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Abstract: The evolution of the Common Agricultural Policy (CAP) has been conditioned by a number
of factors. Among them is the so-called external aspect of the CAP on which this work focuses,
being the main objective to analyze the relationship between the evolution of the CAP and the
negotiations leading to the liberalization of international agricultural trade, which were held within
the General Agreement on Tariffs and Trade (GATT) and the World Trade Organization (WTO). In
the same way, we also consider the consequences for European agricultural foreign trade derived
from the commitments assumed by the European Union (EU) in those two negotiating forums. To
achieve these objectives, this research proposes two working lines: first, a literature review for better
understanding how international agricultural trade has been regulated since the end of the Second
World War to the present, and second, a research effort to know the possible implications that said
regulation have had for the evolution of European agricultural foreign trade. In this latter case,
the issue is addressed through an empirical analysis using two of the main specialized statistical
databases in international trade: EUROSTAT and COMTRADE. The results of the research show
that, as the changes introduced by the CAP reforms have been consolidated (based on the trade
commitments assumed by the EU), there has been a gradual decrease in the share of European
exports in the international markets for continental products.

Keywords: agricultural protectionism; export subsidies; Uruguay and Doha rounds; Common
Agricultural Policy

1. Introduction

For decades, the CAP has been one of the best examples of a truly common policy
for all countries participating in the European integration process. A good example of its
relevance is that, at the beginning of the 2000s, after the long reform process that began in
the 1980s, the resources allocated to this policy still accounted for 50% of the Community
budget. Among others, Garcia Alvarez-Coque and Compés [1] or Bonete [2] have studied
the factors that conditioned the evolution of the CAP, differentiating between: (a) internal
factors, such as budgetary limitations, the imbalances fostered between different crops,
farms and territories, and the surpluses generated over decades in many of the typically
continental areas of production; and (b) external factors, such us the repeated pressures
exerted by many of our trading partners regarding European agricultural protectionism
and the effects that some of the measures applied by the CAP have had on international
agricultural markets.
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Regarding this second category of factors, Garcia Alvarez-Coque, Jordan and Martinez [3];
Compés, Garcia Alvarez-Coque and Baviera [4]; or Flores [5] link the evolution of the CAP
with the commitments that the EU was forced to assume in the Uruguay and Doha Rounds.
Studying the reasons why both issues are related and the consequences that derive from
this for European agricultural foreign trade constitutes the central objective of this research.
To achieve it, this research—and this is its main novelty—proposes to take an intermediate
approach between those who focus on the study of the CAP and those who analyze the
international agricultural trade from very different perspectives.

Some examples of this diversity of approaches are the contributions of Sadoulet and
De Janvry [6], who study the impact that liberalization of agricultural trade (linked to the
Uruguay Round negotiations) has had on the poorest countries; this question constitutes
an important research line within which it is possible to highlight many works as Brandao
and Martin [7], Goldin and Van der Mensbrugghe [8], Ingco [9], Hathaway and Ingco [10],
Harrison, Rutherford and Tarr [11]. Aksoy and Beghin [12] or Koning and Pinstrup [13]
address the same issue but expanding their analysis to the negotiations carried out in
the context of the WTO. Baier and Bergstrand [14,15] resort to econometric models to
try to calculate the effects that free trade agreements have on the increase in trade flows.
Without neglecting the liberalization of agricultural trade, Coyle et al. [16] pay attention
to the factors that condition agricultural demand and supply, as well as the evolution of
transport costs. Along these lines, the contributions of Rimmer and Powell [17], Serrano
and Pinilla [18] or Granfield et al. [19] have been oriented to the analysis of the food
demand function.

Leaving aside the analysis of the effects of liberalization of agricultural trade, Pinilla [20],
Apearicio, Pinilla and Serrano [21], or Serrano and Pinilla [22] resort to a historical perspective
to study the evolution of international agricultural trade. Baiardi, Bianchi and Lorenzini [23]
study the factors that condition the evolution of agricultural exports and predict an in-
crease in competition between emerging and developed countries in the case of processed
agricultural products.

Within the analysis of international trade, another research line refers to the study of
fair trade. Wielechowski and Roman [24] conclude that this type of trade focuses mainly
on tropical products from underdeveloped countries, especially from African countries.
Even sharing some of the criticisms received for this practice, the aforementioned authors
consider fair trade as an interesting initiative that deserves to be promoted. Regarding the
least developed countries, and based on the Heckscher—Ohlin model, Maseland and De
Vaal [25] analyze the circumstances where the adoption of a particular trade policy (being
free trade policy, protectionist trade policy, or another policy based on the practice of fair
trade) may be more suitable. Arnot, Boxall and Cash [26], based on the study of the coffee
trade, show that fair trade consumers have less sensitivity to price increases than other
consumers. For his part, Henderson [27] is very critical on the fair-trade practice, to the
point that he defines it as unfair and unproductive.

The relationship between international trade and environment is a matter of controversy
among authors. In this issue, there are basically two positions: those who consider that
international trade harms the conservation of the planet’s natural resources [28-31] and those
who defend that international trade contributes to conserving the environment [32-36]. Along
with the economic perspective, in this matter, there is abundant research that, using a legal
approach, analyzes the consequences that free trade agreements can have for the conservation
of the environment and natural resources in the less developed countries [37].

