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Changing the EU and Challenging··lhe· CAP 

by Heather Field' 



Chanaino the f!U *ICI·CMHinglng tht CAP 

by Heather Fiekl 

Abati'IN:f 

.. . 17J! CCH11tm)tJ. A}lri,-uf.tura/J1olicy (C dP) t:OIItihfles to. he thf .s;nglt flll).ft i"'JJI!!iJJft,PtJlicy 
o·o.f·· · .. the····. E .... ".·.'ope. an .. ·.· ... t~ttt»····· '. tE·W··. and.. • . a.: .• ~ ... ·"'.· .. 'c~ ~"t·8t·.·,.erOIIS .... ·.~ .. s.NJJPQrl.· .i· .• ·.·.· '•~ 'Of.·. • .. · · .... ICftiiUt'i. tJI 1'!:'· .. . odr.Jt 'It· '' .. ·· !£ ..•. 1'ht· .reasons for tfrts lie 1n the htSt()ry of.thrt EU (Jill} the JX}llticaf ~~ of the .CAP. With 
Qgriculhfral mttrests bei1rg able to itljlu.,~tH:e tht positiow~ c)j kty mfm~r .. ttatts at the hational 
lew/., 

1biSJ!f.J'tt' exammes nw' the political .basis .of the CAP and the batgoim: on wh~ch it Wet'" 
cOirstructeil have chm1gedo~~r the year~ .... The t~JKI'ISiOir ()/the .EU ;.~f c~d tlw CAP:from 
a .it'ansjer ~.flem htf!!ttn rraw;e: ~ Ge~ /t)_ .. a .)ys~m of ~·for ,htW member$ ,In 
southen• Europe.··~ (;;trman Nlfiftc:a.t•(JI:I ~educed Germany's ability to pr<w!dt ope~W~d 
S'l#ppOH for the LtfP, Whllt the Aifa4ttrrchl Tr4UJI);r met the . nt,d~ (>/ ihe rrettch .Socfn/lst 
go . .. ·.·""'"'me ... · "'fi. Qi' Ell. palt.'cie.sandtrmtsfers ou .. t.". ~ tne.arnculttlrai#·C· tCf ... Tht ... . .E\J. ,., ...... ·.I'M. bli.c 
.has ~,, ~ttn to .vet the dewlopment of a CAP which .Is less ~~ .to thtt tnvtftJ/IIfltnt~ 
These tmd athtrpressures· t~llowed t"'fP rtforms. to .be, IH ~rr~ed 'If/JOn In .1992,follllWtd.lattr 
by t/11:, ·Blair House. a~etment at .the C/OSl of the t1ru~ R()Nnd . c~ to IM ,,,, 
currency syStem . /ltn'e. allowed greater renatitJnQ/iSQtion .of SllfJPIJI1. at did tiM enlatgt,.,nt 
arrangement,' for F'inlmtd. Austria and· Sw~dt,t 

Howe~-er, the question jor the jut11tt t:v wMthtr the CAP.. or: any ptJrt of itt. will h 
~xtetlded to the ptiJSJ'(CfiVJ! treW ~mbers in Cetrtral and. &11ttm Europt. This i~· abQ. 
Meds to be ~tn agat&t a: ~kgrot~tHI o.f the ,!'(lrt¥a:l collapse oj.agriculhlrt inpts of ta.fttm 
Eu~ and theformer USSK 

11M COrm11on Agricultural Polley (CAP) and ·it& lmp.ct· 
The ComztlOrl Agricultural Policy (CAP) is. the single most iropor!anf ·to.mnJQn ... policy~ of 

. the European Union (EU)... u. bas t.d a ·m~Jor inf!u~~ o~ the ~ and .emi~~ of 
the EU:s member states •. q w~U s. on the ~~nom•~ of!!"cultQr~ exponma counlf1CS· "!Ch.u 
Au~lllaa. The CAP.~ retained tts pre-cm~•nence m. spt~.of art •~• owr the~ an·~~ 
membefship of the 'EU, ftom the six original. membefs oftbc Euro~ ·~ongmic COinmunity 
(EEC) in 19581. to the present .fifteen member.; ()ftbc EtP •. ·~· the lliblt.W widenins of the. 
EU's ~mmon pOlicy spectrum. by the Maastd,bt. T~ty on .European UniofL 

The CAP continue$ to absorb over 4S per cent of expenditure &o.n· the common· EU 
bQdget. lhi~ is a eonside.U.Iy smaJlet propo•'taon than tho tbtOC'iUII'jen which it PtQrbecl in 
the late 19705, but Qot. • redu~ion in. reil term$·~ . However) ~- i1 ~~ ·here,. the CA}' .is 
not •path depend... ent.\ i.f\ .. IP.· .iattle. ·of. the< stranjlehold it has bad Qtt the EU'• ·finances 'and: policy 
development over several cte.:ades. · 

As. · .. ·the.. . EU. · 'ban8.4 es .. ·in terms.'. o.· .f it·s·· .. meinbership and .. ·.·. the .. ·.· .. t•.·. ies. Oft.•·· . ·.wbie. · ....... 'h '.'. ··is· .. · · ·~ ... · .. . .·.·. · · ·the.. . 

