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Agriculture
OVERVIEW
The Common Agricultural Policy (CAP) is one of the EU's oldest policies, although it has been
the subject of various reforms over the years. For more than five decades it has provided
Europe with a secure food supply and a living countryside. There is thus a high level of public
awareness of the support the EU provides to farmers, though a much lower proportion of the
population know the details. Half of EU citizens would like to see stronger EU intervention in
agriculture, although levels of support differ among Member States. Following the most recent
CAP reforms in 2013, to which the European Parliament made a strong contribution, important
changes were made to the CAP. These included a new system of direct payments whose basic
component is support for farmers' income, as well as greater flexibility given to Member
States. The budgetary resources devoted to the CAP have been reduced. The mid-term review
planned for 2017 will offer an opportunity to review a range of policy implementation issues.
The role of the European Parliament as co-legislator is significant in this process and in any
future decisions on a post 2020 CAP.

Public expectations and EU commitment on agriculture – is there a gap?

According to a new Eurobarometer survey of the European Parliament on 'perceptions and
expectations', half of EU citizens would like to see stronger EU intervention in agriculture. The
support is very unevenly distributed amongst Member States – very strong support in countries
including Romania (74%), Cyprus (72%), Portugal (69%), Spain (68%); and very low support in
others led by Denmark (23%), Netherlands (27%) and Sweden (28%). Compared to all other
policy areas researched, agriculture is the one with the highest number of citizens evaluating EU
action as excessive – although only 9% of them do so. Overall, 35% evaluate the EU's current
approach to agricultural policy as adequate and 43% as insufficient.

http://www.europarl.europa.eu/news/en/news-room/20160630STO34203/Survey-people-reveal-their-priorities-for-the-EU
http://www.europarl.europa.eu/news/en/news-room/20160630STO34203/Survey-people-reveal-their-priorities-for-the-EU
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Figure 1 – Opinion by generation, gender

A January 2016 Eurobarometer report Europeans, Agriculture and the CAP found that the vast
majority of Europeans (94%) consider agriculture and rural areas to be important for their
future, with almost two thirds considering agriculture 'very important' for their future. The
same study finds that 'close to half of Europeans would like to see an increase in the EU
financial support for farmers over the next ten years', and only 13% would like to see a
decrease. However, EU citizens' preferences on EU
budget spending on agriculture have varied over
the years. It was the eighth most preferred area of
spending in 2008, with 14% perceiving it as a top
priority spending category, in eighth place in 2011
with 19% support and in ninth place in 2015 with
13% support (Eurobarometer data). Throughout
the period, one trend is consistent – in all these
years, slightly more citizens perceive agriculture to
be a top spending priority than would like it to be
so. Yet again, this should be analysed in the context
of national differences.

Differences in the support for increased EU action
in agriculture are minimal amongst people of
different age and gender. That said, evidence from the Europeans, Agriculture and the CAP report
shows that younger respondents (52% of 15-24 year olds) are less aware of the support the EU
gives farmers compared to older respondents (73% for those aged 55 or over).

Legal framework
Articles 38 to 44 and Annex I of the Treaty on the Functioning of the European Union (TFEU) set
out the basic rules and objectives relating to the CAP. Following the entry into force of the
Treaty of Rome, the foundations of the CAP were laid down. Since then it has been the subject
of successive reforms and incremental changes culminating in the most recent reform for the
period 2014 to 2020 (see Overview of CAP Reform 2014-2020, European Commission).

Article 39 sets out the CAP objectives, namely: (i) to increase agricultural productivity, (ii) to
ensure a fair standard of living for farmers; (iii) to stabilise markets, (iv) to ensure the availability
of suppliers, and (v) to ensure reasonable prices for consumers. Articles 41 and 42 TFEU are
dedicated to specific aspects of the CAP's implementation.

The CAP's legal framework is principally governed by four EU regulations: (1) Regulation (EU) No
1307/2013 covering direct payments to farmers; (ii) Regulation (EU) No 1308/2013 establishing
a common market organisation of the markets in agricultural products; (iii) Regulation (EU) No
1306/2013 covering horizontal issues such as the financing, management and monitoring of the
CAP); and (iv) Regulation (EU) No 1305/2013 dealing with rural development.

Current implementation and EU action
Following agreement on CAP reform in 2013, the new CAP consists of two pillars. The first
covers the system of direct payments to farmers to help stabilise their incomes, linked to
complying with safety norms, environmental and animal welfare standards and market
measures to tackle specific market situations.

