26.06.03

CAFOD slams CAP reform for failing the Third World

The Catholic aid agency CAFOD says a new European Union deal on farm subsidies does not contain the necessary reforms to stop the dumping of cheap EU goods on developing countries. 

European Union Farm Ministers say the package will cut the enormous subsidies the EU pays its farmers.

But CAFOD says the final proposals are lame efforts that will do little to end the damage EU subsidies do by undermining third world farmers. 

The total CAP budget of £30 billion (43bn euro) will remain in place until 2013 – that is a further decade of more subsidies. The largest farmers will continue to be given very large amounts of money and the basic shape of the CAP will remain grossly damaging to development. 

CAFOD Trade Policy Analyst Duncan Green says, “The EU is massaging the figures to make it look good for the upcoming WTO Summit in Cancun this September. But this agreement is a bad deal for the world’s poor. Dumping will go on. It beggars belief that the EU can continue to pump £30 billion a year and it will not lead to dumping. It’s an outrage. 
The EU’s support for dairy farmers amounts to around £11 billion per year, which works out as about £1.40 per day for each cow. Put another way, the average EU cow now receives more than the income of half the world’s population. 
The central plank of the EU farm deal is a measure aimed at breaking the link between subsidies and production, referred to as  "decoupling". But Duncan Green says, “This may seem radical in Brussels but for developing countries it is dumping as usual.”

Please contact CAFOD’s Patrick Nicholson at CAFOD on 0207 326 5559, 07979 781015 or pnicholson@cafod.org.uk
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                  EU CAP REFORMS A DISASTER FOR THE POOR

Oxfam today condemned the European Union's CAP reform proposals saying
that they comprehensively fail to stop the EU from dumping farm produce on
poor countries and could spell disaster for the world trade talks which begin
in September.

Phil Bloomer, Head of Advocacy at Oxfam said:
"These proposals confirm our worst fears, there is nothing to celebrate.
European agriculture will still be subsidised to the tune of £30 billion
creating vast surpluses that will be dumped on poor countries.  The
French took Europe's agriculture negotiations hostage and the ransom will be
paid by poor farmers who will continue to suffer as a result of EU dumping.


It is difficult to see what poor countries will get out of the world trade
talks in Cancun this September.  Europe had the opportunity to take
global leadership on making trade work for the poor, instead it has chosen to
stick its head in the sand."

The British tried, but failed, to secure a meaningful deal on CAP
reform.


Sugar, a key product for many poor countries, was so divisive that the
EU had to take it out of the CAP reform discussions.  Reform on milk
subsidies was fudged, with the big decisions deferred until 2007.

For example, European dairy giant Arla Foods, which delivers milk to
half a million people in Britain every morning, exports some £43 million worth
of dairy produce to the Dominican Republic.  The European Union gives Arla
£11 million in export subsidies to help facilitate these exports which makes
Arla's milk 25% cheaper than local produce.  As a consequence of this,
10,000 farmers have lost their jobs in the dairy industry in the
Dominican Republic over the last twenty years.  Nothing in today's deal will stop
this from happening.

Bloomer continued:
"Member states have been allowed to protect their own interests. This
CAP deal is a failure for the world's poor, member states have added a
plethora of caveats and get out clauses to this agreement, including completely
sidestepping the serious problem of dairy dumping by the EU on poor
countries."
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CAP `reform` a `magician’s trick`

London: Consumers International (CI) has expressed its deep disappointment at the so-called reform of the Common Agricultural Policy (CAP) announced this morning.

CI Director General Julian Edwards says: `This deal is another magician’s trick, a real sleight of hand, by EU agricultural negotiators. It has nothing of substance to offer consumers in the developing world, in the European Union or the accession countries.’

CI, which represents 250 consumers organisations in 115 counties worldwide, has  three broad areas of criticism:

WTO negotiations – The deal excludes agricultural products of specific interest to poor developing countries, many of whose farmers depend on these products for their livelihood. Discussions of  reforms to cotton, where EU subsidies are already the highest in the world, and tobacco have been delayed, and sugar is not even mentioned. Lack of immediate action on these commodities so close to the WTO Cancun Ministerial this September flies in the face of the EU’s claim to support a development round.   

EU countries – The CAP budget remains fixed at £30b/€43b/$50b per year and is geared totally to the benefit of European farmers, rather than consumers and taxpayers. It will not reduce the cost of aid paid from taxation nor significantly reduce the price of food in the European shopping basket.

EU accession countries - It is unclear how the deal will affect consumers in the ten accession countries. Their farmers had been offered gradual access to lower subsidies than in the 15 EU members but how can these be paid for when the total CAP budget limits will not be increased and all the money is still committed to farmers in the EU? 

