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The Common Agricultural Policy came into force in 1962, the initial 
objectives being defined by the Treaty of Rome. The fundamental guiding 
principles on which the CAP was developed were free internal trade, 
preference for member countries and joint financial responsibility. Over 
time the CAP has been adapted to meet changing community expectations, 
internal budgetary constraints and external pressures. 
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 Agricultural policy was the first common policy of the former 
European Common Market, founded in 1957. Born just as the six founder 
members were emerging from a decade or more of food shortages, the 
Common Agricultural Policy began by subsidising production of basic 
foodstuffs to guarantee self-sufficiency. In the 1950’s food was scarce and 
expensive, choice and quality were poor. The agricultural policy encouraged 
a constant supply of home produced food by providing farm price supports. 
In this way, the instability in world market food prices was avoided through 
a combination of food import tariffs, export refunds and market 
management.  
 The Common Agricultural Policy (CAP) was born in the late 1950’s 
and early 1960’s and came into force in 1962. The initial objectives were set 
out in the Treaty of Rome: to increase agricultural productivity, by 
promoting technical progress and ensuring the optimum use of the factors of 
production; to ensure a fair standard of living for the agricultural 
Community; to stabilize markets and to guarantee the availability of 
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supplies at reasonable prices. In short, the CAP combined a system of 
subsidies linked to production volumes of certain agricultural products, 
considered the most important in what was called continental agriculture 
(meat, dairy products, cereals, sugar beet), with a system of import duties on 
agricultural products and export grants. 
 The CAP mechanisms were adopted by the six founding Member 
States which individually strongly intervened in their agricultural sectors, in 
particular with regard to what was produced, maintaining prices for goods 
and how farming was organised. This intervention posed an obstacle to free 
trade in goods while the rules continued to differ from state to state, since 
freedom of trade would interfere with the intervention policies. Some 
Member States and all farming professional organisations wanted to 
maintain strong state intervention in agriculture. This could therefore only 
be achieved if policies were harmonised and transferred to the European 
Community level. 
 The CAP went into effect in 1962 with four basic principles:  
• a unified market for the free movement of agricultural products in the 

European Union covered by community preference. 
• financial solidarity - all costs of the CAP were to be financed out of a 

communal treasury, FEOGA (European Fund for Orientation and 
Agriculture Guarantee), supported by import tariffs and contributions 
from European countries. 

• community preference - European products were to be given preference 
over imported products. 

• parity and productivity - farmers’ incomes were to be equal to incomes in 
the other sectors, with reasonable prices in order to permit food access to 
the consumer. 

 Over time the CAP has been adapted to meet changing community 
expectations, internal budgetary constraints and external pressures. The 
policy was so successful that, by the late 1970’s and early 1980’s, it had 
generated a problem of surplus production and a distortion in world trade 
caused by subsidised production and export.  
 In this context were proposed the first reform of the CAP. Thus, cost 
control measures adopted in 1984 established quotas for dairy products and 
market controls for cereals and wine. At the same time, the Commission 
proposed a Green Paper that emphasised the need to adapt the CAP to 
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economic constraints, and to seek a better market balance, underlining the 
economic and social role of agriculture. Despite these measures, the 
situation of agriculture in Europe did not substantially improve, and in 1988 
the Commission presented new proposals, principally the improvement of 
budget discipline, an increase of structural funds at the cost of guarantee 
funds and measures to reduce the volume of farm land. 
 These new measures again proved insufficient. Thus, more extensive 
reforms were proposed in July 1991 and adopted by the Council of 
Ministers of the European Parliament in May 1992. The most important 
reforms to the CAP since its inception commenced in 1992 under the 
tutelage of Commissioner MacSharry and are still in progress. They involve 
progressively replacing the established high insulated internal prices by 
support prices closer to world market levels. Producers are being 
compensated through ongoing direct support payments. 
 This reform brought about a substantial change from systems of 
price support to systems of direct aid to farms, in order to limit supply. The 
main goal was to cut the internal price of EU agricultural products, without 
undermining farm incomes. The measures adopted by this reform were 
finally successful in reducing surpluses, containing expenditure and 
maintaining farmer income. 
 Prior to 1992, farm product prices were supported through price and 
market support mechanisms, such as the removal of surplus products from 
the market and restricting imports from outside the EU. The first CAP 
Reform in 1992 forced a major change in European farm support systems.  
 European farmers were asked to produce less, get paid less for what 
they produce, import more food from outside the Community and in return 
receive direct compensatory payments from the European Union. In 
addition, quotas on the production of most farm produce were introduced 
over the years to curtail production and balance market demands. 
 The future entry of Central and Eastern European countries and the 
revision of World Trade Organization multi-lateral trade agreements 
demanded a new direction for the CAP to make it consistent with the 
strategy adopted in 1992. In the context of an increasingly market oriented 
policy, this goal involved the consolidation of Europe’s agricultural model, 
based on simultaneous achievement of three fundamental functions: 
economic, territorial regulation, environmental. 



