AGENDA 2000

... It can be described as a set of commodity regimes, rether than as one single agricultural policy.
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In July 1997, the Commission proposed the reform of the CAP within the framework of Agenda 2000, which was a blueprint for the future of European Union policy, in view of the expected enlargement. Negotiations on Agenda 2000, and thus the agreement on the CAP reform, were concluded at the Berlin European Council in March 1999.

Agenda 2000 has been the most radical and comprehensive reform of the Common Agricultural Policy since its inception. It built on the process begun in 1992 and it provided a sound basis for the future development of agriculture in the Union, covering all functions of the CAP: economic, environmental, rural.
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The roots underlying the Commission’s initiative for a radical reform of the agricultural policy lie both within the Community’s borders and further afield. The major external factors include:

· growing World demand for food, further moves towards a more liberal global trading environment.  

· and the challenge of the European Union’s eastward enlargement.
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 On the internal front, there are four broad factors. 

· Firstly, there is the very real risk of a return to market imbalances in some sectors.

· Secondly, the Treaty of Amsterdam, which came into force on May 1 1999, makes it the responsibility of  Community law makers to integrate environmental concerns into all legislation. 

· Next, the CAP needs to rise to the challenge of greater consumer interest in food safety, quality and animal welfare. 

· Lastly, the CAP must adapt and respond to the need for more decentralisation, greater transparency and simpler rules.

Starting with domestic considerations, it could be observed that CAP is a very heterogeneous policy. Different instruments are relied on for different commodities. A few examples may be used to illustrate this point. For milk and sugar, support is based on border measures (price support); in the case of oilseeds there are no border measures, instead direct payments are used; in the case of grains both border measures and direct payments are applied; and the same applies to beef. The relative importance of direct payments and price support is different in the latter case, however. 

The degree of support as measured by producer subsidy equivalent (PSE) at commodity level also varies strongly among the commodities, from 65 percent for milk and sugar to 15 percent for eggs. It is difficult to find convincing reasons for treating different groups of producers should differently. 
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The motivation for agricultural policy reform was also influenced by growing public and political concern about other issues:

- pollution of the environment by highly intensive agricultural production systems,

- unfavourable agricultural income development, especially in the sector of small scale full-time farming,

- gloomy general economic perspectives for remote rural areas.
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In formulating its policy proposals, the Commission identified several key priorities:

• to ensure the competitiveness of the European Union agricultural sector both on the Community market and on growing export markets;

• to promote ways of farming that contribute to the maintenance and enhancement of the rural development and landscapes;

• to contribute to sustaining the livelihood of farmers while promoting the economic development of the wider rural economy.
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Citizens and the CAP
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Therefore, at the beginning of the 90s the time was ripe for a more fundamental reform of the CAP.

The CAP-reform of 1992 (“Mc Sharry-reform”) has to be considered as a first step of

a more longstanding CAP-reform process. It brought the CAP on a new path and opened up the door for an active participation of the EU in the GATT-Uruguay-round.

The Agenda 2000 CAP-reform, which has been ratified in March 1999, can be understood as a second step in the reform-process. It is based on similar objectives and principles, but it is confronted with new challenges, especially the prospects of the eastward enlargement of the EU and  the upcoming new round of WTO negotiations.
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What Does Europe Want From Its New Agricultural Policy

In short, the new policy seeks to support the maintenance of the specific model of agriculture which is a key part of Europe’s heritage, one that recognises the multifunctional nature of European agriculture and the wide range of benefits it produces.
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Šema
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Aims of CAP Reform
The reform package proposed by the Commission consisted of a comprehensive set of proposals that aimed to develop a more modern and sustainable European agricultural sector in the years ahead. It aims to ensure that agriculture can be maintained over the long term at the heart of a living countryside. This means that the policy is targeted not just at agricultural producers but also at the wider rural population, consumers and society as a whole.
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The new policy will seek to promote:

• a competitive agricultural sector which is capable of exploiting the opportunities existing on world markets without excessive subsidy, while at the same time ensuring a fair standard of living for the agricultural community;

