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1.  INTRODUCTION 

 

1.1.  Administrative organisation and policy challenges 

Brazil is a Federal Republic of 26 states and a federal district (MAP 1), whose capital is 

Brasilia (population 2 789 000) (2013 estimate). Brazil operates a presidential system 

(Dilma Roussef, ‘Partido dos Trabalhadores’ - PT, has been President since January 2011) 

and a bicameral legislative system: a Congress (Lower House) with 513 representatives 

elected for four years, and a Federal Senate (Upper House) with 81 members elected for 

eight years. All members of the Executive and Legislative branches are directly elected. 

Fifteen political parties are represented in Congress. The main political groups are: the 

abovementioned PT (left-wing), the PSDB (‘Partido da Social Democracia Brasileira’), the 

PMDB (‘Partido do Movimento Democrático Brasileiro’) and the Democrats (DEM, 

conservative). There is a powerful agricultural lobby in Congress (‘Bancada ruralista’), 

fervent defenders of the interests of major landowners and agribusiness. Each state has its 

own government and legislative mechanism, making the tasks of government extremely 

complicated and inducing a permanent search for political compromise. 

The next elections due to be held in Brazil are the 2014 presidential, gubernatorial and 

legislative polls. The PT seems to find it increasingly difficult to channel the demands of an 

expanding middle class in a context of slow growth and rising expectations, as the mid-

2013 rash of mass demonstration illustrated. During the June 2013 football Confederations 

Cup, numerous protests erupted in Brazil. Initially a movement against the increase in 

public transport fares, it assumed gigantic proportions, venting anger about a range of 

issues (including new stadium projects for international sports events, quality of public 

services or corruption). 

MAP 1: MAP OF BRAZIL 

 
Source: US Department of State. 
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1.2.  Physical geography: the economic regions 

With a surface area of 8 515 767 km² and a population of 200 million (2013 estimation), 

Brazil is the world’s fifth largest country in terms of area as well as the sixth largest country 

in population. This also makes it the most vast and most populous country in Latin 

America. Its enormous size and huge population also explain the low average population 

density (22, 43 inhabitants/km²) and the striking geographic, climatic and sociological 

contrasts. 

Five large regions may be distinguished for statistical purposes, which in turn contain 

various States (MAP 2 - TABLE 1): 

-  Southern region, located between the Atlantic Ocean, Argentina, Uruguay and 

Paraguay, composed of the states of Paraná, Santa Catarina and Río Grande do Sul. 

Mainly mountainous terrain is to be found to the north, while vast plains (pampas) are 

the feature of the southern section. The latter, with a sub-tropical or mild climate similar 

to certain EU countries and good quality land, is highly developed and has a marked 

European influence in the form of a large migrant population of German and Italian 

origin. The main crops grown here are soybean, maize and corn, and there are also large 

industrial nuclei in Río Grande do Sul (petrochemical sector) and Paraná (automobiles). 

The main cities are Porto Alegre (population 1 467 000, and state capital of Río Grande 

do Sul) and Curitiba (population 1 848 000, state capital of Paraná).  

-  South-Eastern region, on the Atlantic coast, comprising the states of Espírito Santo, 

Minas Gerais, Rio de Janeiro and São Paulo. This region is by far Brazil’s most populous 

(84.5 million: 42.2% of the entire population of Brazil) (TABLE 1), and the most 

industrialised, accounting for more than half of GDP despite a steady fall since 1985 in 

favour of the central-western region. In terms of agriculture, soybean and cereals are 

the main crops as in the Southern region, alongside citrus fruit (in São Paulo state), 

creating a large processed products industry (concentrated and frozen fruit juices). The 

region contains three large cities at the heart of the largest metropolitan regions: Rio de 

Janeiro (population 6 136 000, the federal capital until 1960, now capital of the state of 

the same name), Belo Horizonte (population 2 479 000, capital of the state of Minas 

Gerais, featuring a large metallurgy and automobile industry), and São Paulo (population 

11 821 000, the largest manufacturing centre and also Brazil’s most populous city). 

Campinas, a city in close proximity to São Paulo, continues to increase in importance as 

a specialist in new technologies.  

-  North-Eastern region, containing nine states: Alagoas, Bahia, Ceará, Maranhão, 

Pernambuco, Piauí, Rio Grande do Norte and Sergipe. This region has historically 

produced sugar cane, and in its heyday forged a thriving trade in slaves from Africa and 

oversaw the construction of beautiful colonial cities such as Salvador da Bahía 

(population 2 883 000, the first capital of Brazil as an independent nation until it was 

transferred to Rio de Janeiro; a large petrochemical industry developed around the city, 

together with wood pulp, paper and footwear industries), Recife (population 1 599 000), 

São Luís do Maranhão, and Olinda. Although the region is rich in natural resources 

(including oil), it is afflicted by vast social inequalities which, in addition to cyclical 

droughts affecting the semi-arid areas of the hinterland (sertão), has caused large 

numbers of landless peasants to emigrate towards the large metropolises and the new 

areas of agricultural colonisation in the North and Centre-West. 

-  Central-West Region, containing the states of Mato Grosso, Mato Grosso do Sul, Goias 

and the Federal District. This is a huge region with low population density, hence the 

reason for establishing the new capital Brasilia there in 1960. The largest state is Mato 

Grosso, with an enormous amount of land that is currently the cornerstone of rapid 
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agricultural expansion (sugar, soybean, cotton, beef, poultry etc.), where cutting-edge 

structures coexist side by side with smaller farms and subsistence agriculture. Within 

this context, it is the Central-West states that are now showing the greatest economic 

growth. 

TABLE 1: POLITICAL AND ADMINISTRATIVE ORGANISATION 
REGION AND STATE - MAP2 POPULATION (2013) AREA (km²) DENSITY (inh/km²) STATE CAPITAL 

SOUTH REGION 28 795 762 (14.4%) 564 306 48,6%  

PARANÁ 10 997 465 199 307 52,4 Curitiba 

SANTA CATARINA 6 634 254 95 736 65,3 Florianópolis 

RIO GRANDE DO SUL 11 164 043 281 730 38,0 Porto Alegre 

SOUTH-EAST REGION 84 465 570 (42.2%) 927 287 86,9%  

ESPIRITO SANTO 3 839 366 46 095 76,2 Vitória 

MINAS GERAIS 20 593 356 586 522 33,4 Belo Horizonte 

RIO DE JANEIRO 16 369 179 43 780 92,0 Rio de Janeiro 

SÃO PAULO 43 663 669 248 222 166,2 São Paulo 

NORTH-EAST REGION 54 767 496 (27.4%) 1 604 711 34,2%  

ALAGOAS 3 300 935 27 778 112,3 Maceió 

BAHIA 14 016 906 564 733 24,8 Salvador 

CEARÁ 8 778 576 148 920 56,7 Fortaleza 

MARANHAO 6 794 301 331 937 19,8 São Luis 

PARAÍBA 3 914 421 56 469 66,7 João Pessoa 

PERNAMBUCO 9 208 550 98 148 89,6 Recife 

PIAUÍ 3 184 186 251 577 12,4 Teresina 

RIO GRANDE DO NORTE 3 373 959 52 811 60,0 Natal 

SERGIPE 2 195 662 21 195 94,3 Aracaju 

CENTRAL-WEST REGION 14 993 191 (7.5%) 1 612 077 8,8%  

MATO GROSSO 3 182 113 903 366 3,3 Cuiabá 

MATO GROSSO DO SUL 2 587 269 357 145 6,8 Campo Grande 

GOIÁS 6 434 048 340 111 17,6 Goiânia 

FEDERAL DISTRICT 2 789 761 5 799 444,6 Brasilia 

NORTH REGION 16 983 484 (8.5%) 3 869 638 4,1%  

ACRE 776 463 164 123 4,4 Río Branco 

AMAPÁ 734 996 142 828 4,7 Macapá 

AMAZONAS 3 807 921 1 559 159 2,2 Manaus 

PARÁ 7 969 654 1 247 954 6,1 Belém 

RONDONIA 1 728 214 237 590 6,5 Porto Velho 

RORAIMA 488 072 224 300 2,0 Boa Vista 

TOCANTINS 1 478 164 277 720 5,0 Palmas 

Source: IBGE and own elaboration. 

 

-  Northern Region, next to Bolivia, Peru, Colombia, Venezuela and the Guyanas, 

consisting of the states of Acre, Amapá, Amazonas, Pará, Rondônia, Roraima and 

Tocantins. Its 3.8 million km² make it Brazil’s largest region, mostly covered by tropical 

forest and practically uninhabited, generally operating small-scale subsistence 

agriculture. The two main cities along the River Amazon are Manaus (population 1 900 

000, capital of the state of Amazonas) and Belém (capital of the state of Pará, also a 

significant mining and aluminium production location). The Amazonas, with 185 million 

ha, is the world’s largest tropical rainforest (65.7% of which is in Brazil). It has been 

undergoing a huge deforestation process, mainly caused by mining or the timber 

industry, dams and infrastructures. Over the last 30 years of the 20th century, it lost 

around one seventh of its forest mass, with certain peak years such as 1995 (29 059 

km² deforested) and 2004 (27 429 km²). Although the pace of deforestation has slowed 

in recent years, the problem persists and is far from being under control. At least 70 

dams are said to have been planned for the Amazon region. 
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MAP 2: REGIONS AND STATES 

 
Source: USDA. 

 

1.3.  Demography: multiracialism, unequal spatial distribution and 

ageing 

Following the Portuguese discoveries and colonisation since the 16th century, the 

Amerindian population was progressively replaced by successive waves of emigrants of 

European origin (mainly Italians, Germans, Spaniards and Poles, apart from the 

Portuguese). 

Likewise, a considerable slice of the population of African origin settled there as of the 17th 

century due to the thriving slave-based plantations that sprang up along the northern coast 

(tapioca, tobacco and, in particular, sugar cane),. There has also been a considerable Asian 

minority (especially from Japan, Korea and Syria-Lebanon, creating communities mostly 

located nowadays in the area around São Paulo). The Amerindian population is now some 

750 000 and, although this may seem rather low, it conceals an significant process of 

consolidation given that the indigenous population barely totalled 100 000 in the 1970s. 

This means that one of the main features of modern Brazilian society is its multiracialism. 

From an ethnic point of view, it is estimated that 47.7% of the population are of European 

origin, almost 43.1% are mixed-race, 7.6% of African origin, 1.1% of Asian origin and 

0.4% of indigenous origin (Amerindian). 

Of Brazil’s population of 200 million (TABLE 2 - I), 84.3% live in cities, which are steadily 

growing, and 14 now boast populations of over one million. A quarter of the population live 

in 5 large metropolitan areas: São Paulo (with a population of over 20 million, currently the 

world’s third largest megalopolis after Tokyo and Mexico City); Rio de Janeiro (12 million); 

Belo Horizonte (approximately 5.6 million); Porto Alegre (over 4 million); and Recife 

(almost 4 million). The traditional migratory flows from the south to the new agricultural 
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areas in the north (Amazonas, Pará) and centre-west (Mato Grosso) slackened in the 

1990s, although there is still migration from the north-east to these regions. 

