METU Studies in Development, 36 (December), 2009, 423-438

An analysis of the obstacles and
difficulties in the introduction of the EU
Common Agricultural Policy reform

Necati Yamag

Prime Ministry Expert, Basbakanlik Merkez Bina Kizilay, Cankaya/Ankara
e-mail: necatiyamac@yahoo.com

Mustafa Acar

Kirikkale University, Department of Economics, Ankara Yolu 7. km 71450 Kirikkale
e-mail: acar70@gmail.com

Abstract

The Common Agricultural Policy (CAP) is the first Common Policy of the European
Union (EU). It was established in the late 1950’s, but came into force in 1962. Its primary
aim was to overcome food shortage problems after the Second World War. Therefore, the
CAP introduced price support measures, eventually resulting in surplus production. This
meant a financial burden for the EU budget as the reduction of surplus required export
subsidies, which distorted international agricultural trade. In many reform efforts, the main
idea was to reduce surplus of reduction, to replace price support with direct payments and
to prepare the EU agricultural trade negotiations led by the World Trade Organisation
(WTO). But making fundamental change in the CAP has not been straightforward. This
study identifies three main reasons why the realization of the CAP reform has been elusive
and taken such a long time: conflict of national interests, farm lobbying and the structure of
the EU-policy making. Net contributing countries such as Germany and the UK opposed to
subsidise the agricultural sectors of net recipient countries such as France. As European
farmers were heavily reliant on subsidies, farm lobbyists opposed even the smallest reform
to the CAP. Since one institution has not been given total power to play a decisive role in
the decision making process, making fundamental change in the CAP has not been trivial
so far, nor can it be easy in the near future.
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1. Introduction

As the first common policy of the EU, the CAP can be considered as a
testing field for the common market project. It used to account for 70% of
the EU budget in the 1980s. But this percentage has dropped recently to
46% of the budget (europa.eu). However, the CAP is still an important
element of the Union’s budget and decision making activity and its
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contribution to the EU’s prosperity is still considerable. For instance, the
agri-food sector accounts for 14.2% of total EU manufacturing output
(Europa.ec). Furthermore, The EU is the world’s largest agricultural
importer and the world’s second largest exporter. European farmers
maintain 44% of European land that is utilized for agricultural production
(Nilsson 2000: 8). There is no doubt that the CAP has been the first common
policy of the EU and occupied lion’s share in the EU budget. But these
attributes of the CAP have not been able to guarantee that it would not
encounter any agricultural problems in the future. As circumstances
changed, the CAP had to face various problems.

The main objective of the CAP originally was to struggle with the
food shortages emerged after the Second World War and to ensure self-
sufficiency. To achieve that, price support measures were used, encouraging
overproduction over time, hence leading to excess supply problem. After the
1980s, CAP targeted the elimination of excess supply, which had negative
internal and external repercussions. Cost of storage and exporting surpluses
added new burden to the EU budget: more money had to be spent on
subsidized foods to dump them into world markets. On top of that, there had
been a dispute between the US and the EU over agricultural trade as export
subsidies had trade distorting impact on world agricultural markets. Global
agricultural economy requires agricultural subsidies and domestic support to
be abolished in order to facilitate greater market access and export
competition and make the EU agricultural markets competitive. These were
the main external pressures for the CAP reform.

There was also internal pressure for the CAP reform such as budget
costs, and EU enlargement. Despite those pressures, it has not been easy to
put the CAP reform in practice. We have been discussing the CAP reform
since the 1980s. The crucial question here is why the realization of the CAP
reform has been difficult and why it took such a long time to come. The aim
of the CAP reform in 1992 was to reduce domestic support and export
subsidies, and to introduce direct payments. The same objective was still in
effect in 2003 CAP reform efforts. What were the factors that prevented the
CAP reform being realized in the first attempt? This is the main question
that this study deals with.

2. The reasons why the CAP reform has been elusive

2.1. Conflict of national interests

One of the most serious impediments to the CAP reform is obviously
the conflict of national interests, and this section looks into how opposing
national interests constitute a big problem by looking at some concrete
examples. In relation to the CAP, there has always been a sensitive balance
between the interests of net contributor and net recipient countries. The net
contributors have a vested interest in limiting EC agricultural support,
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whereas the net recipients have an interest in maintaining high support
levels. As opposed to recipient country France, the United Kingdom as a net
contributor country has always been in favor of agricultural support being
restrained (BAE 1985: 14).

Considering the difficulties of reconciling various national interests in
establishing common agricultural policy, it may be concluded that the
"original sins" of the CAP still affect the present debate on CAP reform
(Fearne, 1997). The main motivations behind the economic union in the
agricultural sector were predominantly political. The common market for
steel and coal was seen by France as beneficial to the powerful German
industry. A common agricultural policy was seen as compensation to France
as agricultural subsidies would mostly benefit the large French agricultural
sector. This explains why it has been so difficult to implement significant
reforms because of the vested interests in this particular sector. France is still
opposed to significant reforms of a policy that was implemented in 1960.
Moreover, France, 40 years later, seeks in any reform some financial
"compensations," original sin of using a sectoral policy as a way to solve a
political game (Bureau 2002: 11). In this political game, France, as its
agricultural interest is competing, has been in conflict with the UK and
Germany.

