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Summary

In this report, to the Expert Group on Public Finance, we are
discussingand catalogueingpublic subsidiesto the agriculturai sector.
The Swedish National Audit Office has carried out three different
studies, included in this report. In the first part, we estimate the
amount of direct support and market price support to Swedish
agriculture. The European Union has extensive border protection
which raisesthe price for agriculturai productscomparedto what they
would be on a de-regulated market. The estimates are based on
OECD's so called PSE-model (Producer Subsidy Equivalent). The
OECD usesthis model to calculate the level of subsidies to farmers
in different countries.However, the OECD only calculatesthe average
for the EuropeanUnion.
Therefore, preliminary estimatesare reported on the total amount of
subsidies given to Swedishagriculture arter Sweden's membershipin
the EuropeanUnion.
In the second part a survey is presented of all the transfers,
registered in the state budget, from the European Union as weIl as
from Sweden.We also include subsidiesthat farmers receive but that
are not specifically directed toward farmers. That means that the
survey includes a number of subsidies that are not included in the
PSE-model.
In the third part we aUemptto estimate potential environmental
costs due to agriculturai subsidies, based on research results in
Sweden.This is a controversial issue,and it is important to note that
different views exist in the field of Economics whether it is possible
to make realistic calculations of these costs.
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1.1

The amount of direct support and market price
support

Direct support are transfers from the European Union or from the
Swedish public sectorto Swedish agriculture.
The market price support means that the European Union sets
administrative prices within the community, different from world
market prices. With customs fee on imported goods and export
subsidies on exported goods from the EU, the European Union
protects its own production from outside competition.
According to the OECD, the total amount of subsidies in Sweden
in 1994, before entering the EuropeanUnion, was approximately
14 billion SEK or 51 % of the production value. We can comparethis
to the average level of subsidies in the European Union of 50 % in

1994.
Since Sweden joined the European Union, the OECD has not
presentedany PSE-figures for Sweden.
According to our preliminary estimates, the average amount of
subsidies rendered to Sweden, was around 12-15 billion SEK in
Sweden, or 45-51 % of the production value.
The averagefor the EuropeanUnion, in 1995, was accordingto the
OECD, 49 %. A decreaseis notable for the averageof the European
Union in 1996, to 43 %, accordingto the OECD.
The average level of subsidies for Sweden, was according to our
estimatesbetween48-51 % of the production value for 1996.
It is also interesting to note that 9 billion SEK of the total membership-fee was transferred to the agriculturai fund in the European
Union from Sweden.At the sametime around 4-5,5 billion SEK was
transferred to Swedish agriculture. This implies a net transfer from
Sweden of at least 3,5 billion SEK to farmers in the rest of Europe.
It is important to note, however, that the size of Sweden's membership-fee is calculated without any connectionsto the agriculturai
subsidies.
It is noteworthy that 18 % of the farmers in 1995 got 71 % of the
total amount of subsidies.The average level of support for approximately 16 000 farmers was 625000 SEK. About 60 000 farmers (2/3
of the farmers) got 9 % of the total support.
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1.2 The number of subsidies
Our survey shows that there are more than 120 different types of
subsidies. The total cost for direct and indirect subsidies (including
those rendered from the EuropeanUnion), registered in the Swedish
state budget was about 9,5 billion SEK in 1996. Thus, we have
identified alarger number of transfersbeyond those normally included
in OECD's PSE-calculations.The total amount of these transfers is
about 3 billion SEK.
The total cost for the Swedish administration of the agriculturai
policy is about 800 million SEK. The environmentalsupport requires
the highest cost of administration (as a share of the total subsidiy),
compared to other subsidies.

1.3 Environmental costs
We have attempted to quantify the environmental costs due to
agriculturai support. There canbe negative environmentaleffects from
agriculture hut a more complex and interesting question is whether
agriculturai subsidies cause environmental costs. We have only
analysedparts of the environmental effects since there is not enough
researchmade in this field. We have not analysedpossible positive
environmental effects, perhaps as a result of the environmental
subsidies. In short, the cost of the environmental effects, due to
agriculturai support, is around 1 billion SEK. This is probably an
underestirnationbecausethe analysis is mainly based on the market
price support.
In conclusion, it is important to know the extent of the total public
support, both market price support and direct budgetaysubsidies,i.e.
to recieve an answerto the reasonablequestion of how large the total
support is, including e.g. R&D and general subsidies to companies.
The Swedish Board of Agriculture (Statens Jordbruksverk) or the
Swedish University of Agriculturai Sciences(Statens Lantbruksuniversitet) should be made responsible for continiously making
calculations of the total support to the Swedish agriculturai sector,
starting with 1995.
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Only an average of the support to the agriculturai sector in the
European Union member states is currently available in OECD
publications. An account for each member state is missing. In order
to reach a better transparencyit is necessaryto calculate corresponding figures separately for the other EU member states.Furthermore,
there is a needto develop methodsand modeIs to make it possible to
estimatethe environmentalcosts causedby agriculturai support.

.f'

