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1. INTRODUCTION

Our research question is whether the European diabwrrisis has determined the
changes made to the Common Agricultural Policy (EWP2013. This is an important
question for EU analysts in general and CAP spistsain particular as its answer may
help to improve our knowledge on CAP dynamics.

There is an ongoing debate on which are the detamts of CAP reform. Research has
been carried out on the possible connection betwdd reform and six main factors:
the EU budget, enlargement, paradigm shifts, tiséitinional setting, previous CAP
reforms and international pressure (whether migtidd, regional or bilateral). In other
words, the economic environment has not been cqiéet as a direct determinant of
CAP reform but its proxy, the budget, has not ohben looked at as such but
underlined as a key cause of CAP reform. It is @adgenerally assumed that the budget
will reflect the economic environment by being manestere in times of economic
crisis.

In the area of our particular policy, there is aaclbudgetary trend. Since the 1980s
there has been a conscious effort to limit the wiedd the CAP in the general budget, at
least in relative terms. As a result several fimanconstraints to the CAP budget
growth have been agreed upon over the years. Fbr the 1988-92 and 1993-99
budgetary periods, the so-called Agriculture Guraelimited ‘guarantee’ expenditure
growth to 74% of the rate of growth of the EU’s GI2Psystem of stabilizers triggering
automatic cuts in support prices if certain producthresholds were breeched ensured
the respect of the Guideline throughout those yddrs Financial Perspective for 2000-
2006 left for the first time the overall ceiling time EU budget unchanged, enlargement
notwithstanding, and maintained the CAP Guidelln&2002 an agreement was reached
regarding the 2007-2013 Financial Framework th&bduced a Financial Discipline
Mechanism. The CAP expenditure for market suppod direct payments would
remain constant on the 2006 levels and a maximuanlyéncreased of one percent
would be allowed. Direct payments to farmers woblel reduced if the annual
agricultural budget ceiling was exceeded. This tltion to CAP expenditure was
confirmed both in 2005, when the 2007-13 MFF wasiaty agreed upon, and in the
2007-08 full ranging review covering all aspects=tf spending and resources. So far
there has been no need to invoke the Financialifidise as among other factors the
world market prices for agricultural commoditievédeen higher than expected.

These agreements have ensured a decrease ineadatms of the CAP budget for

market-related expenditure and direct payments. ré€lagive weight has gone from a

peak of 86.9% in 1970 to less than 35% en 2013spidethis trend, as figure 1 shows,

in absolute terms resources increased till 2007th@deduction pattern since then has
been very small. CAP total expenses still represgat 40% of the general budget and
therefore still are a key issue in EU budgetaryatiagjons.



Figure 1. CAP budgetary evolution

(EAGGF Guarantee Section or market-related experediand direct payments; From
1961 to 1977 in million UA; from 1978 until 1998 million ECU; from 1999 onwards
in million Euros)
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On the account of these two facts: the effort tatlthe CAP weight in the budget and

the crisis general constraint upon EU finances, woald expect the crisis to have a
negative impact on CAP expenses. Indeed, the Eanofeuncil agreement in February
18 (EUCO 37/13) on the 2014-20 multilateral frameky@approved by the European

Parliament in November, indicates that EU membatesthave not been prepared to
accept the Commission proposal regarding eithegémeral budget nor the agricultural

expenses. More austerity has been asked for.

On these bases, the linear causality would bedlt@afing: The crisis has an impact on
the general budget making it more austere. Moreesdtys in the EU financial
framework means more austerity in CAP expensestutn that means budgetary
pressure for CAP reform so that the 2013 changestla result of the negative
economic environment.

Is this line of causality true? How can we ascarthat?

In principle this line of causality is the resuftwhat previous research tells us on the
budgetary impact on CAP reform. Nevertheless, pueviresearch has never tried to



measure the impact of budgetary pressures on Citnre The method has been to
look for evidence of budgetary constraints andtpdally deduce that these restrictions
would affect the CAP. This was especially truehia 1980s and 1990s when agriculture
expenses were considered to be out of control. fdeeh 1988 onwards budgetary
discipline has been introduced in all financialnfieworks so as to prevent a spiral of
expenses, i.e. to limit the growth of agricultueapenses. Nowadays nobody (not even
the French) is expecting an increase in the weafilatgriculture in the EU budget, on
the contrary, we all expect a decrease in theiveldinancial importance of the CAP.
The bets are on the speed of the decrease. Swir{@@ak) has even recently argued
that the Eurozone crisis may have helped prevérgar trimming of the CAP’s budget
so as to preserve the redistributive effects of C&Rong Member States and in
particular among the four Eurozone countries masdtypaffected by the crisis.