FACULTATEA DE MANAGEMENT AGRICOL 

 Therefore, Agenda 2000 involved a new reduction in institutional 
prices, offset (in part) by the increase in direct subsidies, the incorporation 
for rural development of measures traditionally used for other purposes, and 
the introduction of the faculty of Member States to modulate direct farm 
subsidies. Common Agricultural Policy must: 
• ensure a multifunctional, sustainable and competitive European 

agriculture and guarantee a stable income for the farming population; 
• contribute to the conservation of the countryside and to ensuring the 

vitality of the rural world; 
• address the concerns and demands of consumers regarding the quality 

and safety of foodstuffs, protection of the environment, and animal 
welfare; 

• aim at transparency and the simplification of procedures for application. 
 The main reforms generated by the principles of Agenda 2000 were 
adopted half-way through 2003 and represent the most radical reforms of 
CAP since its foundation. 
 On June 26, 2003, the EU Council of Agricultural Ministers agreed 
on a package or reforms to the CAP. The reform will completely change the 
way the EU supports its farm sector. The new CAP will be geared towards 
consumers and taxpayers, while giving EU farmers the freedom to produce 
what the market wants. In future, the vast majority of subsidies will be paid 
independently from the volume of production. To avoid abandonment of 
production, Member States may choose to maintain a limited link between 
subsidy and production under well defined conditions and within clear 
limits. These new "single farm payments" will be linked to the respect of 
environmental, food safety and animal welfare standards. Severing the link 
between subsidies and production will make EU farmers more competitive 
and market orientated, while providing the necessary income stability. 
 The reformed CAP includes key elements such as: 

• a single farm payment for EU farmers based on payments claimed in the 
2000-2002 reference period. This decoupled payment replaces some or 
all of the amounts currently paid under a variety of programs. 
Independent from production, this payment will be linked to compliance 
with environmental, food safety, animal and plant health, and animal 
welfare standards, as well as a requirement to keep all farmland in good 
agricultural and environmental condition. Penalties would be applied for 
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failing to fulfil these requirements; 
• Member states may choose to introduce the single farm payment in full 

or they may opt to: retain up to 25% of the payments for arable crops or 
up to 40% of the special assistance for durum wheat, continue to couple 
up to 50% of the premiums for sheep and goats, keep the slaughter 
premium or 75% of the special bull and steer premium, keep the suckler 
cow premium and up to 40% of the slaughter premium, retain up to 10% 
of direct payments for measures that have a positive environmental effect 
or improve the quality and marketing of agricultural products; 

• the single farm payments of larger holdings will be reduced by 3% in 
2005, 4% in 2006 and 5% from 2007 to 2013 with the savings used to 
finance rural development measures; 

• no reduction in the intervention prices for cereals; 
• a new financial trigger to ensure that CAP expenditures do not exceed the 

EU’s agricultural budget which has been fixed through 2013. 
 In 2008, a review of the CAP will begin. Among others the 
following themes and issues will be discussed and will shape the future 
CAP: common market organizations (govern production and trade of agricultural 
products from each member states of the EU; they aim to reach the CAP 
objectives and notably stabilize the market, increase agricultural 
productivity and guarantee a stable income for farmers); the EU-budget (even as 
it has decreased greatly, the agriculture component of the EU budget is still 
notably large; part of the reason for this is that most agriculture policies and 
hence government spending is decided at the EU level); milk quotas (milk is one 
of the few remaining commodities in which production limitations exist to 
ensure a higher market price); allocation and transparency of CAP payments; bio fuels 

(recently the EU has established bio fuel targets, the overall EU goal being 
to reduce climate change). 
 Projections to 2013 by the European Commission indicate a recovery 
in net exports of cereals, including wheat, from their low levels in the early 
part of this decade, net exports of pig and poultry meats and net imports of 
sheep meat being relatively constant, net exports of butter and skim milk 
powder declining a reversal from the European Union being a net exporter 
of sugar to being a net importer and a substantial increase in net imports of 
beef. 
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 For EU citizens the priorities of the Common Agricultural Policy 
(CAP) should be to: provide healthy and safe food; ensure a fair standard of 
living for farmers; promote respect of the environment; guarantee that farm 
animals are well treated; help farmers adapt to consumer's expectations; 
ensure reasonable prices for consumers; boost growth and jobs in the rural 
areas. The main aim of the European Union’s Common Agricultural Policy 
is to promote quality and safety and a farm sector in tune with the 
environment and animal welfare. 
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