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[Comments by Jacques Berthelot (jacques.berthelot4@wanadoo.fr),

Solidarité (wwww.solidarite.asso.fr), le 7mars 2010]

1. Introduction 

The debate on the future of the common agricultural policy (CAP) beyond 2013 is well under way. All those closely or even remotely associated with this policy are taking part in the debate. After a brief running-in period, the newly elected EP is now ready to assume its new responsibilities resulting from the entry into force of the Treaty of Lisbon, namely the role of co-legislator with the Council on the CAP. 

A new and fundamental democratic legitimacy is born. 

The Barroso II Commission is also in place and discussions on the CAP’s future architecture can now proceed on firmer bases between the three main institutions of the Union. 

The Group of the Progressive Alliance of Socialists and Democrats must promptly define the main lines of the new agricultural policy that it proposes for the future, and it must publicise these before the Commission issues its communication, which is planned for the second half of the year. The Committee on Agriculture and Rural Development (COMAGRI) is already preparing an initial own-initiative report on this subject. 

The common agricultural policy (CAP) has punctuated the story of integration since the start of the European project in 1957. Following its creation, and for a quarter of a century, this common policy developed in extraordinary fashion: it enabled the ancestral need for food self-sufficiency to be met; 
[False: the EU-27 food trade deficit is huge and increasing, having jumped from €10.9 billion in 2000 to €24.4 billion in 2008, of which €13.3 billion in fish, but the EU Commission is only speaking about agricultural trade and even here the deficit is structural, having been of €6.651 billion on average from 2000 to 2008. Even if there has been a tiny surplus of €575 million in 2006, the deficit has jumped to €11.7 billion in 2007 and €16.7 billion in 2008. This according to the Comtrade data base which does not take into account the trade under the "inward processing relief" (IPR) regime, contrary to the Comext (Eurostat) data base. Indeed this IPR regime is based on the duty free import of agricultural products which are reexported after processing in the EU, therefore it is difficult to consider them as actual EU agricultural exports but rather as exports of EU agri-food corporations eager to maximize their profits through the use of much cheaper foreign agricultural raw materials. For example the EU imports of raw tobacco under the IPR have reached in 2008 243 400 tonnes or 40.7% of all imports of raw tobacco (which have to pay otherwise a duty of 18.4% ad valorem with a minimum of €220 per tonne) and have been almost equal to the EU production of 246 700 tonnes in 2007. But the IPR is also much used for imports of raw sugar and some dairy products.]

it contributed decisively to the modernisation of agricultural structures, with spectacular growth in productivity; and it ensured sufficient income for farmers and reasonable prices for consumers. Its competitiveness on international markets made it one of the key players: the European Union is currently the leading exporter and the leading importer of agricultural products on a global scale. 

[This is true for imports but false for exports since 2008 when the US have exported $122 billion of agricultural products against $115 billion for the EU-27, even if the EU-27 has been ahead between 2004 and 2007 (tables 1 and 2). However the most important to underline is the EU-27 huge agricultural trade deficit in view of the large US surplus in 2007 and 2008 (tables 1 to 3) so that the US has had a surplus of $44.5 billion in agricultural trade performance relatively to the EU. To compare the two countries we had to use the same lists of agricultural products because the US does not consider spirits as being agricultural products, wrongly enough. And it does not consider either manufactured tobacco (cigarettes) as an agricultural product, rightly enough, even if the EU and the WTO (in the list of the Agreement on agriculture) are doing so. The importance of the IPR regime in the EU imports of raw tobacco is an additional reason to rely more on Comtrade data since, in any case, Eurostat does not cover the exports of non EU countries.

Table 1 – US agricultural trade from 2000 to 2008

	$ billion
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008

	Exports
	58726
	59305
	58075
	64834
	66624
	68256
	76769
	96335
	122303

	Imports
	47680
	51469
	48739
	57596
	64872
	71187
	79228
	85823
	94480

	Balance
	11046
	7836
	9336
	7238
	1752
	-2931
	-2459
	10512
	27823


Source: Comtrade, HS96, codes 01 to 09 (minus 03), 10 to 24 (minus 2402 and 2403),290543,290544, 290545, 3301,330210,3501,3502,3503,3504,3505,380910, 382311, 382312,382313,382360,382370,382460,4101,4102,4103,4301, 5001,5002,5003,5101,5102,5103,5201,5202,5203,5301,5302. These codes cover the AoA Annex 1 list of agricultural products minus manufactured tobacco (2402 and 2403) but this list has been modified in 1996 with the change in the HS96 classification. 