Another doubt regarding this line of causality esisrom the fact that each CAP reform
studied so far has also been attributed not onlyuigetary pressures but also to other
internal factors as well as to international presswet if the reform of the CAP
answers to other determinants apart from budgetamgtraints, these pressures may not
be demanding the same type of reform. In fact, btatg constraints may have meant
that the CAP could not longer remain the same hyetréforms introduced in 1992 and
2003 both supposed an increase in absolute terr@ABfexpenses. Both in 1992 and
2003, the reform meant that the CAP was no longeoe financed in part by price
support, that is, by consumers, but that the EUgbtudvould have to carry the full
burden of the assistance through direct paymemtsct, as Swinbank (2012) points out
some price support reduction was postponed to 2008 so as to bringing the
expected expenditure on the CAP back within tharfaing package.

We believe that the answer to this conundrum is ¢aah of these determinants has an
impact on different aspects of CAP reform. Our tigesis is that the budget does not
affect the modus operandi of the CAP. It affects timing of the reform and the
quantity of support each farmer is going to getrmittthe form it is going to receive it.
Other CAP determinants and international negotiation particular, have an impact on
the substance and timing of CAP reform. On thesbafthis hypothesis, the 2013 CAP
review would have taken place without the crisilse Trisis will have an impact on the
amount of money the farmers will receive but notha way the CAP works. If this is
true then the CAP 2013 changes should be expléapedther factors.

2. CAP REFORM DETERMINANTS: A REVIEW OF THE
LITERATURE

Analysts agree that the CAP has greatly changex sive 1960s despite the fact that its
objectives continue to be those set out in ArtB®eof the Treaty of Rome. The policy
change has been brought up through changes instisiments. As Haniotis (2006: 55)
summarizes it: ‘In the early 1990s, market measuetated to support of agricultural
products accounted for 91 percent of the agricaltbudget of the EU. By 2000, the
product support had declined to 21 percent and 0§72 the year of the full
implementation of the 2003 reform, this figure dsed to 10 percent.’” Figure 2
graphically shows this instrumental change fromkaiasupport (or forms of indirect
support through prices and export subsidies) tectlipayments (coupled or decoupled)
and rural development support.



Figure 2. CAP instrumental change since the 1980s

Figure 2: The evolution of the CAP — the full picture.
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If we consider that policy reform implies at leasthange in the policy instruments that
operate across the sector as a whole (or most phits* the CAP has so far gone
through only two reforms: the MacSharry Reform 892 and the Fischler Reform in
2003 (Grant, 2010). The 1988 and 1999 revisionstaadso-called Health Check in
2008 cannot be considered real reforms as thepati¢hanged the policy instruments.
What these revisions did was to adjust the polisgruments or/and finish to implement
the previous reform. As table 1 summarizes (sethatend of the article), till the
McSharry reform, the CAP was a commodity suppolicgdased on threshold prices.
With the 1992 reform it started to shift towardsfaamer support policy through
switching from indirect support (through prices) daect payments. The Fischler
reform fully endorsed the shift by introducing depbng. The Agenda 2000 CAP
revision was ‘cast in the MacSharry mould’ (Daughjand Swinbank, 2007: 8) and the
Health Check was a deepening of the Fischler reform

Table 2. Singleand Comparative CAP reform studies

| determinants | Singlereform studies | Comparativereformsstudies |

! Other definitions of CAP reform have been put farsv For example, Lynnggaard and Nedergaard
(2009: 294) consider that ‘in order to accept aseotation within the CAP as a policy reform, it de¢o
have actual effects on the CAP budget and/Or thigilolition of financial resources among the invdive
agents.’



enlargement Henning and Latcz-Lohmann | Lovec and Erjavec (2013)
(2004) enlargement 2004

Henning (2008) Enlargement
2004 and 2007
Cunha(2004) 2003 reform

budget pressure Ackrill et al (2008) -> reforms
1980s till 2003
international pressure Swinbank and Tranter (2894) Daugbjerg and Swinbank (2007)
1992 reform -> reforms 1992-1999-2003
Daugbjerg and Swinbank (2011)Ackrill et al (2008) -> reforms
-> Health Check 1980s till 2003
path dependency Daugbjerg (2009) -> how

reactive sequencing may help
explain CAP reforms

Kay (2003) -> path dependency
constraint more than determinant

ideas Lynggaard and Nedergaard
(2009) -> reforms between 1980
and 2003
Daugbjerg and Swinbank (2009)
-> reforms 1992-1999-2003.

institutional setting Haniotis (2006) -> 2003 refor | Daugbjerg and Swinbank (2007)
-> reforms 1992-1999-2003

all Garzon (2006): reforms till
2003.