Despite the substantial increase in public health expenditure in recent years (4.1% of GDP 

in 2011), childhood mortality is still very high (2.51%, reaching 3.77% in the North-east 

region). The World Health Organisation shows, moreover, that life expectancy is 73.1 years 

in Brazil (TABLE 2 - III), less than in certain other Latin American countries: Chile (77.5), 

Cuba (77.2), Uruguay (75.2) and Argentina (75.0).  

Demographic growth slowed up as the urbanisation process was consolidated (TABLE 2 -

 II). It is expected that the annual growth rate will drop into negative figures by 2050. 
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2.  THE BRAZILIAN ECONOMY: BASIC DATA 

 

2.1.  General economic structure: agro-trade capacity, industrial 

diversification and gradual move towards the tertiary sector 

Brazil still shares many structural indicators of developing countries. Income inequality, for 

instance, remains severe with 11% of the population living on less than USD 2 per day. The 

OECD reports that 21.4% of the population is still ravaged by poverty, in rural areas in 

particular. 

At the same time, however, Brazil is one of the biggest economies in the world with a GDP 

of around USD 2 213 billion (TABLE 2 - VI), ranking it sixth in the world. Its per capita 

GDP of just over USD 11 000 (TABLE 2 - VII) (USD 12 100 in PPP - purchasing power 

parity) makes it part of the group known as the ‘major emerging economies’ (grouped 

together as BRICs - Brazil, Russia, India and China).  

Brazil may be distinguished from other newly industrialised BRICs countries by its agro-

export tendency: whilst China and Russia are net food importers, and India has a slightly 

positive trade balance in terms of agrifood, Brazil is a first-class agriculture exporter 

reaching an all-time high of EUR 65 billion sales in 2012. As Brazilian imports are very tiny 

compared to the value of exports, Brazil enjoys high agricultural trade surplus (of EUR 57 

billion in 2012). 

The fact, however, that Brazil is a true agricultural superpower and a market leader in 

many products (TABLE 3) does not in any way mean that the Brazilian economy is 

basically agrarian. The primary sector strictu sensu accounts for barely 5.5% of GDP in 

2013. 

Brazil has a large diversified industrial base around São Paulo, Rio de Janeiro and Minas 

Gerais (South-Eastern region) which accounts for 26.4% of GDP in 2013 (with 13.3% of 

labour force).  

It is the services sector, however, that has reported the highest growth rates recently and 

now represents 68.1 of GDP and 71% of working population. Like the processed products 

industry, it is mostly located around the large metropolises to the South-East, and rapid 

expansion is due to the both financial and TIC sectors.  

In consonance with such a heterogeneous economy, Brazil’s foreign trade is also distributed 

over a wide range of countries. The EU is still Brazil's number one export destination, 

although its share is declining. Latin America is also a main trading partner. This position 

provides Brazil with an increasing capability to exercise its vocation as the region’s political 

and economic leader, and its position at the head of MERCOSUR makes it the main driving 

force behind South American integration. Brazil is intensively looking for new markets in 

Mediterranean and Middle East markets as Russia is gradually closing its market for 

Brazilian supplies. 
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TABLE 2. BRAZIL’S MAIN SOCIOECONOMIC AND MACROECONOMIC 
INDICATORS (2011/2014) 

 2011 2012 2013 2014 

I. Population 

(millions) 

196.9 198.7 200.0 (p) 202.0 (p) 

II. Population growth 

(%) 

0.88 0.87 0.86 0.83 

III. Life Expectancy at Birth 

(years) 

73.3 73.1 -- -- 

IV. Unemployment rate 

(%) 

6.0 5.5 4.8 (p) 5.6 (p) 

V. Real growth in GDP 

(% change) 

2.7 1.0 2.3 (p) 2.3 (p) 

VI. Nominal GDP 

(billions of USD) 

2 476.7 2 249.0 2 213.5 

(p) 

2 170.5 

(p) 

VII. Nominal GDP per capita 

(USD) 

12 576 11 321 11 047 (p) 10 743 

(p) 

VIII. Consumer Price Index 

(% change) 

6.6% 5.4% 6.2% (p) 5.9% (p) 

IX. Current Account Balance 

(% of GDP) 

-2.1 -2.4 -3.7 (p) -3.7 (p) 

X. Trade balance 

(Exports-Imports) 

(billions of USD)  

 

+29.8 

 

+19.4 

 

+2.6 (p) 

 

+4.7 (p) 

XI. Trade balance 

(% of GDP) 

1.2 0.9 0.1 (p) 0.2 (p) 

XII. Exchange rate 

(REAL / €, end of period) 

2.43 2.70 3.25 (p) 3.05 (p) 

(p): Estimated 

Source: IHS Global Insight (2014): 'Country Intelligence Report - Brazil', Report of 6 March 2014 (page 11).  

 

2.2.  The (controversial) role of 'agri-trade' in Brazilian development 

As a result of the successive measures towards commercial openness applied since the 

beginning of the 1990s, Brazilian imports of goods and services are increasing and 

consolidating, spurred on by internal demand.  

In these circumstances, the agrifood trade balance operating a steadily increasing surplus 

plays a crucial role in the balanced, sustained development of the Brazilian economy. 

Nevertheless, Brazil’s economic growth in recent years (1.0% in 2012 and 2.3% in 2013) 

(TABLE 2 - V and FIGURE 1) is still very much at odds with the levels attained by other 

large emerging economies (China, for instance, 7.6% in 2013, Indonesia with 5.3%, Chile 

with 4,4%, or India and Turkey with 3.8%). The envisaged growth rates for next years are 

still a far cry from those of its main competitors around the world. 

FIGURE 2, which shows the amount of manufacturing exports of the BRIC countries and 

Turkey, suggests that the levels for Brazil, India, Russia and Turkey were very close until 

2001. If one excludes Russia, whose trade patterns (surpluses) were largely dependent on 

exports of natural resources with manufacturing accounting for less than 15% of total 

exports (in 2011), Brazil was the country with the smallest progress achieved during the 

last decade in terms of an increasing of manufacturing exports. In fact, relative to total 

exports, the share of manufacturing goods has declined by more than 50% since 2000, 

reaching now only 33% of total in 2011. 
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As we have already mentioned, it could be argued than while Brazil has weak performance 

as a manufacturing exporter, it becomes a champion in the export of agricultural goods. 

However, as shown in FIGURES 2 and 3, in terms of value, the amount of such exports is 

even smaller than manufacturing exports. Industrial specialisation has made Brazil a large 

and performing exporter of automobiles, portable telephones and airplanes (Embraer for 

example is the world’s largest producer in terms of small and medium range aviation). In 

fact, what the FIGURES 2 and 3 highlights is the impressive rise in commodity exports, 

representing about 65% of total exports.  

While commodity-driven exports usually deliver large benefits, these tend to be temporary 

and unsustainable. If the on-going 'commodity super-cycle' started in 2006/2007 ends (in 

fact, now it is in process of stagnation), the Brazilian economy may be severely hurt and 

find it difficult to create alternatives sources of growth. 

 

FIGURE 1: BRAZIL’S ECONOMIC INDICATORS 

 
 

It does not appear that agriculture, despite the fact it has grown twice as much as the 

economy overall, has been a sufficient driving force to take up the trade opportunities 

arising from the globalisation era. It could be said to a certain extent that Brazilian 

agriculture has been the victim of its own success. The considerable impact of exports of 

commodities, together with the high interest paid out for foreign capital, has repeatedly led 

to appreciation of the Real (R$). If, moreover, the phenomenon goes hand in hand with 

extremely volatile world prices for basic products, this paves the way towards fluctuations 

in exchange rates, and agricultural income crises become recurrent. This is exactly what 

happened in 2005: a typical ‘scissor effect’ took place due to the combined effects of a fall 

in world prices for basic agricultural products, the higher cost of inputs (fuel) and an 

increase in the exchange rate. 

 

  



Policy Department B: Structural and Cohesion Policies 
___________________________________________________________________________________________ 

PE 529.052  18 

FIGURE 2: MANUFACTURING EXPORTS    FIGURE 3: BRAZIL COMMODITY EXPORTS 

 

Source:  CEPS (2013): 'Brazil and the EU in the global economy', Working Document Nº 371, February 2013, 

page 3. 
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3.  BRAZILIAN AGRICULTURE: A LEADING SECTOR AT 

INTERNATIONAL LEVEL 

 

3.1.  Basic data 

Potential agricultural land in Brazil is 264.5 million ha, an area exceded only by China, 

Australia and the US. At the present time, however, three quarters of this area is 

permanent pasture (160 million ha), and barely a quarter is arable land (72.4 million ha in 

2012, 8.5% of total land area). Within this context, the Brazilian Authorities are adamant it 

has the capacity to turn no less than 30 million ha of grazing land into agricultural land 

over the next 10 years (an area equivalent to 16% of agricultural land in EU-27), adding 

that this could be done without even touching the Amazon rainforest and with no loss of 

livestock farming and milk production, thanks to technological development. 

Agriculture and livestock farming currently account for 5.5% of Brazil’s GDP. This is a 

substantial percentage demonstrating a great degree of stability in comparison to what is 

happening in other large emerging economies such as China or India where the primary 

sector has lost economic clout even though percentages continue to be reasonable. 

On the one hand, the sector provides around 15.7% of the country's workforce, which in 

turn reveals its overall low productivity and explains the steady decline since the mid-

1990s. At the same time, despite rapid development in other sectors, manufacturing and 

service industries, as mentioned above, agrifood exports are still the main trading 

commodity, accounting for more than 38% of total exports.  

Nor can we neglect the crucial role of agriculture in the social and economic equilibrium and 

the arrangement of such a vast space with extensive geo-climatic diversity. This is 

considerably enhanced by the fact that Brazil has created an intermediate industry 

throughout its territory in close proximity to arable land and farms, thereby generating 

synergies and creating high added value for its basic products.  
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TABLE 3. BRAZIL'S MAIN AGRICULTURAL PRODUCTS 

 

 Surface 2012 

(million ha) 

Production 

(million tonnes) 

PERMANENT CROPS                                      12.3 

 

Sugar cane 

 

8.5 2003: 389 Mt cane 

2012: 589 Mt cane 

(38 Mt sugar; 23.6 

billion litter 

bioethanol) 

Coffee 2.3 2012: 3.0 

Oranges 

 

0.8 2003: 16.9 

2012: 19.9 

ANNUAL CROPS (2012)                             51.2 

 

Soybeans 

 

2012: 25.0 

2013: 27.7 

 

2003: 52.0 

2012: 66.4 

2013: 81.5  

Maize 

 

15.1 2003: 47.9 

2012: 72.9 

2013: 77.9 

Beans (feijão) 3.2 2012: 2.9 

Rice 2.4 2012: 11.6 

Wheat 2.1 2012: 5.7 

Manioc 1.8 2012: 24.8 

Sorghum 0.7 2012: 2.2 

Cotton 1.3 2012: 4.8 

MEATS 

 

Beef  

(million tonnes – carcass weight) 

 

 

-- 

2011:   7 447 

2012:   8 015 

2013:   8 386 

Poultry meat 

 

 

-- 

2011: 12 863 

2012: 12 645 

2013: 12 821 

Pork meat  

(million tonnes – carcass weight) 

 

 

-- 

2011:   3 388 

2012:   3 532 

2013:   3 551 

Sources: CONAB, IBGE and MAPA. 