• production methods which are safe, capable of supplying quality products that meet consumer demand;

• diversity, reflecting the rich tradition of European food production;

• the maintenance of vibrant rural communities capable of generating employment opportunities for the rural population;

• an agricultural sector that is sustainable in environmental terms, contributes to the preservation of natural resources and the natural heritage and maintains the visual amenity of the countryside;

• a simpler, more comprehensible policy which establishes clear dividing lines between the decisions that have to be taken jointly at Community level and those which should remain in the hands of the Member  States;

• an agricultural policy that establishes a clear connection between public support and the range of services which society as a whole receives from the farming community.
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MEASURES

The key measures continue in the direction set by the MacSharry reforms of 1992, with price cuts linked to increases in direct compensatory payments. 

1. Lower institutional prices to encourage competitiveness

Reductions in market support prices ranging between 15% for cereals and 20% for beef will be introduced. A cut of 15% will apply to the milk sector from the year 2005/2006. The cuts will be introduced gradually with the objective of bringing Europe’s farmers into closer touch with world market prices, thus helping improve the competitiveness of agricultural products on domestic and world markets with positive impacts on both internal demand and exports levels. Equally important, the changes will contribute to the progressive integration of the new Member States from Central and Eastern Europe.

2. A fair standard of living for the farming community

The institutional price reductions will be partially offset by an increase in direct aid payments, thus contributing to the aim of providing farmers with a fair standard of living. The move away from price support towards direct income support for farmers means a further decoupling of aid from production.

3. Strengthening the European Union’s international trade position

Greater market orientation will help to prepare the way for the integration of new Member States and reinforce the European Union’s position in the coming WTO Round. As stated in the conclusions to the European Council in Berlin on Agenda 2000: ‘the decisions adopted regarding the reform of the CAP within the framework of Agenda 2000 will constitute essential elements in defining the Commission’s negotiating mandate for the future multilateral trade negotiations at the WTO’.

4. Focus on quality

The reform takes full account of increased consumer concerns over food quality and safety, environmental protection and animal welfare in farming. Both in market support and in the new rural development policy, compliance with minimum standards in the field of environment, hygiene and animal welfare is a requirement.

5. An integration of environmental goals into the CAP

Member States have to undertake environmental measures they consider appropriate. In fulfilling this obligation, Member States would have three options at their disposal. In the first place, implementation of appropriate agrienvironmental measures applied under rural development programmes may be sufficient. Secondly, Member States may also make direct payments under the market organisations conditional on the observance of generally applicable environmental requirements. Thirdly, they may attach specific  environmental conditions to the granting of such payments. In the latter two cases, a proportionate reduction or cancellation of payments would be applied in cases of non-compliance.

6. A new rural development framework: the second pillar of the CAP

The new policy for rural development seeks to establish a coherent and sustainable framework for the future of Europe’s rural areas. It will complement the reforms introduced into the market sectors by promoting a competitive, multi-functional agricultural sector in the context of a comprehensive, integrated strategy for rural development. The guiding principles of the new policy are those of decentralisation of responsibilities - thus strengthening subsidiarity and partnership - and flexibility of programming based on a ‘menu’ of actions to be targeted and implemented according to Member States’ specific needs. As a coherent package of measures it has three main objectives:

• To create a stronger agricultural and forestry sector, the latter recognised for the first time as an integral part of the rural development policy;

• To improve the competitiveness of rural areas;

• To maintain the environment and preserve Europe’s rural heritage.

The agri-environmental measures are the only compulsory element of the new generation of rural development programmes and hence represent a decisive step towards the recognition of the role of agriculture in preserving and improving Europe’s natural heritage. The agri-environmental aid scheme will encourage farmers to introduce, or continue to use, farming practices compatible with environmental protection and natural resource conservation.