Table 2 – EU-27 agricultural trade from 2000 to 2008

	$ billion
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008

	Exports
	50565
	50581
	54430
	63600
	72841
	78820
	89896
	98529
	115306

	Imports
	55846
	57366
	57727
	69388
	79517
	83001
	89321
	110242
	132023

	Balance
	-5281
	-6785
	-3297
	-5788
	-6676
	-4181
	575
	-11713
	-16717


Source: Comtrade, HS96, codes 01 to 09 (minus 03), 10 to 24 (minus 2402 and 2403),290543,290544, 290545, 3301,330210,3501,3502,3503,3504,3505,380910, 382311, 382312,382313,382360,382370,382460,4101,4102,4103,4301, 5001,5002,5003,5101,5102,5103,5201,5202,5203,5301,5302. These codes cover the AoA Annex 1 list of agricultural products minus manufactured tobacco (2402 and 2403) but this list has been modified in 1996 with the change in the HS96 classification. 

Table 3 – Compared balances of US and EU-27 agricultural trade from 2000 to 2008

	$ billion
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008

	US
	11046
	7836
	9336
	7238
	1752
	-2931
	-2459
	10512
	27823

	EU27
	-5281
	-6785
	-3297
	-5788
	-6676
	-4181
	575
	-11713
	-16717

	US-EU
	5765
	14621
	12633
	13026
	8428
	1250
	-3034
	22225
	44540


Source: Comtrade, HS96, codes 01 to 09 (minus 03), 10 to 24 (minus 2402 and 2403),290543,290544, 290545, 3301,330210,3501,3502,3503,3504,3505,380910, 382311, 382312,382313,382360,382370,382460,4101,4102,4103,4301, 5001,5002,5003,5101,5102,5103,5201,5202,5203,5301,5302. These codes cover the AoA Annex 1 list of agricultural products minus manufactured tobacco (2402 and 2403) but this list has been modified in 1996 with the change in the HS96 classification.]
Due to a lack of reform in time, this period of prosperity was followed, from the 1980s, by a period of crisis, characterised by structural production surpluses. The accumulation of huge surplus stocks in the three main sectors of cereals, beef and dairy products, with the resulting explosion in agricultural expenditure, not to mention the distortions caused by the export subsidies used on the international market to clear these stocks, put the CAP in the dock. 

2. Assessment of the reformed CAP since 1992: merits and limits 

During the course of the reforms begun in 1992, the CAP changed considerably. The general direction followed was correct, as the major production imbalances were eliminated and tensions between the EU and its trading partners were largely resolved. 

[False: this direction of deregulation has been a great leap backward and the production imbalances have worsened as reflected in the growing deficits in the chains of oilseeds, fruits & vegetables and preparations, bovine meat and preparations, ovine and caprine meats, poultry meat and preparations, sugar and prearations. Not to speak of fish. See the following table 4. 

As to the assertion that "tensions between the EU and its trading partners were largely resolved", it ignores that the DCs, at least their civil societies and first their farmers' organisations, have not been fooled by this so-called decoupling and compliance of the Single Payment Scheme (SPS) with the WTO green box.

