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How to read this paper

This report is not unlike a Russian nested doll, as it speaks to several audiences. On the one hand,
this is about experts on agricultural and Europeumticies. On the other hand, it is about the
journalists, politicians, activists, students and the general public who need to have the
information put into context in order to understand the dilemmas posed to Romania by the
reform of the Common AgricultairPolicy. We have tried to make the report accessible as well as
informational, in order to trigger and nurture a serious debate in Romania on a subject that will
RANBOGf& AYLI OGO GKS om: 2F GKS O2dzy i Nafa L2
about everyone.

So, if you are familiar with the history and the background of the Common Agricultural Policy,
please go directly to the pag&whichdiscusse§d KS adF S 2F w2YFyAlLy | 3

If you only wish to learn the solutions and recommeimhs issued in this reporplease go
directly to the page6

Finally, if you wish to gain a historical perspective and overview of this sector, follow the text
from the beginning.

The Editor
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CAP- half of century under reform pressure

In its half a cetury of existence, the Common Agricultural Policy (CAP) has arguably been the
most debated, controversial, analyzed and reformed European policy. It should come then as no
surprise that the first sectorial report published by the Romanian Center of Eundpelitics, as

LI NI 2F GKS ¢INRES@DS LESW28YS NOANY 9 dzNR LISFY RSo6F (&

CAP has changed quite a lot since the 1950s, though perhaps not as much some analysts and
economists would have wished. It has changed, howeldras gone from a policy based on
subsidizing production and the protesh of internal marketgainst noAREuropean producers, to

a policy in which subsidy no longer follows the

stimulation of production, but it favors rural

development and the protectionf the environment. | 1nen it was established that the

family farm must remain at the
Why does Europe have a&ommon Agricultural | core of the European agriculture

Policy?

Agricultural policies represent the most integrated European economic sector. In other words,
there is no otherarea outside agriculture where member states have united their sectoria
policies to this degree. Ironically, negotiations for the Treaty of Rome in 1957 initially did not
include the agricultural sector. Only after the foreign and finance ministers of thiewixling
members agreed there must be a chapter on agriculturecggists were asked to come up with

the relevantideas for anintegrated agricultural market. The result was a text which in essence
allowed everything: liberalization, price and market regulation, structural changes. The founding
treaty thus sets out geeral objectives, withut spelling out details. TheseRS G I A f a ¢ (0 dzNY/
be not only crucial but also thactual basis forthe CAP as we know it from the Stresa
Conference in 19% At that time,the mechanisms that have remained in place for several
decadeswere establishedtaxes on cheap importexport subsidies, interventions to reduce
supply during years with abundant yields. At the same time it was established that the family
farm must remain at the core of the European agricultuaed thishas saped the structure of

the debate until today (the image of the idyllic farmer, the foundation of society, the family, the
good man by virtue of excellenagan argument which still dominates public debate on the
subject, not just in the EU, but also iretunited States of America).

However, the fundamentally interventionist nature of CAP has made it so that original intentions
and the great aims have been frequently overlooked in favor of eternal -gggernmental
negotiations. The problem with a totglintegrated European policy is that individual countries

look at it as a bottomless grab bag. The aim of each player (government) is no longer the greater
322RX odzi 3ISGaGAYy3 Fa oA3 + atA0S 2F GKS OF ¢
income through modernization, along with a policy of prudent pricing, has been replaced by the
compromise over the level of support for cereal prices (quotas and prices set politically, through
negotiations between governments). Already in 1968 the need agsarent for a structtal

reform of CAP, but theMansholt Plan (named after its initiator, the first agricultural
commissioner, Sicco Mansholt, former Dutch agricultural minister) was rejected, and CAP
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became more unstable and more protectionist that then@nission and many dhe agricultural
policy experts would have wished.