In comparison to EU-15 countries, France, as can be seen in Table-1
below, is a major net beneficiary country of the CAP. The same applies to
Poland in comparison to EU-10 countries. As a result, France has
traditionally been a staunch defender of its benefits and the leader of the
protectionist wing; whereas the UK, as a net contributor, has traditionally
been the leader of the liberalizing wing (Lowe, Buller and Ward 2002: 6).
The reason for France supporting the status quo is that France, which has a
relatively large farm sector, gets more net benefits from the CAP than the
Germany and the UK, which have a relatively small farm sector. Various
approaches of different countries towards the CAP reform arise from
difference in their farm structures and diverse social and political attitudes to
farming and the countryside. Accordingly, the UK, Sweden, Denmark and
the Netherlands have been the most pro-reform countries, while France,
Spain, Ireland, Greece and Portugal have been the opponent countries to
reform (Thurston 2002: 1, 33).

As mentioned earlier, if the agricultural reform was to be carried out,
some countries benefiting from the existing CAP would be losers. That is
why these countries are against the reform in the CAP. In order to reduce
their resistance to the reform, it is important to increase political viability by
implementing reform gradually; minimizing redistribution between
countries and ensuring that farm support payments underpin farm incomes
rather than land values (Thurston 2002: 3). It can be concluded that if the
gap between the losers and winners of the CAP reform widens and the
reform is not incremental, the chance of reform being realized might be
jeopardized because of the serious and strong resistance of the losers. The
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whole issue is to ensure political viability of the reform, which is one of the
reasons why the CAP reform has been difficult. It is not easy to strike the
right balance between loser and winners of the reform. What has been done
throughout the agricultural reform process is to water down the original
proposal of the reform to compensate the loss of the losers. That is why
reform was not able to reach its target in a short term and took a long time in
every attempt. This is one of the reasons why the CAP reform has been
elusive. Not surprisingly, there were other difficulties that contributed to the
elusive character of the CAP reform.

In relation to conflicting national interests, another difficulty arises
from the fact that the CAP has tried to achieve various objectives such as
self-sufficiency and increasing farm income level with one single
instrument, although the Community members have had large differences in
their farm population as well as in their net trade position. As a
consequence, the attitude of EU members has been determined by the
distribution of costs and benefits of the CAP. Today, the CAP and its high
support prices are causing the largest welfare losses to the net food
importing countries. Consequently, these countries push for reforms. Net
beneficiary countries from the CAP such as France push for policies that
bring back some, or more, of their contribution to the common budget. Net
contributing countries such as Germany or the UK are keen on limiting the
CAP related expenses (Bureau 2002: 11).

The relative specialization of each country exacerbates the national
interest problem. For instance, Italy could draw the most subsidies in some
sectors such as olive oil and tomatoes and it has supported interventionist
policies in those sectors. However, it has supported the idea of low
intervention prices in other sectors. The Netherlands has, on the one hand,
supported interventionist policies in the animal husbandry sector. On the
other hand, it has favored freer trade with third countries in the grain and
oilseed sector as they were an input for their animal products (Bureau 2002:
11). Spain’s accession had to experience the ongoing fight inside the EC,
between those who want to “budgetary discipline” (Germany and Britain)
and those who resist it and demand compensation for Mediterranean farmers
who (France and Italy) would lose out from increased Spanish competition
(Ruano 2003: 3).
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Figure 1
Beneficiaries of the Agricultural Budget, EU-15 and EU-10

Winners of the agricultural budget EU-15,
2004 EURm

10000
9000
8000
7000
6000
5000
4000
3000
2000
1000

B Guarantee
BGuidance

FI
SE

UK

Winners of the agricultural budget EU-10
2004, EUR m

B Guarantee
OGuidance

Source: Deutsche Bank Research 2006: 10.



428 Necati YAMAC — Mustafa ACAR

2.2. Farm lobbying

Not only do net beneficiary countries benefit from the CAP but there
are also some farmers that gain from the CAP by maintaining subsidies. As
they get benefit from farming, they invested machinery and human capital
heavily in this sector. For the sake of reform, it has been extremely difficult
to take these investments out of farming. As a result, this posed an enormous
obstacle to the CAP reform. The main reason for this obstacle becoming
formidable is “over-representation” of farmers with respect to their actual
weight in the population (Bureau 2002: 3). The inevitable corollary of this,
farmers were able to affect decisions to reform the CAP. Farmer lobbyists
heavily influence the decisions at both member states and the Commission
level. The national level refers to the lobbying of member states’ vote in the
CoAM. The second refers to lobbying the Commission directly through
membership of umbrella organizations (Kay 2000: 5).