Table 4 – The EU-27 main food products chains in deficit from 2000 to 2009
	
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009*

	Overall food trade deficit

	€ million
	6755
	8689
	9351
	9482
	11622
	13114
	13199
	17058
	18175
	15313

	Trade deficit in fish and shellfish

	1000 t
	1907
	2051
	2028
	2110
	1962
	2200
	2674
	2715
	2628
	1885

	€ illion
	9878
	10770
	10274
	10255
	9976
	11458
	13404
	13537
	13342
	12650

	Trade deficit in fruits & vegetables and preparations

	1000 t
	13473
	13105
	11029
	12217
	14541
	13401
	12873
	14320
	14574
	12477

	€ million
	9561
	9673
	9367
	9826
	10911
	12376
	12247
	13261
	13493
	12348

	Trade deficit in oilseeds

	1000 t
	16952
	20943
	19522
	19016
	15702
	15277
	15416
	16236
	17173
	15993

	€ million
	4397
	5273
	4882
	4841
	4398
	3814
	3578
	4424
	6613
	5542

	Trade balance of bovine meat and preparations

	1000 t
	185
	157
	53
	-57
	-173
	-304
	-331
	-330
	-164
	-223

	€ million
	-439
	-318
	-526
	-698
	-979
	-1186
	-1474
	-1735
	-1279
	-1225

	Trade deficit in ovine and caprine meats

	1000 t
	215
	213
	215
	214
	205
	216
	222
	220
	217
	228

	€ million
	738
	838
	905
	877
	900
	1027
	972
	948
	968
	1214

	Trade balance in poultry meat and preparations

	1000 t
	674
	404
	542
	299
	337
	160
	127
	10
	68
	82

	€ million
	272
	-157
	148
	-126
	-3
	-263
	-459
	-692
	-797
	-686

	Trade balance in raw cereals

	1000 t
	16208
	6105
	-343
	5276
	-2607
	5693
	6112
	-7663
	1415
	13645

	€ million
	1261
	250
	-476
	100
	-894
	148
	246
	-1716
	-161
	1338

	Trade balance in sugar and preparations

	1000 t
	1563
	1476
	-397
	225
	-1111
	1922
	1838
	-3423
	-4318
	-2328

	€ billion
	876
	908
	276
	198
	-123
	315
	814
	-450
	-673
	58


Source: data extracted from Comext (Eurostat) the 6 February 2010. * those of 2009 are extrapolated from 10 months.]

The key element in the 1992 Mac Sharry reform was the transition from the price support system (products) to compensatory aid (direct subsidies to producers), together with three accompanying measures. This was the first stage in the CAP’s redirection and the first step towards the decoupling of aid from production volumes. It also represented the beginning of a rural development policy. With Agenda 2000, this process was reinforced by defining a more coherent framework for the rural development strand, known as the second pillar, as also for the first pillar, covering direct subsidies and market measures. 

The 2003 reform allowed direct subsidies to be decoupled, thereby protecting them from WTO disputes. 
[Certainly not! Any proceeding againt the EU SPS is sure to put it in the amber box of coupled supports, for the following reasons:

The EU has just notified the 4 February 2010 its domestic supports for the 2006-07 marketing year (G/AG/N/EEC/64), and has put in the green box the €30.672 billion direct aids of the Single Payment Scheme (SPS) and €2,280 billion of the Single Area payment Scheme (SAPS) for the EU new Members, in contradiction with many provisions of the Agreement on Agriculture (AoA):

a) The SPS contradicts the condition b) of the AoA Annex 2 paragraph 6 which states: "The amount of such payments in any given year shall not be related to, or based on, the type or volume of production (including livestock units) undertaken by the producer in any year after the base period". Indeed, after the precedent of the WTO Appellate Body ruling on cotton of 3 March 2005 that the US fixed direct payments are not in the green box – hence are in the amber box – because not fully decoupled as farmers receiving them are prevented to grow fruits, vegetables and wild rice, the EU SPS will be much more easily judged to be in the amber box. Because the EU maintains interdictions or caps on the production of many more products, even if the interdiction on fruits and vegetables which applies also now would disappear in 2010: milk and sugar beet (production quotas up to 2014-15), wine (plantation rights up to 2016 at least), cotton and tobacco (production caps decided in 2004), potatoes other than for starch. 

b) The SPS contradicts condition e) stating that "No production shall be required in order to receive such payments". But the EU Council regulation n° 1782/2003 of 29 September 2003 states that farmers getting SPS must "ensure that all agricultural land, especially land which is no longer used for production purposes, is maintained in good agricultural and environmental condition". Annex 4 of the regulation specifies that this implies not only "Avoiding the encroachment of unwanted vegetation on agricultural land" but also "Protection of permanent pasture" and "Minimum livestock stocking rates", which is clearly a production. 

c) The SPS remains coupled to agricultural area as farmers must show they have eligible hectares to get their SPS payments, which contradicts the condition d) of the same paragraph 6: "The amount of such payments in any given year shall not be related to, or based on, the factors of production employed in any year after the base period". 

d) The SPS is based on the amount of blue box subsidies of the 2000-02 years, a criterion not allowed by the condition a) of paragraph 6: "Eligibility for such payments shall be determined by clearly-defined criteria such as income, status as a producer or landowner, factor use or production level in a defined and fixed base period".