CAP is -.san.. . . . •. ·.'.Y. ·. affect···.·· ed ....... Chan. ~.eJ es .. :· .. sinn::.· t t.he· .. po·.li'.·t.ical .. si·tuation ...... · .. " .··.·.•.the.· .. •.· .. ~ .. • .... ·· ... lev .... ".· ..• •.· ... ··. k ... " .. . membet states such u France and l,ietiNUif can ·lho baYe .an •t oa the ·CI'..P. •fhil piper 
~·the natute a.1d. impact o.r·t11umbef o~Jnljor· recent and ~··~ to ~~u 
and its· metnber -*ates and to the CAP. 1'bele indu!te· tbe ptG~ ........ of- B(i~;~.l· 

1 f~Ocrnny~tta~yJ·~...-..-~,. 
1 1:1ie fGuadi111 si~ ·pitlr ·~ .. 1,._. .... • ·UK < ........ 1913). a...ce Ottt). --· _._,._,... 
(l98t;)t ID1I ·-- Fi..._. _. s..-. (1995). ·•• tMO • ._. ·~ new.:.• ~· • 
.lblortlcd iiiiO •kFcdeJal.~· flaen.., _, ......... t.lllt'EU 
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Stepe twlltdt CAP NfOnn 

The: changed politicalSituiJtion 
1"he;. srowth. in trannen thtOll~ thee CAP to smaller and relativ~. nn.~ .·'tnembef •• 

such. u Ire1Mnd ,and Gt~ lr~ redUctkrt$ in the benefits. whieh Fmace t.ad . .mer •been. tble to 
obtain, r$Uited in net budgetuy ·ua.,..e_.s tbt0\)8h tbe EC .. ~ ·~ ·w.· linked.· to 
• .. ·•. ··cu· .. ·· mar·· ... ·.•· . .J .. ·po.· .. •.•cr .... •.nd .. ; p. rod. u.ct· i.o. n,.· and.· .. · •. rno.re. ·· .. '.··link·· ... ·.Cd·· ·.·.tP<. ot-.,r ... po .. l·ac.·. -.. ·· ·~. ·Thi. ·.$· .. '·.· .. rocas ..... · .. · .... · .. ~led ...... ',to • .. ·. ~mit»Jtion oft~ barrltrs to ~AP teform J;l;~nse and von Witzke 1987). The·~ .. ~ 
·~ Gennany wt»c:h were, deait~·tabove i&e;li!J!ed agreement ·P'! the 199Z .~00111 and~ Bliir 
Hcnue· A!!teement, althoUgh political change tn France :tl$dted tn the effetiVe ~· ot 
the terms of the latter agreerMilt 

However, in .. addition tQ paliueal. cban$es .in .. ~ stat~ and•.•thc iml:*:t~ Qf Cier:Jnul 
unification, there It~ been .~ ·ptes~Ure· f()r reform. of' tbt. CAP fO. as to ·reduce lta 
environmental cost~. and alf(J ~- of sreater awar~ .. of a hish Jevel: of .hod lOCI 
unint~ outcorr.t$ ~cd with the• CAP. 

'fhe· mvitonmem, ._. •-. ~l>ed .. the .'true Jmer' &om the gr¢wth .in .. ~· ·or 
agrieultur.l. products w~h . resulted ifom ·u.e ... CAP's hish· ;:ice •suppt)_rtl· (v00 W~er. 
19941 p. 26)~ This f!Owth led to i~ ~ of~ lnd pelaicicla. ~ 
crQP t~ inten~~fic.Uion of production,. inCl 1 switch :fi'om mixed.· .fannial to ·~ 
and~ intensive liveltQCk produc:tJoiL hliOUthent Europe it .. Jed· 'to .IGII'ce water ·.~ .,.. .. 
us..'"d for rwoducrion of ctops rdiant on. CAP suppo~ and the ~ up ·&ae~.·. ~~of 
·~~· ~ l!W'Ihes •. Cork fott$t bave been ripped out. to tlklw CAP ~··~,....,... 
tmptiCn to be grown. 