Farm Lobbyists are considered as an interest group and interest groups
exercise the political power either to influence decisions, or to force
decisions to be made or not made (Grant 1993: 44). The important question
here is what makes these lobbyists so passionate in defending status quo. In
other words, what was the motivation behind their resistance to the CAP
reform?

The major reason for the Lobbyists becoming anti-reform was
agricultural subsidies. Increasing subsidies only made it crucial for the
farming community to invest in lobbying in order to ensure that long-term
subsidization was maintained. Ultimately, the agricultural lobbying
organizations became the EC’s most powerful lobbyists in the 1970s and
1980s. Budgetary support for agriculture increased from 2 billion Euros in
1970 to 31.6 billion Euros in 1990. This lobby succeeded in opposing even
the smallest reforms to the CAP. But, there were some groups who
supported the reform. These groups were consumer and environmental
groups, and several Member State governments (Kryn 2003: 3).

As mentioned earlier, farmers have constantly and effectively resisted
reforms to the CAP, although changing circumstances have put pressure in
favor of the reform in the CAP. This was the case even though EU
agricultural population has declined. Nevertheless, farmers still constituted a
critical “agricultural” vote in many EU countries and the large benefits that
they received have made them active political partisans in most EU
countries. But a small number of them were getting agricultural benefits and
were relatively wealthy. The irony is that, this situation has been sustainable
thanks to the consumers and tax payers who have paid to maintain the CAP,
which farmers have benefited from. Eventually, this situation has reduced
public support for the CAP as a source of assistance to needy farmers
(Economic Research Service/USDA 1999: 9). The main difference between
the farm lobbyists and the consumer groups is that the agricultural lobby at
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both the national and EU level is well organized. In comparison, consumer
groups are typically less well organized (Kryn 2003: 3-4).

It is important to look at the number of farmers in comparison to the
population of the EU to see how well-organized and effective they are.
Although the costs of the CAP are distributed among EU citizens, the
benefits of the CAP are concentrated among the farmers. This shows how
they, in comparison to the rest of the society, are successful in lobbying the
governments to preserve the CAP as is and prevent any radical change
thereof. Therefore, it has been inevitable to listen to the potential losers and
to incorporate them into reform proposals since they dominate the politics of
CAP reform (Thurston 2002: 13, 19). As far as the effectiveness of the farm
organizations in the politics of the CAP is concerned, Hill argues that these
organizations represent the large numbers of voters and, more strikingly, an
undue proportion of politicians are themselves farmers or landowners (Hill
1984: 13). As farmers have had a strong influence in the politics of the CAP,
it has not been possible to realize the CAP reform at the expense of the
farmers’ benefit. Given the fact that there has been conflict between the
benefits of the farmers and the requirements of undistorted international
trade, it has been difficult to reconcile these two. Considering the whole
reform process, it is important to recognize the influential opposition of farm
lobbyist to agricultural reforms.

As a consequence of effective opposition of farm lobbyists to the
reform, the CAP has been modified occasionally at the expense of
consumers’ interests. For instance, milk quotas were introduced in 1984 by
the Community’s agricultural ministers in order to keep milk prices high.
But this policy cost consumers too much as the real prices of milk have
remained at much higher levels than they could be otherwise.

Small farmers sold or leased their quotas to larger farms and left the
industry in greater numbers than before. Consequently, sector’s ability to
compete with other dairy industries became weak and this resulted in a
widening income gap between farming and other sectors of the economy.
This outcome is used as a justification by farm lobbies to have higher levels
of support (Rickard and Chambers 2000).

There are several reasons for being optimistic about the decline in
resistance by the farm lobbyists. First, the farm lobbyists are gradually
losing their political support. The farm population has diminished since the
Uruguay Round, and so has the political influence of farmers. Second,
developing countries and the Cairns Group will demand stricter rules for
supporting agriculture, which will put pressure for shifting support away
from production incentives. Third, a large share of the industry (services,
utilities companies) has conflicting interests with agricultural producers and
this would offset the influence of some farm lobbies (Bureau 2002: 67).

It might be questioned that although farm lobbyists have been losing
their power in agricultural reform since the Uruguay Round, why has the
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CAP reform still been difficult? We argue that farm lobbyists have lost their
power relatively but they have still been influential in shaping the reform.
Furthermore, Farm Lobbyists are not the only obstacle to the CAP reform.
There have been other hindrances such as conflicting interests of the
member states—discussed earlier, and EU-policy making structure, which
we will now look into, that have made the agricultural reform process
challenging.

2.3. EU policy-making structure

This section examines how the role of the EU institutions in the
decision making process affects the CAP reform, and also how countries
political weight in this process affects the end result of the reform.

