0 and in general the cost of stocking is assumed @éiffer among Skand DPsystems; howevgthe cost of these
be equal to 10 % of purchasing expenditurethis analy ~ policy instruments do d#r. Therefore, the dference in the
sis, the areadPsgPRis transferred from consumers to pro transfer diciency of these instruments is based on how the
ducers and areaadk and bfj arise as diciency (dead policy cost is financed.
weight/social) loss to the econothy Calculating the déct on income distribution under SP
The efects of DPsystem are presented in FiguréTBe and DPsystems. In order to evaluate the distributional ef
target price is announced to bggand with this price sup fects, Helmbeger's (1991) three stage procedure is used.
p|y amount increases toﬁ@; howeverdemand Stays coen the first stage, the fefct on total farm revenue of the inter
stant (Q@pp=QPR) since consumption price stays constant &ention price is calculated. Secondly total revenue -is re
Pr. Given these changes, imports fall frofg@g to Q5.  flected on the gross returns of farm-owned factors and fi
pQ°op. While DPhas no dkct on consumer surplus (due taally the net returns to farm-owned factors are calculated.
the constant consumer price and demand), it yields -an fkccordingly factors of production in the agricultural sector
crease in producer surplus represented with the adea are assumed to be either owned by the farmer or rented by
PppPr. the farm and main farm-owned factors are land and unpaid
The cost of DPsystem is paid only by taxpayers sincéamily labor
consumer price stays constant and therefore the sole burdéfder both support systems, the revenue of the farm
is on government budget. In other words the increase hausehold is expected to rise with the increase in produc
producer surplus is actually transferred from governmeti@n (due to a higher intervention price) and with the rising
budget and it is equal to the aradR,pPg. in Figure 2. employment of farm-owned factorhe possible increase
The maximum amount of import tarifevenue is equal to in production is dependent on the increasing rate in-inter

* Cakmak et al. (1998), Demirci (1998).

*“Because of the rise in domestic prices some consumers are out of market since they cannot demand the good anymore (the loss area shown by bfj). The ones
demand now should pay a higher price as well in order to continue consuming the good. On the producers' side there is also an efficiency loss of adk which

caused by the shift of production factors from production of other goods.
**In the analysis, it is assumed that there is no production quota and no limit on per-farmer deficiency payment.
* As explained before this loss is caused by the shift of production factors from production of other goods.

1t should be kept in mind that public institutions are assumed to purchase all production under SP system and there is no quota on production. in addition, d

mand and supply elasticity play a crucial role in determining the cost and welfare effects of the policy instruments.

® See Dewbre et al. (2001), Helmberger (1991), Helmberger and Chavas (1996), OECD (2004; 2002; 2001; 1996) for an elaborate transfer efficiency analysis of ag