There have been both single reform and comparagfeem studies that have tried to
pinpoint which are the determinants of CAP revisiefiable 2 offers a classification of
our literature review on that bases. Research sdnda brought evidence that these
determinants can be both internal and externalature and that, since the 1990s,
international pressure has been patrticularly ingmirtThere is no general consensus
however on which are the internal factors or awlwch is the most important among
them in terms of impact on the CAP reviews. Evenm@ussion officials and
government representatives involved in the disomsshave different positions on the
issue (Daugbjerg and Swinbank, 2009; Cunha and&miq 2009). To take the words
of Kay (2003: 408): ‘There is no well-developedgthicontent theory in the current
literature on the development of the CAP.’ By rauirey the secondary literature, it is
nevertheless possible to reach some conclusioresdiag the nature of each of the
main CAP determinants.

International pressure: there is a consensus among both academia andtipress
that CAP reforms have been influenced by multilteade Round of negotiations, that
is by external pressure (by the interests of nonexidort countries but also by the
interests of non-agricultural EU sectors). (Someehaven argued that bilateral and
regional negotiations with third countries may haae impact of CAP reform).
Daugbjerg (2009) for example explains how with 2003 reform, and specifically with
the decoupling of the area and headage paymemsgdroduction, the EU intended to
switch direct payments from the WTO blue box irfte green box so as to be exempted
from reductions commitments. Henning and Lataczrhahn (2004) argue that there is
a gridlock in the Council of Ministers of Agricutelin favour of the status-quo and that



external shocks such as further WTO restrictiongeséo mitigate extreme positions
and to break up the gridlock. From this point céwij international pressure would be
the main cause of CAP reforms because it is a foegable of changing its policy
instruments. This international pressure starteti thie Uruguay Round. As Daugbjerg
and Swinbank (2009: 316) put it: ‘Prior to the URARe GATT played only a minor
role in shaping the CAP." Nevertheless, there imesalebate on the extent external
factors can explain all aspects of CAP reform. looaed Erjavec (2013), among others,
argue that EU has engaged in unilateral changes, ifh reforms that were not
specifically linked to trade concessions. In angecathe research method used to
establish the importance of international pressur&AP reform has invariably been to
prove that the reforms allowed the CAP to complghvhird country demands.

Budget pressure: there is also a consensus regarding the exist&haecausality link
between financial constraints and CAP reform. Tlenmesearch method has been to
find evidence of budgetary constraints and to lagycdeduce that these restrictions
affected the CAP. Kay (2003: 416-17) argues thatltihdget stabilizer reform of 1988
laid the seeds for the 1992 CAP reform becauseptied an 11 per cent cut in effective
support prices and this was politically too muchtfee farm ministers. Ackrill (2005)
and Kay (2006) show that the distribution of castsl benefits of the CAP among EU
member states has remained stable throughout sternhiof CAP despite substantial
reforms? By so doing they show that ‘the desire to avoigambudgetary redistribution
among member states is an important constrainthen e@volution of the CAP’
(Daugbjerg, 2009: 397). Yet one can also arguettiede studies only pinpoint to the
fact that, except in 1988ghe budget has been a reform constraint but mogger for
policy instruments changes. Moreover they alsocaug that the budget has not been a
substance determinant: ‘the design of the CAP abdwrsubstantially over a decade
despite the maintenance of a stable budgetary dmlaamong member states’
(Daugbjerg, 2009: 397)

Burrell (2009) has argued that budget pressures affect the substance of CAP
through forcing a renationalisation of the poli¥\t though the ‘renationalisation of the
CAP’ has been discussed and promoted over théwasty years, even recently by the
Sapir Report of 2003, the responsibility for aghigral policy funding remains
engrained into the EU budget. Co-financing has pegn introduced in the realm of the
second pillar. This evidences that budget pressuags not been as intense as in the
1980s. In this line, Burrell (2009: 285) arguesttiidere is no precedent for even a
partial EU withdrawal from a major policy area, Bug farm income support...If it
occurs, it will be the result of a comprehensive-level review and realignment of all
EU-level activities rather than a unilateral demisby EU agriculture ministers.” This
top-level realignment has not yet taken place aedefore the budget has yet to have an
impact on the substance of CAP policy.

2 As Daugbjerg and Swinbank (2011: 128) argue: itiees to reform policy may arise as a result of a
budgetary crisis, particularly with respect to sbdbutive policies because of a constrained bydagt
different interest groups compete for a limited pbtaxpayers’ cash.’

% As Daugbjerg and Swinbank (2011: 127) put it: Utite late 1980s there was little doubt among CAP
analysts that budgetary concern was the majorrdyifarce capable of generating CAP reform.’