 

Finally, we must include some mention of substantial structural duality, also the product of 

the heterogeneity nature of Brazil’s ‘agricultures’. In short, Brazil includes two agriculture's 

models: 

-  The 'agri-business': 800 000 commercial farms, which 165 000 (3.2% of total), with 

an average size of 500 ha over 62.7% of agricultural land. Following enormous 

agricultural expansion in the Central-Western region with its lower land prices, the 

latifundio farming businesses are gradually taking over with more than 2 000 ha of 

land, so that barely 1% of the farms now account for 42.5% of agricultural land. It is 

these macro-holdings that have casually slipped in to spearhead the main 

agribusiness sectors in Brazil. We should remark that agribusiness as a branch 

(filière) per se (an economic unit including inputs basic foodstuffs and processed 

products - sugar and alcohol, paper and cellulose, furs and wood products - as well as 
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distribution activities), now contributes 22% of Brazil’s GDP, almost four times the 

share of GDP of the agriculture sector strictu sensu. It also accounts for 37% of all 

jobs, 43% of exports and 86% of the overall trade surplus. 

-  The 'family farming': 4.3 million farms, which 3 million with an average size of 25 ha 

(similar to the European dimension), representing 5.1% of the agricultural surface. 

Just 450 000 farms are oriented to the market and 1.3 million reach a sustainable 

income. Other 2.6 million are poor farmers. 

TABLE 4. WORLD RANKING OF BRAZIL’S  

MAIN AGRICULTURAL PRODUCTS (2011/2012) 

 World 

Ranking 
Production 

Share of 

World 
Production 

Growth 

Projections 
2012/2022 

World 

Ranking 
Exports 

Share of 

World 
Exports 

Orange 
juice 

 

1st 57% +22% 1st 81.7% 

Coffee 
 

1st 38% +41% 1st 29.4% 

Sugar 
 

1st 22% +26% 1st 43.3% 

Soya 
(beans 

and 
processed 
products) 

 
2nd 

 
28% 

 
+23% 

 
2nd 

 
40.7% 

Maize 

 

3rd 7% +18% 4th 12.2% 

Beef Meat 

 

3rd 13% +32% 1st 17.0% 

Poultry 
Meat 
 

3rd 16% +56% 1st 36.0% 

Pork Meat 
 

4th 3% +22% 4th 8.9% 

Source: Ministère français de l´agriculture, de l´agroalimentaire et de la foret (2013): Les politiques agricoles à 
travers le monde – Brésil (p. 3). 
 

3.2.  Production structure (I): main vegetable sectors 

Although, as we have already mentioned, the total percentage of agriculture as reflected in 

GDP has remained stable over the last ten years, the production structure has changed 

considerably following the deregulation and liberalisation measures applied, and the 

increasing openness and globalisation of world markets. 

Annual crops such as soybean, maize, tapioca, cotton or sugar cane now account for 80% 

of the land sown (TABLE 3), and day after day they demonstrate their great dynamism 

and ability to adapt to both end markets and livestock markets. Ligneous products (coffee, 

cocoa and citrus fruits) represent barely 9% of land in Brazil. 
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3.2.1.  Soybean 

The main transformation has been in the soybean subsector, which increased from 

13 million ha sown in 1999 to 25 million in 2012, mostly in the states of Mato Grosso, 

Paraná and Río Grande do Sul. With a total production of 66.4 million tonnes in 2012 

(TABLE 3), rising to 81.5 million in 2013. Soybean success was largely due to the floating 

and devaluation of the real in 1999, which substantially increased domestic prices. 

Consideration should likewise be taken of better yields (now similar to US yields) and the 

explosion of the soybean products industry (oilcakes as animal feed, soy oil and soy milk). 

A vast majority of soybean crops are transgenic (see section 4.2.). In order to overcome 

EU trading restrictions on genetically modified organisms, a clear specialisation by zones 

(or states) is operated, depending on the destination of exports. 

Brazil is the second largest soybean exporter after US, handling 40.7% of the world market 

(TABLE 4). Its main customers are the EU (17 million tonnes) and China. Both the OECD 

and FAPRI believe that over this decade soybean land is set to increase by a further 10 

million ha, and this would make Brazil the world’s largest exporter with a 45% share of the 

market.  

Some account must nevertheless be taken of the upsurge in livestock farming in Brazil, 

especially poultry farming, which now accounts for two thirds of internal production. There 

is also the compulsory implementation of biodiesel blending. This could eliminate a large 

slice of production originally earmarked for overseas markets. 

3.2.2.  Sugar cane and ethanol 

With 8.5 million ha, Brazil is far and away the world’s leading producer of sugar cane, 

accounting for one third of global production. The subsector is also the fastest growing part 

of Brazil’s agribusiness due to the explosion in exports in recent years (43.3% of world´s 

exports - TABLE 4) and the high prices fetched by sugar and bioethanol (which split cane 

boom: 589 million tonnes in 2012 - TABLE 3). In this context, although only one third of 

its production is sold abroad, Brazil is also one of the world’s largest exporters of sugar and 

bioethanol (TABLE 4). 

Sugar production for 2012 was estimated at 38 million tonnes. Russia is the country’s 

biggest market. With respect to the future, Brazil can rely on the favourable impact of trade 

exchanges in the short term following the abolition of European quotas (see section 

5.2.3.1.), which was also the result of the successful panels instigated by Brazil and other 

countries against EU sugar export subsidies (WT/DS265/AB/R, WT/DS266/AB/R and 

WT/DS283/AB/R, 28.4.2005). Heavy investment in the sector merely confirms Brazilian 

exporters’ decisive interest in rapidly stepping up their trade potential. 

With respect to bioethanol, the Brazilian authorities have actively promoted this since 1975, 

and declared it a strategic sector in 2006. Three quarters of all cars on the internal market 

can now use this type of fuel, with a blend percentage of 20-25%. In 2012 ethanol 

production was 23.6 billion litres, of which around 10% was exported. The main customers 

are India, the US, Korea, Japan and the EU (see section 4.3.1.). EU could become major 

purchaser if the new agreement from the on-going negotiations with MERCOSUR is 

concluded and the European Institutions decide to reduce the support to the internal 

production of biofuels. 

https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds266_e.htm
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds266_e.htm
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3.2.3.  Fruit 

Brazil is a net exporter of fruit in general, especially oranges. It is the largest orange 

producer in the world with approximately 19.9 million tonnes per year (TABLE 3), followed 

by the US and Mexico. The harvested area, mostly located around Campinas in São Paulo 

state, has fallen steadily since 1990, making way for the expansion of sugar operations. 

Yields have improved, however, and this has maintained production levels. 

In total, 80% of orange production is processed into juice and exported, with Brazil 

accounting for 80% of the total world market: 70% is exported to the EU, followed by the 

US and Japan.  

Brazil is also the leading world producer of bananas, but is not a significant exporter and 

practically all production focuses on the domestic market. 

3.2.4.  Other vegetable products 

Some other major crops are coffee, maize and cotton. 

Brazil is the largest coffee producer in the world with 3 million tonnes in 2012, followed by 

Vietnam, Indonesia and Colombia. It is also the world’s leading exporter, with 29.4% of 

total world trade (TABLE 4). The main coffee-producing region is the south-east (Espirito 

Santo, and Minas Gerais in particular). 

The Latin American giant is also the third largest maize producer in the world after the US 

and China. Yield varies from harvest to harvest, but production for 2013 was 77.9 million 

tonnes (72.9 Mt in 2012) (TABLE 3). Although most production, located mainly around the 

southern and Central-Western regions, is used as animal feed for the domestic market, 

Brazil has been exporting its trade surplus since the year 2000. Thus by 2011/2012 it had 

become the world’s fourth largest maize exporter (TABLE 4), and this trend looks set to 

continue. 

Finally, with 1.3 million ha, Brazil is also the world’s fifth largest cotton producer after 

China, the US, India and Pakistan. Cotton production (4.8 million tonnes in 2012) is 

concentrated in the centre-west (Mato Grosso) and is growing, with significant increases in 

yield. This has led to expectations that, if 40% of production is being exported at the 

present time, trade will considerably increase in the medium term and Brazil will thus 

consolidate its position as one of the world’s largest exporters. The positive outcome of the 

WTO panel (WT/DS267/AB/R, 3.3.2005) opposing US cotton subsidies, submitted by Brazil 

with the support of other countries, merely confirms the determination of exporters to 

increase their market share. 

3.3.  Production structure (II): main animal sectors 

3.3.1.  Beef 

Brazil has the second largest cattle herd in the world after India, and is the third largest 

beef producer (7 447 million tonnes of carcass in 2011; 8 015 million tonnes in 2012; and 

8 386 million tonnes in 2013) (TABLE 3). Three quarters of production is on modern 

specialised farms with over 500 cattle on average, with an extensive grass-fed system. 

Most operations are concentrated in the vast pastures of the Central-West, and smaller 

concerns to the South and South-East. 

Natural or sown pastures, assisted to a certain extent by large-scale production of soybean, 

maize and sorghum, create a product of acknowledged quality at extremely competitive 

prices, using vegetable-based feed almost exclusively. Additionally, in 1996 the Brazilian 

http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds267_e.htm
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Government placed a ban on the use of animal meal and proteins as ruminant fodder to 

vouch for its exports after the ‘mad cow’ scandal. 

Thanks to a competitive exchange rate and gradual reduction of areas affected by Foot and 

Mouth Disease (FMD), there has been a spectacular increase in Brazil’s exports, mainly 

fresh meat to Russia and the EU. Approximately 10% of slaughterhouses are certified, and 

thus officially approved for export to the EU. However, it is estimated that over half of 

production does not meet the compulsory health requirements and is bought up on the 

domestic market, and it could be felt that a portion of this may find its way into exports if 

controls are ineffective. 

Beef consumption is very high indeed (around 25 kg per capita), albeit with substantial 

differences depending on regions and income. 

3.3.2.  Poultry 

The poultry industry has experienced an extraordinary annual growth rate of no less than 

13% since 1990, making Brazil the world’s third largest poultry producer with 12 821 

million tonnes of meat in 2013. This position is set to be consolidated over this decade due 

to production is increasing. 