With its approach, this research aims to transcend those other analyses that, from
a purely sectoral and descriptive perspective, study the evolution of the trade of very
diverse agricultural products. Along these lines, works can be cited on the trade in garlic
(Parejo-Moruno, Rangel-Preciado and Cruz-Hidalgo [38]; Garcia-Marchante [39]), fresh
fruits and vegetables (Chebil and Briz-Escribano [40], Cook [41]), table olives (Parejo and
Rangel [42];, De Pablo and Giacinti [43]), pears (De Pablo, Pires and Giacinti [44]), cherries
(Garcia, De Pablo and Giacinti [45]), strawberries and red fruits (De Pablo et al. [46]); olive
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oil (De Pablo et al. [47]), apples (Giacinti [48]), almonds (De Pablo, Garcia, and Giacinti [49])
and citruses (Giacinti [50]). In addition, as analyzed in the methodology section, this
research uses the European sphere as a field of analysis, thereby obtaining a broader vision
than that which could be derived from the study of any aspect related to the CAP in a
specific country or geographical area (Volkov et al. [51], Namiotko and BaleZentis [52],
Pomianek [53], Mroczek [54]).

After this introduction, the second section of this work tries to explain how, to what
extent, and why the long postwar period in which the agrarian question was kept outside
the GATT negotiations, the Marrakesh and the Hong Kong Conferences conditioned
then, and still condition today, the evolution of the CAP. The third section details the
methodological questions of the research and the four sections, based on the case study
of continental products, and tries to relate the scenario described in the first point, with
the evolution of European agricultural foreign trade, focusing its attention on the analysis
of two variables: (a) the participation of European exports within the world market and
(b) the evolution of the trade balance. Finally, a discussion heading is incorporated, and
the most relevant conclusions of the research are presented.

2. The Regulation of International Agricultural Trade and Its Implications for the CAP
2.1. The Agrarian Exception in the Postwar Stage

Whoever wants to refer to the origin of the regulation of international trade, as it is
understood today, must go back to the International Conference on Trade and Employment
held in Havana in 1946. The countries attending this summit were very aware of the
disastrous effects that the protectionist policies of the interwar period had wrought. Those
policies led to the collapse of international trade and, therefore, the worsening of the
crisis itself throughout the 1930s. In the new postwar scenario, the countries gathered in
Havana (which were none other than the main exporting powers) sought to agree on new
trade rules that would avoid repeating the mistakes of the past. One of the conclusions
of that meeting referred to the creation of the International Trade Organization (ITO)
which, together with the International Monetary Fund (IMF) and the International Bank
for Reconstruction and Development (IBRD, now the World Bank), would constitute the
three main exponents of the new international economic order after the Second World
War. However, that organization was never created, and in its place, in 1947, twenty-three
countries participating in the Havana Summit signed the GATT, through which it was
intended to fulfill part of the tasks assigned to the frustrated ITO.

Despite the fact that, at first, it was considered provisional, the GATT turned out to be
what Prieto and Esteruelas [55] (p. 138) consider the “largest commercial agreement known
in history”. Until the creation of the WTO in 1995, the GATT would play a decisive role
in the regulation and liberalization of international trade. During the half-century from
1948 to 1995, the GATT held eight rounds of negotiations. With the exception of the last of
them, the Uruguay Round (1986-1994), in which trade in agricultural products was the
subject of intense negotiations, in the seven previous rounds, the commitments in favor of
the liberalization of international trade focused primarily on industrial products.

In the years following the end of World War 11, in which the GATT held its first
rounds, the exclusion of agricultural products from them could be justified based on two
reasons: (a) the food shortage that afflicted the countries that had participated in the war
and, as a consequence, the absence of competition between agricultural exporters and
(b) the bargaining power of the advanced countries, more interested in liberalizing trade in
manufactures and continuing to protect their agriculture from competition from developing
countries. It was in the early 1960s, when the agricultural stimulus policies promoted by
the different countries began to reverse the situation, and when the implementation of the
Common Agricultural Policy generated significant misgivings in the main exporters of
agricultural products [56], that a certain debate was fostered regarding the trade of this
type of goods. However, in general terms, the discussions raised hardly served to ratify
the agrarian exceptionality and the peculiarities of this sector within international trade.
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Contributing to this was also the fact that the criticisms made by the United States
(US) (one of the countries most hostile to the incipient CAP) were undermined by its
own actions in agrarian matters. US protectionism with respect to trade in agricultural
products dates back to 1955, the year in which that country requested several exceptions
in agricultural matters within the GATT (known in GATT jargon as “waivers”). These
exceptions would allow the US to apply a series of protectionist measures but, indirectly,
they would also legitimize other countries such as Japan and the then European Economic
Community (EEC), to follow their example. The ultimate consequence of this would be the
marginalization of agricultural products from the GATT negotiations.