In looking at the role of the EU institutions in the CAP reform process,
EU Council of Ministers, the Commission and the Parliament need attention.
The Council of Ministers has the main responsibility for making a decision
about the CAP, but the Commission also plays a significant role by
preparing proposals and ensuring the application of the Council's decisions.
Although the European Parliament has an increasing role in policy making
since the Maastricht Treaty, its power is limited to the area of the CAP. The
Council of Ministers is a powerful institution and only needs to consult the
Parliament and can proceed without the approval of the Parliament (Bureau
2002: 10).

The European Commission’s role in the decision making system puts
it in a position of controlling the agenda of the CoAM. Making proposals to
the Council of Ministers is its right and obligation. If the Council wants to
amend the Commission’s proposal these changes must be accepted by the
Commission. At this point, the Commission has some room for maneuver.
The duty of making proposal gives the Commission the ability to shape the
CAP reforms (Kay 2000: 7).

The European Parliament plays a rather modest role since it is only
consulted on CAP issues. It only provides political support to the CAP
reform proposals. The Council of Ministers play a crucial role in the CAP
reform process, because it is the ministers of agriculture in the Council of
Ministers that make the decisions concerning the CAP. According to the
Treaty, Council of Ministers is able to take a decision about the CAP with a
qualified majority (Nedergaard, 2006: 209-10).

In 1984 and 1988 reforms, The European Council played an important
role in forcing a CAP reform agenda on the CoAM. As public policies have
become increasingly complex, they have stretched across the functional
divisions of the Councils. In other words, the agricultural policy issues have
extended into trade, foreign affairs and budget areas. The European Council
does not allocate responsibilities among the various Councils and this
situation creates difficulty in the development of a coherent CAP reform. As
the CAP reform process takes a long time, decisions are made by different
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institutions at different times. For instance, DG II (Economics) and DG XIX
(Budget) have wrestled, unsuccessfully, with DG VI for control of the CAP
agenda. Therefore, the horizontal separation of DG VI by commodity
division creates an obstacle to the internal construction of reform proposals
(Kay 2000: 8).

The political weight of the countries has a decisive role in reaching the
common outcome. For example, there has been an influential Franco-
German axis in CAP decision-making process. When France and Germany
opposed one another, the decision making process ended in a stalemate. But
when they agree, other member states tend to accept these two countries’
position. While southern countries looked to France, many northern
countries have looked to Germany (Thurston 2002: 15). In order to avoid
deadlock in decision making process, it is necessary to decline the power of
the monopoly, to reduce the number of veto points and to increase
transparency and accountability. Transparency and accountability of CAP
decision-making requires the meetings of Agriculture Council meetings
being held in public (Thurston 2002: 61).

When unanimity is necessary in decision making, it has been very
difficult to reach a compromise since every country has pursued its own
national interests. For example, while in international trade negotiations, the
US gave the EU two options; either reduce subsidies to the agricultural
sector or face stifling the US countervailing duties. As a result, both the US
and the EU negotiators held their own trump cards. Both sides were trying to
get the most from an eventual agreement without making too many
concessions. A shift from a strong unanimity decision rule to an informal
consensus rule in the EU helped untie the Gordian knot of failed
negotiations (Clark, Duchesne and Meunier 2000: 88).

As a result of the requirement of unanimity in decision-making, the
reform process tends to progress at a slow pace. Reform proposals are
outlined by the Commission, which give a great importance to accommodate
the needs of each member state. The Commission and the Agriculture
Council try to achieve consensus but many veto points in the EU-decision-
making process provide opponents with opportunities to hinder the reform
(Thurston 2002: 13).

Therefore, CAP related decisions are now taken by a qualified
majority vote. However, sometimes a large country buys out a small country
in return for supporting a proposal in its national interest on another issue
(Bureau 2002: 11). But this kind of coalition may be removed by the EU
enlargement by diverting the EU money to other beneficiaries (e.g., Poland,
Romania).

One can see that the institutional political counterweights relative to
agricultural interests are not strong enough to play a decisive role in the
pressure for a fundamental regime change in the CAP. The problem with the
fundamental change in the CAP is that reforms have been rare, came late,
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and often profoundly diluted. One of the reasons is that the political
institutions are not strong enough to initiate reforms at the European level.
For instance, as far as the CAP is concerned, the Commission has certain
power to use it for the benefit of the EU as a whole but that power is often
undermined by the European Council. Furthermore, the capacity of the
European Council to make decisions on CAP reform has often been
damaged by the Franco—German axis given the fact that Germany
capitulated to French demands for many years. In addition, the European
Parliament has limited influence on the CAP. In brief, due to the fact that the
EU is a ‘super asymmetrical political system,” external pressure of some
kind is expected to be a precondition for CAP reform (Nedergaard 2006:
211).

We investigate some key factors which have contributed to the
difficult conception of the CAP reform. There are criticisms about the
consequences of the CAP reforms that explain further what kind of problems
contributed to the difficulty of the CAP reform.