The sector is modern and extremely competitive, with a high degree of vertical integration, 

and accounts for almost 65% of internal soya meal consumption. Even though 70% of 

poultry is sold on the domestic market, exports are steadily increasing and represented   

36% of the world market in 2012. 30% of exports are whole poultry sold to the Middle 

East. There is an increasing demand, however, for poultry cuts, and these now account for 

more than 60% of exports, mainly to the EU, Asia and Russia. 

3.3.3.  Pork 

Pork is the country’s third largest meat sector, and Brazil is now the world’s fourth largest 

producer after China, the EU and the US, with 3 551 million tonnes of carcass in 2013 

(TABLE 4). It is also the fourth largest exporter after the EU, the US and Canada, even 

though 2 million tonnes are consumed on the domestic market (TABLE 4). The main 

customer is Russia, with 60% of exports. Production potential is considered to be enormous 

if Brazil can solve the sector’s ongoing problems in relation to disease control. 

3.4.  Agricultural trade  

It is often forgotten that the lion’s share of Brazil’s agricultural production is consumed on 

the domestic market, and barely a quarter is exported. In any case Brazil is a major player 

in global agricultural trade, accounting for 7.3% of total agricultural exports and it has 

constantly increased its share of the world’s agriculture markets. It is now the world’s third-

largest exporter of agricultural products, only behind the EU and The US.  

Brazil is the world´s leading exporter of sugar, coffee, orange juice, beef, and poultry 

(TABLE 4). Brazil´s main agricultural exports increased significantly over 2007-2012. 

Soybean products remain the largest export, followed by sugarcane products (sugar and 

bioethanol), meat (especially poultry and beef), coffee and cereals. Together, these 

commodities accounted for 31.8% of total Brazilian exports in 2012. 

The present structure of exports has undergone a radical modification in recent years. 

Originally confined to tropical products (coffee, orange juice and sugar), they have 

gradually diversified to cover practically all agricultural sectors except wheat (here Brazil is 

still a large net importer, mainly supplied by neighbouring Argentina). 
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Brazil’s largest customer in terms of agricultural products is by far the EU (25%) followed 

by China (17.5), the US (7.1%), Russia (4.3%) and Japan (3.7%). The importance of China 

as a trading partner for Brazilian agriculture increased substantially during the last period 

at the expense of the US. In 2007, China purchased 8% of Brazilian agri-food exports, 

which corresponded to some USD 4.7 billion; this amount more than tripled to USD 16.5 

billion in 2011. At the same time, while in 2000 the US accounted for 10% of total agrifood 

exports, now represent 7.1%. 

3.5.  EU agricultural trade with Brazil 

The EU is specialized in the export of final products to Brazil (57.5% of total in 2013). 

TABLE 5 and FIGURE 4 show the composition of EU agricultural exports by products and 

categories.  

Olive oil weighs the most heavily in the basket of exported products to Brazil (16.1% of 

total in 2013). Spirits and liqueurs come second with 139 million in 2013 (9%). They are 

followed by fruits and vegetables preparations (8.4%), wines and vermouths (8.4%) and 

fruits (4.4%). Albeit Brazil remains a main agricultural trading partner of the EU, 

agricultural products represent just 3.9% of the total European exports to this country. 

In contrast, more than 40% of Brazilian exports to the EU are agricultural products 

(TABLE 5). In fact, Brazil is the EU's top agricultural import partner (14% of imports in 

2012), followed by the US (8%), Argentina (6%), China (4%) and Switzerland (4%) 

(FIGURE 5). 

Oilcakes and soybeans constitute the largest category, with 41% of total Brazilian agrifood 

exports, followed by coffee, fruit juices, meat preparations, raw tobacco, raw sugar and 

bovine meat (TABLE 5). 
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TABLE 5. EU 28 AGRICULTURAL TRADE WITH BRAZIL in 2010-2013 

(1 000 euros) 

EU EXPORTS / 
EU IMPORTS: 

(1000 Euro) 

 
2010 

 
2011 

 
2012 

 
2013 

% 
share 
in all 
Agri 

produc
ts 

2013 

I. TOTAL EU EXPORTS 31 478 486 35 773 850 39 675 760 40 097 913  

II. AGRICULTURAL 

EXPORTS 

1 142 952 1 300 939 1 459 649 1 544 270 

% of Agricultural products 

(I) in Total II) 

 
3.6% 

 
3.6% 

 
3.7% 

 
3.9% 

 
100 

Commodities 90 918 38 758 58 407 61 560 4.0 

Intermediate 414 337 443 562 499 533 525 907 34.1 

Final products 582 468 738 070 811 910 888 539 57.5 

Other products 55 229 80 549 89 799 68 265 4.4 

III MAIN EU EXPORTS      

Olive oil 164 014 180 675 222 119 249 305 16.1 

Spirits and liqueurs 95 061 138 408 127 774 139 545 9.0 

Fruits and vegetables 

preparations 

90 860 82 980 114 220 130 449 8.4 

Wine and vermouth 101 212 117 598 114 873 116 897 7.6 

Fruits - fresh or dried 57 669 88 853 89 583 86 467 5.6 

Malt 80 099 64 777 70 072 68 262 4.4 

Preparations of cereals, 

flours, starch or milk 

 
39 695 

 
44 201 

 
51 677 

 
67 067 

 
4.3 

Waters and soft drinks 43 970 72 248 79 689 58 324 3.8 

IV. TOTAL EU IMPORTS 33 356 000 39 096 234 37 421 420 32 965 485  

V. AGRICULTURAL 

IMPORTS 

11 937 311 14 081 864 14 457 892 13 314 694 

% of Agricultural products 

(I) in Total II) 

 
35.8% 

 
36.0% 

 
38.6% 

 
40.4% 

 
100 

Commodities 2 985 423 3 032 170 3 548 895 3 472 797 26.1 

Intermediate 3 548 368 4 347 982 4 635 133 4 278 363 32.1 

Final products 5 392 450 6 698 306 6 223 810 5 462 227 41.0 

Other products 11 070 3 406 50 054 101 308 0.7 

VI. MAIN EU IMPORTS      

Oilcakes 2 722 693 2 899 529 3 578 414 3 347 144 25.1 

Soybeans 1 989 338 1 950 142 2 573 905 2 153 519 16.2 

Coffee, tea and mate 2 104 315 3 142 881 2 562 978 1 828 675 13.7 

Fruit juices 769 473 896 177 1 047 506 1 126 595 8.5 

Meat preparations 719 783 769 794 751 502 661 959 5.0 

Raw tobacco 671 681 762 590 762 775 639 283 4.8 

Raw sugar 448 567 936 276 574 918 466 820 3.5 

Bovine Meat 262 005 330 433 345 363 396 033 3.0 
Source: European Commission (2014): 'EU 28 agricultural trade with Brazil', February 2014. 
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FIGURE 4. EU-28 AGRICULTURAL TRADE WITH BRAZIL IN 2013 

 
Source: European Commission (2014): 'EU 28 agricultural trade with Brazil', February 2014, page 2. 
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FIGURE 5. EU-27 IMPORTS OF AGRICULTURAL PRODUCTS in 2012 

 

Source: European Commission (2013): 'Agricultural trade in 2012: A good story to tell in a difficult year?', 

Monitoring Agri-trade Policy 2013 -1, p. 9.  

3.6.  Brazil´s international position 
 
As a net food exporter, Brazil forms part of the Cairns Group1 actively pressing for full 

agricultural trade liberalisation as a component of multilateralism. The complaints 

successfully submitted to the WTO’s Dispute Settlement Body in opposition to the EU 

(sugar) and the US (cotton, fruit juices) ratify Brazil’s interest in extracting maximum 

advantage of trade potential in its agricultural sector in the era of globalisation. 

Although on the face of it this may seem a contradiction, Brazil is also a founder member of 

another group known as G-202, a conflictive jumble of countries undergoing 

industrialisation processes. Speaking out in defence of its emerging manufacturing and 

service sectors, it succeeded in foiling the Cancun Summit, and continues to oppose 

European and US demands to open up and liberalise internal markets. Brazil’s involvement 

in the G-20 clearly reflects the present diversification of its economy.  

                                                 
1  Although the common denominator of the Cairns Group nations is their status as major agricultural producers, 

there are a number of differences among them. Some are developed countries (Australia, Canada and New 
Zealand), others are emerging middle-income economies (South Africa, Argentina, Brazil and Chile), and 
certain others are obviously developing countries (Bolivia, Colombia, Costa Rica, the Philippines, Guatemala, 
Indonesia, Malaysia, Paraguay, Thailand and Uruguay).  

2  Since this is a group with some extremely variable geometry, known for this reason as G-20+, the following 
may be considered to be members: South Africa, Argentina, Bolivia, Brazil, Chile, China, Cuba, Egypt, the 
Philippines, India, Indonesia, Mexico, Nigeria, Pakistan, Paraguay, Thailand, Tanzania, Venezuela and 
Zimbabwe. 
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Additionally, Brazil is increasingly emerging as a regional leader and has become the main 

champion of the renewal of the EU/MERCOSUR agreement3. This obviously has an economic 

objective: to consolidate and increase its share in one of the world’s largest markets. 

However, the move also conceals a political objective: to strengthen large-scale relations 

with the EU as the world’s largest integration project, and to secure the leadership of Latin 

American integration for Brazil, thereby providing greater guarantees of assistance to cope 

with US pressure towards bilateral free trade agreements with its southern neighbours. 

  

                                                 
3  The Common Market of the South (MERCOSUR) was founded in 1991 by the Treaty of Asuncion, which 

provided for the progressive establishment of a single market and a customs union. MERCOSUR brings 
together Argentina, Brazil, Paraguay, Uruguay, and most recently, Venezuela, which officially joined in July 
2012. 
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4.  CONFLICTS AND POTENTIALLY CONFLICTIVE ISSUES 

IN EU-BRAZIL RELATIONS: AN OVERVIEW 

Agriculture has often been considered as one of the most controversial issues in EU-Brazil 

relations, and particularly in their trade relations.  

4.1.  An analysis of EU-Brazil trade conflicts  

4.1.1.  Accusations of protectionism and the CAP are two of the main stumbling 

blocks in EU-Brazil relations 

Trade interaction between the EU and Brazil takes place at several policy levels: 

multilaterally, through the WTO framework; inter-regionally, through the EU-MERCOSUR 

dialogue; and bilaterally through dialogue as part of their Strategic Partnership4.  

Better market access for Brazil’s agricultural exports has represented one of the most 

sensitive issues in trade negotiations. Brazil denounced, on several occasions, the EU’s 

'agricultural protectionism'5, both through dispute settlement at the WTO and during the 

Doha Round negotiations. As mentioned above, Brazil belongs to the Cairns Group (see 

section 3.6.). During the current WTO Doha Round of negotiations, this group has 

promoted agricultural trade liberalisation and has harshly criticised the EU's Common 

Agricultural Policy, arguing for major reductions in domestic support for all agricultural 

products, increased access opportunities for their agricultural products and the elimination 

of export subsidies. 