In the second half of the 1950s, at the beginning of the European integration process,
the difficulties in the supply of food that the European population had suffered during and
after World War II were still very present. This contributed to the fact that agriculture had a
great relevance in the Treaty of Rome and in the definition of its objectives (increase in pro-
ductivity and agricultural income, stability of agricultural markets, guarantee of supply of
agricultural products at reasonable prices). The Stresa Conference held in July 1958 marks
a milestone in the formulation of the CAP and of some principles (market unity, Commu-
nity preference, and financial solidarity) that could not have been the same without the
American precedent and the agrarian exceptionality within the GATT. As a consequence of
the decisions adopted during the long period leading up to its articulation culminated, the
CAP would be characterized by its dual status as protectionist and productivist. From the
beginning of the 1960s, the CAP represented a profound transformation of an agriculture
that was modernizing and intensifying, achieving a notable increase in production. At the
end of the 1970s, the “infernal logic” [57] inherent in a policy of guaranteed prices that was
not related to the functioning of the markets had generated enormous surpluses and con-
siderable costs. The elimination —via exports—of those not only aggravated their impact
on the Community budget but also involved multiple conflicts with other food-producing
countries [58].

Despite the fact that, in the so-called Dillon Round of the GATT, the US and the EEC
had agreed on the external aspect of the CAP, the confrontations between them (and with
the rest of the exporting countries of agricultural products) were constant. These countries
denounced agricultural protectionism and export subsidies as distorting the prices of
agricultural products in international markets. Thus, during the 1980s, the CAP was the
subject of continuous debate: in October 1981, the Commission analyzed the problems
generated by the CAP in its report Guidelines for European Agriculture [59]; in 1983, its first
adjustments were made, with the aim of limiting production and reducing costs; just two
years later, the CAP Green Paper [60] insisted on the need to tackle surpluses, and in 1988,
within the “Delors Package”, new production control instruments were proposed based on
the application of automatic stabilizers, reduction of guaranteed prices, and substitution
of surplus crops for others that were not in surplus. During this period, the different
reforms carried out had perverse effects on the logic used by farmers, who responded to
the narrowing of their margins with an increase in their production.

Although, as the CAP was consolidated, it became a source of external conflicts, and
despite the fact that, in its reform process, it was always difficult to define the extent
to which some factors or others had influence, the two timid reforms approved in the
1980s were due not so much to the external pressure exerted by the rest of the GATT
signatory countries, but rather to internal problems, especially agricultural surpluses and
the enormous budgetary cost associated with them.

2.2. Trade in Agricultural Products within the Uruguay Round

The Uruguay Round began in 1986 with the Declaration of Punta del Este, which
included the liberalization of trade in agricultural products as one of the main issues
under negotiation [61,62]. Although the countries belonging to the EEC were not the only
ones that supported their agriculture, in the negotiations involving the liberalization of
agricultural trade, the CAP, and the protectionism implicit in it, they were the object of
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virulent criticism from various fronts, of which the CAIRNS Group and the US need to be
highlighted [63,64].

The CAIRNS Group was made up of Australia, Argentina, Brazil, Canada, Colom-
bia, Chile, the Philippines, Hungary, Indonesia, Malaysia, New Zealand, Thailand, and
Uruguay. These countries were characterized by their ability to export agricultural prod-
ucts at competitive prices and by their rejection of some of the CAP practices, since they
caused the collapse of agricultural prices in the international market. In contrast to pre-
vious negotiations, the relevance of the CAIRNS Group was an important novelty of the
Uruguay Round. These countries lobbied for the liberalization of agricultural trade and
even conditioned progress in talks on trade in services and intellectual property rights on
the assumption of specific commitments by the EEC in agricultural matters [64].

The US position, at least, can be described as paradoxical since, although it was a
country that protected its farmers (and very much so), in these negotiations, it had no
qualms about uniting with the CAIRNS Group in raising criticisms against European
protectionism [65]. To understand the US position, it is necessary to bear in mind the
ability that, in its rejection of the CAP, the US had to lead criticism, from one person to
another, towards those Community protection measures that had the least effect on its own
agrarian policy.

In the Uruguay Round, the debate regarding trade in agricultural products was not so
much about being for or against protectionism; rather, the differences focused on the types
of measures used to articulate protectionist policies and the intensity with which certain
countries implemented them. As Gomez [66] points out, in agrarian matters, countries that
apply protectionist policies can resort to various instruments such as: (1) price support
policies, which could take the form of border protection measures, export subsidies, or
maintenance of internal prices; (2) income maintenance policies, such as direct aid, that
seek to maintain farmers’ incomes without altering the formation of prices in the markets;
and (3) other support measures such as tax exemptions, aid for the commercialization of
products, agricultural insurance, environmental incentives, etc.

In the Uruguay Round, countries undertook to clearly define their agricultural support
measures and once defined, to classify them into three possible categories, or “boxes”
(according to the term used by the GATT).

e  The “Amber Box” would be made up of prohibited aid that had to be reduced by the
agreed percentages due to its distorting effects on agricultural markets. In this group
would be the internal price maintenance policy.

e  The “Blue Box” would include direct aid partially unrelated to production, as well as
programs aimed at limiting it, such as set asides.

e  Within the “Green Box”, the aid allowed to agriculture would be counted because it
did not have distorting effects on international trade. This category would include
aid for agricultural research, rural development, natural disasters, programs aimed at
protecting the environment, etc.

The definition and classification of measures to support agriculture and their compat-
ibility with the agreements that regulate international agricultural trade are a matter of
enormous importance in the evolution of the CAP. Despite the opposing positions, none
of the parties questioned the existence of internal aid [67] as long as it did not alter the
formation of international agricultural prices or stimulate production. However, in other
elements of support for agriculture, such as the various border protection instruments or ex-
port subsidies [68], the negotiations were much more complicated. To reach an agreement,
the EEC would have to make important commitments in both areas.