cultural policies.
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vention price and price elasticity of supgly the short-run tion specification, the change in total revenue is also-trans
it is not an exaggeration to expect only a slight change fierred to input sectors (via purchased inputs) and this can be
supply after the price rise. It is more important to discusise main source of revenue leakages.
whether this excess supply would have daatfon world  Calculating the policy cost under SpstemThe cost of
prices. Under the “small country” assumption or assumirgP system is financed both by taxpayers and consumers.
that the extra production is consumed in the domestie mdhe change in taxpayer costs are calculated as specified in
ket, the excess supply would have nietf on world price equation 5 (Chart 1)The multiplication of the last two
and therefore there should be no feedbad&cef on de terms in the equation gives the change in total revenue due
mestic markets. to the rise in intervention pricEhe variable ds is less/more
The change in total farm revenu€lR), as a result of a than 1 if the country is net exporter/importEne taxpayer
rise in intervention price, either under 8PDP system is cost critically depends on whether the country is a net ex
calculated as in equation 1 in CharfThe change in supply porter or importerlf the country is a net exporfegovern
is found by multiplying the base year quantityg(@ith ment should give export subsidy to exporters to compensate
supply-price elasticity (1), and in return the change infor the diference between world and support price. In the
total revenue is found by multiplying the supply increasepposite case, government may geacustoms tax for the
with the price change\P). imports.Therefore, change in taxpayer cost becomes posi
The change in grodGRF) and net returnfANRF) to  tive/negative when the country is a net exporter/impé&rter
factors of production is calculated as in equation 2 and 3Change in consumer costs is given in equation 6.- Basi
respectively In equation 2, s represents the share of eacdlly, this equation accounts for thdesft of higher inter
factor of productionif in total production cost amrepre:  vention price on consumers by calculating the change in
sents the share of farm-owned factors in total factor supptpnsumer surplus (equation 6 an& 7Jhe consumer sur
By multiplying the change in total revenue with each faplus measure does not only account for the extra expendi
tor's share in production cost and then with the share tafe due to the rise in intervention price, but also account
farm-owned factors, the change in gross returns is foundfdt the efect of fall in demand due to the same reason.
is assumed here that the share of factors does not chahigen, in equation 8 the change in consumer surplus is con
and this may be valid only in the short-run. In the mediuwerted to its cost equivalent by multiplying and dividing the
to long-run, farmers may shift their land and labor to thHast expression in equation 7 b§s. The cost version is
production of alternative crops or even may shift to non-anore convenient since it can be added to the taxpayer costs
gricultural productionTherefore, the opportunity cost thatand also in the cost versi@y is eliminated. Finallythe te
arises in the long run should be subtracted from the chargkcost of SRystem is found by adding up the taxpayer (e
in total revenue which is sourced by agricultural suppoquation 5) and consumer costs (equation 8) in equation 9
policies. (Chart 1).
Gross returns to farm-owned factors are converted intaCalculating the policy cost under DéystemThe cost of
the net equivalent by dividinAGRF) by the supply elas DP system involves only the taxpayer costs since the con
ticity of factors of productioni(+ej). The net total returns sumers continue consuming from the lower world price.
to farm-owned factors are calculated by summing up the fietxpayer cost has two componeritie first component is
returns to each farm-owned factor (equation 4). It can bige amount that should be paid for the existing production
concluded that as the share of farm-owned factors decreavel, which is shown in the first parenthesis in equation 10.
es and as their supply elasticity increases, the reflection Bine second component in the taxpayer costs is sourced by
net farm revenue of total revenue increase will be smalléne rise in production due to the created incentive via a
In general, the supply elasticity of land is assumed to begher taget price, which is calculated in the second paren
lower compared to the supply elasticity of other factorghesis (equation 10).
however their supply can be considered constant only inCalculating transfer efficiency under @Rd DPsystems
the very short run. In addition, it is not expected for any fadransfer diciency of policy instruments is calculated as
tor to have perfect supply elasticityaturally as we move the ratio of change in net farm revenue to the change in cost
from short to medium and to long-run, net returns will deof policy instrumentThese are represented in equations 13
cline and the majority of this return will be transferred tand 14 for the SRnd DPsystem respectivelyin other
land owners. In other words, as the adjustment period afteords, it can be defined as the change in policy cost that is
policy intervention gets longethe eficiency of the trans caused by the 1 unit change in net farm revenhnerefore,
fer will go down as wellAs it is observed from the equa the first condition to be achieved foffieiency is that the
increase in net farm revenue shobédnore than the increase

 |n the first and second parentheses in equation 5 the variable mps showsfhpolicy cost.
share of market price support in total support.

“ Equation 7 is obtained by exploiting the demand elasticity formula: 4 POIle Scenarios
£ :%*% sothat AQ, = £, x‘f;vsv *0 obtained In this study three policy scenarios were foreseen to be
A7 d s

possible alternatives in the near future regarding the sug
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ar/beet market ifurkey These scenarios were formulatedhat are involved in the scenarios are giveifiable 3.

considering the domestic and foreign dynamics, whic A ,
were mentioned somewhere else before in the text, that ré" .Scene_mo_l' Urkey adopts CAP-pattial
possibly to afect Turkey's policy framework regarding this liberalization
market.A summary of the policy instruments and shocks Turkey's adoption of CAPan be interpreted as the adop

Chart 1: Measuring frangfor efficiency of suppori purchasing and deficiency payments spstam