Enlargement pressure: EU enlargement is considered to be a determinau@Ad
reform but not a sufficient condition. The maineach method has been to establish
the impact of enlargement on structural changa$enagricultural sector. The debate
regarding enlargement role as a determinant of @4&m is on whether enlargement
fosters CAP changes or make them more difficulm&analysts have indeed argued
that enlargements have made CAP reform more diffidensen et al (2009) show that
EU enlargements have, for their most part (p 332e‘1973 and 1995 enlargements
were rather neutral or with a tendency to do thposjie’), extensified agricultural
production at EU level and that extensive agrigaltproduction in a member state is
often an indicator of reduced willingness to refotmthis sense, Henning and Latacz-
Lohmann (2004) argue that the 2004 enlargement rhade the Council more
heterogeneous in terms of the political interesgsresented and more supportive of
higher levels of agricultural support. In theirwig(p 42) ‘enlargement, at most, poses a
further obstacle to reform...’

Other authors have highlighted that enlargement atsy be a CAP reform promoter.
Henning (2008: 41) contends that ‘enlargement mighta driver of CAP reformex
antethe EU’s expansion, while it is an obstacle tafatreformsex post Cunha (2004:
155) endorses this view by arguing that the 20@&me can in part be explained by the
‘simplification challenge imposed by [the expect2d04] enlargement’. Lovec and
Erjavec (2013) have nevertheless recently sustaimsedenlargements may have an ex-
post driver impact on CAP reform. In particulareyhargue that the 2004 enlargement
through changing the constellation of the producstructures explains the increasing
flexibility of payments schemes.

Last but not least, enlargement has also been agenhancing the CAP budgetary
constraint (Cunha, 2004). As Grant (2010: 34) erplaThe CAP has been below
Budget in the recent past [due to high internafigmeces], but it is anticipated that
Single Farm Payments will be cut by 7 per cent ar y®y 2013 under the Financial
Discipline Mechanism [in force since 2007]. Thisllwiesult from the continuing
phasing in of direct aids in the new member statiede the addition of Bulgaria and
Romania has taken the SPS payment budget beyoiligrel budget ceiling.’ In other
words, as the CAP budget growth has been limitadesthe 1980s through different
stability mechanisms, enlargements cannot be fedititrough budgetary increases.

The path dependency perspective, as a self-reinforcing force or as a reactive
sequence, has also been sought to understand tisescaf CAP reform. Path-
dependency, which is a key element of historicsliationalism, suggests that ‘present
structure, or functioning, can only be understoodemw embedded in a historical
perspective’ (Daugbjerg, 2009: 395); previous nefrset the direction for future
reforms due to large fixed costs, potential netwefficts, potential learning effects and
adaptative expectations (Kay, 2003). This typenaflgsis has shown that there are links
between CAP reforms. The main research method éas to look at the existence of
possible connections between reform changes awer ti

For instance; Kay (2003) argues that path deperydpravides an account of why the
1980s CAP reforms were moderate: ‘the initial pplstructure of the CAP [had]
become entrenched and resistant to reform’. Daughj2009) shows how reactive
sequencing from the MacSharry reform enabled funteform of the CAP, eventually
resulting in the 2003 reform due to the need topsifgn the CAP administrative



procedures and burdens. In the same line, GraritOj28rgues that the social and
economic efficacy of instruments and the driveitopdify the policy instruments have
been major sources of policy change since the 1988szon (2006: 51) considers that
‘all reforms since 1992 have tried to address traket imbalances created by the
original policy instruments based on price support.

Nevertheless, it has also been acknowledge thatype of historical analysis does not
allow predicting further reform. As Daugbjerg (2008ut it: ‘the weakness of the
reactive sequencing approach is it limited potémdiggenerate theoretical statements on
sequences’ (p 407) and the limit of the self-reiafay approach is that it ‘has limited
potential in explaining substantial policy changermtime’ (p 396). One may conclude
from the review of the literature on path depengeamtalysis of CAP reforms that what
has happened in previous reforms is an input furéureforms (it should be taken into
account to understand the substance of the refdyais)ot a trigger (it does not explain
why reforms take place) What has happened beforgslithe number of choices the
policy-makers will consider when faced with the shder reform, facilitating certain
policy responses and precluding others. Past CAfPmne experience and consequences
help decision-makers to choose among differentcpalptions to face other pressures.
As Daugbjerg put it (2009: 407) ‘the internal dynesnof CAP evolution made certain
responses to the [external] pressures more likely tthers.’