2.4. The weaknesses of the CAP reforms

In order to discover the weaknesses of the CAP reforms, we analyze a
number of key aspects; market management systems, international trade
systems, and social and environmental effects of the CAP.

Being the first common policy of the EU, the CAP has been an
experimental field for the political and economic union. From 1962 to 1992,
the CAP relied on a managed market system to ensure that internal market
prices were above a pre-determined administrative price and that export
subsidies eliminated excess supply that would have caused the internal price
to fall below pre-determined price. These mechanisms had two purposes: to
make the member states less-dependant on foreign supply, and to stabilize
prices. Determining market prices at a high level was a deliberate objective
and this encouraged more domestic production, and led to the production of
surplus. Accordingly, the main theme of the CAP reform after 1980 was to
get rid of the surpluses caused by high price policy. High prices diverted
resources into the production of the most supported commodities, which
meant overproduction. To eliminate this excess supply has been costly to
budget as it required public storage and export subsidies (Bureau 2002: 13-
4). What had been a necessary remedy to the food-shortages until 1980’s,
now became redundant.

As regards to the impact of the CAP on income distribution, food
prices have been substantially higher than in world markets as a result of the
protective nature of the CAP. Accordingly, low-income consumers spend a
higher proportion of their incomes on food than other consumers, hence
being particularly disadvantaged by the CAP. In other words, the CAP led to
income transfers from poor consumers to rich farmers, thus benefiting the
rich rather than the poor farmers. Regarding income transfers between
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countries, major income transfers have become between countries because
of common financing and economic effects have been imposed on third
countries because of destructive trade wars (Hill 1984: 111, 118).

In addition to budget costs, managed market price systems have had a
negative impact on the environment, farmer’s income and its distribution
among farmers and regions. The CAP has increased its use of chemical
inputs and the intensification of agriculture, which is damaging to the
environment. Regarding farmer’s income, the CAP could not meet its social
objective. Mainly the larger producers, who were a small number in the
overall farmer population, benefited from price support. Price support
increased farmers’ assets rather than their income. This increased land prices
and created barrier to young farmers. Agricultural support has not been
distributed equally between regions and this has resulted in poor countryside
management. Whilst there has been a decline in agriculture in some regions,
in others there has been a significant increase in intensive farming (Bureau
2002: 14).

After The 1980s the CAP had to place an emphasis on limitation of
export subsidies, putting farmers in a difficult position, which gave way the
emergence of farm lobbies. Initially, the CAP was founded on the basis of
price support. The target was to feed the Community and to make it self-
sufficient. This aim was largely achieved by the end of the 1970s. But since
the emergence of surplus problems in the early 1980s, the CAP has had no
clear strategy and decision makers have become vulnerable to powerful
farmers’ lobbies.

Notably, it has not been possible to see a comprehensive CAP reform
despite many reform attempts. There have been many reform revisions in
order to respond to changes in agricultural circumstances since the 1960s.
The need for revision stems from the interventionist nature of the CAP,
which adjusts agricultural prices according to ever changing circumstances.
But the problem here is that strong vested interests continue to limit reforms.
Consequently, the CAP reform has been possible when the political costs of
not reforming equal or exceed the costs of reform (Economic Research
Service/USDA 1999: 5). For well-integrated comprehensive reform
proposals, reaching a compromise among vested interests has been a big
issue and accordingly these proposals had to be watered down (Moyer and
Josling 2002: 219). For instance, the price cuts had to be followed by
income compensating measures, which were direct payments to farmers. In
a sense, direct payments can be considered as an absorber of the farmer’s
opposition to the CAP reform. This also explains why the CAP reform had
to be incremental.

The question of why the CAP reform has been gradual is worth
emphasizing and it can be elaborated by looking at the examples from the
history of the CAP. The basic reason was concerned with meeting the targets
set out in the international trade agreements and being sufficient to
overcome the enlargement problem. Traditionally, EU agricultural policies
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adopted protectionist practices, including farm subsidies and import barriers.
These practices were mostly trade distorting in effect. In order to overcome
this problem, many reform proposals have been put forward but major
reform packages in 1984 and 1988 temporarily alleviated but did not
eliminate the root cause of the CAP problems. Also, other reform packages
have been adopted in 1992 and 1999. Since the previous CAP reforms did
not meet the goals described in the Uruguay Round, a further reform
package was needed (McGovern and Pace 2004: 3).

Before each EU enlargement has been made, the CAP reform has
always been discussed to adjust the EU to new accession countries in
monetary terms. Most of the reforms have not been satisfactory in meeting
the challenge stemming from the enlargement. As Ruano (2003) points out,
accession countries, for example Spain and Poland, perceived the terms of
accession in the agricultural sector as “tough,” these terms caused to delay
the introduction of the CAP in the new members to pass much of the costs of
adaptation of this old policy onto them (Ruano, 2003: 1). For instance, there
was an original reform proposal in the Agenda 2000 that area and headage
payments would not be benefited by the new member states (CEC, 2002: 5).
However, the European Council watered down this proposal and it became
clear that further reform would be needed to integrate the CEECs into the
CAP (Swinbank and Daugbjerg, 2004: 102).