The Change in Farm Revenue und er
SUPPORT PURCHASES = DEFICIENCY PAYMENTS system
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V arighles: 4.3. Scenario 3: No goverment in-
ACo C: change i consumer costs mps. srltm;e;tt";lnarkst }ﬁice tervention in domestic market-par
supror in total suppo A P g
AGRF: changs in gross retums to P upprt prive tial liberalization in bor der policies
factors of production In this scenario, sugar beet is considered as a
ANRF: change in net re tums to Fi farget price special crop infurkey and policy instruments
factors of produstion _ _ included in the “blue box” category of the-
S, Camge I al cost P reference price TO are allowedThe main aim is to terminate
- change in fotal vewe nue & produc tion : X : .
ATxC: change in buepaser costs TE: ansfer efficiency all distortions in the domestic beet market. In
¢: supplyelasticityof factors of production 1 agricultural land, labar; all tervention price is removed and production
e hased inputs quotas become redundaAtpartial liberaliza
¢ farm-owned factors of production ~ m o fano-owmed land and unpaid labor — tion in imports is foreseen, in accordance with
n: share of farn-owned factors of production s share of factors of production WTO that reduces nominal protection rate

i total production sost down to 1.2 and import tafif from about 138

& price elastic ityrof supply & price elasticityof de roand . s
ds: ratin of domestic dermand in: initial payent rate {{ Py - Pu) I ) % to 85. %The new border price, WhICh IS-ad.
1o domestic supply justed just to cover the production cost, is
adopted as the producer price in the domestic
tion of beet/sugar producer price in the EU, accordingly market and it is announced as theyéarprice

with the foreseen partial liberalization scheddigit is o By government. _

served irfTable 3, price adoption yields a fall in per tonpro In the first two scenarios, thefefts of new producer
ducer prices from 60200 Euro in 2004 to 27400 Euro Rfice inTurkey are simulated via the use of both support
2007 (55 % reduction in support priceTiarkey compared Purchasing and deficiency payment systems as policy in
to 2004). With the price fall, nominal protection rate inStrumentsThe policy analysis regarding the first two-sce
2007 falls down to 1.7 as well and import tiriére reduced harios aims at finding the transfefieency and welfare ef

to EU levelsAs a decrease in production and an increasefgcts of the two policy instruments in a comparative.way
imports is expected due to the fall in producer prices ahtfnce, the same price is used as the intervention ayed tar
nominal protection rate, production quotasTurkey be Price in the 1st and 2nd scenario, respectivielthe third
come redundant. HoweveFurkey's beet production now Scenario, the new producer price is announced gsttar
should be adjusted accordingly with the EU's productidiice py government, therefore the simulation considers on
quota allocation mechanism among member coufitriedy deficiency payment system.

Hence, Turkey should reduce beet production to approxi, Empirical findings

mately about 8.4 % of total production in the EU. _ _ _ _
A comparative static analysis was carried out to evaluate

4.2. Scenario 2: Tirkey acts in accodance the efects of alternative policy scenarios only in the short-
with WTO-par tial but gradual liberaliza-  run (year 2007} Simulation outcomes are presented@an
tion bles 4 and 5 below and the outcomes are ranked by using

In this scenario it is aimed to reduce distortions and-to
move excess supply/demand in the market in accorda
with the WTO. This scenario involves a relatively lower ;
and/or slower level of liberalization compared to scenar[ﬁft’ transfer diciency efiect on government budget,
1. In 2007, per ton producer prices are expected to fall gf'2Nge in net farm revenue, net welfafecfin the econ

: d change in leakages from the farm.
ly down to 43600 Euro (drkey adopts EU 2004 beet prlceOmy an .2 ; .
in 2007 which yields 28 % reduction in support price in |'ansfer EfficiencyThere is only a slight dérence be
%Z een the two support systems in terms of the measured

eighted Goeller Scorecé&tanatrix, presented ifable 6.
ﬁg}sults of simulations are summarized under six sub-head
Ings which involve the findings regarding the net trade ef

Turkey compared to 2004) resulting in a relatively high Y;nsfer eiiciency Within the scenarios, out of each US$

0 the amount of support that is received by farmers
ange in the range of US$ 28-3Be purchased inputs are
he main source of income leakages from the farm, and this