The institutional setting: There is also literature on the role the differactiors of the
EU institutional setting have played in the differeeforms. Most of this literature
concludes that the European Commission has playesl aole in the reforms: ‘farm
commissioners, assisted by top commission officiaBve been the driving forces
behind the CAP reforms...In the history of CAP refottmee Council, as a whole, has
been status quo minded and, thus, not a drivingefoehind reform; rather it has been
an obstacle for farm commissioners to overcome.au@d@bjerg, 2009: 399). As
Lynggaard and Nedergaard (2009: 294) put it: ‘Tlen@ission is usually seen g
agent of policy reform within the CAP...However, tlagitude of the Commission to
bring about change is limited.” Nevertheless, th&iiutional setting has mostly been
looked upon to understand the EU internal proceadihg towards CAP reform rather
than as a factor that explains why reform took @l@@arzon, 2006). The main research
method has been to assess the institutional sétbnga viewpoint of decision-making
influence. The institutional setting would be widatermines how the EU answers and
reconciles internal and external pressures. In ghisse, Haniotis (2006) sustains that
policy responses in the EU and the US to similallehges in the agricultural field are
quite different due to their different institutidrsttings’

The five previous determinants may be consideredgbdheoretical frameworks which
focus on rationalist assumptions. CAP reform wohtl the result of a bargaining
process between individual and collective agentsh(internal to the EU and external
such as the WTO); even the path-dependency detantnaould be argued to be part of
rationalistic historical institutional perspectifleynggaard and Nedergaard 2009). This
general approach to CAP reform has been complechent¢he last years with new

“ It is interesting to note that analysts agree fdyah organisations have become less powerfulén th
process. Grant (2010: 36) argues that the terhais been occupied by environmental, third world and
consumer organizations.’
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studies based on constructivist assumptions oroagpes that allow adding a new
internal determinant to our list: ideas.

Ideas: Constructivist studies argue that ‘ideas informtimg CAP have not remained the
same and that expectations of what the CAP shaellded have changed in the course
of its development.” (Lynggaard and Nedergaard 2@%®) From this viewpoint, the
rationale informing the CAP has moved from a dependstate-assisted) agriculture
paradigm towards multifunctional and competitive atket liberal) agriculture
paradigms in a ‘cumulative paradigm change’ pro¢Bssigbjerg and Swinbank, 2011:
131). These studies have concentrated in pinpgritie evolution of the ideational
structure prevailing at the time of each CAP ref@mas to explain the underlying
forces of political processes. In the late 19703 E880s, the notion of co-responsibility
as a means of restoring the market balance wasifagddy the Commission (Grant,
2010). By the late 1990s, internal EU debate ‘reférto the “European Model of
Agriculture”, reflecting agriculture’s “multifunadinality” (Ackrill et al, 2008: 404)
(Cross-compliance and modulation are part of murtfionality making CAP more
acceptable to consumers and taxpayers. Since 0& &2i@nificantly rising world prices
have led to a revival of the discourse of food s&c) The main research method has
been to assess the constructivist determinantnamstef discursive developments.

Some consider that the ideational structure evamiuhas been the result of changes
internal to the EU (Burrell, 2009), others thatytlvan be attributed to ideational change
in the WTO (Daugbjerg and Swinbank, 2009). In aage; researchers recognise that
the constructivist determinant is not a triggerrefiorm but a constraint on the direction
of the reform. In the words of Lynggaard and Nedard (2009: 297). ‘Altogether,
according to this perspective, policy developmemésoccurring against the background
of an ideational context, which delimits availabkfficient and legitimate policy
choices from those that are not.” Daugbjerg andnBamk (2009: 312): ‘ideas underpin
institutions which, in turn, give direction to poyi makers when making policy by
providing shared views on how to interpret poliepldems and on how to rank policy
concerns? The process of fundamental reforms initiated W MacSharry reforms in
the early 1990s ‘has been accompanied by a reatientof the CAP’s rationale from
one of socially-legitimised income support to oeeagnising the multifunctionality of
agriculture, placing more emphasis on public-gogoetbenefits, e.g. environment
protection.’” (Henning and Latacz-Lohmann 2004: 39).

3. AFRAMEWORK OF ANALYSISOF PAC REFORM
DETERMINANTS

Studies of CAP reform have concentrated in establis whether each of these
determinants have had an impact on CAP reform.stidies that try to establish links
among these different determinants or to distinguietween different types of
influence have so far been the exception rather the rule® Nevertheless they are

® It should be mentioned that some analysts congi@dérthe rethoric of multifunctionality’ may juse
‘the state-assisted paradigm dressed up in diff@lethes’ as most payments are still not direcglated
to the provision of public goods. (Daugbjerg andrtbank, 2011: 137)

® Ackrill et al (2008) have tried to reconcile butigeessures with international pressures by argthiay
both were generated by the price support systettmeohitial CAP. Lynggaard and Nedergaard (2009)
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probably the next step in studying CAP reform beeaas Jensen et al (2009: 330-331)
put it: ‘In total, it is hard to imagine that thesdgernal and external issues are not
correlated in some way. The causality, however ditier across reforms.’

