
 

[Comment] A simplified CAP is long overdue 

12.10.2006 - 10:34 CET | By Richard Laming 

EUOBSERVER / COMMENT - It is good to be able to report some good news from Brussels. A 
new drive is underway to simplify the Common Agricultural Policy, having been discussed at a 
conference of national experts that met last week. 
 
An action plan has been launched by agriculture commissioner Mariann Fischer Boel to 
streamline the way in which Europe's agricultural markets are managed. Each different crop 
or commodity has its own set of rules, often making it hard to work out what is going on. The 
plan is to bring the 21 different sets of rules together into one, scrapping as many as 35 
Council Regulations along the way. 
 
And this matters. The CAP will cost the European Union €43 billion this year, making up 38 
per cent of all EU expenditure. Simplifying the administration will save money for the budget. 
 
It will also be good for the European economy. The food and drink industry, which buys 
around two-thirds of Europe's agricultural output, employs more than 4 million people and is 
Europe's biggest industry. It includes lots of world famous names, but also lots of small and 
medium sized companies, family-owned businesses and entrepreneurial start-ups. A simpler 
system will help them all become more competitive. 
 
But there are two other reasons why simplification is a priority. And that's what I really want 
to write about. 
 
First, there is the political consequence of simplification. How can we ask citizens to trust and 
value the European Union when such an important area of its activity is so complicated and 
unclear? The CAP is controversial in many countries – for very good reason – and settling that 
controversy is almost impossible as long as the rules are so unclear and confused. A simple 
CAP is good for the European project. 
 
The second reason is perhaps the more important one, and it lies in the very origins of the 
CAP itself. 
 
It was a key objective of European policy in the early days of the EU to make sure that there 
were adequate food supplies in Europe. The second world war and period of privation that 
followed were strong in the memory. Never again should that be allowed to happen. 
 
As a result, the policy was designed to encourage farmers to produce more, and they willingly 
obliged. In fact, they reacted to the encouragement so successfully that they started to 
produce too much. Surplus stocks piled up in warehouses, which the taxpayer had to pay to 
store. To stop cheaper food coming in from countries outside the EU, tariff barriers had to be 
raised. This was something the consumer had to pay for. It started to get out of control. 
 
Reforms were started to bring production down to the levels that were actually needed. And 
that's where the complications started to set in. All kinds of clever methods were invented by 
Commission officials in Brussels to try and take control, but every time a new rule was 
introduced, farmers responded in the way that suited them best. 
 
This is known, in economic theory, as "moral hazard". If rules are set up to accommodate 
behaviour, people adapt their behaviour to exploit the rules. It's only natural. It happens in 
all kinds of social and welfare policies. The CAP was no exception. 
 
So a simplification of the system means fewer opportunities to exploit it. And that's a good 
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thing. 
 
There have to be rules, to create and protect the single market for one thing, to support 
environmental protection measures for another. But if the rules are clear, simple and 
predictable, the objectives are easier to achieve and the side-effects will be fewer. 
 
It will take some time to complete the reforms, but it is good to say that they are going in the 
right direction. That is something that all Europeans can surely welcome. 
 
Richard Laming is Director of Federal Union. 
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