7. Decentralising management

Direct payments to producers have been organised in a different way compared with 1992. Part of the direct payments for beef and dairy will take the form of a national financial envelope from the EAGGF budget which Member States can distribute, thus allowing them to target specific national or regional priorities. Each Member State will be able to allocate resources freely, subject to certain Community criteria designed to prevent distortions of competition.

8. Further simplification

The CAP reform contains important elements of simplification in various sectors. In the wine sector, for instance, there is now one regulation where previously there were twenty three. In rural development, again, there is now one regulation where before there were nine. But the Commission has aimed to contributed to simplification by decentralising, streamlining and simplifying programming procedures.

In conclusion, the new reform will help to develop a genuinely multi-functional, sustainable and  competitive agriculture, which will also help to secure the future of the more fragile rural regions. It recognises that agriculture has a key role to play in preserving the countryside and natural spaces, and in the vitality of rural life. It also seeks to respond to consumer concerns on food safety, quality and animal welfare issues. Finally, the reform of the CAP aims to ensure that the rural environment is protected and improved for future generations. This document explains in depth the different elements of the CAP reform. It covers the decisions taken in the context of Agenda 2000 but also new policy frameworks for the tobacco and olive oil sectors.
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The agricultural budget will be restricted to an average of EUR 38 billion annually for market policy (including veterinary and plant health measures) and EUR 4.3 billion for rural development measures.

Modern agriculture affects the environment in a multiplicity of ways. It is widely recognized that intensive agriculture has a negative impact on the environment. However, allocating responsibility to CAP for observed environmental damage is difficult. Several authors point to the lack of detailed knowledge about the relationship between CAP and the environment (see for instance Brouver and van Berkum,1996). The issue was also discussed by the Swedish Parliamentary Committee on CAP reform. The major complication is the fact that agriculture has been influenced by numerous other factors, CAP being only one of them. 

Especially important is the influence of the changing relative prices of labour, capital and energy. Essentially the same technical developments have occurred in all the developed countries with similar environmental consequences in spite of different systems and intensity of farm support. However, high price support, the particular balance of support between products and some of the structural support measures have had damaging effects on the environment. It should also be recognized that agricultural production also has positive effects on the environment, some of which have been enhanced by CAP. 

AGENDA 2000 AND WTO
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Agricultural trade is of particular significance for the EU, as it is the world's biggest importer as well as the world's second biggest exporter of agricultural products. 

The EU is a member of the World Trade Organisation (WTO). In October 1999, the EU Agricultural Ministers agreed on their common position for the forthcoming "Millennium Round" of WTO negotiations. The agricultural negotiations in the WTO framework began in March 2000. On the whole, the EU's approach in the agricultural negotiations is based on its Agenda 2000 package

Slide 27.

The EU's objectives and interest in these negotiations lie in the following:

· that the non-trade aspects of agriculture should be addressed: agriculture has a multi-functional role to the extent that, apart from food production, it is involved in preserving the countryside, environmental protection, food safety and quality, animal welfare etc.; a balance is, thus, needed between trade-related and non-trade issues of agriculture;

· the need for special and differentiated treatment for developing countries, taking into account in particular the great importance of food and agriculture in these countries;

· the improvement of access to market opportunities: the EU, being a major food exporter, seeks to obtain improvements in opportunities for its exporters and to reduce unjustified customs barriers. In this way, the EU seeks to share in the expected expansion of world trade in agricultural products.

The EU's expectation, with regard to the negotiations, is to achieve its long-term objective of fundamental reform of the agricultural sector, making use of the experience gained from the implementation of the 1994 WTO Agreement.
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Apart from the support reduction commitment, these commitments mean that the EU can no longer regulate its market independent of the world market. Tariffication sets a maximum to the divergence of the internal price and the world price. When tariffs are coming down, EU prices have to move closer to world market prices. 

The commitment on reducing the volume of subsidized export means that production restriction is urgently required. For without volume reductions and given the lack of opportunities for unsubsidized export the EU would be facing a continuing accumulation of surpluses. The conclusion is that the instruments available to the CAP are to a large degree determined by the scope offered by the GATT agreement. 
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