Regarding border protection, most of the GATT signatories demanded that the EEC
replace it with tariffs (tariffication process) and, once these were set, begin their progressive
reduction. This would subject European production to greater international competition;
European agricultural prices would start to approach world prices, and ultimately, this
would force a reduction in intervention prices.
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Although the CAP entailed both a decrease in imports and an increase in exports,
it was this latter aspect that aroused the most criticism given that, as a consequence of
European export subsidies, world market prices of the most characteristic products of
continental agriculture (those most protected by the CAP) were kept at lower levels than
they would have had in the absence of these measures; most studies placed these lower
prices in a range of between 2 and 10% [69]. This is the reason why agricultural exporters
denounce unfair competition from export subsidies. The situation becomes even more
complicated if, as happened until the early 1980s, thanks to these subsidies, European
producers increase their participation in international markets to the detriment of those
other countries that consider themselves efficient agricultural producers. Continental
products (cereals, sugar, beef, dairy products and derivatives) are the most benefited by
this type of aid.

As in any negotiation, the initial positions of the two sides were on the extremes: the
EEC rejected any modification in the regulation of agricultural trade that would alter the
design of the CAP, while most of the GATT signatory countries—led by the US and the
CAIRNS Group—demanded, within a maximum period of ten years, the total abolition of
those forms of aid to agriculture that would distort international trade.

Regardless of how far the starting positions were, the truth is that the notoriety that
agrarian trade acquired in the Uruguay Round and the important demands that most of
the countries maintained with respect to it caught offside an EEC whose agrarian policy
was still characterized by its dual status as protectionist and productivist. Among the
arguments used by the EEC in defense of its agrarian policy were food security, the implicit
peculiarities of agricultural activity, and the relevance that the exercise of it had for the
conservation of space and the maintenance of the population in the rural environment.
However, European isolation and its limited room for maneuver were evident [64]. In
December 1990, the consequence of this was the failure of the Brussels Summit with which
it was hoped to finalize the negotiations of this eighth GATT Round.

After the failure of the Brussels Summit, the European Commission prepared a report
on the evolution of the CAP [70] in which the need to undertake a profound reform of
the same was raised. Despite the fact that, to justify this reform, said document gave little
relevance to the external pressures from the Uruguay Round and instead emphasized the
internal problems from the CAP itself (agricultural surpluses, decrease in the agricultural
workforce, stagnation of agricultural income, concentration of aid in a small number
of farms), Josling [71] considers the McSharry Report as the European response to the
pressure exerted by the majority of the GATT signatory countries. The Commission
then proposed the first major reform of the CAP, known as the McSharry reform, which
would imply the reduction of intervention prices in some of the main Common Market
Organizations (CMOs) (cereals, oilseeds, legumes, dairy, and beef) and, as a consequence,
a gradual equalization between Community and international prices, which would lead to
the reduction of export subsidies. The Commission would partially offset these measures
with the creation of direct aids “apparently” unrelated to production.

The measures adopted show an evident coherence with the negotiating scenario
outlined in the Uruguay Round: the reduction of guaranteed prices meant reducing
the Community aid computed in the Amber Box and, although its disconnection from
production is more than debatable, the compensation of this measured with the creation of
direct aid meant allocating their cost to the Blue Box. Although it is true that the creation
of the Blue Box was a “compromise” solution to reach a final agreement, it is also true that
the agreement limited the existence of that fund until 2003. This first major reform of the
CAP allowed for progress in the Uruguay Round negotiations. In November 1992, in the
so-called Blair House Agreement, the US and the EEC agreed on a position regarding trade
in agricultural products that allowed for the culmination of eight years of negotiations in
what, ultimately, would be the last GATT Round. The Marrakesh Agreement (1994), with
which the Uruguay Round culminated, obliged the EEC to transform border protection
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instruments into tariffs and to assume specific commitments both in reducing these and in
export subsidies [72,73].

However, while it is true that, in export subsidies, the commitments did go a bit
further (and referred to both monetary amounts and quantities exported), in terms of
tariff reductions and domestic support for agriculture, the final agreement fell far short
of the expectations of agricultural exporters, with the added handicap that the developed
countries, in the supposed fulfillment of their commitments, used tactics contrary to the
spirit of the agreement, such as “dirty tariffication” or the setting, as the basis for the
reductions of years in which the aid or tariffs had been higher. These practices would be
strongly denounced by the less developed agricultural exporters within the Doha Round.

2.3. Background to the Millennium Round

The great contribution of the Uruguay Round was the full incorporation of agricultural
trade into the GATT negotiations and the commitment assumed by the participants to
treat its results not as a point of arrival but as a point of departure for new negotiations
that, starting in 1999, they should continue to advance in the liberalization of agricultural
trade [74-76].

Aware that the Marrakesh Agreement was temporary and that the launch of a new
negotiating round would pose new challenges for European agriculture, at the end of
the 1990s, the European authorities approved the Agenda 2000 [77]. This document
represented a new reform of the CAP with which the European Commission intended
to anticipate the demands that would derive from a new round of negotiations. As with
the McSharry reform, in the reform proposed by Agenda 2000, a multitude of factors
converged. In addition to the relevance of the imminent start of a new negotiating round,
the Commission itself also referred to other factors such as the desire for Community
agriculture to continue to gain competitiveness and benefit from the increase in world
demand for food and the need to avoid the appearance of a new problem of agricultural
surpluses, given the forthcoming incorporation of the Eastern European countries.