Since each country tried to obtain larger subsidiesitlofarmers a vicious production cycle was
created: farmers received more money if they produced more, while {E®iropean)
governmentsgave them more money to pduce even more. This worked fass long a the
market was able to absorthe quantities. But at some point the market became oversaturated,
and the produce targeting subsidy money continued growing. This is what |dtetéamous
¢butter Y2 dzy G Ay a¢1 $FR & KIAG | NB Y peksigténRsurginyses dffthR 89706 K S
generated budget pressures: the above mentioned mountains and lakes were receiving
subsidies. Since this benefitted agricultural countries,

and the bbby of farmers and the parties with support The common and unitary aims

in agricultural regions got stronger, reforming of CAP edablished by the Rome Treaty no
especially in relation to lowering guaranteed prices,longer fit reality

met an enormous political opposition.

The common and unitary aims established by the Rome Treatpnger fit reality, now that
member states were clearly divided by CAP between winners and losers. On one hand, CAP
imposes custom taxes for external production, thus protecting European farmers. On the other
hand, CAP supports with subsidies the samerik producers. This means that CAP has
imposed a double cost on importing member states (industrial countries with minor agriculture,
e.g. UK the Netherlands, Scandinavian countrikterd @ ¢ KS fFG0SNEQ RAA
especially because they wecentributing the most to the common budget, including to CAP. All
these factors later contributed to national positions over CABrras.

Towards the end of the 1980s an external factor appeared which pushed for CAP reform: global
negotiationsfor free trade. Europe, togéter with the United States, wgsushing countries all

over the world to give up custom barriers and allaeef trade. But to get thikoth Europe and
America needed to make concessions with regards to the most protected internal economic
sectors¢ precisely agriculture (as a general rule, historically speaking, the more industrialized a
state became, the more it went from taxing to subsidizing agricujure

The successful Uruguay Round oWee trade pushed for CAPreform. Rice subsides were
replaced by direct payments. If beforehand farmers benefitted from a high reference price, after
this reform they receivd a compensatory payment, regardless of the level of the production,
reference prices beinglsosignificantly reduced.

This clange came as a result of MacSharry Reform, named after the Irish Commissioner (former
Hnanceminister), and signified a first break of the link between level of support and production,
even if incomplete. The effect of this measure was to reduce CAP toostsisumers (food got
cheaper), but the budget cost, to taxpayers, grew. Even so, the 1992 reform |bddigpet

! Sheingate A, "The Rise of the Agricultural Welfare State: Institutions and Interest Group Power in the United States,
France, and JapafPrinceton Univ. Press, 2001)
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stabilization for CAP: the vicious cycleppbduction subsidies> increase productierincrease
the amount paid for subsidiegas ended.

The next reform took place in 1999 (Agenda 2000), when Franz Fischler was Commissioner
(former Austrian agricultural minister). Modernizing villages and raising the standard of living for
the rural population were among the original CAP objectives. But tbhasf@n subsidies and
production reduced the rural environment elemeqivith all of its social, cultural and economic
aspectsg to its economieagricultural dimension. In other words, CAP confused the village with
the agriculture. In 1999, efforts were mado focus attention on rural development.

As such, CAP was divided into two pillars:

Pillar 1¢ orientated toward agriculture as an DAZNA Y3 CA&dOKE SND
economic branchq direct payments and market another reform was adopted, one
interventions (traditional CAP) considered by many analysts as th
Pillar Iic orientated toward rural developma = ¥ 2 2 U NI RAOHT Ay
(vilage and agriculture modernization, development

of alternative economic branches, protection of the environment and of the rural landscape).

With Pillar 1, CAP became more complicated, so that a perfect unified common policy was no
longer possibleit is easy to award equal subsidies in all countries, but village modernization and
development of alternativeeconomic activitiescannot evolve equally irGreece and the
Netherlands, for example. Thus, member states were given more leeway in adopbigicaims

to modernize the rural space. With Pillar 1l, the general framework for funds allocation is
established with all states together, the same with each sum awarded to each state, but
measures to be implemented and their respective funds are optionaboyptry.