The second pillar covers rural development policy. Taken together, the CAP now incorporates a
wider set of challenges than the specific objectives set out in Article 39. They include: economic
challenges such as food security, price volatility, the deteriorating position of farmers in the
food supply chain); environmental challenges (such as soil and water quality) and territorial
challenges – where many rural areas are faced with depopulation, an ageing population and
where farmers are struggling to maintain competitive and viable holdings (for the latter see
EPRS Briefing on EU Rural Development Policy, September 2015).

http://ec.europa.eu/agriculture/survey/index_en.htm
http://ec.europa.eu/public_opinion/archives/eb/eb70/eb70_en.htm
http://ec.europa.eu/public_opinion/archives/eb/eb75/eb75_en.htm
http://ec.europa.eu/public_opinion/archives/eb/eb83/eb83_budget_en.pdf
http://ec.europa.eu/agriculture/survey/index_en.htm
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT
http://ec.europa.eu/agriculture/policy-perspectives/policy-briefs/05_en.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:347:0608:0670:en:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:347:0608:0670:en:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:347:0671:0854:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:347:0549:0607:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:347:0549:0607:EN:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1305&qid=1464948169431&from=EN
http://ec.europa.eu/agriculture/direct-support/direct-payments/index_en.htm
http://ec.europa.eu/agriculture/markets/index_en.htm
http://ec.europa.eu/agriculture/markets/index_en.htm
http://ec.europa.eu/agriculture/rural-development-2014-2020/index_en.htm
http://www.eprs.sso.ep.parl.union.eu/lis/lisrep/09-Briefings/2015/EPRS-Briefing-568340-EU-rural-development-policy-FINAL.pdf
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Given the nature of these challenges, CAP reform for the 2014 to 2020 period focuses on
delivering more effective policy instruments to improve the competitiveness of the agricultural
sector and its sustainability. This has included: further efforts to enhance the market orientation
of EU agriculture, greater flexibility for Member States, the introduction of a 'greening'
component to compensate for the costs of providing environmental public goods, a more
targeted and equitable approach to direct payments through, for example, support for young
farmers entering the sector; a simplified support scheme for small farmers and a redistributed
payment where farmers may be granted additional support for the first hectares of their farm.

In implementation of EU rural development policy, a key principle has been the use of
multiannual rural development programmes (RDPs) designed by the Member States. A total of
118 RDPs worth over €99.6 billion from the EU budget have been adopted for the 2014-2020
period. In addition, almost all RDPs (109 out of 118) include provision for Leader measures
based on a bottom-up participatory approach involving some 2 400 Local Action Groups (LAGs).

Overall, the 2013 CAP reforms introduced significant changes under the ordinary legislative
procedure. This was the first time that the European Parliament took part on an equal footing
with the Council (See European Parliament study, 2014 p. 23). In this regard, more than half of
the Parliament's amendments on the most sensitive issues of the reform were incorporated in
the final texts. Though only fully in force since 2015, an early evaluation concluded that co-
decision reinforces the need for civil society actors and stakeholders to work at European level
in order to influence the decision-making process. This may help explain how Europeans have
become more aware of the CAP – although few claim to know the details (see Europeans,
Agriculture and the CAP, p. 87). Public opinion is generally positive towards EU efforts to ensure
food products are of good quality, healthy and safe. Europeans are also generally supportive of
payments to farmers for undertaking agricultural practices beneficial to the environment.

Potential for better implementation and further EU action

The CAP reform introduced significant changes, including a new system of direct payments
involving more selective, better targeted and greener forms of support. At Member-State level,
implementation is still ongoing. In this context, a key priority for the Commission has been CAP
simplification, with the first actions announced in May 2015 along with further steps.

Discussion on the CAP's future has only just begun, notes a recent paper of the Netherlands
Presidency, Food for the Future – the Future of Food. It examines the changing context and
challenges facing both global agriculture and food issues. Making the case for a shift to a
Common Agricultural and Food Policy, the paper highlights a range of issues. These include: (i)
whether the CAP should be broadened to a Common Agriculture and Food Policy, (ii) the
contribution the CAP could make to innovation and ICT, (iii) the role the CAP could play in
climate adaptation and climate mitigation of the agricultural sector, (iv) the extent to which
farmers can be better equipped to improve their position in the supply chain, (v) how different
financing possibilities can provide a contribution (such as instruments offered by the EIB, and
finally (vi) how the external dimension of EU agricultural policy can be strengthened, both in
terms of international trade and the Sustainable Development Goals of the United Nations.