Brazil's traditional demands concern Non-Tariff Barriers (NTB, considered as a 'disguised 

barrier to trade'), which Brazil claims reduce its access to the EU's market.  NTBs include 

any policy measures other than tariffs that can impact trade flows, such as domestic 

legislation covering health, technical or the environment. Among NTBs are Sanitary and 

Phytosanitary Measures (SPS) and Technical Barriers to Trade (TBT)6. The SPS Agreement 

and the TBT Agreement of the WTO aim to guarantee that standards are not misused as 

disguised protectionist measures, but SPS measures remain a sensitive issue between the 

EU and Brazil. 

This was the intended objective of the WTO reforms, which aimed at increasing market 

orientation of the sector and thereby contributing to enhancing its competitiveness. At the 

same time, direct payments were introduced, ensuring a certain degree of income stability 

to producers. 

4.1.2.  Brazil has brought several complaints against the EU at the WTO 

Brazil has already brought complaints against the EU at the WTO, some of them concerning 

agriculture, regarding the poultry sector in particular (against the EU's implementation of 

the Tariff Rate Quota for the import of certain poultry products in 1997 and a new 

                                                 
4   In June 2012, at the Rio+20 Summit, the European Commissioner for Agriculture and Rural Development, 

Dacian Cioloş, and the Brazilian Minister for Agriculture, Livestock and Food Supply, Mendes Ribeiro Filho, 
signed a Memorandum of understanding to establish a dialogue on agriculture. The objectives are to promote 
mutual understanding and bilateral technical cooperation in the field of agriculture and rural development and 
to strengthen the exchange of information for a 'timely and efficient resolution of any arising issues'. 

5   According to experts, Brazil still has one of the most protected economies in the world , particularly in the 
industrial sector. EU exports to Brazil consist principally of manufactured goods (machinery and transport 
equipment). 

6    SPS measures aim to provide a certain level of food safety for consumers, as well as to protect human, animal 
and plant health. TBT refers to labelling and marketing standards, as well as norms for sizes, quality classes 
and other physical attributes of products. 



Policy Department B: Structural and Cohesion Policies 
___________________________________________________________________________________________ 

PE 529.052  32 

nomenclature for frozen boneless chicken cuts that increased customs duties for Brazilian 

imports to the EU in 2002), and sugar (export subsidies). The result of the sugar dispute 

strengthened the position of opponents of agricultural subsidies, and opponents of EU 

export subsidies in particular, both amongst WTO Members and within the EU.  

4.1.3.  Agriculture-related tensions in the EU-MERCOSUR trade negotiations  

When the talks were relaunched in 2010, the EU beef, pork and poultry sector were 

particularly worried about an increase in MERCOSUR exports to the EU. In addition, 14 

Member States voiced concerns in the Council on the EU higher animal welfare standards, 

quality orientation and environmental considerations that put the EU at a competitive 

disadvantage vis-à-vis MERCOSUR countries.  

Experts have highlighted that the unwillingness of the EU to reduce the protection of its 

agriculture was one of the elements that blocked the EU-MERCOSUR negotiations on the EU 

side. On its side, Brazil wanted to maintain high barriers in strategic industrial sectors for 

the EU like services and the car industry. 

4.1.4.  In 2011, Brazilian pigmeat production failed to get the EU Food and 

Veterinary Office seal of approval 

The EU Food and Veterinary Office found that the pigmeat production system in the 

Brazilian State of Santa Catarina could not guarantee that exports destined for the EU 

market would be free from the growth promoter Ractopamine, which is banned in the EU.  

4.1.5.  Potential upcoming frictions between the EU and Brazil concerning bovine 

trade  

Brazil may be considering triggering dispute resolution in the WTO against the EU, 

concerning the requirements faced by Brazilian exports of beef products to the EU under 

the so-called ‘Hilton Beef Quota’ (quality beef).  

4.1.6.  A 12-year Brazilian ban on EU beef and breeding cattle lifted in May 2013 

In May 2013, Brazil lifted its ban on EU beef and breeding cattle, which had been in place 

since 2001 due to BSE (i.e. 'mad cow') concerns. Exports to Brazil could now restart. The 

EU had considered these measures as overly restrictive, scientifically unjustified and going 

beyond international standards. After the ban was lifted, the Commission asked Brazil to 

improve its procedures for imports, in line with the international rules of the World 

Organisation for Animal Health. The Commission considers that Brazilian legislation is still 

overly burdensome, non-transparent and lengthy, as it still requires bilateral approval 

procedures and accreditation of establishments before export.  

4.1.7.  A focus on export subsidies: harshly criticised by Brazil, they have become 

marginal in the CAP budget 

A reformed CAP has been considered a crucial requirement to improve trade relations 

between the EU and Brazil.  

As a result of CAP reforms since 1992, the has CAP moved away from measures perceived 

to be the most trade-distorting, such as market intervention and especially export 

subsidies; price support has declined substantially and direct payments take mostly the 

form of decoupled payments (more than 90%), which are WTO compatible. The latest 
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reform kept the market orientation of the CAP. As a result, budgetary expenditure related 

to market measures has strongly declined (FIGURE 6). 

Export subsidies (or 'export refunds'), which seek to encourage EU agricultural exports 

through financial support, have been particularly criticised by Brazil. However, the use of 

export refunds by the EU has decreased over time (FIGURE 7), in terms of expenditure, 

quantities and product coverage. This is the result of successive CAP reforms, WTO 

agreements (as they are disciplined under WTO rules) and price developments on world 

markets. 

FIGURE 6. THE PATH OF CAP EXPENDITURE, 1980-2020 
(CURRENT PRICES) 

 
Source: European Commission. 

 

As a result, in 2012, export refunds represented EUR 147 million, i.e. only 0.3% of the 

European Agricultural Guarantee Fund expenditure, while in 1993 the refunds reached EUR 

10.2 billion.  

Furthermore, following the CAP reform for 2014-2020, export refunds have ceased to exist 

as a means of systematically supporting a sector. The new CAP maintains export refunds as 

a measure that may cover certain products, under certain market conditions (exceptional 

market disturbance), depending on the particular situation of each product concerned. 

Without prejudice to the application of exceptional measures, the refund available should 

be zero. 

In addition, in the WTO Bali Ministerial Declaration on export competition (of 7 December 

2013), Ministers reaffirmed their commitment 'to the parallel elimination of all forms of 

export subsidies and disciplines on all export measures with equivalent effect'.  

Moreover, following the CAP reform, in accordance with the principle of market orientation 

of the CAP, tools aimed at controlling supply will be dismantled, in particular concerning 

https://mc9.wto.org/bali-ministerial-declaration-and-decisions
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milk and sugar. The EU system of sugar quotas will be abolished in 2017, which will make 

the sector more market-oriented. Concerning the EU's dairy sector, milk quotas will end in 

2015. 

FIGURE 7: EVOLUTION OF EXPORT REFUNDS IN THE FRAMEWORK 

OF THE CAP (1980-2013) 

 
Source: European Commission. 

 

4.2.  Genetically Modified Crops  

4.2.1.  In the EU, Genetically Modified (GM) cultivation remains marginal 

Only one type of GM maize has been commercially cultivated in the EU (MON 810 from 

Monsanto), on around 129 000 ha, mainly in Spain (but also in Portugal, Czech Republic, 

Romania and Slovakia). This area represents only 1.3% of the area of maize cultivated in 

the EU. Furthermore, nine Member States (Austria, Bulgaria, France, Greece, Germany, 

Hungary, Italy, Luxembourg and Poland) prohibited the cultivation of MON810 on their 

territories.  

4.2.2.  Brazil is a world giant in GM production 

In 2013, Brazil was the second biggest producer of GM crops in the world (after the United 

States), with 40.3 million ha or 23% of the world's GM production (Argentina ranked 

number 3, with 24.4 million ha or 14% of the world's GM production). These figures 

represented a 10% rise in 2013 in Brazil as compared to 2012, and +2% in Argentina. 

Adoption rates of GM crops are high in Brazil: 88% for soybean, 88% for winter corn crop 
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and 65% for the summer corn crop, and 50% for cotton7 (in Argentina almost 100% 

soybean, 95% of corn, 100% of cotton are GM).  

4.2.3.  The EU imports massive amounts of GM soya for its livestock sector 

The EU livestock sector needs protein-rich feed materials. In this regard, the EU remains 

strongly dependent on imports, particularly of soya, principally from Argentina, Brazil and 

the United States (the EU self-sufficiency ratio of the EU in protein-rich feed materials was 

only 32% in 2011). As soya is increasingly GM at the world level, the EU imports GM soya 

(GM crops may be allowed for imports but not for cultivation in the EU). Concerns of 

exporters to the EU like Brazil (and Argentina) relate to approval of GM crops in the EU, 

particularly to situations of asynchronous approval, i.e. where a GM crop is allowed in an 

exporting country but not yet in the EU, which impedes exports to the EU.  

More generally, GM crops exporting countries regularly voice concern against the EU's 

cautious approach to GM crops.  

4.2.4.  At EU level, a proposal aimed at giving Member States the possibility to 

restrict or prohibit the cultivation of GM crops has been under discussion 

since 2010 

A proposal (tabled in 2010) to modify the EU legal framework concerning the cultivation of 

GM crops is currently being debated at EU level (2010/0208(COD)) and remains conflictive. 

The proposal aims at giving Member States the possibility to restrict or prohibit the 

cultivation, in all or part of their territory, of GM crops that have been authorised at EU 

level.  

The European Parliament adopted a first reading position on the proposal in July 2011. In 

Council, no agreement could be reached due to the blocking position of a minority of 

Member States. The Council presidency aims to reach a political agreement and prepare the 

adoption of this legislation by the end of 2014. 

 

TABLE 6: THE TOP 4 GLOBAL BIOFUELS PRODUCERS (BILLION LITRES). 

RANK COUNTRY Bioethanol Biodiesel TOTAL 

Comparison 

with 

volumes 

produced in 

2011 

1 United States 50.4 3.6 54.0 - 2.4 

2 Brazil 21.6 2.7 24.3 + 0.6 

3 EU-27 4.2 9.1 13.3 - 0.7 

4 Argentina 0.2 2.8 3.0 +0.1 

 WORLD TOTAL 83.1 22.5 105.6 - 1.0 

Source: Renewables 2013, Global Status Report, REN21. 

                                                 
7  USDA'S Global Agriculture Information Network (GAIN). 

http://www.ren21.net/Portals/0/documents/Resources/GSR/2013/GSR2013_lowres.pdf
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4.3.  Biofuels 

4.3.1.  Brazil and the EU are among the top producers in the world 

Brazil and the EU are, together with the United States and Argentina, among the top four 

world producers of biofuels (TABLE 6). In 2012, Brazil produced 23% of the global 

production of biofuels, and the EU 12.6%.  