A dift'erent cost of the CAP hal invoJve4 .~. m the 111e or CAl' a.t.· . fr.d Oil a 
substantill ·sca~e. hal been ·a ~ pr~ ·one factor ill fhilit·~ __. ..... .,.,_....are 
.made• ·not by the COIQIItiuion.·itlel£ or.· · · EU ·•body. but by .._.. ~· .~ 
iUthoritiel on blebalf of the Etl In r:& and ~ ~-tberl ·t.e.· ·DM~l ~l 
.~·with bud,. t.nd'in.some··~.• .lltk .. ofwilli~ .to ~e with thl Comnisdon 
m .inv~ it. From a national ·.point or view, CAP fiJu4 .ruay in tol!lt • ._ be 111ft • 



Slow prt>gress towards CAP teform 
Bacic in the 1970s the Mansh.:.\lt Pl.n aimed at a re!(fuction in the workforce in agri~itufe 

and. th~ rationalisation of holdings (Swann 1972) ... However, as shown in Table 3, genuine 
refonns pfthe CAP were to take two d~ade. ·more to achieve, and even then they have been 
limited In their impact 

• AJ~ho'~~ the 19~0s saw the. intr~uction ofattempts. to ~mit the gr.Jwth in output throust: 
tbe mtrodu~•on. r1f d~ .q.uot.as, maxtmull! guaranteed quantsty arr~g~ts for ()tl~$; ana 
redutttons m th~ buymg•m pnce for l,leef: tt was not unttlthe. 1988 •st.biJ•sers' agreement; was 
concluded. that attempts were made to link over•production with etredive. li~tdts Qn CAP 
support expenditutt.. In February 1988 the. cstabUasers' 5ystem of aQtom.atie adjustments to 
~cultural support prices which would . •pply if production exceeded. set level$ WI$ 
introduced,.' lt set a.· guideline for the extent to which CAP budgetary expenditure could 
increue1. of 74 per cent of the growth of GNP. However. this g\lidelin2 ·was .increasec:l by ~CU 
l.S' billion in 1994 to allow for the cost of CAP reforms and the integration of the new, c:Jet1Mn 
.Laender. 6 The ~stabilise!"$' ~'lid have $0me impact in allowing the. tnage stocks of IIW'J)Iu$ 
comrnodities·whicb hid been· bought into intervention to .be. run <iownf The· proportion o(tbe 
EC budg« expended. on. agricultul"e was reduced to 1ess than 60 ·per cent (Colcheitet and 
Buchan 1990, p. lOi). 

The 1991 .;Reflections' paper.(ComrniS$ion or·t&e, Euro~ Communitie.s·l99l) and. the 
MacShatry propot.als develop¢(~ from it .laid . down. objectives whith included .Jess ~liance. on 
price supports l\nd greater use of dir~t aid or income .6Upport· meuures. CAP.III'Oblems 
identified i®luded . escaJ&ting budgewy. CO$ts, . incr~ing stock~ of pn)duct$ purcfauat. by 
intervention ~encies, environmental problems frorn intensive.fannin& ~ed CAJ'budg«IIY 
expencHture n<~t. l·eftccted in .farm incomes, . .nd. the continued decline oft.~ active agricultural 
~pulation ~~legation of the Commission of the .European Communities 1991). It wo 
ackno. wledgm. t!'&t.. 80. per. cerat o. f the.· .· · .sup···P P.O ... tt.· .pr ... ovtded. byFE()GA soes to 20 ..... .cent ...... of 
farms, . ~ being die larg~. f.-ms~ Scberne5 to. set aside land and .·~. it &om 
production,. to. mike agrl'iUiture· .less extensive, and to facilitate tht early retirement of 
producers, had been found to have had little etr~"'t. · 

The 1992 CAP reform agreement included redudi()ns in the intertrendon or support 'pria:s 
for key products, the introduction of ditect ~ome SllpPott, the wider use of set•llide tncl 
extensiticaUon Mt~J~Sernents, uct. a range of environmental measures. and: .·~~• ·~·Blair 
Hou~ ~t. which. c;~nc:luded· the U1U81J1Y kPund,. eyen with the. •c~artficadonlit. or 
modifie&hons. made ·to lt m tate 1993. acts Q .a ccnstratnt on .. lftY loosenbis .. of CAP 
ar:rangttnents which rnight· l"ld to the Qreed limits on subsidised ,~.·bema ~. 