15 followed by rented land and hired labor forcel[€ 5).
In general, deficiency payment system seems to be more ef
ficient. Since the calculated income component or the
2 According to the European Union's production quota system, after partialGhange in farm revenue is the same under both systems, the
beralization, beet production quotas in member countries will be reduced@&e in transfer éibiency under deﬁciency payment system
the rate of fall in beet production in each country. .
2 Previous analysis regarding welfare effects of alternative policies in TurkisaCcUrs due to the lower level of policy cosalfle 5).The
agricultural sector can be found in Cakmak et. al (1998) and Demirci (1998)g|| in total gross revenue and in net revenue for both farm-
% Dye (2002). . . X
owned and non farm-owned factors igtarin the 1 sce

(compared to scenario 1) nominal protection rate of 2.
Based on the new production and import levels, a reducti
in production quota iMurkey is expected and a reductio
in import tarifs to fill the excess demand is also expecte
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nario and this is followed byZand 3 scenario respective narios based on the level of price falhen the fall is sharp
ly, which is directly related to the fall in producer price ands it is in the 9scenario, then the fall in production and to
resulting decrease in production. For the same reason, thlerevenue is greateand the resulting decrease in farm
fall in taxpayer cost is lger in the 1st scenario and smallrevenue is higher
er in the 8 scenario. Effect on Government Budgdthe efect on government
Change in Net Farm RevenuEhe change in net farm budget is related to the intervention price and to the amount
revenue is based both on the fall in producer price and of production that the government wishes to purchase. Im
sulting fall in supply and on the share of farm-owned-facport tarifs may also compose a significant part of the budg
tors of production and their supply elasticithe share of et revenues. Since ifurkey a significant part of beet pro
farm-owned land and labor in total is about 73 % and 95 @tiction is purchased ByS.FA.S., under support purchas
respectively (&bleAl). While supply of farm-owned land ing system in the scenarios, it is assumed that government
is inelastic (0.30), supply of farm-owned labor has unitagyurchases all the production from the intervention price.
elasticity Therefore, the disincentive created for beet préddowever under deficiency payment system only the price
ducers with the reduction in producer price, at the sardéference between @et and reference price is paid to the
time results in farm-owned factors and particularly labor t@armer Therefore, the burden on budget is lower under de
become redundanThe change in net farm revenue doeBiciency payment system compared to support purchasing
not differ among the two systems but it does between sa&ystem.The diferential between reference and producer

Table 4.Welfare effects

Welfar e Effects Unit 2007
Senl Scen2 Sen3
S DP F DP DP

Consumer surplus 000 Euro -176.448 - -411.209 - -
Producer surpus 000 Euro 91.421 91421 263.259 263.259 336.255
Efficiency loss ? 000 Euro - -6.263 - -38574 -56.903
Import tariff revenue 000 Euro 76.983 8054 100.453 118.300 92701
Cost o suppart purchases 000 Euro -24.126 - -520.1A4 - -
Cost o stocking 000 Euro -29.413 - -2.015 - -
Cost o deficiency payments 000 Euro - -97.6%4 - -01.832  -393158
Over quaa payments 000 Euro - - - - -
Effect on government budget 000 Euro -246.556 -17140 471716  -183532  -300457
Net efect on the econony 000 Euro -331.583 68017  -619.666 41.153 -21.105
Domestic supply 000 t 10.735 10736 11.930 11.930 124
Domestic demand 000 t 19194 19586 15.901 16.606 15327
Net trade 000 t -8.460 -8851 -3.970 -4676 -2924

1: Welfare effects refer to gains and losses of the agents in the year 2007.
2: Efficiency changes in the support purchasing system are included in consumer and producer surplus.
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Table 5.Transfer efficiency analysis