LY HnnoX RdzZNAY 3 CA & ORet rBfoliR was addpied, yoReonsitleyeR byl S =
YIye Fylrfeada a GKS Y2adG NI RA Olrdformicohsisted of Qa K
the introduction of unique payments per farm, regardlespafduction structure.

In addition, two new instruments were introduced which will shape future CAP:

1) & SO2 y RA G A2oyrécéive Bubsgidies, farmers must follow certain environmental
norms and animal welfare.

2) aY2Rdz I GA2YyEé 0 aKA Adsubsidies oPillaF thayfaRdevel®ANENY, byt A € |
reducing subsidies awarded to large fajms

At the end of 2008, during the mandate of Commissioner Mariann Fiddbelr (former Danish

minister of agriculture) the reformist trend continued with HealtheCk, an exercise to evaluate

the implementation of the previous reform, including an attempt to identifgtions for the

future CAPBegun during the French presidency and later the Czech one, the debates at the level

of state representatives continue unbdld G KS / 2dzy OAf Qa {6SRA&AK LI
Commission will propose a reform to be approved by member states (and, in the case of Lisbon
Treaty ratification, by the European Parliament) in 2011.




How is the decision to reform CAP taken? Case Study: the
. Key moments of CAfeéform
Fischler Reform

1957 ¢ Signing of the Rome Traat
On various occasions and in different contexts many analyststablishing CAP  objectives (raisi

have argued that the pressures external to the agriculturafdriculural output, a fair standard of

living for farmers, market stabibtion,
sector were the ones that lead to the reform of the CAPt'he guarantee supply of food, reasonab

From a historical perspective these pressures Wergrices for consumers)
macroeconamnic ¢ primarily budgetary problems created by 1958 Stresa Conference on politic:
the CAP (it costs too much) and external trade (liberalizatioinamework

of global trade). 1962¢ The adoption of the first Joint

_ , Market Organization (technical sef
Detailed analysfsof the Fischler reform of 2003 (neutrally provisions governing the functioning of
calledMid Term Reviephighlight the following factors: the common market for each product)
o . Allenl _ 1964¢ The understanding over the level
9 | Q stwaRllenlargement; of grain prices

- Negotiations within the World Trade Organization (WTO); 1966- "Luxembourg compromise" on

-/ 2YLX FAyGa NBfFGSR G2 G KS voteunanimity. (Sipcg theR, gni mermby
budget: could block any decision of the Council

) Ministers. For the CAP the effect was
- Concerns about environmental and food safety. et e el fas v clenEs) BlewT

To a large extent these factors still remain the engine of GAjscause any state with agricultural
¢ interests could block the debate and
retorm. proposals for reform became moderate
The Fischler reform has produced some radical shifts in tfd timid)
nature of the CAP: 1968- 'Mansholt Plan' for structural
: reform of the agricultual sector

a) the decision to decouple the support received by farmg973-First expansion: Denmark, Irelanc
from the production: United Kingdom (The latter country

P ' became the main critic of the CAP)

b) shift from a policy focused on quantity and market controfl984- Introduction of production quotas

. . , for milk
towards a policy oriented omuality, free market and rural 1988- Introduction of "budgetary
development. stabilizers" of the CAP expenditure

Of course, the Fischler reform was not as radical as Sonjrégz-h/_lagSharry rgform; pisileduction
of certain intervention prices and the

people wanted angome conservative elements were kept iNinoduction of direct compensatory

placein order for the packageto be accepted bymember | payments
states 1994- Completion of the Uruguay

a) the total amountsgiven to fams remained basically at the Round:_ regluctlon 9 gLl
protectionism

same level, and changes in the distribution of CAP benefi %99-Agenda 2000: the introduction of

between countries and between categories of farms werePillar Il to supportural development
very small; 2003- Fischler reform: the introduction
of single farm payments, decoupled

b) the reform had no effect on the customs protection of th62008-"Hea|th Check” review of the