In line with the McSharry reform, Agenda 2000 supposed a further reduction in
guaranteed prices for some of the most surplus products (cereals, dairy, and beef) and
partially offset the effects that this reduction could have on farm incomes with an increase
in direct aid. These measures would reduce aid from the Amber Box in favor of other aid
that, by virtue of what was agreed to in the Uruguay Round, would be attributed to the
Blue or Green Boxes. However, the main novelty of the aforementioned document would
be the Commission’s commitment to the concept of multifunctionality as the argument
differentiating the European agricultural model from that of other countries in favor of
the liberalization of agricultural markets. However, Massot [78] (p. 10) pointed out that,
far from developing this idea, in Agenda 2000 “multifunctionality was born [...] as a
simple ideological alibi to oppose our main commercial rivals in the Millennium Round of
negotiations.” In fact, his plea in favor of the uniqueness of European agriculture would be
one of the main discussions within the agrarian chapter in the Doha Round.

2.4. The Doha Round and Its Development Agenda

Faced with the misgivings that the globalization process had generated among broad
sectors of society, and which became apparent with the protests of all kinds of social
groups at the failed Seattle Conference (1999), the declaration of the launch of the Doha
Round (2001) paid special attention to justifying the need to continue advancing in the
liberalization of world trade. The argument chosen for this centered on the development
of the poorest countries; hence, the agenda and the challenges highlighted in its initial
declaration were classified as the “Development Agenda.” The consequence of this interest
by the aforementioned countries would be the relevance that, in the course of the negotia-
tions, trade in agricultural products should acquire and the reduction of those instruments
and protection policies maintained by the developed countries with respect to them. In
the same way that the CAIRNS Group had a great relevance in the Uruguay Round, on
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this occasion, the group known as G-20 would channel the demands of those countries
that, being competitive in world agricultural markets, saw their productions damaged by
developed countries that were reluctant to fulfill the commitments made in the Uruguay
Round [79].

Created within the Ministerial Conference that the WTO held in Cancun in 2003, the
G-20 acquired such relevance that, according to Amorim [80] (p. 15), “it has changed
the geopolitics of international agricultural negotiations” reducing the excessive role that
the two great agrarian superpowers, the US and the EU, had traditionally maintained
in them. In fact, the genesis of this group is linked to the firm opposition of its member
countries to the strategy followed in the aforementioned conference by the European and
American negotiators who, at dawn on the same day as the closing of the meeting, in an
effort to reissue the Blair House Agreement which had brought them such good results
in the Uruguay Round, announced that it had not been possible to reach an agreement
on agrarian matters but that there was a consensus for continuing negotiations in another
series of sectors coinciding with their interests. A number of countries, most prominently
Brazil, India, and China, considered this announcement as an attempt by these two powers
to mutually cover for their deficiencies in agrarian matters by rejecting the aforementioned
pact and the possibility of advancing in the negotiations to liberalize the trade of other sec-
tors until an agrarian agreement was reached. Those countries that blocked the agreement
between the US and the EU would unite around the so-called G-20 to vindicate the interests
that the least developed countries had in terms of agricultural foreign trade. This group
included ten Latin American countries (Argentina, Bolivia, Brazil, Chile, Cuba, Guatemala,
Mexico, Paraguay, Uruguay, and Venezuela), five African countries (Egypt, Nigeria, South
Africa, Tanzania, and Zimbabwe), and six Asian countries (China, the Philippines, India,
Indonesia, Pakistan, and Thailand).

For this group of countries, it seemed clear that the importance given in the initial
declaration of the Doha Round to the liberalization of trade in agricultural products
constituted more of an institutional declaration than an unequivocal commitment of the
developed countries; “It was more of a rhetorical pose than reality” [5] (p. 165).

Despite the failure of Cancun and without renouncing the argument of agrarian
singularity, the European Commission continued on the path of the McSharry and Agenda
2000 reforms, delving into those points where the design of the CAP was most distant
from the commitments that, in the context of such negotiations, would have to be assumed.
In July 2002, the European Commissioner for Agriculture took advantage of the need for
a midterm review of the CAP to present a series of proposals that went beyond what
a midterm evaluation job would have required. In fact, what is known as Fischler’s
proposal [81], which finally materialized in Regulation (EC) No. 1782/2003 [82] (European
Council, 2003), involved even more profound changes than those made in 1999.

The arguments used for this new reform were not new; they had already appeared in
Agenda 2000: social legitimation of aid to agriculture, conservation of the environment,
extension of farms, the need to continue adapting aid to agriculture to the international
scene, etc. However, this reform deepened the previous ones [83] and marked the culmi-
nation of the CAP’s evolution from a policy of intervention in the markets to an income
policy based on direct aid characterized by (a) its disconnection from production, so that
the aid could not be blamed for distorting the functioning of agricultural markets; (b) its
conditionality on the fulfillment of good agricultural and livestock practices and the care of
the environment; and (c) the modulation of aid in farms with annual subsidies of more than
5000 euros. The decoupling of the aid and its conditionality had an unambiguous intention:
its imputation to the Green Box and reinforcement of the arguments in favor of the existence
of the Blue Box beyond the transitory nature with which, at the beginning, it was approved
(and was to expire 2003). In fact, extending the existence of the aforementioned Blue Box
and defending the multifunctionality of its agriculture would be the main demands of the
European negotiators.
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Figure 1 represents the evolution of aid linked to production in the most representative
continental products. Espinosa [84] does not hesitate to link this remarkable transformation
of agricultural spending with the development of the negotiations inherent in the Doha
Round. The Fischler reform led to a drastic reduction in production-related aid, in such a
way that, in 2006, this type of aid barely represented a fifth of what it was two years earlier.