Trander Efficiency Effects Unit 2007
Senl Scen 2 Sen3
S DP P DP DP

Change * in production revenue million Ewo -472 -472 -266 -266 470
Change in farm-land gross income million Euro 43 43 -24 -24 -15
Change in rentedtland grossincome million Euro -6 6 3 3 -2
Change in farm-labor gr oss income million Euro -195 -195 -110 -110 -70
Change in hiredHlabor grossincome million Euro -1 1 0,3 0,3 -0,2
Change in purchased i nputs gross i ncome million Euro -176 -176 -9 -9 -63
Change in farm-land net income million Euro 33 33 -18 -18 -12
Change in rented-land net income million Euro -4 4 2 2 -2
Change in farm-labor net income million Euro 98 98 -5 -55 -5
Change in hired-labor net income million Euro -0,3 -0,3 0,2 0,2 -01
Change in purchased i nputs net income million Euro 98 98 -5 -55 -5
Change in ret farm revenue million Euro -130 -130 -73 -73 -47
Change in leakages from the farm million Euro -102 -102 -58 -58 -37
Change in taxpayer cost million Euro 85 -392 -71 -237 154
Change in cods to consumers million Euro -318 - -183 - -
Transfer efficiency 0,323 0,333 0,23 0,305 0,30

' Absolute change with respect to 2004 values.

price, and the resulting imports have a key role in compa. Leakages do not &t between deficiency payment and
ing budget dect in diferent scenarios. Compared to the 2support purchasing systems. Howevamong scenarios
and 3' scenarios, in the®Iscenario both price dédrential leakages diér which is dependent on the amount of change
and tarif revenues are at lower levelsafile 4).When out  in productionTherefore, leakages fall as the pricdatién
comes of deficiency payment system are compared,thetihl between world and domestic price goes up. Since price
scenario yields a lower cost to the budget, and thec8 differential is highest in the*3cenario, leakages tend to be
nario yields the highest. If support purchasing system ssnaller (Bble 5).
considered, the budget cost in tes¢enario is lower com  Net Welfare Effect on the Econombhe results regarding
pared to the 2 scenario. the net welfare &ct is quite mixedWhile support pur
Change in Income Leakage®iin the FarmThe main chasing system results in a loss to the economy irf'tred1
source of leakages is the use of purchased inputs in b&éscenario, deficiency payment system yields a surplus in
production and the share of it in total cdstis is followed the Tand 2¢scenario but a loss in thé& 8cenario. In gen
by rented land and hired labor for@dl the inputs other eral, the loss/surplus increases/decreases as thesdde
than primary factors of production are assumed to be pietween reference and interventiorgérprice risesThe
chased and their share in total production cost is about 8%y factors behind this loss are the change in consumers'
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The corresponding weights for each criterion are ranked ac
cording to the emphasis of the sttidWith regard to poli
cy instruments to be implemented in the agricultural sector

Table 6.Comparison of scenario outcomes

Goeller Sorcard * i . .
e o Deficiency Prymert Sstem the very hot topics in the agenda for long years are the
Sanl Sen2 SEn3 . . ..
- transfer dfciency and cost of alternative policie$he
Transfer eficiency (6) 3X6= 18 1x6= 6 6= 12 . . . . .
p— - - - ranking of the criteria ifable 6 was done by considering
langein ne far mr evenue (5) Ix5= 5 5= 10 5= 15 . . .
Effed ongove rent budget (4 O this fact aboveThe Table covers only the findings regard
Chongoin lesteges from te B @) = 3 2= o 3= o ing the deficiency payment instrument since it is simulated
Netweltare dfect inthe economy (2) = 6 2= 4 b= 2 under each scenario. Obviously ffable favors the third-s
Net trade dfect (1) = 1 2= 2 3= 3 cenario however th&able represents a tradef-afs well.
Total saor e e % 5 The trade-dfis between the budget cost and net farm rev
enue of the policy instrument. If the former goes down, the
1Values in parentheses represent the corresponding weights. i iti
Source: Calculated by using the findings in Table 4 and 5. See Dye (2002) for Iatter goes dOWﬂ too and. vice versa. In addltlon, net Welfare
Goeller Scorecard method effect moves together with budget cost and leakages from

the farm move in opposite direction with net farm revenue.
welfare and cost of policy instrument to the government.