e) A large part of the SPS payments are granted to feed (EU cereals, oilseeds meals and pulses), and more recently also to feedstocks used for agrofuels (vegetable oil, cereals and sugarbeet), which are input subsidies placed in the amber box for developed countries (AoA article 6.2). Even if biodiesel is not an agricultural product for the WTO, contrary to bioethanol, the AoA Annex IV paragraph 4 on the AMS calculation states that "Measures directed at agricultural processors shall be included to the extent that such measures benefit the producers of the basic agricultural products", which is all the more obvious as the agrofuels boom has increased much the prices of vegetable oils and cereals (Toni Harmer, Biofuels subsidies and the law of the WTO, ICTSD, June 2009, http://ictsd.net/i/publications/50724/.).  

f) Last, but not least, as the SPS payments cannot be assigned to a particular product, they are imputable to any product of which they lower the sale price below its EU average production cost. Therefore all EU agricultural exports can be sued for dumping, even products which had never received any direct payment as fine wines and cheese, as long as their producers get SPS or SAPS payments for other productions, which applies to almost all EU-27 farms to-day.]
Measures were adopted aimed at improving the impact of agricultural practices on the environment, by introducing environmental cross-compliance, increasing the second pillar budget and taking account of consumers’ concern about the health and safety of products. The ‘Health Check 2008’ allowed certain aspects to be adjusted, while at the same time reinforcing the pursuit of the 2003 reform objectives (capping and modulation of subsidies, risk management, new challenges, Article 68, etc.).
Aside from some specific criticisms of certain aspects of the CAP reforms carried out in the last two decades, there are two basic reasons for a New Start in the agricultural policy: 

- the first concerns the radical change in the EU’s internal context and in the international context, and the emergence of new concerns and challenges facing the CAP: climate change, water management, renewable energy, biodiversity, soil erosion, etc.; 

- the second relates to the principle of cohesion. Apart from perhaps the payments granted to less-favoured regions, the CAP – despite the reforms – has never managed to reduce disparities in the agricultural area. In short, the principle of economic, social and territorial cohesion, which has been enshrined in the Treaties since the Single European Act of 1986, has never been included within the objectives of the CAP. The largest holdings, which are also generally the most competitive and efficient, continue to receive the most support (direct payment calculated on the basis of the historical pre-reform yield). 

It is difficult to defend the legitimacy of such an unfair allocation of public resources (80% of the budget to 20% of the farmers). 
[False: the actual agricultural expenditures of the EU 2008 Budget have been of €53.809 billion – of which €43.282 billion for agriculture (43,282 Md€) and €10.527 billion for rural development –, that is 47.2% of the actual total agricultural budget of €113.988 billion.]

The EU, in the future, must ensure more convergence between the two policies that absorb three-quarters of its budget. On the one hand, it is quite rightly rolling out a regional and cohesion policy to reduce development disparities within the EU and within each of the Member States, and yet, on the other hand, it is continuing with an agricultural policy that is not heading at all in the same direction. There urgently needs to be coherence between these two fundamental common policies.
Finally, another significant element for the Progressive family is that the majority of the direct subsidies do little to encourage work and job creation, and a great deal to enhance the value of land and other assets. However, in our opinion, the granting of aid must absolutely be linked to jobcreation in rural areas in order to maintain, bring to life and develop the agricultural area in all regions of Europe. 

3. A New Start to tackle New Challenges 


In setting out to define a new architecture for the oldest of the common policies, the CAP, we must not make any errors in the diagnosis. The correct diagnosis has to be based on the concrete reality of agriculture in the European Union today with 27 Member States, and perhaps tomorrow with over 30. It must be based on the expectations and demands of society, on the new food, climate and environmental challenges, and on the international context that is now radically different (globalisation) with the emergence of new global players. 

[But this neo-liberal and deregulated globalization is precisely more and more broadly challenged and therefore we cannot consider that "the international context... is now radically different" in the sense that we have to adapt the CAP to it, willy-nilly.]  

The change in context and the emergence of new expectations within society call for an in-depth reform. That firstly means reviewing the objectives and fundamental principles of the CAP. A new conceptual framework is needed: instruments must be better focused on objectives; priority must be given to expenditure that is more socially useful, such as financing of public goods made available to society; and handouts (direct subsidies) must be replaced with measures encouraging those involved to take account of the new requirements (new contractual approaches). Public subsidies should be given to farmers in return for their provision of environmental services and landscape management.
[Hence you remain in a charity policy if you continue to base net farm incomes on handouts, certainly better focused and distributed, instead of on remunerative prices.] 

Such a CAP will only see the light of day if at the same time we commit to a comprehensive review of current subsidies, to ensure more legitimacy, fairness and efficiency in terms of the direction of public policy.