We believe further insights on the dynamics of G&frm may be gained by focusing
on the nature of the impact of the determinant€AP reform. Taking advantage of the
fact that there is literature on the role playedebgh of the six determinants in each of
the CAP revisions, we have reinterpreted theseirfgelin terms of their impact on
timing, generosity and substance. To carry out thinterpretation of the literature
review, we have considered that a determinant hasnpact on timing when without
this factor the reform would not have happened. @ibgerminant has an impact on
substance when without this factor the reform wowdthave been the same in terms of
instruments, that is, in how the CAP has changethgtruments. And the determinant
has an impact on generosity when without this fattte reform would not have been
the same in terms of the amount of financial supgieen to the farmers by any means.

Table 1 highlights the results of this analysisdach of the CAP revisions. Table 3 ( at
the end of the article) summarises the results titwerviewpoint of the six determinants.

Both tables show that the determinants role in sepfitiming, substance and generosity
is not always the same. Three of the determinan{zact varies depending on the

reform/revision we are considering. Budget pressirave always had an impact on

generosity but only affected the substance of CéfBrm in the 1980s and were not a
timing determinant in 2003. International pressuragse had an impact on substance
since the 1990s but sometimes also a timing onen Ewnlargement can be argued to
have had timing, generosity or substance impactmidipg on the reform although this

may be due to its clear connection with the buggessures. Three determinants always
have the same role: the impact of path dependedegs and the institutional setting

has always been on substance.

If now we look at the results from a viewpoint b&timpact classification (see Table 4
at the end of the article) and we take into accdlgt only two of the revisions of CAP
can be considered real reforms, a certain patigreas. International pressure seems to
be the necessary condition for real CAP reformake tplace. Yet international pressure
was also present in 1999 and 2008 without leading teform of CAP instruments. It
seems therefore that international pressure isyalwaken into account when revising
the CAP but it only becomes a timing determinanemwlkhere are active international
negotiations. Our results also show that intermaigpressure does not have an impact
on the generosity of CAP support. In other worddgernational pressure does not
determines what EU farmers are going to receivehlane a big say on how they are
going to receive it.

have argued that there is a general link betweewadhstructive determinant and the rational choice
determinants. They sustain that (p 298) ‘in the immado longer term, ideational change may give to
changes in agents’ conception of costs and beradfalternative policy choices and, in turn, akgents’
conceived interests.’ For them ‘preferences (cositrism) + institutions (rational choice)= outconfe
300)). Lovec and Erjavec (2013) have recently ttelink the three ‘reform contexts’ —the worlddeg
the budget bargaining and the new policy issuesh(as food safety, animal welfare, rural developmen
and the environment)- through Moravcsik’s liberdergovernmentalist approach. In particular, they
consider that the underlying causality is the aswinical development of production factors and
production relations, including the internationedguction relations.

12



The budget pressure is always present althouglastamly able to affect the substance
of the reform in the 1980s. Since then the budgstdecome an ever present constraint
to the generosity of the CAP support. In fact, areey argue that the budget has been a
timing determinant in almost all CAP revisions hesm each financial perspective
revision has entailed a negotiation on how to lithé CAP budget. As the 2003 reform
proves, nevertheless, changes in CAP instrumenyshayapen even without impending
budget negotiations. In other words, since the $98@dget pressures have not been a
sufficient condition for CAP reform but have alwayslped determine the amount of
aid farmers were going to receive.

The enlargement pressure, as expected, is muctedehdath the budgetary pressure.
The entry of new members with clear agriculturaighiein a context of budget restraint
can only lead to further budgetary constraintss linteresting to note that the 2004
enlargement may be having ax-postimpact on substance. This impact may,
nevertheless, be very much related with path deperydas the ex-post enlargement
impact may be the result of pre-enlargement detssio

The pressure of path dependency, ideas and thwiiiwstal setting is clearly focused on

the substance of the policy. None may be considersafficient condition but all seem

to play a role in the design of CAP instrumentseifhole in substance seem to be
subordinated to that of the international pressimee a real reform only takes place
when there are international pressures and CARumsints have to give an answer to
those pressures.

This analysis of the literature confirms that talarstand CAP reform both external and
internal factors must be taken into account. Owlyais, however, allow us to refine
this conclusion. It seems that it is the extermabpures that have determined the timing
of the main reforms. International pressures waldh have been crucial in explaining
the substance of all reforms since the 1990s. ratgoressures, including the budget,
would have been particularly important in explaghthe generosity of the CAP support
but subsidiary in terms of substance or timing.

On the bases of this analysis, the economic chygigiself, can only be expected to have
an impact in CAP generosity. The policy would haeen reviewed in any case since a
new financial perspective had to be negotiated2fait4-20 and the substance of the
policy would only be changed in earnest (that lgnge of its instruments) if there is

enough international pressure. Does the analysleed?013 CAP changes confirm this

hypothesis?