the ¥ and 2¢ scenario, the fall in consumer surplus morgl' Conclusion
than ofsets the rise in producer surplus and the burden ofn this study an economic impact assessment, which con
government budget increases as the price gap betwéidered short-term developments in @O, CAR as well
world and intervention price risesafle 4) Although defi ~ as domestic economic constraintdurkish economywas
ciency payment system has néeef on consumer surplus, achieved to find the impact of “deficiency payment” and
in the third scenario the budget cost arfitiehcy loss in  “support purchasing” systems in sugar beet/sugar métkets
the economy more thanfeét the rise in producer surplus The evaluation of the findings in &fent scenarios
and yields a loss in the econarfs mentioned before-a Should consider various sectoral and intersectoral aspects.
mong all, budget cost is the highest (due to the high rateldfe first aspect to be considered arises with the compensa
price diferential) in the 8 scenario. tion of the farmers' revenue loss due to the fall in prices and
Net TFade Effect.Because of the sharp fall in produceproduction.Adoption of EU's price infurkey creates the
price in the $and 2¢ scenario, an excess beet demand largest loss in revenue, compared to thtea@d 3' scenar
the market occurs, due to the rise in demand and fall in si@s. In this case, the question is whether this loss will be
ply. The fall in supply in thesiand 2 scenarios is about 19 compensated by EU drurkish funds. IfTurkey adopts
% and 10 % respectively compared to 2004erefore, the CAP before becoming a full membeherefore the answer
country becomes a net importer under both scenarios hoMll be the latter which will put an extra burden on gov
ever the amount of imports is ¢gr in the ¥ scenario be ernment budgeThe level of compensation itself may be an
cause of the Iger fall in producer price @ble 4). In the incentive/disincentive for production as well.
first scenario, a problem may arise if the resulting preduc With regard to theIscenario another important aspect to
tion is above 8 % (production quota assumed to be allocBe considered is the resulting level of production after the
ed for Turkey) of production in the EU. Comparing the twdPrice fall. If it is higher than the allocated quota level by the
support systems, the amount of imports under deficienB}, then there should be a further decrease in production
payments is lager due to the lower world price from whichand this Would_ obviously increase the extra cost to the gov
the consumer continues to demand. In the third scenario, ggnment mentioned above.
duction in tarif rate results in a rise in imports and the Another aspect is the excess labor and land that come
country becomes a net importer againrkey adopts the about as a result of the decrease in production and which
importer price (adjusted with the lower térite) in the do  seems to be higher in theskenario. In the short run, mo
mestic market and domestic supply of beet goes down tpdlity of these resources to a sector other than agriculture is
cause of this lower pric&he decrease in tafifate is used quite dificult. Shifting them to the production of an aiter
here as a tool to reduce the producer price just to cover phgtive crop seems to be a rational solution. Howereirt
duction costThe fall in supply is about 6 % and therefor&entive should be created for the farmers for shifting them
the amount of imports is lower compared to the first 2 sct9 alternative cropping. Otherwise, the alternative cropping
narios. policy can be unsuccessful due to the higher potential to
In Table 6 the outcomes of the Goeller Scorecard methgigate value added in beet/sugar market compared to other
is presentedThe criteria used in grouping and explainingrops. On the other hand, this incentive would also put ex
the scenario findings are also used in Goeller Scorecati@ burden on the budget. Nevertheless, providing an-incen

2 Caution should be given since the ranking obviously involves a bias, and if the order of the emphasis changes, the total score and final ranking may change.
# |t has to be mentioned that one of the major constraints regarding this market in Turkey (a limitation of this study) arises with the political expectations sha
ping the policy framework rather than the economic and social expectations.
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tive would be preferable since in this way the farmers'-coremirci, S., 1998. Desteklerddimi ve Fark Odeme Sisteminin Refah ve
pensation problem will be solved and there would be ro exagilim _ _ _ _
tra pressure on unemployment. Creating an incentive sedgiderinin Incelenmesi, MARAAgrciultural Economics Research Insti

also a better alternative than providing payment for settin$fe:
aside the beet areas. y/orklng Papers, No. 3@nkara.