According to EU law, biofuels should represent 10% of fuels used in the EU by 2020. Brazil 

(and Argentina), as biofuels exporters, are concerned with any issue that would limit their 

exports towards the EU, such as requirements applied to biofuels imported by the EU or 

trade measures. For instance, a dispute is currently on-going at the WTO, with Argentina as 

a complainant against the EU, concerning EU anti-dumping measures imposed on biodiesel 

originating in Argentina (DS473). 

4.3.2.  At EU level, a proposal aimed at capping the use of food-based biofuels 

has been under discussion since 2012 and another one aims at removing 

binding targets for biofuels in the EU 

In 2012, the Commission proposed to cap the use of biofuels derived from food crops at 

5% (10% of transport fuels must come from biofuels by 2020) and to introduce reporting 

of estimated emissions from indirect land-use change, which is a highly controversial issue: 

when biofuels are produced on a land previously destined to the production of food, as food 

still has to be produced, forest area may be change into agricultural land, leading to 

greenhouse gas emissions.  

The EP broadly supported the Commission proposal (and a 6% target), but the EP 

Rapporteur did not receive a mandate from the Plenary to negotiate with the Council. In 

December 2013, the Council failed to reach a political agreement on this text, and some 

outstanding issues remain. According to observers, a final deal is unlikely before 2015. 

Moreover, regarding the future of biofuels, the Commission proposed in 2014 that the EU 

should remove the binding targets for biofuels in its post-2020 energy policy. This issue will 

be discussed in the 20-21 March 2014 European Council. 

 
  

http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds473_e.htm
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5.  COMPARISON OF AGRICULTURAL POLICIES OF 

BRAZIL AND THE EU 

 

5.1.  Brazil's agricultural policies 

According to the dual structure of the Brazilian agriculture (see Section §3.1), there are two 

Ministries and two agricultural policies: 

- The Ministry of Agriculture, Livestock Farming and Provisions (Ministério da 

Agricultura, Pecuària e Abastecimiento - MAPA) is responsible for the support to the 

agri-business branch. The MAPA's budget reach around EUR 2 950 million by year 

(including the resources from CONAB - the manager of policy of guaranteed 

Minimum Price -, EMBRAPA - agricultural research - and the Coffee Fund).  

-  The Ministry of Agricultural Development (MDA) is charged of the agricultural reform 

and the support of family farming. Its budget reach around EUR 813 million 

(including the budgets from INCRA - the manager of policy of agricultural reform - 

and the Land Bank).  

The former President, Lula da Silva, weighed in with a programme granting priority to the 

eradication of poverty and policies to redistribute income. Following pressure from landless 

peasants (‘Movimento dos Trabalhadores Rurais Sem Terra’), the Agricultural Reform 

Programme started, including measures such as settlements of peasants on land that has 

been expropriated, bought up or provided by the state; subsidised loans to buy land; and 

finance to invest in infrastructures and community support. Additionally, a Programme to 

strengthen family farming (PRONAF) is launched for small-scale producers, with preferential 

loans for investment, transformation and marketing, education and training (TABLE 7). 

Finally, the Bolsa Familia was implemented, a programme to provide monthly subsidies for 

the poorest households that could prove their children were attending school and 

undergoing medical checks; and successive increases in the minimum wage. This 

programme was replaced by 'Brasil sem miseria', launched by the current President, Dilma 

Rousseff, on May 2011. 
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TABLE 7. BRAZIL'S MAIN AGRICULTURAL SUPPORT MEASURES 

PROGRAMME DESCRIPTION AMOUNT 

2012 (M$) 

Official rural credit 

 

Agricultural credit lines subject to the official 

Rural Credit Manual conditions, which include 
preferential interest rates fixed by the 
Government 

 

USD 50 700 

Programme to strengthen 

family farming (PRONAF) 

 

Support to small-scale producers with a 

gross annual income of up to R$ 160 000 

per family 

 

USD 6 144 

Medium-Scale Agricultural 

Producer Support 

Programme (PRONAMP) 

 

Financing of agricultural activities for 

producers with an annual gross income of 

up to R$ 800 000 

 

USD 3 668 

Banco do Brasil Credit Line 

for Agri-industries (BB-

agroindustrial) 

 

Financing of commercialization and 

processing of agricultural products, as 

well as the sale and production of 

agricultural inputs 

 

USD 3 080 

BNDES Programme for the 

Sustainability of Investment 

in Capital-Goods (PSI-BK) 

Financing of acquisition and maintenance 

of machinery and equipment for 

agricultural production 

 

USD 2 876 

Policy of Guaranteed 

Minimum Prices (PGPM) 

 

 

Price support mechanisms 

 

USD 759 

Low Carbon Agriculture 

Programme (Programa 

ABC) 

 

Financing of agricultural practices aimed 

at reducing greenhouse gas emissions 

 

USD 722 

Source: World Trade Organization (2013): 'Trade Policy Review - Brazil', Report by the Secretariat, 
WT/TPR/S/283, 17 May 2013, page 121.  

 

According to the OECD data, there is relatively little support for Brazilian farmers (5% of 

production in 2012, measured as Production Subsidy Equivalent (PSE), particularly in 

comparison to more developed countries, OECD members (18.6% on average in 2012; EU: 

19.4%). It must be said that public support for Brazilian agriculture remain stable since 

2010. 

However, Brazil maintains several domestic support measures, including subsidized credit 

lines and price support mechanisms. The main measures in financial terms are the official 

rural credit lines which include preferential interest rates fixed by the Government 

(TABLE 7). Disbursements with agricultural credit lines are rising, along the expansion of 

PRONAF and other key support programmes. 

Recently new programmes are created to finance farmers, including the Medium-Scale 

Agricultural Producer Support Programme (PRONAMP) and the Low Carbon Agriculture 

Programme (Programa ABC) (TABLE 7). 

5.2.  The Common Agricultural Policy 2014-2020 

The new agreement on CAP reform reached in 2013 is the fruit of three years of reflection, 

discussion and intensive negotiation. While continuing on the path of reform started in the 

early '90's this deal is historic in many respects; for the first time the entire CAP was 

reviewed all at once and the European Parliament acted as co-legislator with the Council. 
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The new CAP maintains the two pillars: direct payments and market measures and rural 

development, but increases the links between them, thus offering a more holistic and 

integrated approach to policy support. TABLE 8 shows the CAP Multiannual Financial 

Framework allocation for the period 2014-2020.  

TABLE 8. HEADING 2 IN DETAIL - SUSTAINABLE GROWTH: NATURAL 

RESOURCES, INCLUDING THE COMMON AGRICULTURAL POLICY 

(EUR million, 2011 prices) 

 
 
Source: Elaboration by EP Policy Department B based on European Commission and European Council data. The 
figure for market measures is an estimation. A 2% deflator was used to calculate 2011 prices. The allocation for 
2013 for rural development is EUR 13 890 million including compulsory modulation. For more information on 
assigned revenues, see COM (2011) 625. 

With the new CAP agreement, the European Union is ready to negotiate with third countries 

further trade liberalization in line with the result achieved: 

 full decoupling of direct payments (only limited amounts allocated in blue box); 

 greening of direct payments and cross-compliance; 

 end of the quotas production (sugar, milk, wine); 

 low intervention prices for specific products as safety net (under the market prices); 

 limited amounts of the export refunds (fixed at 0 level) (FIGURE 7). 

The new CAP package 2014-2020 maintains the two pillars structure. Specifically it 

introduces a new architecture of direct payments8, better targeted, more equitable and 

greener, an enhanced safety net and linked with the rural development policy. 

5.2.1. Direct payments system  

On the direct support mechanisms, there is a shift from ‘full decoupling’ to ‘targeting’. The 

system of decoupling agricultural aid and providing generic income support, which began in 

2003, will now switch to a system where each component is linked to a specific objectives 

or functions, and historical reference periods will partly end to play a role.  

Single farm payments will be replaced by a system of multi-purpose payments, with seven 

components: (1) a basic payment per hectare, the level of which is to be harmonised 

according to national or regional economic or administrative criteria and subject to a 

convergence process; (2) a ‘greening’ component, as additional support to compensate for 

the costs of providing environmental public goods not remunerated by the market; (3) an 

additional payment for five years for young farmers; (4) a redistributive payment whereby 

                                                 
8  REGULATION (EU) No 1307/2013 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 17 December 

2013 establishing rules for direct payments to farmers under support schemes within the framework of the 
common agricultural policy and repealing Council Regulation (EC) No 637/2008 and Council Regulation (EC) No 
73/2009. 
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farmers may be granted additional support for their first hectares; (5) additional income 

support in areas with specific natural constraints; (6) coupled support to production, 

granted to certain areas or types of farming for economic and/or social reasons; (7) lastly, 

a simplified system may be set up for small farmers with a payment up to EUR 1 250. The 

first three components will be compulsory for Member States while the last four are 

optional. Member States shall use 30% of their national direct-payment envelopes to fund 

the greening component. The remaining 70% will be used to fund the basic payment 

component, after deduction of any amounts earmarked for national reserves of 

entitlements (mandatory, up to 3% of national envelopes), and for additional redistributive 

payments (up to 30%), payments for young farmers (mandatory, up to 2%), less favoured 

areas (up to 5%) or in the form of payments coupled to production (up to 15%). Only 

active farmers (defined with reference to a ‘negative list’ to be drawn up by each Member 

State) will be eligible for the new basic payments per hectare. Up to 2020, these payments 

will also be subject to a process of partial convergence among the Member States, without 

completely eliminating differences across the EU as a whole (reflecting the different 

national envelopes and eligible areas allocated to each Member State in 2015). 

As showed in the following TABLE 9, Member States may implement the new direct 

payments system with great flexibility, allocating their annual budget from at least 3 

compulsory components, as showed on the left side to 6 components as showed in the right 

side, plus a simplified scheme for small farmers. 

TABLE 9. ARCHITECTURE OF THE NEW DIRECT PAYMENTS SYSTEM 
 

Compulsory schemes 

 

 Basic payment scheme 

 Greening payment 

 Young farmers scheme  

 

Voluntary schemes 

  

 Redistributive payment  

 Support in areas with natural 

constraints  

 Coupled support  

 

Alternatively simplified scheme for small farmers             (voluntary for MS) 
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TABLE 10: COMPONENTS OF THE NEW DIRECT PAYMENTS SYSTEM* 
 

          

  Direct payments components   

  
   

  

  
  

Total amount                           470 €/ha    

  
   

  

  
  

Coupled support                    100€/ha   

  Total amount 375 €/ha  
 

Area Natural Constrains        80€/ha   

  
  

Redistributive payment       50€/ha   

  Young Farmer Scheme          75€/ha 
 

Young Farmer Scheme          50€/ha   

  Greening                                     90€/ha 
 

Greening                                    90€/ha   

  
Basic Payment Scheme    210€/ha 

 

Basic Payment Scheme    100€/ha 
  

  
   

  

  Compulsory components 
 

Compulsory + voluntary components   

          
* the figures in EUR/ha are meant as examples. 