14,000.00
12,000.00
10,000.00
8,000.00
6,000.00
4,000.00
2,000.00
0.00

198819901992 1994 1996 1998 2000 2002 2004 2006 2008 20102012 2014 2016

e Cereals Oilseeds

Legumes Sugar (Beet)

Figure 1. Production aid for continental products 1988-2016 (millions of euros). Source: own
elaboration based on data obtained from EUROSTAT.

After the launch of the Doha Round and the failure of the Cancun Conference, Hong
Kong (2005) would be the setting in which a new WTO Conference would be held which,
this time, would imply new commitments in the field of agricultural trade. According
to Blandford [85], they would once again emphasize three issues: (a) domestic support
policies for the primary sector, (b) access barriers to the markets of developed countries,
and (c) elimination of export subsidies. On this occasion, after the reforms carried out,
the EU was in a position to assume new commitments in the aforementioned matters [86]
such as (1) reducing internal aid based on its amount and reviewing those included in the
Green and Blue Box, to guarantee its correct allocation to them; (2) applying higher tariff
reductions to products with higher tariffs; and (3) ending export subsidies in 2013.

The commitments inherent in the Hong Kong Conference and the need to analyze
the results achieved by the midterm Review of the CAP (2003) gave rise, first, to the
Communication of the Commission Preparing to check the reform of the CAP [87] and, later,
to Regulation 73/2009 [88] (European Council, 2009), which aimed to update the Fischler
reform based on the following measures: (a) reduction or elimination of intervention
prices in products still being maintained (precisely the continental ones, the object of
study), (b) total decoupling of crops in those countries that had been allowed a progressive
decoupling of aid and replacement of the historical criteria used for its calculation by a
uniform aid depending on the area, (c) adaptation of the conditionality criteria to the reality
of agricultural holdings, and (d) extension of the modulation applied to higher amounts
of aid.

Figure 2 shows the evolution of European production of continental products. As can
be seen, the CAP reform process and the gradual untying of aid and production seem to
have influenced this last variable. As has been studied, those affected by the first, timid
CAP reforms responded to them by increasing their production to compensate for the
narrowing of their margins; that trend continued until the mid-1990s. From then on, the
CAP progressively lost its productivist orientation to become a policy of income decoupled
from production. This implies the stagnation of agricultural production. Even being valued
at current prices, the 2010 production level was lower than that of 1996.
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Figure 2. European production of continental products EU (15) (millions of euros, current prices).
Source: own elaboration based on data obtained from EUROSTAT.

Since the Hong Kong Conference (2005), the only developments in agricultural trade
that have occurred within the WTO were within the Ministerial Conferences of Bali
(2013) and Nairobi (2015) and did not represent notable changes in the regulation of
agricultural trade.

For its part, the Communication on the future of food and agriculture [89] marked the
beginning of a new process to review the CAP. Among the arguments used to justify this
new reform were the need to simplify its management [90,91], increase national subsidiarity,
strengthen social acceptance of aid to agriculture [92], and guarantee the production of
food in a more sustainable way in a context of combating climate change [93]. Unlike
previous reform processes, on this occasion, after the long reform process started in 1992,
the adaptation of the CAP to international trade agreements will no longer be one of the
arguments used to justify its reform.

3. Materials and Methods
3.1. Methods for the Literature Review

The literature review exercise carried out has been comprehensive and consistent
with the research objectives. From the various digital bibliographic databases, an attempt
has been made to synthesize the main lines of research currently existing on international
trade in agricultural products, paying special attention to the literature that has addressed
the Uruguay Round negotiations and the commercial and customs aspects derived from
them. The voluminous bibliography analyzed comes, for the most part, from prestigious
publications and therefore from renowned researchers on international trade, although
attention has also been paid to monographs published in paper format that should be kept
in account for the differential vision that they contribute to the bibliographic debate on the
subject dealt.

3.2. Geographical Scope and Time Horizon of the Research

Regarding the temporal scope of the research, the analysis of the regulation of interna-
tional trade dates back to the end of the Second World War and practically continues to the
present day. In this period, the European integration project has undergone a continuous
territorial expansion that makes it impossible to take the European sphere as a reference
since, after successive enlargements, the evolution of European foreign trade has varied,
not depending on the policies applied, the competitiveness of production, or the interna-
tional agreements adopted, but rather because the base that would be taken as a reference
would be broader. Therefore, it is essential that the basis of the analysis be homogeneous
and refer to the same group of countries for the full duration.
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In the 1980s there were two enlargements of the then EEC; since then, the integration
process has been made up of twelve partners. However, taking this group of countries (EU-
12) as the object of analysis is only partially compatible with the statistical series available
in EUROSTAT. Although these series start in 1988, since 1995 (after the integration of
Austria, Finland and Sweden) that database has not offered aggregated information for the
EU-12. To overcome this inconvenience, the data of the EU-12 for the period 1988-1994
will be used and, from 1995, the reference will be the EU-15, for which EUROSTAT does
offer aggregated data. However, in 1995, the countries that joined the integration process
only accounted for 5% of the European Final Agricultural Production (FAP), or 3% of their
exports, so these issues do not affect the validity of the results of the investigation.