4. CAP 2013 DETERMINANTS

ITISNOT A REFORM: CAP 2013 cannot be considered a reform becawkeeg not
change the policy instruments. Post 2013 CAP iillllse based on two Pillars: a first
Pillar, fully EU funded, for market support andedit payments based on decoupling
and cross-compliance and a second Pillar, co-fieduty the Member States, for rural
development. As Table 5 summarises, the changese@dgm 2013 suppose an
adjustment of this policy main instruments.
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Table5. CAP 2013 changesin terms of policy instruments

Market support Confirmation that milk quotas wilsdppear in 2015. Sugar
guotas to be maintained until 2020.
Other remaining measures of market support, inodi
export subsidies, are to be maintained

Direct payments Adjustments to the decoupled SiRglgment Scheme so ps
to introduce an EU wide flat area payment by 204é&w(
redistribution of payments among member states |and
among farmers)

Definition of active farmer.
Reinforced cross-compliance
Coupled payments are still possible

Rural development Objectives remain the same: tdnchange, environment
and innovation (competitiveness). (Risk management)

Sources: own elaboration on the bases of Reguapooposals (2011) and European
Parliament decision (Bridges Weekly Trade News Blide(9), 13 March 2013).

ROLE PLAYED BY EACH OF THE SIX DETERMINANTS

International pressure: No impact. Although there has been a revival of ®oh

negotiations on agriculture, evidence indicates @@P is already prepared to comply

with third country demands regarding both intersigbport and export subsidies. The

two remaining contention points: the green box araitket access do not seem to have
been taken into account.

As to the green box, the 2013 changes increaseldébece of cross-compliance and
introduce an active farmer definition despite thetfthat some analysts have pointed
out that these changes may endanger the consare@tiEU decoupled payments as
part of the WTO green box. So far decoupled payskatve not been denounced by the
other WTO members as non being green box but ted dot mean that they cannot be
challenged in the future.

Regarding market access, analysts agree that degemsh which products are
considered sensible, the need to reduce proteatidront of imports may have an
impact on the European agricultural sector. Aghard is no mention of this particular
possibility in CAP 2013. It may be that it is as®dnthat international prices of
agricultural goods will remain high.

Budget pressure: Impact on timing and on generosity. On timinge tieed to agree on
new EU Multiannual Financial Framework supposesewsion of all EU policies.
Generosity: the reduction of CAP budget has nohlvadical. One may even argue that
the reduction has been in line with previous tecgieiNevertheless, there has been a
reduction so that the flat area payment proposethbyCommission will have to be
adjusted accordingly. The latest figures tell w thustainable growth’ expenditure will
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diminish in relative terms: from 0.45% GNI in 20@3-to 0.39% GNI in 2014-20. In

absolute terms the expenditure for this Heading neihain constant in real terms but
market related expenditure and direct paymentsdinlinish: from 293 105 to 277 851
million Euros (although this reduction has to baldied by the creation of emergency
aid reserves).

Enlargement: No impact. The entry of Croatia is not expectechave a noticeable
impact on the agricultural sector structure andk&wyris not expected to become a
member in the next seven years despite the rersnalgotiations.

Path dependency: Impact on substance. It may be argued that rabshe 2013
changes are an attempt to deal with the equitylenad created by previous decisions
on how to deal with enlargement and with the CAfngformation. Previous decisions
would have created new equity problems between denfrom different Member
States.

Institutional Setting: Impact on substance. The European Parliament meswarole
both in budget and CAP decisions that has alreadytd changes to the European
Council agreement. A clear prove of the EP enroinieithe fact that it has voted to
maintain export subsidies as policy instrument, water down cross-compliance
requirements and to re-couple some payments taiptioth. The new CAP Regulations
were published in the Official Journal of the EU ecember 2013 (OJ L347,
20.12.2013).

Ideas: Impact on substance. There has been a shift iaftbd to give legitimacy to the
CAP. The concept of multifunctionality is still g@nt and linked to climate change and
environment but, in a context of high internatioriabd prices, food security has
reappeared as a valid argument to justify farmepstt. What is new is that food
security is advocated from the international vielmpoTo secure food supply at
international level it is necessary to ensure adjftical production in the EU. Last but
not least, CAP 2013 changes are justified on tisedaf equity.

On the bases of this analysis, our hypothesis idirooed. Despite the fact that all
internal determinants have been present, CAP 2@bBat be considered a reform.
Again it seems that international pressure is nédde instrumental change to occur.
The economic crisis has not made the budget pressuong enough to affect the
substance of the policy. Neither can the crisislarphe timing of the revision: CAP
2013 was called for by the need to review EU pe$idn the context of the multiannual
financial perspectives negotiations.