EU, Europe still protects its agrituke. Fischler reform

2 Swinnen, J.F.M. (ed.) (2008he Perfect StornThe Political Economy of the Fishler Reforms of the Common
Agricultural PolicyCEPS, Brussels
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c) the greater emphasis placed on rural development policy was not accompanied by adequate
funding of Pillar II;

d) the acceptance of compromises, including the British request to waiver the limitation of
payments for large farms and the German derd for the implementation of decoupled
payments following a regional model and not a historical one.

Because the EU enlargement that took place before the reform (the accession of Sweden,
Finland and Austria) had an important role in the resettlement eimber States preferences, it

was expected thathe eastward enlargement will bring a different balance of preferences and a
more cumbersome decision making process. After the 1995 enlargement, theeforon camp

was fortified with a strong partner, Swedemvhose agriculture, after undergoing a radical
liberalization process in the early 1990s, was forced by the CAP to reintroduce subsidies and
governmental intervention in agriculture. Thus, Sweden was constantly critical towards CAP and
campaigned for refon. The other two countries admitted in 1995, Finland and Austria, had a
protectionist approach because many of their farms were small and depended on subsidies to
compete in the common market, so they supported the continuation of the subsidization of
agriculture. However, these two higincome countries showed more support for rural
development and multfunctionality of agriculture than for subsgh for agricultural production.

The expected eastward expansion created a sense of urgency, the Commigstgratangthat

the reform will be more difficult after the accession of Eastern countries with a larger share of
the agricultural sector and the population working in agriculture. Meanwhile, various
orientations coexisted even within the Commission. Riesst Romano Prodi, along with other
commissionerswanted to reduce the share of agriculture in the EU budget. The commissioner
for Trade, Pascal Lamy, wanted a reformed CAP to enable the EU to take the leadreethe
trade negotiations (the Doha Roundfhe Commissioner for Agriculture and Rural Development,
Franz Fischler, proposed a reform of the CAP to a course he considered sustainable and
O2yaAraidSyid ¢A0K KAa @QAaAiAz2y O6FyR 1 dzZAONRF Q&AL
towards rural develpment, environmental protection and the production of safe quality food.

Mid Term Review (MTRyas considered by most players, as its naimgplies a simple
assessment of the Agenda 2000 as they were expecting only proposals for the adjustments
necessary de to the Eastern enlargement. That is why Fischler's proposal, made in 2002,
shocked the Member States, as they were mostly opposed to radical reforms. Although
Commissioner Fischler presented some key elements of the reform in some speeches and
articles,these were not taken seriously by opponents of reform.

After obtaining the approval of the Commission for the reform proposal (with two votes against,
one of them from the French Commissioner), obtaining the support of the Council (EU
governments) was nexlInitially the proposal was supported only biKand Sweden. After a
while, the Netherlands and Denmark joined to form the gE@&\P reform group. The angform
group included France, Spain, Germany, Portugal and Ireland. Other countries, generadly;, small
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were not opposed to reform, but had specific issues that the Commission knew it could solve in
order to convince them to support the reforms.

The antireform group, comprising three large countries (France, Spain and Germany), could
achieve a blockingninority vote. Traditionally it was considered that if France and Germany had

a common position in whatever problem that was sufficient to consider that decision to be
taken. The common position of the two countries towards the war in Iraq served forla ai

the glue of the antNB F 2 N OF YLIZ o6dzi I F{ S NJist{cadip \witiQBony LI & &
Blair's crucial contribution), Germamyovedin a position closer to its national interests and, in
exchange for concessis, alscenteredin the reformistcamp. Eventually, even Ireland changed

its position, and France, not being able to block the reform decision, sought concessions in order
to vote the proposal.