3.3. Agricultural Production as Object of Analysis

Within continental production, a series of crops such as herbaceous crops (cereals,
oilseeds and protein crops), beef, sugar, or milk and its derivatives deserve to be high-
lighted. Historically, these products have had a greater relevance in the FAP of the founding
countries of the EEC. In fact, authors such as Cejudo [94] (p. 143) criticize the territorial
imbalances generated by the CAP, given “the different productive specialization of the re-
gions and the disparate support given to the various agricultural productions, prioritizing
continental ones over Mediterranean ones”. To support his proposals, the cited author
studied the relevance that both types of products had within the Community FAP and the
aid they received from the CAP in the mid-1980s. As a consequence of their greater com-
petitiveness within international agricultural markets, export refunds for Mediterranean
production were an “anecdote” compared to continental ones. The elimination of export
refunds, given the distortion they generate on the functioning of international agricultural
markets, would be one of the great workhorses of those who criticized the protectionist
bias of the CAP. Therefore, continental products represent a paradigmatic example of the
consequences for Community agriculture to face the challenge of liberalizing its foreign
trade as a result of the negotiations held within the GATT and the WTO.

3.4. Statistical Sources Used

The research objectives include the analysis of two specific questions related to the
evolution of agricultural foreign trade. The analysis of these issues requires resorting to
different statistical bases so that, to analyze the participation of European exports in the
world market, the statistics of the United Nations Department of Economic and Social
Affairs are used (https:/ /comtrade.un.org/data/). The United Nations database allows for
obtaining the exports of all the countries under analysis (reporters) for the entire world
market (partners) within the same search. However, the United Nations statistics have some
limitations: they do not provide aggregate information for a specific group of countries
(for example, EU-15), nor do they differentiate between intra- and extra-Community trade.

For its part, the EUROSTAT database is used to analyze the evolution of the European
trade balance (https://ec.europa.eu/eurostat/data/database). This does allow for the
creation of aggregates for the joint consultation of a group of countries. Another interesting
feature of this database is the difference between intra- and extra-Community trade (the
latter will be the data taken as a reference in this part of the research).

4. Results
4.1. Share of European Exports within World Markets

Figure 3 compares the evolution of world and European exports. As can be seen, at
the beginning of the series studied, both variables remained at similar levels, making a
gap that began to be pronounced in the early 2000s. These trends could corroborate the
criticisms of those authors who, already at that time, denounced the gradual expulsion of
European productions from international markets [95].
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Figure 3. World and EU exports (15) continental products (millions of dollars, current prices). Source:
own elaboration from data obtained from UN Comtrade Database.

The trends pointed out by the previous figure are confirmed by Figure 4, which
shows the unequivocal decrease in the share of European exports in world markets. In
the series analyzed, the year in which the Uruguay Round ended (1994) was the year in
which European continental production achieved a greater share of international mar-
kets. Since then, its relative importance has gradually decreased. The decline in the
relative importance of European exports contrasts with the growing importance of G-20
exports. For their part, although with certain fluctuations, CAIRNS Group countries have
been able to maintain their participation in the aforementioned markets throughout the
period studied.

40.00
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Figure 4. Share of EU (15), CAIRNS and G20 in world exports of continental products. Source: own
elaboration from data obtained from UN Comtrade Database.

Although the decline in importance of European exports occurred in all products, there
are differences with respect to its intensity and the market share of each of the productions
in world markets. As shown in Figure 5, at the end of the series analyzed, European exports
of dairy products and their derivatives still accounted for 49.34% of the world market;
at the opposite end would be the oilseeds that barely represented 5% of world exports
at the time.
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Figure 5. European share in world exports of continental products. Source: own elaboration from
data obtained from UN Comtrade Database.

4.2. Foreign Trade Balance of Continental Agricultural Products

As shown in Figure 6, in the recent evolution of the foreign trade balance of the
continental products, it is possible to differentiate two periods. In a first stage (1988-2000),
there were no significant changes in the trends of imports and exports, while in a second
period (2000-2016), the trade deficit increased due to the increase in imports. This fact
inevitably relates to the stagnation of European production since the mid-1990s (Figure 2).
Despite the fact that, in the mid-2000s, as a consequence of the growth in world demand,
European exports also enjoyed an appreciable increase, this was not enough to avoid the
increase in the deficit. Even valued at current prices, exports in 2004 were lower than
in 1994.

40,000.00
30,000.00
20,000.00

10,000.00 __/_<——_/\/_\

0.00

88 90 97846l 2 4 6 8 10 12 14 16
-10,000.00

-20,000.00

e EXOOrtS e |mports Foreign trade balance
Figure 6. Evolution of foreign trade in continental products (millions of euros, current prices). Source:
own elaboration based on data obtained from EUROSTAT.