3. Conclusion

The Common Agricultural Policy is the first common policy of the EU
as mentioned in Treaty of Rome in 1957. The objectives of the CAP are
explicitly stated in the Treaty: the primary objective of the CAP was to
increase production. For this reason, a price support mechanism has been
used, and guaranteed prices encouraged over-production. Storing and
disposing of surplus through export subsidies cost too much to the EU
budget and caused damage to other countries’ trade since they drove down
the world prices. Consequently, budget costs were not sustainable to a
growing number of member states. As is seen, the original objective was a
remedy for the problem of lack of agricultural production, but after the
1980s this remedy has been the source of the problem. Therefore, all reform
efforts have been targeted at the removal of surplus, and the original
objectives of the CAP have had to be adjusted to new circumstances. There
have been many agricultural reforms in order to address certain agricultural
problems.

The CAP has been the subject of incremental reforms since the mid-
1980s; milk quotas in 1984, budget stabilizers in 1988, MacSharry Reform
in 1992, Agenda 2000 and 2003 Reform. The aim of the milk quotas was to
control the surplus production and budgetary expenditures. As the quota
system was not able to meet the objectives, the budget stabilizers were
introduced in 1988, whose aim was to keep agricultural expenses within
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budgetary limits and to prevent overproduction. In 1992, the MacSharry
Reform envisaged cutting in support prices and area based payments to
compensate for losses. These were also the aims of Agenda 2000, but price
support was still there and the direct payments remained coupled. In the
2003 reform, there was increasing pressure from the WTO negotiations for
reform. One persisting problem again was cutting agricultural supports.

The maintenance of a system of free and undistorted competition is
one of the basic principles of the EU. Subsidies have potential to distort
trade, and WTO agreements require subsidies to respect EU principles in
this regard. In other words, the EU agricultural policy is geared towards
market-oriented agricultural policy to give competitive farmers “a level
playing field” (European Community 2000). As Moyer and Josling point out
(2002), there has been a paradigm shift from a state-assistance to a market-
liberalism. This can be considered as a pressure for the CAP reform
stemming from globalization. In addition to globalization, there have been
some internal pressures such as the enlargement issue and the EU budget
problem. It is obvious that the CAP reform was necessary to adjust the EU
to new enlargement waves and, consequently, to take some financial
measures in the CAP budget.

The CAP reform was justified by all pressures and conditions but the
CAP reform process faced a resistance from farmers and consequently
original reform proposal had to be watered down and further reform desire
constantly had to be on the agenda. As to why the CAP reform has not been
successful since 1980s, there are many reasons that combine together to
create the elusive nature of the CAP reform.

This paper identifies three main reasons why reform has been so
challenging and assesses how the conflicting national interest, farm lobbying
and the structure of the EU decision making contributes to this challenge. As
far as national interest is concerned, there has always been a sensitive
balance between the interest of net contributors and net recipients. The net
contributors have a vested interest in limiting agricultural support, whereas
the net recipients have an interest in maintaining high support levels. The
UK is a net contributor and has always been in favor of agricultural reforms.
However, France has a large farm sector and gets more benefits from the
CAP than Germany and the UK. As a consequence of the reform, some
countries benefiting from the CAP, such as France, will be losers. What is
important here is to reduce the resistance to the reform, which requires
increasing political viability by implementing reform gradually, minimizing
redistribution between countries and ensuring that farm support payments
underpin farm incomes. Additionally, for the sake of political viability it was
necessary to water down the original proposal of the reform to compensate
the loss of losers. In the Luxembourg Agreement, the original proposals had
to be diluted and consequently member states extended the existing direct
support for further two years to 2007 at the latest.
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Both the conflicting national interest and the organized farm lobbyist
resisted the reform. The main reason for this is that they wanted to maintain
agricultural subsidies although the international agricultural trade agreement
envisaged reducing these subsidies. Farmers constituted a critical
agricultural vote in many EU countries and they influenced the decision at
the levels of both member states and the Commission. They were well
organized and successful in lobbying the governments to prevent any radical
change in the CAP. It was not possible to realize the CAP reform at the
expense of the farmer’s interest. The aim of keeping farmers income at
certain level has been a major priority in reform efforts. In this case,
although it was hard to accommodate various factors in the same reform
proposal such as international trade agreements, EU competition policy and
farmer’s interest of subsidy, it was still necessary to integrate farmers into
reform proposals for the sake of reform being implemented successfully.
Farmers’ integration to new process had to be incremental to absorb their
resistance to the CAP reform.

