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The history of CAP reforms
• The CAP has been reformed a number of times, which 

have changed the mode of support, but not the level of 
subsidies.

• 1984: Dairy quotas
• 1988: Budget stabilisers
• 1992: From price support to direct payments (Mac 

Sharry reform)
• 1999:  Further move from price support to direct 

payments (Agenda 2000)
• 2003: Decoupling of Direct payments (Fischler reform)

– + follow-on reforms.

• 2008: Further decoupling (Health check reform)
• 2013: Further greening and some re-coupling of support

2



3/12/2013

2

The post-1992 architecture of the CAP
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Direct payment 1992, decoupled 2003
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CAP reform

Domestic support in the WTO AoA

Support 
category

Amber box Blue box Green box

Definition All other payments 
linked to production 
or to production input 
(measured as AMS)

On the overall 1986-
88 level of amber box 
support,  20% 
reduction from 1995-
2000

Direct payments 
under production-
limiting programmes 

No reduction 
commitments

Support schemes 
which have ‘no, or at 
most minimal, trade-
distorting effects or 
effects on 
production’ 

No reduction 
commitments

CAP sup-
port 
instru-
ments

General EU price 
support model pre-
1992 (still dairy, 
beef, sugar)

EU area and live-
stock payments 
1992

EU single farm 
payment 2003
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Reform triggers

• 1980s: Budgetary pressure
• 1992: Crisis in GATT farm trade negotiations, but 

budgetary pressure legitimised reform internally
• 1999: Prepare for WTO negotiations and EU 

enlargement, but reform prepared for none of this
• 2003: Avoid deadlock in WTO farm trade negotiations, 

but reform legitimised internally by the need to have the 
CAP respond to public concerns (environment, food 
safety, animal welfare and food quality)

• 2008: Prepare the EU to strike WTO deal on farm trade
• 2013: No WTO pressure: Legitimise CAP to the public?

What is the impact of the WTO on the 
CAP?
• Tangermann: 

– ‘The Uruguay Round has not only resulted in new 
legal rules and quantitative reduction 
commitments ... It has also affected the nature of 
the policy debate in agriculture. The WTO has 
become a relevant factor in agricultural policy 
making’ (2004: 40, my italics).

• The changed nature of the policy debate in 
agriculture is the most important impact of the 
URAA and the Doha Round negotiations
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Negotiating the Uruguay Round AoA
• MacSharry reform of the CAP in 1992.

– Partial shift from price support to direct support
– In parallel bilateral negotiations with the US it was 

agreed to include a blue box to shelter these 
payments and the US’ deficiency payments

– URAA to a very large extent designed to 
accommodate the reformed CAP

• Allowed the EU to agree to, and conclude, the 
UR (Blair House I and II)

• But still large gap between the URAA’s stated 
objectives and its operational measures, but sets 
limits for agricultural protection and support. 
– Prevents backtracking of the CAP.
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The Doha Round
• Agenda 2000 CAP reform (1999) to prepare the EU for 

enlargement and the WTO ill-fated Millennium Round. It 
fulfilled neither of these original purposes. 

• Locked the EU into an unambitious position in Doha 
Round. 

• Further reform was needed: CAP reform in 2003 shifting 
direct support from blue to green box

• Concessions in 2005: eliminate all forms of export 
subsidies (limited real impact)

• But not enough. Talks suspended in July 2006, July and 
December 2008: EU not blamed for causing suspension

• The EU still vulnerable on market access: beef, sugar 
and dairy



3/12/2013

6

Implications for EU-Australia FTA talks
• The CAP has evolved considerably as a result of 

the WTO, and is significantly less trade distorting 
than previously.

• Export subsidies no longer an issue.
• For arable products EU support prices lowered 

�reduced tariffs
– Decoupling of domestic support in 2003

�minimal impact on production
• Still price support in beef, sugar and dairy sectors

– Tarrifs are relatively high
• Doha Round must be concluded to consolidate 

the unilateral CAP reforms already undertaken
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Thank you!
Further reading:

Daugbjerg, Carsten and Alan Swinbank (2009)
Ideas, Institutions and Trade: The WTO and the 
Curious Role of EU Farm Policy in Trade 
Liberalization, Oxford: Oxford University Press. 
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