However, as Figure 7 shows, from the second half of 2000, there was an improvement
in the commercial balance of dairy products and, with the exception of legumes, a deterio-
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ration in the commercial balance of the rest of the products with very notable cases such as
cereals and oilseeds. Throughout all these stages (1988-2016), in absolute terms, the trade
deficit for continental products overall quadrupled.

6,000.00
4,000.00
2,000.00 /—\
88 90 92 94 96 98 O Y 7 NG/ 10\ 12717 16

-2,000.00
-4,000.00
-6,000.00
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e Cereals Oilseeds
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Figure 7. Foreign trade balance for continental products (millions of euros, current prices). Source:
own elaboration based on data obtained from EUROSTAT.

5. Discussion

Henderson [27] criticizes the practice of fair trade and defends that the best way to
favor the growth of underdeveloped countries and increase the income of their agricultural
producers is by ending the planet’s trade barriers; in other words, by promoting the
liberalization of international agricultural trade. Therefore, there would be a coincidence
between the mentioned author and the postulates defended by the CAIRNS and the G-20
in the negotiations of the Uruguay and Doha rounds. In fact, Figure 4 shows how, as
the commitments inherent to the aforementioned negotiations and the CAP reforms are
implemented, the participation in international agricultural trade of the countries that
constitute the aforementioned pressure groups increases.

However, other authors show us how these supposed benefits derived from the
agricultural trade liberalization cannot be extrapolated in a generic way to a reality as
heterogeneous as that of the least developed countries. In this sense, Sadoulet and De
Janvry [6] conclude that the expulsion of European products from international agricul-
tural markets has different consequences for less developed countries: while competitive
agricultural exporters linked to the CAIRNS and the G-20 benefit from this expulsion,
others, the poorest countries, which require the importation of many of the typically con-
tinental products to cover their food needs, suffer the consequences of the increase in
international agricultural prices. In this line, authors such as Ignco [9] or Anderson and
Neary [96,97] think that, among the reasons why these countries are not able to benefit from
the liberalization of agricultural trade is not (or not as the main reason) the protectionism
of the developed countries but their own behavior, as well as their inability to improve
the functioning of their economies and address the necessary reforms that allow them to
benefit from the opportunities generated by trade liberalization.

Therefore, in line with the works of Heyl et al. [37], the loss of market share of
European products shown by this research, and denounced by Lamo de Espinosa and
Champourcin [95], not only harms European producers, but also seems to have negative
consequences on the poorest countries of the world. Paradoxically, as Tangermann pointed
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out, some of the most criticized measures of European agricultural protectionism, such as
export subsidies, put downward pressure on international agricultural prices [69], from
which the poorest countries benefited.

6. Conclusions

Although the evolution of the CAP depends on many different factors and it is
difficult to define the extent to which each of them influences it, this research studies
the interrelationship between the evolution of the negotiations held with the purpose of
regulating international agricultural trade and the CAP reforms. This interrelation between
both variables existed even in the period in which agricultural trade was excluded from
the negotiations held within the GATT, and it is key to explaining the design and principles
on which that policy was based at the beginning of the 1960s.

The commitments made in the Uruguay Round and their transfer to the first major
reform of the CAP represent a milestone. At that point, a process began in which, progres-
sively, the importance of those policies and measures aimed at intervention in the markets
would diminish, in favor of other aid that, gradually, was disconnected from production
and reinforced its conditionality. This evolution of the CAP towards a decoupled income
policy seems to have conditioned the European FAP: even valued at current prices, the
2010 production of the continental products analyzed was lower than that of 1996.

At the same time that production stagnated, the participation of European exports in
the international market declined, and its trade balance deteriorated. Between 1988 and
2016, the trade deficit in continental products quadrupled, even as dairy products and their
derivatives enjoyed a trade surplus that actually increased throughout the period analyzed.
Those who benefit most from the lower European participation in world markets are the
group of countries that make up the so-called G-20. In 1990, this group of countries barely
accounted for 6% of world exports of the products under analysis, while in 2016 their share
was around 30%.

A correct interpretation of the research results requires taking into account its limita-
tions. These are derived from methodological aspects. Specifically, those are referred to
the type of products under study and the chosen territorial scope. Regarding the former, it
must be considered that this research analyzes the European agricultural foreign trade for
a series of products, and its conclusions do not have to be extrapolated to other agricultural
products. The second limitation refers to the territorial scope. When taking as a reference
the countries that make up the EU (12) or the EU (15), this study does not take into account
the exports of Eastern European countries that, in successive enlargements, joined the
EU. Some of these countries are prominent world exporters of some typically continental
products (such as cereals), so even maintaining a European analysis, the broadening of the
territorial base could alter the final conclusions of the study.

A future line of research could contrast the results of this study with the analysis of
Mediterranean products (a priori, much more adapted to the competition of international
agricultural markets and less protected by the CAP). This could provide a broader vision
of European agricultural external trade and its balance with third countries.

Anyway, this research relates issues that are frequently studied separately, such as
the design and evolution of the CAP, international trade negotiations, and the empirical
analysis of community agricultural foreign trade. In this sense, evaluating the approach
used, this work can be considered as a contribution regarding the analysis of the effects that
protectionism can have on agricultural production and its competitiveness, as well as the
challenges and opportunities that for the group of countries that make up the international
economy the liberalization of agricultural trade represents.
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