The result of this reform, beyond the radicalism brought by decouplimigich has always been
supported by economists with arguments focused on efficiency and the reduction of distoftions
is paradoxical from the perspective of the EU budget. Although at the start of the Prodi
Commission there was almost a consensus on reducing the agriculturgebbyg about 30%,
approval of the reform made the reduction to be much smaller. The Fischler reform can thus be
seen not as an instrument for reducing the importance of CAP, but as a way to save it.

What does the Fischler case tell us about the way Eli$ides are taken?

Introducing a conceptual framework with a metaphorical name, "the perfect storm”, Swinnen
summarizes several models and theories that argue that the acceptance of the Fischler reform
was facilitated by three factors:

a) the effect of nstitutional reforms

Successive treaties led to the introduction of qualified majaritthis area The 1999 vote on the
Agenda 2000 was the first CAP reform adopted without being voted by an importantrgo
(France). In the case ®flid Term ReviewCanmissioner Fischler worked to form a winning
coalition and to break a blockinginority alliance Renouncingo the unanimity changed the
rules of negotiationpro-status quostates werepreviouslyadvantaged but with the qualified
majority rulein placethey had to be active in seeking support, no longer being able to rely on a
blocking position.

b) a Commission with a proeform stance

If the rules of decision favor change and external pressures are strong enough, then the final
result is very dependendn the position of the Commission, the agersktter. The Commission
will foresee where the majority is heading and will make a proposal that follows the trend. Thus,

3 Swinnen, J.F.M. (2008)he Political Economy of the Fishler Reforms of th@& / 2 YY 2y | I NA Odzf { dzNJ
Perfect StormAn The Perfect StornThe Political Economy of the Fishler Reforms of the Common Agricultural Policy
CEPS, Brussels
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if the Commission has a strong preform preference, it will make the most reformist grosal

likely to gain the consent cd pro-reform coalition Thus, preCAP reform or prstatus quo
preferences of the Commission and within it of the Agriculture Commissioner can make the
difference.

c) changes in the poliegnakers involved

This factor t&es into account the political circumstances that allowed Commissioner Fischler to
find pro-reform partners in Member States.(g, the Green Party was in power in Germany, the
French trade unions wenmore open to dialoguéhan usua).

Member States' posions on CAP

LT AyadAlddziAaz2ylf Nz S&3 / 2YYA a3 heposkians bItE ¥ S NB
Member States were more constant over time. The Nordic countries prefer a radical reform of
the CAP, while France is the leader in fve-status quocamp. Romania's recent positions are
clearly against radical reform. Some empirical res€améasured the intensity of preferences of

EU Member States on various dimensions of the CAP, in order to identify the possibility of
obtaining qualified majoty for different objectives. For example, an analysis of the 25 EU
Member positions on two key dimensions of CAP, farm support and -foualttionality, shows

that starting with the 2004 extension the qualified majority is moving toward higher levels of
support for farms and a lesser emphasis on mifutictionality (see Fig.1). These changes are due

to the positions of the new Member States: Poland and Slovenia want higher subsidies; on the
other dimension, Hungary, Estonia, Slovakia and the Czech Reprdiéc an approach based

on productivity over one based on muftinctionality. The conclusion of the analysis is that
further reform is difficult to foresee without external shocks (the Doha Round negotiations, for
example) and can only be achieved wsthong support from the Commission.