The current CAP creates major disparities between the net financial balances of the various Member States. We know that, on this very sensitive and highly political subject, on which the taboo needs to be lifted, the battle will not be easy and, as in the past, the Heads of State or Government of the 27 will in all likelihood have to decide the matter. 

	As a reminder, paragraph 24 of the conclusions of the European Council of 10 and 11 December 2009 states: ‘The European Council recalls the objective to carry out a comprehensive budget review covering all aspects of EU spending and resources. The European Council invites the Commission to come forward with a report in order to provide orientations on priorities during 2010. The European Council looks forward to the presentation by the Commission of its proposal for the next multiannual financial framework at the latest by July 2011.’




We know what this means. In the draft document last November on ‘the budget review’ (test of public opinion that was subsequently withdrawn), the Commission told us of its intentions. 

The risk that we must avoid at all costs is that, when the negotiations on the next financial perspective begin – and we know that they will run in parallel with the negotiations on the CAP reform – the decision on the volume of resources to be allocated to this policy for coming years precedes the reform itself. We must firstly decide on the shape of the new CAP and only then set the amount of resources to be allocated to it.

4. The CAP beyond 2013

The CAP is currently at a crossroads. For tomorrow, we want a strong agricultural policy with a framework of basic rules decided at EU level. Agriculture remains a strategic sector and cannot be considered as being an economic sector like any other. The primary function of agriculture is to feed the population. 
We are against any form of renationalisation and/or cofinancing.
This new policy must be based on the triptych of legitimacy/fairness/efficiency: legitimacy of the public resources committed and accepted by taxpayers; fairness in the allocation of European funds between the 27 Member States, within each country, and among the farmers and regions; and efficiency in the correct use of public funds, solidarity being, in our view, one of the basic values of the EU. 

This new CAP must therefore be fundamentally reshaped to serve all 500 million European citizens and to make the most of agriculture in each country. It must, as a priority, pursue a food objective in terms of both quality and quantity. It must also encourage new forms of sustainable agricultural production throughout the EU territory and be capable of responding to the main environmental challenges (climate change/depletion of resources/water pollution/soil erosion/etc.). Finally, the CAP must ensure a social dimension and cooperate with regional development to create jobs in rural areas. 

European agriculture must remain competitive internationally if it is to fend off external competition. It is important, however, to strongly reaffirm that the full liberalisation of trade in agriculture (OMC) is not compatible with the objectives of food security, protection of the environment, climate change mitigation. The Union should no longer use export subsidies for agricultural products and should redefine its cooperation policy in order to help poor countries to reach a reasonable level of food independence. 
[Certainly but "no longer use export subsidies for agricultural products" is also what the WTO demands and what the EU Commission and the US have supported. Actually it is a pure myth since the large drop in the export refunds has been replaced by large domestic subsidies to the EU exported products. For example total subsidies to the EU-27 exported cereals in 2006 have reached €1.921 billion, within which the €206 million of export refunds have represented only 10.7% when the €1.715 billion of domestic subsidies to the exported cereals have represented 89.3%. As the value of the exported cereals has been of €3.134 billion – of which €2.301 billion for the cereals exported raw and €832 million for the 6.353 Mt linked to the processed cereals –, the dumping rate has reached 61.3%.   (http://www.solidarite.asso.en/article.php3?id_article=260).]       

This new ‘agricultural, food and environmental policy’ firstly requires more overall coherence. The first pillar (markets and direct subsidies) essentially remains an instrument almost exclusively providing income support, decoupled from production and conditional on a few environmental, public health or animal welfare criteria. Its legitimacy is clearly disputed. 

The second pillar (rural development), which is much smaller in terms of budget, no longer makes any real sense, particularly with the changes made by the ‘Health Check’ and its Article 68. 

Initially designed to finance structural actions in rural areas, it has gradually become an indirect production subsidy in problem areas with specific environmental issues. It involves a real ‘hotchpotch’ of measures intended to meet the specific demands of Member States, rather than respond to the real imperatives of an ambitious and coherent CAP. 

Ambition and coherence should lead us to explore the idea of consolidating the politics of the two current pillars into a Single Structured Framework of European Rules for allocating subsidies to farmers on the basis of criteria accepted by society and our international trading partners. This would achieve a double political objective: internally, it would ensure legitimacy in the use of public funds, since these resources would be used both to reduce the impact of negative external factors (greenhouse gas emissions, water pollution, soil erosion, etc.) and to finance the public goods made available to society; internationally, and particularly within the WTO, this aid would no longer be open to attack and would put the European Union in a position of strength for the conclusion of the Doha Round negotiations. 