The demand of sectors/industries which use beet/sugalg%ﬁge‘]'A nton, J. andrhompsoni., 2001. "TheTransfer Eficiency

Interr_nedlate Inputs er p_rOdUCt'On such as food 'ndUStﬁﬁectS of Direct PaymentsAmerican Journal ofgricultural Economics,
and livestock production is another aspect to consitlé® /5| 83 No.5, p.1204-14.

to the relatively higher prices of artificial feed, beet pulpye, R.T, 2002. Public PolicyPearson Education Inc. New Jerséys.A.
becomes quite important particularly for livestock produdGardnerB.L., 1988.The Economics ohgricultural Policies, MacMillan
ers as it constitutes the significant part of animal feed. Deublishing Company

pending on the demand elastigifynecessity for extra im Gunel, E., Caliskan, M.ETortopogluA.l. N., Kusman,Tugrul, K.M., Y-
ports may arise which would result in further reduction dfnazA. and _ . o _
import tarifs. The efect of this rise in imports and fall in Dede, O., 2005. “Nisasta ve Seker Bitkiler Uretimi"TMOB Ziraat
tariffs would be twofold There would be a loss in govern Muhendisleri OdasiI: Teknik Kongresi, |. Cilt: 431-458\nkara.
ment revenues and an increasing pressure on trade deficE%‘f“beger' PG. and Chavas, J,F1996.The Economics aAgricultural

e rices,
the countryThe trade deficit infurkey has become a per New Jersey: Prentice Hall Inc.

sistent prok_)lem fo_r years, r_eﬂeCted with 65% eXport/impoﬁelmbeger, PG., 1991. Econominalysis of Farm Programs, Netork:

compensation ratio, and this may put pressure on exchafge raw-Hill inc.

rate. One final point is that government will be free of prajouck, J.p 1986. Elements dgricultural Trade Policies, MacMillan

viding huge amount of export subsidy as a result of these lblishing

ternative policies, which would help for budget deficit to g@ompany

down. Koc, A., Uzunlu,V. and BayanelA., 2001.Turkiye Tarimsal Urun Pro
Currently Turkey is at the “turning point” and because ofksyonlari

its macroeconomic constraints and international develogP00-2010, Proje Raporu 2001/hkara. _ _

ments, cannot continue to support purchasing system: RA (Ministry of Agriculture and Rurahffairs), 2005. Il &rim Surasi

stead Turkey should begin to discuss alternative supp ag‘;fu ~005ANKara

policies such as deficiency payment, premium or direct I5\1/IcCaIIa,A.F. and Josling;T.E., 1985.Agricultural Policies andVorld
come support systems. Markets
In conclusion, the suggested alternative is thatkey \jacMillan Publishing Company

should declare sugar beet as its “special produc®/TO  oECD, 2005Agricultural Outlook, Paris.

negotiations. Other policy alternatives result in huge re@ECD, 2004Assessing the Relativeransfer Eficiency of Agricultural

enue loss for producers and for a significant amount of petupport

ple who survive in this sectolf sugar beet is accepted inPolicies, Paris.

the “special product” categqrihen current support can beOECD, 2002.The Incidence and Incorifeansfer Eficiency of Farm Sup

provided through government-announcedaiprice (defi PO?, Par

ciency payment system) which can reduce excess suppR/c'es; -ars. .

gradually (so beet producers can have a chance to adjiay? 2001 warket E(;ts Off CrOpfS“pport Measures, Pans.ll . .

and in the longer ruifurkey may provide only direct 4n D, 1997The Case o Re form 0 Sugar and Syveetener Pp icies, Paris.
. . OECD, 1996. Factors Conditioning tieansfer Eficiency of Agricultur-

come support to beet producers without harming those p

i ; Support,
ducersThe production quotas can become redundant in t grist

short to medium run; with the fall in excess supply the ng|s (state Institute of Statistics), 2004&gricultural Census 2001,
cessity to provide export subsidy would go down too. IAnkara.

this way the conflict with theNTO regarding these policies SIS, 2004bAgricultural Structure (Production, Pricéalue),Ankara.

are removed. Related to the discussions above, the grouI6f 2004c. Statistiosnnual of Turkey 2003Ankara.

farmers that experienced a higher net income rises due/gp sources:

the implementation of deficiency payment system and O, 2005. http//faostat.faogfstatistics/food balance sheet.

income groups in the economy that take most of the -finiﬁSChler F., 2004.The Future of the Community Sugar Regime,

cial burden of deficiency payment system should be r ttp://europa.eu.int/comm/press_room/presspacks/sugarreform/index_en.
tm

vealed as the two last sector and economy-wittetst MARA (Ministry of Agriculture and Rurakffairs), 2004. Data base print

out.
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