`This deal is riddled with delays and exceptions, which expose it for the political fudge it really is,’ says Julian Edwards. `Without a greater commitment to EU reform, there are no incentives for other countries, including the USA, to tackle tariff barriers and subsidies at the WTO Ministerial. This deal is anti-development, anti-trade and anti-consumer.’

Notes to editors: 

For further information on Consumer International and its work or to interview Julian Edwards please contact Kaye Stearman, details above. 

EU’s CAP “Reform”? Let Us Not Be Fooled

By Aileen Kwa*

Geneva 26 June. The EU decision on the CAP “reform” was announced as negotiators were convening yet another meeting in Geneva to try to break the impasse of the agriculture negotiations in the WTO. But let us not be fooled. The EU is not going to lower it subsidy levels. This deal is about shifting between different support programmes. The French-German deal struck in October 2002 freezes overall EU supports for 2007-2013 at the 2006 level. From now till 2006, the EU will have to deal with incorporating 10 new Members, thus support levels in all likelihood could increase slightly between 2004-2006 from the present Euro 43 billion provided annually.  

The supposedly “radical reform” is to ‘“decouple” a certain percentage of supports i.e. provide supports which are not contingent on production levels. The theory says that this will make trade less distorting. EU farmers will receive direct payments based on a historical reference period, and delinked from how much they currently produce, what or whether they even produce. 

Good theorizing, but does it actually work? Farmers are supposed to produce less, or even not produce at all, since they will receive payments in any case. Has it worked in the past? No. Since the 1990s, the EC has been decoupling part of its subsidies in cereals. EC intervened at prices much closer to the world price, and 50 per cent lower than the previous intervention price, whilst channeling payments to farmers directly. If the theory was right, cereals production should have fallen, since farmers could have produced less (and distorted world prices less) yet received their payments. The CTA (Technical Centre for Agricultural and Rural Cooperation ACP-EU) instead found that EU cereals production increased by 25 per cent instead of contracting because overall subsidy levels had in fact increased. The direct payments given were calculated to more than adequately make up for losses experienced from a lower intervention price. 

Why don’t EU farmers follow the economic, price and subsidy signals which the decoupling theory presumes they do? Probably because the theory is just too simplistic. There are too many other factors involved. Farming is not just a job, but a part of one’s family history possibly for hundreds of years. Producing drastically less, or eventually moving out of the farm altogether is also likely to entail moving to the city and accepting a very different culture and way of life. In reality therefore, most European farmers stick to farming as long as they possibly can. It matters little to the farmer then what labels the government supports come with. 

But the implications of this “reform” have grave consequences for the developing world, firstly in the area of agriculture, and secondly, in terms of the leverage the EC will make of this at the coming WTO Ministerial Conference to ply open markets of the South not only in agriculture, but also in other sectors.

This CAP “reform” will make the price and trade effects of the CAP instruments less transparent. Developing countries will witness more price competitive, though no less subsidized, EU agricultural and processed products on their markets. Compared to export subsidies, where the distortion is at least transparent, it will be much more difficult for EU’s trading developing country partners to ascertain the level of supports (and dumping) that are affecting their markets. 

Countries which have liberal trade arrangements with the EU are particularly vulnerable, for example, for the over 70 African Caribbean and Pacific (ACP) countries where the EU is presently negotiating reciprocal trade agreements. “Competitively” priced EU products will be flooding those markets. The ACP countries will effectively become the Europe’s dumping ground.  

Furthermore, the “reform” will jumpstart further agriculture liberalisation talks in the WTO. An impressive public relations mechanism is now being set into full gear. Developing country Ministers will be told that liberalisation on the part of the Europe is underway and demands will be made from developing countries to significantly lower their tariff levels. 

The last round of WTO agricultural liberalisation already had detrimental impacts. This round will further wipe out small farmers and exacerbate the already acute crisis of rural poverty, unemployment and hunger. The proportion of this silent human disaster cannot be underestimated. Whilst only 5 per cent of the population are farmers in the EU, the majority still depend on this sector for their livelihoods in the developing world - 75 per cent in China, 77 per cent in Kenya, 67 per cent in India, and 82 per cent in Senegal.

EC’s trade commissioner will also use this opportunity to press for accelerated liberalisation in the services sectors as well as expand the ambit of the WTO, in the interests of EU’s corporations, and launch new negotiations on investment, competition, transparency in government procurement and trade facilitation. If the Ministers from the developing world, under strong political and economic pressures cave in, eventually, the South can kiss goodbye to its last bastion of domestic policy space. Despite developing countries’ enterprises standing no chance against the multinational giants, eventually, the right to give local enterprises preferential treatment at home over foreign corporations will be chipped away, even on home ground. 

Aileen Kwa is a policy analyst with Focus on the Global South based in Geneva. She is author of “Power Politics in the WTO” and co-author of “Behind the Scenes at the WTO: The Real World of International Trade Negotiations”. She can be contacted at aileenkwa@yahoo.com
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