A range of policy development and implementation issues impact on both farmers and
consumers. These include: the impact of low market prices on the agricultural sector; the most
appropriate actions to reduce price volatility, how best to promote innovation at the individual
farm level, how to encourage new entrants and young farmers, and ways to simplify the CAP, as
well as issues such as greening, the environmental and climate performance of agriculture, and
meeting expectations on food quality and food safety, including on animal welfare and the use
of pesticides. In addition, developments in the circular economy will bring opportunities for
both agriculture and forestry sectors. A new Agricultural Markets Task Force is expected to
report by late autumn 2016. Its work should help to improve the position of farmers in the food
chain. Some of the above issues could be considered in the mid-term review planned for 2017.

http://ec.europa.eu/agriculture/rural-development-2014-2020/country-files/common/rdp-factsheet_en.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2014/529067/IPOL_STU(2014)529067_EN.pdf
http://ec.europa.eu/COMMFrontOffice/PublicOpinion/index.cfm/ResultDoc/download/DocumentKy/69756
http://ec.europa.eu/COMMFrontOffice/PublicOpinion/index.cfm/ResultDoc/download/DocumentKy/69756
http://ec.europa.eu/agriculture/direct-support/direct-payments/index_en.htm
http://ec.europa.eu/agriculture/newsroom/204_en.htm
http://english.eu2016.nl/documents/publications/2016/05/31/food-of-the-future
http://www.un.org/sustainabledevelopment/sustainable-development-goals/
http://www.eprs.sso.ep.parl.union.eu/eprs/auth/en/product_browse.html
http://www.eprs.sso.ep.parl.union.eu/eprs/auth/en/product_browse.html
http://www.ieep.eu/assets/2028/Learning_the_lessons_from_CAP_greening_-_April_2016_-_final.pdf
https://ec.europa.eu/eip/agriculture/en/news/circular-economy-reducing-our-reliance-non-renewable-resources-and-doing-more-less
http://ec.europa.eu/agriculture/agri-markets-task-force/index_en.htm
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In all of this, the role of the European Parliament as co-legislator is significant, both over the
short term and in any future decisions in respect of the post-2020 CAP.

The EU budget and agriculture
Agricultural spending's share of the EU budget reflects its history as one of the first and most
important common European policies. The financial envelope for the CAP was €60.9 billion in
commitment appropriations in 2016, or 39.3%
of the EU budget. The CAP accounts for 38.8%
of the €1 082.6 billion 2014-2020 Multiannual
Financial Framework (MFF) – the EU's seven-
year financial plan. The two pillars of the CAP
– the European Agricultural Guarantee Fund
(EAGF) (Pillar I) and the European Agricultural
Fund for Rural Development (EAFRD) (Pillar II)
– are financed under MFF Heading 2,
'Sustainable Growth: Natural Resources'. The
EAGF is the larger of the two: its budget for
2016 is €42.2 billion, compared with €18.7
billion for the EAFRD. Within the EAGF,
approximately 88%, or €39.4 billion in 2016, is
in the form of direct payments to farmers.

Most agriculture spending at EU level comes under the CAP (MFF Heading 2). Roughly 2% of
Horizon 2020's 2016 budget, €214.2 million, is allocated to research and innovation related to
agriculture (MFF Heading 1a), while €118.9 million is channelled via the Instrument for Pre-
accession Assistance and other international assistance (MFF Heading 4).

Financial instruments outside the EU budget
The European Investment Bank (EIB) provides loans, financial instruments and advice for
projects in the agricultural and rural sector in the EU and abroad.

Potential for further financing at EU level

The general trend of agricultural and rural development spending in the EU budget, and of the
CAP in particular, is of gradual reduction, or 'spending less but better'. The CAP's share of the EU
budget has fallen from 41.4% in 2007 to 39.6% in 2016; down from a peak of over 70% in the
1980s. In future, 'greening' – linking direct payments to farmers in part to practices that benefit
the environment and climate change – and environmentally friendly rural development will
make up an increasing share of EU agricultural and rural aid, as moves towards a multi-
functional support system continue. Greening will account for approximately a quarter of the
€224.2 billion allocated through the EAGF in the 2016-2020 period.

Disclaimer and Copyright
The content of this document is the sole responsibility of the author and any opinions expressed therein
do not necessarily represent the official position of the European Parliament. It is addressed to the
Members and staff of the EP for their parliamentary work. Reproduction and translation for non-
commercial purposes are authorised, provided the source is acknowledged and the European Parliament is
given prior notice and sent a copy.
© European Union, 2016.

eprs@ep.europa.eu
http://www.eprs.ep.parl.union.eu (intranet)
http://www.europarl.europa.eu/thinktank (internet)
http://epthinktank.eu (blog)

Agriculture and rural development spending 2007-2016
(% EU budget)

Source: Adopted EU budgets for years 2007-2016 (Commission
expenditure Title V)
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