“ Henning, C.H.C.A. (2008EU EnlargementDriver or Obstacle to Future CAP Reform#®?The Perfect Storm.
The Political Economy of the Fishler Reforms of the Common Agricultural PGIERS, Brussels

10
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Fig. 1. Positions on CAP debate

Multifunctionality

O Denmark
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Farm support
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Source: Figure based on Hemi(2008) Romania's position is approximated by t8& LJ2 NI Q& | dzii K 2

Fig.1should be read as: OnorizontaléC | NJY & dzkdnd2tidIpreference fdow subsidies-( versus
maintaining subsidies or increasing thefR)® hy OSNIFHNHOUA L HA §Aeé¢ WS ya
maintainthe first pillar as the priority of CAB 6r developing the second one (+)

The principle of rotatig presidencyf the EU Council means the preferences of the state holding
the Presidency are taken into account by the Commission in determining tamdggendaof

the debate. In addition, it is customary for the state that holds the presidency to formulate
specific piorities and propose debates in accordance with

them. The British vision was (and

. _ ) ) remains) that in 165 years, the
The United Kingdom used this opportunity and towards theg agriculture shoulde treated

end of the 2005 British Presidency it launched a documenfike any other sector of the
proposing a radical reform of the CAP. The British vision wasconomy

(and remains) that in @15 years, the EU agulture should

be treated like any other sector of the economwjth

farmershaving to take their business decisions based only on the market situation and not as a
response to the subsidies received.

France respoded immediately byaunching ir2006 a memorandum on the implementation and
future of the CAP. The memorandum, signed by 18 countioesised on the role of agriculture

as a key tool in ensuring a global strategy on nutrition, stressing the concept of food security and
community preference (protectionism), a strategy that can be better implemented by
maintaining the CAP and by defending the European model of agriculture. Romania, while not
yet an EUnember, associated itself with this memorandum

11
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When its turn at the Presehcy arrived in the second half of 2008, France submitted to the
Council the conclusions of a debate on the future of the CAP after 2013, but these conclusions
could not be adopted because of opposition from three countries (including United Kingdom).
TheCzech Presidency (first half of 2009), having as a priority the debate over the future of the
CAP, organized an informal meeting centered on the direct payments scheme and their uneven
distribution, a problem raised by the new Member States (including RahaThe overall
conclusion of the debate was that efforts to streamline the CAP after 2013 and to seek a model
of direct payments that is simple, flexible and acceptable to taxpayers will continue. However, it
was not possible to reach a consensus ouvee tonclusions of the debate, some (Nordic)
countries considering them too conservative and other countries (Eastern) as not committed
enough in what concerns the equitable distribution of direct payments.

This was the beginning of formal debate on CARrrefpost2013, which will be followed by
other meetings and position papers by the end of summer 2010, when the Commission will
publish a communication on the CAP p@6t13, to be followed in middle of 2011 by a legislative
proposal.

The Swedish PresidenéyA Yy LINRINB&a0v R2SayQid KK @S yzy3
reform, but it does have other three related areas: a) agriculture and climate change, b) animal
health and welfare, c) changes in the Common Fisheries Policy.

Conclusion: Some informesgpeculation about the Commission proposal of 2011

The CAP history described above, the topics for debate and deasking patterns on past
reforms should be integrated into an analysis model to which we add the current pelitical

institutional situatian in the EU:

. . GAgriculture will continue to have at
- Barroso Commission 1l wpkobably not stray far important  place in Europe's futur

from the style of the Barroso Commission I. Tl development, not only in ensurinfpod
current and future President of the Commission is security, preserving the environment a
cautious personality and most likely will not ris cherishing the countryside, but also in facil
coming up with proposals that deviateidely from new.challenges .SUCh as climate chqnge W
_ ) e . providing a fair standard of living for

what is perceived to be the majority opinion. | t5rmers. But it needs to adapt. Just as
other words, Barroso is not a leader that wants | common agricultural policy has pved able
move the focus of the debate, but rather the kin to transform itself in recent years, there is
that follows the majority. As such, the real agen¢ N€ed to decide on the future needs and rols
setter within the future Commission will bé&e agriculture and rural development in the E
_ o _ 2020 vision and to gear public investme
Agl‘ICU|ture commissioner and mUCh W|” depend ( and |nnovat|on efforts to de“ver a th”V'n

this nomination. rural economy 6
Political guidelines for the next Commissior

Most likely,the Lisbon Treaty will cometmforce in | 35¢4 Manuel Barroso

the middle of the debate on pos2013 CAP.
According to the new Treatythe European Parliament (EP) will receive adeoision ole