[What a naivety! As if the other WTO Members, and not only those from the South, had been taken in by this decoupling, as if, repainted in green, the same subsidies had no longer the effect to lower the production cost of agricultural products! To be sure, as long as these subsidized products are not exported, the EU is perfectly at liberty to distribute its subsidies according to the multifunctional "services" and public goods rendered domestically. However to export agricultural products at prices below the EU average production cost is certainly not a "public good' available to farmers in the rest of the world!]  

This new structured framework of European rules would allow greater transparency and greater simplification of the administrative procedures for farmers' access to European subsidies. In short, all the subsidies for farming should remain in the new CAP’s subsidy scheme. This new model would also allow a framework of stable rules to be established in the medium and long term so farmers could plan their investments in full knowledge of the facts.

[But these allegedly decoupled SPS aids have shown they were totally unable to provide a "structured framework" of "stable rules… in the medium and long term" as, being fixed over time and not focused on specific products, they have pro-cyclical effects, having overcompensated the EU farmers in 2007 in a context of very high prices and have undercompensated them in 2009 as their remaining high level has nevertheless not been able to compensate the lower prices. All the more that the SPS is not product-specific so that the CAP has lost the tools to fight the crises which are affecting them in highly differentiated ways. At least a large part of US direct aids – whatever their degree of compliance with the WTO rules – are anti-cyclical (the "marketing loans" and "countercyclical payments") and much more efficient to regulate the level of farm incomes. Apparently the socialist members of the European Parliament do not seem much concerned with the level of farmers' incomes and with the necessity to restore their dignity which can only comes from incomes based first on remunerative, fair and stable prices. As the European citizens are devoting only 15% of their budget to food on average, to base farm incomes on taxes levied largely on the poorest consumers – as the VAT (value added tax) is the main fiscal resource, at least in France – will not achieve the EU social concerns for the new CAP. Rebuilding farmers' incomes on remunerative prices – hence on zero non specific direct payments for those living on average family farms with production costs below the EU-27 average production cost – is all the more necessary that everything tells us that the new agricultural budget for the 2014-20 period would fall significantly.]  

Finally, all the measures, currently existing in the second pillar that cannot be transferred into the new subsidy scheme, should be guaranteed to farmers in a more coherent way, articulated around the regional and cohesion policy. That is why it is so important to ensure the coherence of the reforms of these two policies within our Group. 

The main challenge for tomorrow is to ensure that European agriculture moves towards more sustainable production models, through energy savings, reduced use of chemical and plant health products, better use of the potential of ecosystems, more biodiversity, more animal welfare and a wider range of production, services and public goods. This drastic change, which is synonymous with a change in paradigm, should also assist the dimension of job creation, particularly of green jobs, and should encourage the setting up of young farmers in all agricultural activities, whether traditional or new, and whether situated upstream or downstream of the production of agricultural raw materials. 

For this new CAP, sufficiently ambitious budgetary means must be ensured for after 2013, and we should also consider new "carbon credit" instruments, because agriculture holds enormous potential in terms of combating climate change. 

4.1 The CAP model proposed by the Socialists and Democrats:

a) An Integrated Contractual Payment Scheme on a voluntary basis;
b) A Regulation System for the management of risks and crises;
c) An Aid Scheme for structural measures..
4.1.a) An Integrated Contractual Payment Scheme on a voluntary basis
Subsidies to farmers should be allocated per hectare, based on a model which could be articulated on three levels:
- First level: basic payment – this would involve a basic payment per hectare of cultivated land under certain conditions. This payment would be granted to all holdings that agree to conclude a management and maintenance contract for the agricultural area, with a maximum ceiling to be defined. It is therefore a decoupled and conditional payment.

- Second level: payment linked to natural handicaps – this system would give higher payments to regions affected by one or more natural handicaps. These payments could be coupled to an agricultural activity so that production and environmental services together become sources of income for the farmer.

- Third level: green point payment or payment for environmentally sensitive regions – this would involve special contracts covering certain environmental services, such as extensive grazing, areas rich in biodiversity, organic farming, PDO and PGI production methods, landscape conservation, wasteland and fallow land.