5. CONCLUSION

" We consider that any ex-post effect of the 2004 2017 enlargements must now be considered part of
the path dependency determinant because CAP 2@lt8saes the equity problems previous enlargement
agreements have created rather than how to ddathdgtenlargements per se.
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CAP 2013 has not been the result of the econonss@nd cannot even be considered
a reform. The economic crisis may have had an impacthe generosity of CAP
support but not on the timing or substance of tienges.

Since the 1990s CAP reforms have been based ogebamits instruments rather than
on its objectives and have been triggered by iatewnal rather than internal pressure.
Since most of EU support may now be considered parthe WTO green box,
international pressure may well be in the desdgavertheless, new CAP reforms may
still be on the making as internal pressures mdkiegaforce. Indeed, some analysts
seem to believe that budgetary pressures may one leled towards the re-
nationalization of the CAP and others that the nedegitimise the CAP may one day
lead to a change of its objectives in the Treatyanly case, the present economic crisis
has not been able to provoke such a reaction. (bueseflect the lack of political force
of Great Britain which in 2005 had been able toayptomise for a two step revision of
the CAP?)
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Table 1. CAP revisions

THE 1980S

Market support

CAP: policy characterized by indirec
support to farmers provided by a floor fa
domestic prices, border protection and
export subsidies. All financed by the
Community budget.
1980s Price revisions and curbs on
production (Guarantee thresholds (1982
milk quotas (1984), maximum guaranteq
guantities (1987)) with co-responsibility
levies.

=

),
2d

Rural development

1970s Mansholt Plan: limited set of
structural measures co-financed by
Member States

1992 MACSHARRY REFORM

Market support

Reduction in prices

Direct payments

Partial shift from indirect or grisupport
to compensatory direct payments (coup
to type of crops grown and livestock
kept).

ed

Rural development

New accompanying measures codeth
by Member states (agri-environmental
programme, new subsidies for
afforestation of agricultural land and ear
retirement scheme for farmers)

1999 AGENDA 2000

Market support

Further price reduction

Direct payments

Further shift from indirect to dtre
payments (in 2002 the Commission
recognised that the compensatory

character had disappear and that the tefr

‘direct aid’ had replaced ‘compensation
payment’ —Swinbank and Tranter, 2004
preface) and introduction of optional crg
compliance (Member states decided on
whether farmers were obliged to respec
specified environmental, animal health
and food safety standards to receive ful
payment of direct aid)

Rural development

SS

—F

Creation Il Pilar: consolidataingreen
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direct payments and of co-financing
Introduction of voluntary modulation

2003 FISCHLER REFORM

Market support

Reduction of prices

Direct payments

Reduction of coupled direct payment

Decoupled direct payments

Partial decoupling ahfard from type
of commodity and from production. Fron
the area and headage payments into a1

rate decoupled Single Payment Scheme

based on previous (2000-2002) direct
payment levels. Member states were
allowed to apply the scheme on a
regionalised basis or in a farm-based
mode.

For New Member States: simplified
version of Single Farm Payment to be
phased in until 2013 (starting at 25% of
the EU-15 rate in 2004)

Cross-compliance is reinforced and
becomes compulsory.

lat

14

Rural development

Introduction of compulsory motiala
(5%) and of member state discretion in
using the modulation funds..

2008 HEALTH CHECK

Market support Reduction

Direct payments Reduction

Decoupled direct payments Almost complete decoggdhom
production

Direct payments are still tied to land, lar
must be kept in good agricultural
condition (cross-compliance) and
recipients must be farmers.

d

Rural development

Funds from increased compulsory
modulation (10%) to be used to address

new challenges: climate change,
renewable energies, water managemen

and biodiversity, at the discretion of each

member states
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Table 3. The CAP reform deter minantsin terms of timing, generosity and substance

1980s 1992 1999 2003 2008
Timing, generosity,
Budget substance timing, generosity timing, generosity  egesity timing, generosity
Generosity, | generosity,
Enlargement generosity generosity timing, geneyosit substance substance
Path dependency| substance substance substance ansebst | substance
Ideas substance substance substance substancge ansabst
Institutional settingsubstance substance substance substance substance
International timing,
pressure not relevant timing, substance  substance substance substance
Table 4. CAP reformsfrom the viewpoint of timing, generosity and substance
1980s 1992 1999 2003 2008
Timing Budget Budget, Budget, enlargement| I nternational Budget
International pressure
pressure
Generosity Budget, enlargementBudget, enlargement | Budget, enlargement| Budget, enlargement | Budget, enlargement
Substance Budget, pathnternational International Inter national International
dependency, ideaspressure, path | pressure, pathpressure, path | pressure, pat
institutional setting | dependency, ideas, | dependency, ideasdependency, ideas, | dependency, idea
institutional setting | institutional setting | institutional setting, | institutional  setting
enlar gement enlargement

-
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