12
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6023aSHKSNI 6A0GK (GKS 9dzNRLISFY [/ 2dzyOAfto 2y (GKS
regarding prices, quotas and state interventions will be negotiated by governments in the
Council). Therefore, the Commission will have to present a propisali g At £ KI @S (2
opinion of the majority not only in the Council but also in the ©&/e can expect the debate
within EPto focus on multifunctional issues like environmentalissitnate changeand animal
St TIFNBD ¢KSa BsuesNBstlyliaic& byWiest& yNE®Ps$ Although the Agriculture
Committee within the EP will manage this issue, and in this committee there is a strong
agricultural lobby, the influence of th€ommittees on Environment, Internal Market, and
International Tradewill take the debate on new grounds.
The European Parliament will probably not act as an-anti
subsidies actor buit will probably strivefor a greater role
for Pillarll.

The Commission will have to

present a proposalrthatAWiII have to
a3ddzSaaé¢ UKS 2LARAYy
In conclusion, in a conservative scenario, Barroso Mmotonly in the Council but also in
Commissiorwill makea modeate proposal which wilhot the EP

address the problem of subsidigsut it will draw attention

to the environment, climate change, animal welfare, organic agriculture, all of them increasing
the share of rural developmerg the second Pillar. If it will perceia critical mass of decision
makers to favor a cap on payments for big farmers, the Commission could revive the initial idea
of the Health Checén this issue

Changes included iRlealth Checltor post-2013 CAP

CAP Health Check, adopted in November 2@08, package of cinges to the CAP regulations
which represent small, rather technical, steps in the reformist direct®omeof the changes

I R2LIGSR KI @S a2t OSR RAFTTFAOdA § A&aadzSasz oKAOK
order not to be ejected by Member States. Thus, intervention in marketss decreased
modulationwasextended and the decouplingastaken forward:

a) National milk quotas havbeen increased by 1% per year and scbeduled to besliminated
in 2015;

b) Purchases from thmarket at the level of the intervention price for bread wheat were limited
to 3 million tons (whole EU), the interventions over this quantity being made by public sale (at a
lower price);

c) Theset asidameasure was eliminated; Romania did not have dbégation to implement this
measure;

d) Modulation (moving funds from Pillar-Idirect payments to Pillar H rural development)
requires that payments for farms receiving more than 5000 Euro to be reduced by 10% until
2012 (and g a further 4% for thos farmsreceivingmore than 300000 Euros), the remaining
funds being transferred to the rural development budget.

13
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e) Decoupling, the key result of the 2003 reform, achieved by introducing the single payment
scheme at farm level (and in the new Member 8tatase, the single payment scheme per area)

was imposed even to those sidectors from some countries that cb® to preserve coupled
support.

One of the minuses of the CAP Health Check, from the perspective of a better equity in the
allocation of funds aslirect funding, is the refusal of the European Commission to discuss a
proposal concerning equal direct payment rates for all Member States. Another failure, from the
LISNELISOUGA DS 2F GKS TFTEFENXYSNBQ AyO02YSs Ayimenii KI{
per farm¢ thus very large farms remain the main beneficiaries of the CAP, in contradiction with
the EU objectives regarding support for family farms and the development and preservation of
rural areas.

The debates on CAP Health Check related ® direction of the reform after 2013 din not
provide until now a common position of the Member States, not even one at the level of
principles, even though it appears that almost all states were aware there will be a reduction of
the agricultural budget.