This would be a voluntary contractual scheme that would make farmers responsible, with their payments being granted in exchange for providing certain services. This proposal also raises the issue of decoupling subsidies from land. The idea is that subsidies go to the farmer, who is not always the owner of the land that he cultivates. Such a system quite clearly requires the definition of zoning for the rural area, and the rules to set this up must be defined at EU level. 

This model is inspired by discussions developed in certain academic circles, particularly Jacques Delors’s Notre Europe foundation.

4.1.b) A Regulation system for the management of  risks and crises

To cope with the unforeseen events traditionally faced by farmers, particularly the volatility of agricultural product prices in an internal market increasingly open to the outside world (WTO), [Here we are at last, which is quite explicit! The price volatility is recognized, rightly enough, as linked to globalization, to the larger opening of the EU market to agricultural imports, which is seen as a positive outcome. At least a distinguished French socialist, also a fierce free-trade partisan for agriculture since he has become the WTO Director-general in 2005, was defending not less fiercely the opposite position when he was the European trade Commissioner from 1999 to 2004. It is worthwhile quoting him extensively in his hearing of 20 January 2000 at the French National Assembly:

"Agriculture is a sector in which no producer is capable of influencing market equilibrium. It is regulated naturally by alternating cycles of over- and under-production. As we are all too aware, these cycles involve often quite major fluctuations in prices. This volatility has immediate consequences for market stability and farmers' incomes, in a far more direct way than is the case in other sectors. Collective regulation is therefore called for. The production-based approach has significant adverse impacts which society is increasingly unwilling to accept. The most obvious is the damage to the environment caused by intensive livestock and arable farming, but I am also thinking of the profound effects on employment leading to rural depopulation. The size of our active farming population is in freefall, and the attendant upheaval in the countryside brings with it a great cost to society at large. In other words, public goods and social objectives can be directly jeopardised by certain by-products of agriculture if it is left unregulated and based solely on competition. This, to my mind, is why we need a form of public control specifically for agriculture. I would stress in passing that this need to regulate agricultural markets, while it is something we are particularly aware of in Europe, actually pertains to varying degrees all over the world. The fiercest critics of our system themselves have ways of regulating markets or agricultural incomes...

We have a number of instruments for regulating agriculture in this way. They have been used to varying degrees at different times as European agricultural policy has tried to affect supply. They are, briefly: 

- external protection: this has underpinned the CAP from the start. It allows domestic production to flourish, sheltered from direct global competition, and, of course, channels revenue directly to the Community budget;

- price support: this has guaranteed European farmers a high level of income and consequently brought the shrinking of the active farming population under control. It has thus played a vital social role. There are seven million farmers in Europe today - how many would there be without these mechanisms ? What is more, when used intensively to boost production after the war, price support enabled us to cater for the considerable needs of a whole continent in the throes of reconstruction and population growth. It helped Europe become self-sufficient for the first time since the end of the 19th century;

- supply controls: these are ways of regulating the surpluses that have arisen in several sectors since production exceeded self-sufficiency levels. Production quotas or restrictions on production capacity are imposed to mitigate directly the falls in price, and hence incomes, resulting from over-supply" (The future of the CAP and European agricultural trade policy, Assemblée Nationale, Paris, 20 January 2000: http://ec.europa.eu/archives/commission_1999_2004/lamy/speeches_articles/spla10_en.htm).]

extreme climate conditions (drought, fires, floods) and the spreading of animal diseases (BSE, dioxin crisis, swine fever, etc.), a regulation system should be provided that guarantees a security net to farmers.

There is a wide assortment of tools that could be used for this: intervention prices, storage, insurance, a system of food aid (on the lines of the food stamps programme of the US Farm Bill) for the most deprived sectors of the European population, the creation of a public/private market stabilisation fund. 
[But intervention prices, storage and stabilisation funds have no capacity whatsoever to regulate domestic prices as long as an efficient import protection is not ensured first. Without it there would be a mass overflow of foreign products on the EU market and the domestic farm prices would fall dramatically and could not be stopped by intervention purchases and the corresponding storage costs whose funding would exhaust rapidly. More generally storage other than for food security purposes could only be a temporary measure which cannot prevent prices from falling as market operators know that sooner or later those stocks would have to be put on the market.]