' tbc ~oftbc~-1ilen· Mlf.~·oiu~~t ...... O,~diC~·-Aiudl~todaeEC 
~. tliCI'C:iiC:d to mctUdt a JbPOirlOil ·c-K (ii)P. ~ tbe .EC'i .~ t ... '* 1114 ~-- Of 
agrk."uttural k:vies, ~· -{~ lnlll.4 .JJCt ct.S1t OfU.C· ar ... ''Wt ._. tbr VAT ja l*k......-11111. .. no .. 
new ....... JDUnttWtheie.~·Would be~* kJ by ~··.fmal•...._._ to a.~ (if 
l.3petcelltfiCJrt$.!~·~(GNP),but~.VAT..,._..._._tobe;,...a ... tol.Optt·­
C)f individuil aatiOMI RCCipts· ~VA"J by 199~ (Flelcl, ~ Ud Kilby·l919). 
6 Fotknringu'1;~~Gema~ayin t,_,, 
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Details of the 1993 refonns and. the Urug\la)' ;Round . asreemetn •e given in Chacke .and 
Johnson(19tJ4), Hillman(l994), Bwrell (1995), and Tanner (l~~). 
table 3: Aarkt~ltural nfona .._. •• i• the EC/ EU 

1982-.83 Introcltlcticr~ ofl.l.lax:Jmmb. guaranteed 
quantity iUTcU,Jganeats (MGQs} for 
rapeseed, 

l984 lrttrodt!ction of dairy Quotas. 

l9&4-8S MGQ anangernents inmxtu«d for 
sunflowersccd. 

1986 :Redut'tious in beef buyi.ng~in .Pri~ 

1986-87 IntrodUCtion of ocreals co­
rt.$p0nsibility levy. 

1987-88. Buying .. in price for cereals: cut to 
94 per cent of intervtntion prite. 

l?ff!ct 

Pro rata taluc."tions in the sur--~: 
prke to 5% t~P'•'re. ~~ryau:. 

(:tgduc;es total .milk ptod~. ·•·' \ · •:t 
~lqws support lcNel.s to be~~ .• ine4. 

As for rapc$Ced. 

Reduces effective level ()!supPOrt. 

the 3 per ~nt.levy has certain. exemptior.s 
n.nd ftldutd support to only a limited extellt. 

Reduction in the effective level of 
protection;.~~ tbc export .rdund 
is .~ IDain determinant or tbl! S\lpport le'Jtl. 

1988 B•Jdgetary and production stabilisers. Provide so.tne te$U'Iint f(l(' tbe growth 
agrcc:d. upon, ~~hading MGQ for oel$1s in CAP c.~\II'C and wty.&t 
·and tightening or arrangements for 
other products. .lnttoduction of Some pr~n r«tuting dl'ed.,. greiiet 
set.•aside and income assi~ schcm.es. natic>nal respoll$ibi1ity. 

1.992 Agreement on price reductionS with Reductiops in.production and e~rts •. 
compenSatory income 5UJ'P(Jrt Jtld SQme 
sd.-Bside .-equirements foe· larger 
p~s. 

1992/93 GArt agrceroent .setS limits Qll $Ubsidised A~ to t.rge CAP $Uil)lli$CS of' grains ·and~ 
e•rts of grains, is p.eventcd · · 

.Prices unpegcd noml>MaQCJ ~onal ~ 
scherocs pcrnuttai to corupeo!attfot ~~. 

Source: Field and lltam (1988). Field, Hearn and .l<irby (1939), .. EC News ( 1992), aad Field (l99S). 

Reform of the ~green currency or 1aQrimonetary' s.rstem 
Tile 199~ reforms were su.pplem~~· in 199~ by the tennirt·~~on of the ·~ ~eooy; 

sy~em o~special exchange ~te$ for .-.~ltuJ'e. This b~ played~~ .~~le illl'llllbl the 
pnces which EC and EU fanner' recea'~e tn terms of natiorial ~ ,\Ciel; and until the late ,J9SO. 
the system .,ated as a counterweigllt to attempt• at ~dorm oV .the CAP~ .. It bad .... into 
edmenc~ after ·~· fluctuations led . to the devaluati~~: ;Jf tho .f'l'f'tlC1t: ~, :fJ1d ,;l@er 
reV~W\tton ofthe C~ DM in 1969. When the French..~ wp .devlltlfJd .n ~.1969 
the devalution was not made to agricultural·lllpport plf~ ..• insiead F.-.oce Wll Mked 1o 

:l 
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~import subsidies.on agricultural products. When the DM.wp.FeValued the .FRG:b¢gan to 
apply import levies and export sub~idies to a~cultural pr~uct~ .. :f.ke ·system was ,oJ)erated 
throughout the EC\ with the levies a~d substdie$ being known as Monetary Co~tory 
Amounts or MCAs .. MCA levels reached 20 .. 30 ·~r cent at times for individual memtKt. wtates, 
with these percentages ~ing applied to support price levels to calculate the amount of levy or 
subsidy payable on individual products. 