In the decision making process, what has made the realization of
agricultural reform difficult is twofold: Franco-German axis, and the
requirement of the unanimity. When France and Germany opposed one
another, decision making process has been deadlocked. What was necessary
to overcome this deadlock is to decline the power of monopoly to reduce the
number of veto points and ensure agriculture council meetings being held in
public. Opponents to reform may easily obstruct the reform with the
requirement of unanimity in decision making. Agricultural reform is still
difficult even in a qualified majority vote system. Some large countries buy
out a small country in return for supporting a proposal in it national interest
on another issue. But this kind of coalition may be removed by the EU
enlargement.

In a nutshell, the elusiveness of the CAP reform stems from a
combination of many factors mentioned above. What is more difficult is to
reconcile those factors with one another. In Doha Round, the EU offered to
eliminate export subsidies by 2013. But farmers opposed the elimination of
these subsidies. They were against the CAP reform and they succeeded. The
EU with 27 member states has 13 million farmers (Trarieux 2007), and they
represent a significant agricultural vote, which cannot be ignored by
politicians. There is an inherent contradiction between WTO agreements and
the EU farmers’ subsidy desire. In addition, both protecting the needs of
each member state’s interest in the CAP reform and veto points in the EU
decision making process made the CAP reform even more complicated.
International pressures from the US, domestic opposition from the farmers
and net contributor countries, and finally institutional inertia all explain why
the CAP reform took such a long time.



METU STUDIES IN DEVELOPMENT 437

References

BAE (Bureau of Agricultural Economics -Australian) (1985), Agricultural Policies in the
European Communities Their Origins, Nature and Effects on Production and Trade,
Canberra: Australian Government Publishing Service.

BUREAU, J.C. (2002), Enlargement and Reform of the EU Common Agricultural Policy :
Impacts on the Western Hemisphere Countries (Interim report), Inter-American
Development Bank, available at www.sice.oas.org/geograph/mktacc/Bureau.pdf.

CLARK, W., DUCHESNE, E. and MEUNIER, S. (2000), “Domestic and International
Asymmetries in United States—European Union Trade Negotiations”, International
Negotiation, Vol. 5(1), available at http://www.princeton.edu/~smeunier/clark-
duchesne-meunier-inj00.pdf.

COMMISSION OF THE EUROPEAN COMMUNITIES (CEC) (2002), “Enlargement and Agriculture:
Successfully Integrating the New Member States into the CAP-Issues Paper”, SEC
(2002), 95, Brussels.

DAUGBIERG, C. and SWINKBANK, A. (2004), “The CAP and EU Enlargement: Prospects for
an Alternative Strategy to Avoid the Lock-in of CAP Support”, Journal of Common
Market Studies, Volume 42 (1).

DEUTSCHE BANK RESEARCH (2006), “New Budget Priorities for the Common Agricultural
Policy”, Reports on European Integration-EU Monitor 40, available at,
http://www.dbresearch.com/PROD/DBR_INTERNET DE
PROD/PROD0000000000 204375.pdf

EcoNoMiC RESEARCH SERVICE/USDA (1999), The European Union’s Common Agricultural
Policy:  Pressures for Change—an  Overview, WRS-99-2, available at
http://www.ers.usda.gov/publications/Wrs992/Overview.pdf.

Europa.cu, available at  http://europa.eu/rapid/pressReleasesAction.do?reference=
SPEECH/07/306&format= HTML&aged=0&language=EN&guiLanguage=en.

Europa.ec, available at http://ec.europa.eu/agriculture/index_en.htm.

EUROPEAN COMMUNITY (2000), “Community Guidelines for State Aid in the Agriculture
Sector”, Official Journal of European Communities, (2000/C 28/02), available at
http://eur-lex.europa.cu/LexUriServ/site/en/0j/2000/c_028/c02820000201en
00020024.pdf.

EUROPEAN UNION (Delegation of the European Commission to the USA), Agriculture,
available online at http://www.eurunion.org/policyareas/agriculture.htm.

FEARNE, A. (1997), “The History and Development of the CAP 1945-1990” in Ritson &
Harvey (eds.), The Common Agricultural Policy, Wellingford: CAB International.

GRANT, W. (1993), “Pressure Groups and the European Community: an Overview”, In
Mazey, S. and J.J. Richardson (eds), Lobbying in the European Community. Oxford:
OUP.

HiLL, B. E. (1984), The Common Agricultural Policy-Past, Present and Future, London:
Methuen.

KAy, A. (2000), “Towards a Theory of the Reform of the Common Agricultural Policy”,
available at http://eiop.or.at/eiop/pdf/2000-009.pdf.

KRYN, J. (2003), “A United Front: European Union Enlargement, the Common Agricultural
Policy and Polish Agriculture”, available at
www.cipe.org/pdf/publications/fs/kryn.pdf.