Lastly, the idea of contractualisation within the food chain supply system to achieve fairer distribution of added value between the producer, agro-industry and the distribution chain can also be foreseen. All these instruments could be used, individually or combined, to cope with unforeseen crisis within the different agricultural sectors. 
4.1.c) an aid scheme for structural measures..
All the measures currently in the second pillar that cannot be transferred to the new subsidy scheme – such as aid for setting up young farmers, vocational training, early retirement, investment in agricultural holdings and investment aimed at the diversification of economic activities in rural areas – must be guaranteed to farmers in a more coherent way with regional and cohesion policy.

5. Conclusions

By chance or than by conscious decision, the reform of the CAP from 1992 to date has occurred in parallel with the successive reforms of the Treaties: 1992 Mac Sharry reform (Maastricht); Agenda 2000 (Nice); 2003 reform (Constitutional Treaty); Health Check 2008 (Lisbon). 

[That has not occurred by chance: the CAP has followed the same neo-liberal path as the Rome Treaty and we should add that the CAP has always been devised at the beginning and reformed in the context of negotiations at the GATT or WTO: the Dillon Round in 1961-62, the Uruguay Round in 1986-93 and the Doha Round since 2001.] 

This could be called the ‘one step at a time while maintaining the original philosophy’ approach, as the articles of the successive Treaties on the CAP have remained unchanged since 1957. 

In a radically different internal and international context, this overly timid approach and conservative in many aspects is the main reason of the negative perception that remains in the minds of a significant part of the European public with regard to the CAP. 

We must reaffirm the importance of the role of European farmers and the need for a strong common agricultural policy for the future, capable of tackling the new challenges, and propose a new, ambitious and transparent project. We need a New Deal between the agricultural world, industry upstream and downstream of the sector, research and development, and citizens – who are both taxpayers and consumers – to ensure a shared society. This is particularly required today, in this period where the deep economic crisis creates a strong feeling of anxiety and uncertainty.
Among the numerous political divisions that have always clearly shown the differences between progressives and conservatives, there is one that persists. In general, the former are those who anticipate and guide ambitious reform processes, whereas the latter only tackle the issues when forced to do so by the emergence of crises or external constraints. 

The reform of the CAP over the last 15 years has generally followed this second path. 

We believe that the time has come to take back control and play our part as pioneers, by proposing an ambitious agricultural agenda for the coming decades. 

[If we cannot deny its commendable intentions, there is too much naivety and lack of knowledge in this  blueprint for a new CAP supposed to solve the main challenges of the coming decades. This insubstantial blueprint has achieved the prouesse of not speaking of agricultural prices and import protection, not to speak of food sovereignty. This will certainly rejoice the European Confederation of food industries and drinks (CIAA), the BEUC (Bureau of European consumers) and all the EU Member-States which want to dismantle the CAP regulation tools, first of all import protection. But it is doubtful that it would be well received by the EU farmers, even by those linked to the majority farmers unions and their representatives at the EU level, COPA-COGECA, despite that they have received the bulk of the subsidies which have helped them to concentrate their farms. 
At least Nicolas Sarkozy – who clearly does not share the values of the Left as the European Socialists claim to do –, has exposed much appealing measures in his meeting with the French farmers' leaders the 6 March 2010 when he told them: "It has been rather a long time that I consider it was a tragic mistake to exchange prices against subsidies… We have wished to align ourselves on the world prices and particularly the American prices, and we have told the European and French farmers in the last twenty years: "Don't worry, prices are falling, you are not covering any longer your cost prices, you will be compensated through subsidies". This was a lie and this was a mistake. Because some day, there is no more money in the budgets, hence there is no more subsidies. Hence what you have lost on prices, you will not be compensated any longer through subsidies… Therefore France's position is very clear. We are flexible on the issue of subsidies. But we will be inflexible on the issue of community preference and the issue of prices… France will take on the G20 and G8 presidencies in November of this year for one year. I will put the issue of regulation of raw materials at the core of the G20 activities. It is absolutely critical to regulate. We are stronger because we have seen what markets deregulation could bring as disasters in the financial sector. This is not an incentive to deregulate agricultural markets" (http://www.elysee.fr/documents/index.php?mode=view&lang=fr&cat_id=7&press_id=3423).
Naturally Nicolas Sarkozy's more realistic claim to base farm incomes on prices – but a claim little credible as he has been repeating in his recent speeches that import protection should be limited to the gap in social and environmental norms for agriculture between the EU and the exporting countries – does not excuse his volte-face on the "Grenelle de l'environnement" in promising to the French farmers to lower their environmental constraints, a stance favoring the traditional intensive production systems of large farmers and confirming the lower subsidies to organic farming decided in the last French legislation.]  
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