For Romania the Health Check of the CAP was the first major experience of participation in
agricultural policydebateand the first important exercise in negotiating a reform package. The
Romanian delegation headed by Agriculture Minister Dacian Ciolos dookddle position,
generally supported the Commission's proposals and managed to introduce a provision
applicable to Romania and Bulgaria, regarding the increase of tHanding limit for direct
payments to the level permitted to the states that joinéd2004. The success of this provision
could be interpreted as a first step to equalize the rates of direct payments across the EU, an
issue that will be one of the most difficult problems of future reforms (Eastern Member States
give farmers smaller sulitBes than Western ones, but these are expected to gradually increase
S0 as to equalize the levels).

14
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ROMANIA
W2YF YAl Qa Gg2 | IANROdA GdzNB a

The percentage of the populatiomorkingin agriculture in Romania is the largest in the EU, but
in decline even beforeaccesion (from 36% in 2005 to 30% in 2007). The most mapb
contributing factor to thisdecline seems to bexternalemigration, especially to Spain and Italy,
made easier bjreedom of movement in Europe.

Fig. 2.
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SourceEurostat

Ramania has a farnpopulation fivetimes bigger tharthe EU leveland double compared with
the next country in line (see Fig. 2), but the average size of the farm places the country in the
opposite exteme, alongide small countries such as Cyprus or Malta.

Fig. 3.

Average area of an agricultural holding (in ha)

MTRO CY GR BG HU PL SI IT LT PTEU27LV AT ES NL BE SK EE IE FI SE DE FR LU DK GB CZ

Sour@: Eurostat
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Even thoughmany think otherwisein Romania, the European agricultural model is noased
on big industrial farmsput on the middle, typically familyfarm. It is true there are differences
among EU countries, with UK, Denmark but dls® Cze&h Republic having on average larger
farms than the European level. With an agricultural structure entirely odd for a European state,
Romania does not fit thimmodel. The average farm in Romani&3j8 hectares (see ¢:i3), we
have a giant percentage ofi¢ population engaged in agriculture, but also a significant number
of very large farms that consume the greatest portion of agricultural subsidies.

In fact, Romania has two agricultures, without any relation between them and with divergent
objectives andequesting different policies

l. Subsistence agriculturgmicro-farmswhich exist for seftonsumption
2.6 million households in Romania own under 1 hectare of land.

Il. Agroindustrial agriculture- made up offarms with hundreds or rather thousads of
hectares.

9600 households own over 100 hectares

Middle level agriculture is underdeveloped
aARRES FFIN¥Ya 66S0i6SSy mn YR mnn KFE0O SYLX 2@

Fig. 4. The total agriculture area utilized by farm size categories

Categores of farms | Number of| Area used Number of| Area used in
farms in 2005| in 2005| farms in 2007| 2005
(thousands) | (thousand | (thousands) | (thousand ha)

ha)
under 10 ha 4025 7028 3751 6846
Between 10 and 10( 86 1652 90 1733
ha
Over 100 ha 8,9 5225 9,6 5173

Souce: Eurostat
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Fignr. 5
Middle level farming in Romania and other states (2007)
Poland
o 3-500.000
-g 3.000.000
'S 2.500.000
% 2.000.000
= 1.500.000
S 1.000.000
=S i
s N
E’ 0 _ T T T T T T T
< <2 ha 2-5ha 5-10ha 10-20ha 20-30ha 30-50ha 50-100ha >100ha
Size in ha
Denmark
2.000.000
o
=
.£ 1.500.000
o
2
S 1.000.000
s
S 500.000
=
2 o . .—._._.-...
o
B <2 ha 2-5ha 5-10ha 10-20ha 20-30ha 30-50ha 50-100ha >100ha
Size in ha
) g o a2
6.000.000 ROMant
85.000.000
£
gaooo.ooo
[+
"$3.000.000
=
2
52.000.000
k=
[=1s] il
o - : : : _ mmm 2 mmm 2 N
<2 ha 2-5ha 5-10ha 10—520ha Zﬁ—3oha 30-50ha 50-100ha >100ha
izein ha

Source: Eurostat

17