5.2.1.1.  The Basic Payment Scheme: methods of application 

Member States will dedicate up to 70 % of their direct payments national envelope to the 

new Basic Payment Scheme (BPS), after deduction of any amounts committed for Young 

Farmer top-ups and for other options such as Less Favoured Area top-ups, the Small 

Farmers Scheme, the Redistributive Payment and the ‘coupled’ payments. For the EU-12, 

the end-date for the simpler, flat-rate Single Area Payments Scheme (SAPS) system will be 

extended until 2020. About internal convergence, those Member States that currently 

maintain allocations based on historic references must move towards more similar levels of 

payment per hectare. To do so they are offered a choice of different options: they may take 

a national or regional approach (based on administrative or agronomic criteria), achieve a 

regional/national rate by 2019, or ensure that those farms getting less than 90 % of the 

regional/national average rate see a gradual increase, with the additional guarantee that 

every farmer reaches a minimum payment of 60 % of the national/regional average by 

2019. The amounts available to farmers receiving more than the regional/national average 

will be adjusted proportionally, with an option for Member States to limit any ‘losses’ to 30 

%. 

Member States also have the right to use a redistributive payment for the first hectares 

whereby they can take up to 30 % of the national envelope and redistribute it to farmers 

on their first 30 hectares (or up to the average farm size if greater than 30 hectares). This 

will have a significant redistributive effect. A further option is to apply a maximum payment 

per hectare. 

5.2.1.2.  Young farmer scheme 

To encourage generational renewal, the basic payment awarded to young farmers under 40 

years of age, newcomers or farms set up in the previous five years, should be topped up by 

with additional 25 % of the value of entitlements for the first five years of installation. This 

shall be funded by up to 2 % of the national envelope and will be compulsory for all 
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Member States. This is in addition to other measures available for young farmers under 

rural development programmes. 

5.2.1.3.  The new greening component 

One of the objectives of the new CAP is the enhancement of environmental performance  

through a mandatory 'greening' component of direct payments which will support 

agricultural practices beneficial for the climate and the environment applicable throughout 

the Union. Member States shall use a compulsory 30% of their national budget9 for direct 

payments in order to grant, on top of the basic payment an annual payment for compulsory 

practices to be followed by farmers addressing, as a priority, both climate and environment 

policy goals. Those practices take the form of simple, generalised, non-contractual and 

annual actions that go beyond cross-compliance and that are linked to agriculture. 

Member States have two options to calculate the annual greening payment (EUR/ha): 

- annual payment flat rate, this payment shall take the form of an annual payment per 

eligible hectare declared10, the amount of which shall be calculated annually by 

dividing the 30% of the direct payment budget11 by the total number of eligible 

hectares12 declared in the Member State or the region concerned. 

 In this way, the greening annual payment is equal for all the farmers in a Member 

State or region, for instance 80 EUR/ha or 120 EUR/ha. 

- Annual payment as percentage of the value of payment entitlements, when a Member 

State has decided to apply the partial internal convergence model, may decide to 

grant the greening annual payment as a percentage of the total value of the payment 

entitlements that the farmer has activated for each relevant year. 

 In this way, the greening annual payment is different for all the farmers with different 

unit value of payments entitlements in a Member State or region, for instance, 55 

EUR/ha of greening annual payment in case of a basic payment entitlements of 100 

EUR/ha or 220EUR/ha of greening annual payment for a basic payment entitlements 

of 400 EUR/ha. 

 From 1 January 2015, all farmers entitled to a payment under the basic payment 

scheme or the single area payment scheme shall observe, on all their eligible 

hectares13, the agricultural practices beneficial for the climate and the environment, 

intended as crop diversification, maintaining existing permanent grassland and having 

ecological focus area on the arable land or observe equivalent practices established by 

Member States. 

Member States may implement equivalent greening practices, which include similar 

practices that yield an equivalent or higher level of benefit for the climate and the 

environment compared to crop diversification, maintaining existing permanent grassland 

and having ecological focus area on the arable land. Member States implement these 

equivalent practices by the agri-environment-climate measures14 of the rural development 

plans or by national or regional environmental certification schemes. 

                                                 
9  30% of the national net ceiling referred to Annex II of Regulation (EU) No 1307/2013. 
10  Eligible hectares declared in accordance with Article 33(1) or Article 36(2) of Regulation (EU) No 1307/2013. 
11  Member States shall use 30 % of the annual national ceiling set out in Annex II of Regulation (EU) No 

1307/2013. 
12  Eligible hectares declared in accordance with Article 33(1) or Article 36(2) of Regulation (EU) No 1307/2013. 
13  All the eligible hectares within the meaning of Article 32(2) to (5) of Regulation (EU) No 1307/2013. 
14  Commitments undertaken in accordance with either Article 39(2) of Regulation (EC) No 1698/2005 or Article 

28(2) of Regulation (EU) No 1305/2013. 
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All farmers certified as organic farming15 shall be entitled ipso facto to the annual greening 

payment (EUR/ha) even if they do no fulfil the greening practices.  

The Member States must use 30 % of their national envelopes for annual greening 

payment (EUR/ha). This is compulsory, and failure to respect the greening requirements 

will result in penalties over and above the cost of the greening payment: after a transition, 

offenders will lose up to 125% of their greening payments. The three basic measures 

foreseen are: 

― crop diversification: a farmer must cultivate at least two crops when his arable land 

exceeds 10 hectares and at least three crops when his arable land exceeds 30 

hectares; the main crop may cover at most 75 % of arable land, and the two main 

crops at most 95 % of the arable area; 

― maintaining permanent grassland; 

― maintaining an ‘ecological focus area’ of at least 5 % of the arable area of the 

holding for farms with arable land larger than 15 hectares– i.e. field margins, 

hedges, trees, fallow land, landscape features, biotopes, buffer strips, afforested 

areas, specific nitrogen-fixing crops; this figure could be rise to 7 % after a 

Commission report in 2017 and a legislative proposal. 

To avoid ‘double funding’ of such measures, the payments through rural development 

programmes must take into account the basic greening requirements. 

5.2.1.4.  Coupled payments 

To address the potentially adverse effects of internal convergence for specific sectors in 

certain regions, and to take account of existing conditions, Member States will have the 

option of providing limited amounts of ‘coupled’ payments, i.e. payments linked to specific 

products. This will be limited to 8 % of the national envelope if the Member State currently 

provides coupled support, or up to 13 % if the current level of coupled support is higher 

than 5 %.The Commission has flexibility to approve a higher rate where justified. In 

addition, there is a possibility of providing a 2 % ‘coupled’ support for protein crops. 

5.2.1.5.  Areas with Natural Constraints / Less Favoured Areas (ANC/LFA) 

Under both pillars, Member States (or regions) may grant an additional payment for areas 

with natural constraints (as defined under rural development rules) of up to 5 % of the 

national envelope. This is optional and does not affect the ANC/LFA options available under 

the rules for rural development. 

5.2.1.6.  Active farmers 

To solve the problem of the so called ‘sofa farmers’ and to iron out a number of legal 

loopholes which have enabled a limited number of companies to claim direct payments, 

even though their primary business activity is not agricultural, the reform tightens the rule 

on active farmers. The Member States will be required to abide by a new negative list of 

activities to be excluded from receiving direct payments, unless the individual businesses 

concerned can show that they engage in genuine farming activities. The Member States will 

be able to extend the negative list to include further business activities. 

                                                 
15  Fulfil the requirements laid down in Article 29(1) of Regulation (EC) No 834/2007. This exemption shall apply 

only to the units of a holding that are used for organic production in accordance with Article 11 of Regulation 
(EC) No 834/2007. 
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5.2.1.7.  Eligible hectares 

The rules establish 2015 as the new reference year for land area declared, but there will be 

a link to beneficiaries of the direct payments system in 2013 in order to avoid speculation. 

Member States that may expect to see a large increase in declared eligible area are allowed 

to limit the number of payment entitlements to be allocated in 2015 to either 135 % or 145 

% of the number of hectares declared in 2009. 

5.2.1.8.  Small farmers scheme 

An optional scheme for the Member States provides that any farmer claiming support may 

choose to participate in the small farmers scheme, and thereby receive an annual payment, 

to be fixed by the Member State, of up to EUR 1 250, regardless of the farm size. Member 

States may choose from different methods to calculate the annual payment, including an 

option whereby farmers would simply receive the amount they would otherwise receive. 

This greatly simplifies the procedure for the farmers concerned and for national 

administrations. Participants will face less stringent cross-compliance requirements, and be 

exempt from greening. The total cost of the small farmers scheme may not be more than 

10 % of the national envelope, except when a Member State chooses to ensure that small 

farmers receive what they would be due without the scheme. 

5.2.1.9.  Cross-compliance 

The provisions on cross-compliance are confirmed and simplified, making direct payments 

subject to compliance by farmers with: a) environmental and agricultural condition 

standards laid down by the Member State and designed to restrict soil erosion, maintain 

soil structure and soil organic matter levels and ensure a minimum level of maintenance; 

and b) community standards in force relating to public health, animal health, the 

environment and animal welfare. If a farmer does not abide by the cross-compliance rules, 

the direct payments he can claim will be partially reduced or totally removed. The text 

confirms that the Water Framework and Sustainable Use of Pesticides directives will be 

incorporated into the cross-compliance system once they have been shown to have been 

properly applied in all Member States, and obligations to farmers have been clearly 

identified. 

5.2.1.10.  New financial instruments: the budgetary and financial discipline 

mechanism  

A budgetary discipline mechanism is applied to keep expenditure on the first pillar of the 

CAP below the annual budget ceilings set within the multiannual financial framework. An 

adjustment to the direct payments will be proposed when projections indicate that the total 

forecast expenditure has been exceeded in a given financial year. Any future financial 

discipline reduction in annual direct payments (i.e. when payment estimates are higher 

than the available budget for the first pillar) should apply a threshold of EUR 2 000. In 

other words, the reduction would not apply to the first EUR 2 000 of each farmer’s direct 

payments. This will also serve to feed the Market Crisis reserve where necessary. 

5.2.1.11.  Integrated administration and control system 

The integrated administration and control system is confirmed and reinforced, and now 

includes at least the following elements: a computerised database, an identification system 

for agricultural parcels, a system for the identification and registration of basic payment 

entitlements, an integrated control system and a single system to identify each farmer who 

submits an aid application. 
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5.2.2.  Rural development policy 

Rural development policy is reinforced and confirmed in the second pillar16 of the Common 

Agricultural Policy (CAP). This reform is intended to make the agriculture sector and 

forestry more competitive, strengthen links between the primary activity and the 

environment, improve the quality of life in rural areas, boost cooperation and innovation 

and promote diversification of the economy in rural communities. 

Agricultural and rural policy plays a key role in the territorial, economic and social cohesion 

of the European Union and in protecting the environment. It must be remembered that 

agriculture and forestry is a sector characterised by its links with natural resources. 