The . impact of this agtimonetary system was to maintain and increase the level of 
agricult~ral ptodut:tiol\ in Germany? the country. with . the .strong .. currency undergoin,g 
rev:Uuation-~ and to a lesser ext~nt the Nether~ands. (Hu 1981 ). .If a gen!lme ~ommon mark~ 1n. 
agncoltural. ~roducts had been allowed to extst\ then currency nwafuati.ons tn Germany would 
have resulted in agricultural prices~ which were set i.n ECUs at the EC level, reducing .in DM 
tenns\which woul.d have restrained agticultural .Production in Germany and .encouraged exports 
of agncultural products from France to Germany encouraged. 

. From 1~84 arrangemen!s '\\'ere made to. phase out 1\1CAs by effettively ~gging EC 
agncultural pnces to the DM tnstead of the ECU. No new postttve M.CAs were to be created 
due . to currency . appreciation, iu$tead an equivalent amount was added to negative MCAs. 
These negative MCAs .were. removed by 'sreen currency' devaluations, in which countries 
reduced their negative MCAs and ntised tbetr agriculturaf support prices in tenns of national 
c .. urr~ncy. The gap betw. .. een actual suppo··· . rt p. ri~es in national ~. urrenpies and_ su ... ppo. >rt pn.· ces in 
nommal ECU tenns became known as the 'sWttchover coeffictenf' m 1988 dus stood at 13.7 
per cent, and by 1993 it had reached 21 per cent.. Attempts were made to pha$e .out the system, 
but it still accounted tbr around 20 per cent of CAP budgetary expenditure in 1994. 

The pegging of agricultural prices to the OM had the effect ofincreasing the costs ofthe 
CAP when the DM rises in tenns of USS. Thts is because as the USS falls in Yidue, so do US 
agricultural . export prices, and itt tum, the world . prices. of· grains, soybeans; and other 
commodities of which the US is a. major exporter. CAP export refunds. fherefore. had to be 
.increased to CJ1SUre t~at ~similar quantities ,of subsidised products can continue to .be .durn~ on 
·the. world tnarket.. Wtthm the EU, so long as the DM was a strong currency, agncultural pnces 
appreciated in re~. terms ~at~er than fell.. Th~ ea::ret of t!Us was to .sust~. p~Qduction in 
Gennanyt and to. mcrease tt m. EV f.~ountnes With oeptecaatmg currenctes, Slnte' tn the latter 
agricultural. prices and subsidies .increased relative to those .. of non•traded goods cuad. many 
traded goods. The green currency system. also allowed claims to be made that agricultural 
prices were being held back, or frozen, because they were constant or little changed :in ECU 
terms, when the actutl amounts. received by most EU fanners were inct easing. 

. The. mair1 e~ects of the sreert currency system were .suppo$ed~ tQ have been elitninat~ 
wtth the mtroduct1on of the sttlgle market arrangements at t~e ena of 1992. . However, .tn 
August 1993 the agreem~nt ott restrictions on ~.~change tate fiuctuatior:S was bteacqed, with 
currencies deviating by. ~s m\tch as. 15 ~r cent ti·om their agreed central rates, resulttng in an 
appreciation of the DM which would have resul\ed in lower prices for farmers 'in Germany. 
~llnan pressures result~ in green rates beillg.fi\'>~ tu pr.event dust contrary to.wbat. bad 
earlier been agreed, . and the. rewiutrodu~tion of the '~lier. switchover system l)fcompensation, 
with fts built-in effect of price. increase$ in most EtJ e~unuies when the DM appreciated. . Only 
in June.1995 we_re ag!icultural price_s ~entO:ally -gnpe&'ed ftorn the ~tsctupar~, accompanied 
by the tntroductt(ln of a scheme wh•ch provxdes Jnt!Ome rather than prlce asststance for farmers 
in cOUntries W,itb revaluing. CUrrencies, which in practice !lk~S in Oefmany. 

The. irnpiCt of CAP refonn 
CAP refbt1ll. has o~rated to reduce . such inefficiencies ·as huge intervention stocks of 

prodt,~cts purch~_just to SUPJ)?ri t~ market, and tbe.bigh J:nviroruneQ~costs (lt·~.CAP. 
ThfJ EU, s comnuss.oner for agracult\lte and. rural devetopment,. Franz F•scW.;. dacribed the 
results ofthe reforms in the folfowing positive manner (European,Union'New•199S, P~ 4): 
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