Lowe, P, BULLER, H. and WARD, N. (2002), “Setting the next agenda? British and French
approaches to the second pillar of the Common Agricultural Policy”, Journal of
Rural Studies, 18(1).

MCGOVERN, M. and PACE, C. (2004), “On International Agricultural Trade Reform”,
Marketing and Management Development Conference -Australia (July 13-16-2004),
available at
http://eprints.qut.edu.au/archive/00000470/01/mcgovern_ international. PDF.



438 Necati YAMAC — Mustafa ACAR

MOYER, H. W. and JOSLING, T. E. (2002), Agricultural Policy Reform-Politics and Process
in the EC and the USA, Aldershot: Ashgate.

NEDERGAARD, P. (2006), “The 2003 Reform of the Common Agricultural Policy: Against all
Odds or Rational Explanations?”, European Integration, Vol. 28 (3).

NILSSON, H (2000), European Common Agricultural Policy-An analysis of the Main Factors
Affecting Its Future Environmental Policy-IIIEE Reports 2000: 21, Sweden: Lund
University, the International Institute for Industrial Environmental Economics

RICKARD, S. and CHAMBERS, T. (2000), “The CAP: Whence It Came, Where It should go”,
Economic Affairs, Vol. 20 (2). Available at SSRN: http://ssrn.com/abstract=233434.

RuaNoO, L. (2003), The Common Agricultural Policy and the FEuropean Union'’s
Enlargement to Eastern and Central Europe: A Comparison With the Spanish Case-
EUI Working Papers, Robert Schuman Centre for Advanced Studies, RSC
No0.2003/3, available at http://cadmus.iue.it/dspace/bitstream/1814/1845/1/03_03.pdf.

SWINBANK, A. and DAUGBJERG, C. (2004), “The CAP and EU Enlargement: Prospects for an
Alternative Strategy to Avoid the Lock-in of CAP Support”, Journal of Common
Market Studies, Vol. 42(1).

THURSTON, J. (2002), How to Reform the Common Agricultural Policy, London: European
Foreign Policy Centre.

TRARIEUX, Jean-Marc (2007), Policy Reform-The European Experience, Delegation of the
Commission to the US, American Farm Bureau Federation Annual Convention,
January 8, 2007 - Salt Lake City, Utah.

Ozet

AB ortak tarim politikasinda reform yapmanin 6niindeki engeller ve zorluklar
iizerine bir inceleme

Ortak Tarim Politikast (OTP) Avrupa Birligi’nin (AB) ilk ortak politikasidir. 1950°li yillarin
sonlarinda olusturulmus, ancak 1962°de yiiriirliige girmistir. Baglangigta OTP’nin temel amaci IL
Diinya Savasi sonrast donemde karsilasilan kithk sorununa ¢are bulmaktir. Bu amagla, OTP
kapsaminda fiyat destegi saglayan araglar devreye sokulmus, bu da sonunda iiretim fazlasma yol
agnistir. Uretim fazlasii eritmek icin bagvurulan ihracat siibvanbsiyonlari bir yandan AB biitcesi
tizerinde ekstra finansal yik dogururken, bir yandan da uluslararasi tarimsal ticareti saptirici rol
oynamistir. Reform ¢abalarinin ¢ogunda ana amag, iiretim fazlasini sinirlandirmak, fiyat destegi yerine
dogrudan ddemeleri koymak ve AB’yi DTO énciiliigiinde yiiriitiilen tarimsal ticaret miizakerelerine
hazirlamaktir. Ne var ki OTP’de koklii degisiklikler yapmak hi¢ de kolay olmamistir. Bu ¢alismada,
AB ortak tarim politikasinda reform yapmanm zorluklarina iliskin lic temel sebep {iizerinde
durulmaktadir: ulusal ¢ikar catismasi, tarim lobisi ve AB organlarinin karar alma yapisi. Ulusal ¢ikar
catismasi ile ilgili olarak, AB ortak tarim politikasi ¢ergevesinde AB biitgesine net katkida bulunan
Almanya ve Ingiltere, AB biitgesinden tarimsal destekleme nedeniyle net yararlanici iilke olan
Fransa’nin tarim sektoriinii siibvanse etmeye karst ¢ikmaktadir. Ote yandan, AB iftgileri tarimsal
siibvansiyonlara asirt bagimli oldugu i¢in Ortak Tarim Politikasinda en kiiciik bir degisikligi kabul
etmemektedirler. Son olarak, Avrupa Birliginin karar alma surecinde, bir organ tek basmna karar alma
yetkisine sahip olmadigi i¢in, Ortak Tarim Politikasinda ciddi reform yapmak oldukga zordur.

Anahtar kelimeler: Ortak Tarim Politikasi (CAP) Reformu, Avrupa Birligi, siibvansiyonlar, fiyat
destegi, tiretim fazlasi, tarim lobisi.

JEL kodlari: Q18, 013, F51, F55.
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