Agriculture and forestry cover 78 % of the EU’s territory. Utilised agricultural area accounts 

for more than 170 million hectares. Agriculture is also the biggest user of water, as well as 

the number-one producer of biomass for energy purposes. The European agricultural model 

is based on the multifunctional nature of farming, and rural development policy (second 

pillar) has become, alongside market measures (first pillar), an essential component of this 

model. Its main aim is to create a cohesive and sustainable framework that will safeguard 

the future of rural areas, basing this in particular on its ability to provide a range of public 

services that go beyond the mere production of foodstuffs, and on the ability of the rural 

economy to create new sources of income and employment whilst conserving the culture, 

environment and heritage of rural areas. 

In order to ensure the sustainable development of rural areas, the second pillar of the CAP 

will have to focus on six priorities relating to: knowledge transfer and innovation in 

agriculture, forestry and rural areas; farm viability, the competitiveness of all types of 

agriculture in all regions and the promotion of innovative farm technologies and sustainable 

management of forests; the organisation of the food chain, including the processing and 

marketing of agricultural products, animal welfare and risk management in agriculture; 

restoring, preserving and enhancing ecosystems that are related to agriculture and 

forestry; the promotion of resource efficiency and the shift towards a low-carbon economy 

in the agricultural, food and forestry sectors; and promoting social inclusion, poverty 

reduction in, and the economic development in, rural areas. 

Under the 2014-2020 multiannual financial framework, the European Agricultural 

Fund for Rural Development (EAFRD) has been allocated a total of EUR 85 billion. 

Moreover, Member States may decide to shift up to 15 % of their direct payments 

allocation, and the funds generated from the capping or reduction of direct payments, from 

the first to the second pillar. 

The EAFRD is to contribute to the Europe 2020 strategy by promoting sustainable rural 

development throughout the EU in a way that complements the other instruments of the 

CAP, the Cohesion Policy and the Common Fisheries Policy. Member States, in doing so, are 

obliged to sign a Partnership Contract that reflects the EU common strategic approach for 

each Member State, setting out how they will coordinate the different policies and use the 

European Structural and Investment (ESI) Funds accordingly (Regulation (EU) No 

1303/2013). 

In the new programming period, Member States will have to spend at least 30 % of the 

rural development funds they receive from the EU budget on certain measures related to 

organic farming, areas with natural constraints, land management and the fight against 

climate change, and at least 5 % on the LEADER approach. 

                                                 
16  REGULATION (EU) No 1305/2013 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 17 December 

2013 on support for rural development by the European Agricultural Fund for Rural Development (EAFRD) and 
repealing Council Regulation (EC) No 1698/2005 
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To meet targets in the six priority areas, the Member States are to define a rural 

development programme based on a set of measures: 

A -  Innovation and knowledge transfer 

This key objective (and more specifically the planned European Innovation Partnership for 

Agricultural Productivity & Sustainability – the ‘EIP’) is to be met by means of various rural 

development measures such as ‘knowledge transfer’, ‘cooperation’ and ‘investments in 

physical assets’. The EIP is intended to promote resource efficiency, productivity and the 

low-emission and climate-friendly/-resilient development of agriculture and forestry. This is 

to be achieved through greater cooperation between agriculture and research in order to 

accelerate technological transfers to farmers. Strengthened measures are to be introduced 

in the area of farm advisory services (including measures to promote climate change 

mitigation and adaptation, address environmental challenges and foster economic 

development and training). 

B -  Investment, modernisation, farm restructuring, young farmers and small 

farmers 

In the area of farm restructuring, investment and modernisation, measures are available, 

which include higher support rates when linked to the EIP or joint projects. For young 

farmers, a combination of measures are available that include business start-up grants (up 

to EUR 70 000), general investments in physical assets, training and advisory services. 

Small farmers are offered business start-up aid (up to EUR 15 000) or restructuring 

measures. 

C -  Agri-environment/climate payments, organic farming and Natura 2000 

A set of agri-environment/climate payments is available to preserve and promote necessary 

changes to agricultural practices that make a positive contribution to the environment and 

climate. These measures are to be included in the rural development programmes, with an 

emphasis on joint contracts, adequate training/information and greater flexibility when 

extending initial contracts. Moreover, a single separate measure is introduced to support 

organic farming practices. 

D -  Quality schemes 

Funds are to be made available in support of farmers’ participation in quality schemes such 

as the Protected Designation of Origin (PDO), Protected Geographical Indication (PGI) and 

Traditional Speciality Guaranteed (TSG) schemes, as well as schemes for organic labelling, 

including farm certification schemes recognised by Member States. This support is limited 

to EUR 3 000 per holding. 

E -  Risk management toolkit 

Insurance and mutual funds for crop and weather damage and animal disease (currently 

available under the first pillar in accordance with Article 68 of Regulation 73/2009) are 

extended to include a new income stabilisation tool in the form of financial contributions to 

mutual funds, providing compensation to farmers for a severe drop in income, which would 

allow a pay-out from a mutual fund (amounting to up to 70 % of losses) if income drops by 

30 %. 

F -  Producer organisations 

Support is to be provided for setting up producer organisations, on the basis of a business 

plan and limited to entities defined as SMEs, for the purposes of adapting the production 
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and output of producers to market requirements, jointly placing goods on the market, 

centralising sales and supply to bulk buyers and improving organisation and innovation 

processes. 

G -  Forestry, mountain areas and areas with natural constraints (ANCs) 

Forestry measures are to be strengthened, and streamlined support is to be provided 

through grants and annual payments. For mountain areas and farmland above 62º N, aid 

may be granted in amounts of up to EUR 450/hectare (an increase from EUR 250/hectare). 

New delimitations for ANCs based on eight biophysical criteria are to take effect no later 

than 2018. In order to preserve or improve the environment in given areas, Member States 

retain the right to define up to 10 % of agricultural areas as ANCs. 

H -  LEADER, basic services, village renewal and non-agricultural activities 

Greater emphasis is to be placed on the LEADER approach, on awareness-raising and on 

other preparatory support for strategies promoting flexibility when operating with other 

funds in local areas, such as rural-urban cooperation. LEADER will now be used as the 

common approach for community-led local development financed by the following ESI 

Funds: the European Regional Development Fund (ERDF), the European Social Fund (ESF), 

the European Maritime and Fisheries Fund (EMFF) and the European Agricultural Fund for 

Rural Development (EAFRD). Basic services and village renewal, such as investments in 

broadband infrastructure and renewable energy, can go beyond the small-scale relocation 

of activities/conversion of buildings that is currently covered. Funds can also be used for 

non-agricultural activities related to the rural community. 

5.2.3.  The Single Common Market Organization 

The single Common Market Organization17 (SCMO) encompasses all the market measures 

within the CAP. Successive reforms have led to the merger in 2007 of 21 CMOs into a single 

CMO for all agricultural products. In addition, revisions to the CAP progressively more 

market oriented have reduced the scope of intervention tools, currently they are considered 

as a 'safety nets', to be used in case of crises. 

5.2.3.1.  Quotas regimes 

Among the main elements on the single Common Market Organization, in view of new trade 

liberalization, there is the confirmation of the end of all quotas regimes. It has been 

confirmed the expiration of milk quotas regime in 2015, after 30 years. The reform 

foresees the end to the sugar quota regime in 2017, confirming the indication of the 2005 

sugar reform to put an end date for the quota regime while allowing for additional time for 

the sector to adjust. Europe produces almost 14 million tons of sugar beet and Brazil over 

37 million tons of sugar cane and it is the first world exporter (see FIGURE 8). This will 

ensure improved competitiveness for EU producers on the domestic and world market alike 

(as EU exports are limited by WTO rules under quotas). This will also provide the sector 

with a long-term perspective. Ample supply on EU domestic markets at reasonable prices 

will also benefit the intermediate and final users of sugar. In order to provide added 

security, standard provisions for agreements between sugar factories and growers will be 

maintained. For the period after quotas, white sugar will remain eligible for private storage 

aid.  

                                                 
17  REGULATION (EU) No 1308/2013 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 17 December 

2013 establishing a common organisation of the markets in agricultural products and repealing Council 
Regulations (EEC) No 922/72, (EEC) No 234/79, (EC) No 1037/2001 and (EC) No 1234/2007 
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Most developing countries will continue to enjoy unlimited duty-free access to the EU 

market. 

On wine production, the accord respects the decision of the 2006 wine reform to end the 

system of wine planting rights at the end of 2015, with the introduction of a system of 

authorisations for new vine planting from 2016 – as recommended by the High Level Group 

on Wine last December, with growth limited to 1% per year. 

5.2.3.2.  Market interventions and crisis reserve 

Other improvements to the Singe Common Market Organisation (CMO) rules aim to 

increase the market orientation of EU agriculture in light of increased competition on world 

markets, while providing an effective safety net for farmers in the context of external 

uncertainties (together with direct payments and options for risk management under rural 

development). The existing systems of public intervention and private storage aid are 

revised to be more responsive and more efficient, for example with technical adjustments 

for beef and dairy. For dairy, these changes, come in addition to the 2012 "Milk Package" 

which is incorporated into the Regulation and strengthening the bargaining power of 

farmers.  

Moreover, new safeguard clauses are introduced for all sectors to enable the Commission to 

take emergency measures to respond to general market disturbances – such as the 

measures taken during the e-coli crisis in May-July 2011. These measures will be funded 

from a Crisis Reserve financed by annually reducing direct payments. Funds not used for 

crisis measures will be returned to farmers in the following year. In case of severe 

imbalance in the market, the Commission may also authorise producer organisations or 

inter branch organisations, respecting specific safeguards, to take certain temporary 

measures collectively (for example market withdrawal or storage by private operators) to 

stabilise the sector concerned.  
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FIGURE 8: TOP SUGAR EXPORTERS IN THE WORLD 

 

Source: USDA, Sugar and Sweeteners Outlook 2013. 

5.2.3.3.  Supply chain management and School schemes 

The School Fruit Scheme and the School milk scheme are to be extended, and the annual 

budget for the school fruit scheme is increased from EUR 90 to EUR 150 million per year. 

In order to improve farmers' negotiating position in the food chain, the Commission is 

looking for a better organisation of the sectors with a few limited derogations to EU 

competition law. Rules related to the recognition of Producer Organisations (POs) and inter-

branch organisations are now covering all sectors – with further options for establishing 

such organisations now transferred to Rural Development funding. Furthermore, the 

possibility for farmers to collectively negotiate contracts for the supply of olive oil, beef, 

cereals and certain other arable crops is foreseen under certain conditions and safeguards. 

The Commission will provide guidelines about potential issues relating to competition law.  

In the interests of simplification and market orientation, a number of minor or unused 

schemes are abolished (aid for the use of skimmed milk and skimmed milk powder in 

animal feed and casein, coupled aid for silkworms) 
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