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Foreword 

It has become clear to students of the European 
Community's Common Agricultural Policy that this 
policy, at least as it exists today, cannot be sus-
tained. The pressures for change are tremendous, 
affected not only from within, through debates on 
public spending issues, but also from without, 
through the momentum gradually but inexorably 
building in the Uruguay Round of the GATT (General 
Agreement on Tariffs and Trade). 

The International Food Policy Research Institute 
has maintained an interest in and commitment to 
thorough analyses of developed-country policies in 
the belief that these policies have a tremendous im-
pact on developing-country food security. Through 
world market prices, every change in developed-
country policy has an effect on production and con-
sumption, and therefore directly on trade, in developing 
countries. In attempting to better understand how 
this occurs, IFPRI research in the past has examined 
the specific case of how world wheat prices and 
supplies are affected by developed-country policy, 
measurement of the costs of OECD protection to 
developing countries, the implications of European 
grain policy to these countries, and the determinants 
of agricu!tural policies in the United States and the 
European Community. 

What gives this research work particular cogency 
is the premise underlying the primary objective. That 

is, that econornic policies are not formed in a 
vacuum, but rather through a process of integrating 
and compromising a complex array of influences and 
interactions. Michel Petit has become an expert in 
public choice theory as it applies to European agri
cultural policy and offers us a unique and fascinating 
look at who the policy actors are, what motivates 
them, what are their stakes, and what are the boun
daries of negotiation among the actors. 

The three case studies themselves are used pri
marily as a means of illustrating and expandingi on 
the concepts and hypotheses presented in the eLrly 
part of the paper. But the importance of these ex
amples lies in their significance to our understanding 
of the current agricultural policy drama. In articulat
ing and clarifying this essential policymaking pro
cess, the author is giving us not only a method by 
which we can scrutinize policies in the future, but also 
examples that show this method to be a fruitful and 
thorough one. The question of how far these me
thods may be extended remains, but there should be 
no question that this paper is an excellent beginning. 

John W. Mellor 

Washington, D.C. 
October 1989 
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Introduction 

RESEARCH OBJECTIVES 

Agricultural policies in most developed countries 
are under great strain, for both domestic and inter-
national reasons. This isparticularly true in the Euro-
pean Community (EC) where the Common Agri-
cultural Policy (C/P) is at the center of the policy 
debate, as indicated by the emphasis placed on 
agriculture in recent European summits of heads of 
states or governments. For instance, the failure of 
the Copenhagen summit in December 1987 was 
largely due to the inability of the participants to 
cornprornise on reform of the CAP. The same prob-
len previously caused the failure of the Aihens (De-
comber 1983) and Brussels (March 1984) summits. 
It is clear that the CAP, as it exists today, cannot be 
sustained. The pressures exerted on it are probably 
overwhelming, as illustrated by the decision taken at 
Ihe Brussels summit in February 1988 to put a ceil-
ing on growth of the CAP budget. Thus, it is irnpor-
tant to identify these pressures and to investigate 
their origins and the modalities of their influences 
and inieractions if one wants to understand the evo-
lution of the CAP. Such is the first objective of this 
research, 

Understanding how a given policy changes re-
quires an interpretation of the determinants ol that 
policy. In short, one must know "why governmenls 
do what they do." This is precisely the question 
raised by "public choice" theory or more generally 
by the "new political economy" (Colander 1984). 

For several years, the author has been engaged 
in a research program designed to understand bet
ter the determinants of agricultural policies in the 
European Community and in the United Slates,1 

which is the first and more general goal of the re-
search reported here. An approach largely inspired 
by the theoretical literature in political economy has 
been developed. It relies on concepts and hypolh-
eses relating to the existence of policy actors, to 
their individual actions and strategies, to their inter-
action through the political process, and to the long-
term influences of economic forces in shaping that 
process. The second objective of this report is to 

See in particular Petit (1985) and Petit et al (1987). 

test these concepts and hypotheses and to assess 
the validity of the overall approach. 

After these concepts, hypotheses, and methods 
are presented, the results of three case studies are 
discussed. These include, first, a description of the 
political activities behind the 1985 EC price pack
age; second, a deeper analysis of the interaction at 
the national level that led to the reform of the EC 
cereal policy regime in 1986, with particular em
phasis on the roles of various French actors; and, 
third, identification and discussion of the political 
pressures regarding French exporis of wines and 
spirits to the United States. The choice of studies is 
justified on two grounds: first, domestic agricultural 
policies of various nations and blocks, such as the 
European Community, are more and more interre
fared; external influences play a growing role in the 
determinants of agricultural policies. Since the gen
eral objective of this research is to analyze the deter
minants of agricultural policies, it seems legitimate 
to inv" igate, in one case study, the play of such 
extern.,, pressures. Second, the approach devel
oped for this research emphasizes the role of con
flicting economic interests in the interaction among 
policy actors and the regulation of these conflicts 
through the political process. Clearly, such phenom
ena are important features of trade discussions and 
negotiations among countries. Thus an exploration 
of the validity of the general approach for the anal
ysis of international trade issues could prove inter
esting. 

CONCEPTS AND HYPOTHESES 

Inborrowing from the literature on the new politi
cal economy, it is assumed here that economic 
policies are not designed to achirve some social 
optimum. Instead, they are viewed as the result of 
diverse forces and pressures interacting within a 
political process. These pressures and forces are 
exerted or reflected by the actions of policy actors. 
These are either individuals pursuing somewhat nar
row, private interests, often of an economic nature, 



or government agencies fulfilling their specific role
within the set of public authorities that make up the 
government. Because of their bureaucratic nature,
these government agencies have a degree of auton-
omy even though coordination procedures among
them are numerous and more are constantly beingdeveloped. After a review of the literature on the new
political economy, hypotheses on the individual be-
havio of these actors will be suggested. Itwill thenbe possible to explore the general interaction pro-
cess among policy actors usually involved in agri-
cultural policy debates. Finally, specific hypotheses 
on this interaction will be presented for the particular 
case of the EC agricultural policymaking process. 

The New Political Economy 

Even if more and more analysls accept the view
expressed by Bates (1983) that "Policies [are] the 
outcome of political pressures exerted by members
of the domestic economy, i.e. by local groups seek-
ing the satisfaction of their private interests from
political action," there is not yet a well-established 
theory of policymaking, or even of the economic
determinants of policies.2 What is available is a set
of approaches, concepts, and hypotheses. Even
though these ideas have not been articulated in acomprehensive theoretical framework, they consti-
lute a useful starling point. The most important ele-ments of this set for the purposes of this study are
briefly reviewed here. 

Stigler's "theory of regulation" is based on theidea that even though the social legitimacy of a
regulation may be the protection of the public, ac-
tually "as a rule, regulation is acquired by the in-dustry and is designed and operated primarily for its
benefits" (Stigler 1970). For instance, guaranteeing
to the public !he competence of medical doctors 

legitimates the control of entry into the medical pro-
fession, and this, 
as a result, ensures that medical

doctors can collect a monopoly rent through the

fees they charge. The thrust of this interpretation is

appealing as an explanation of the general orienta-

tion of agricultural policies in developed countries,

where they protect farmers from the free play of
market forces and generally benefit them at the 
expense of consumers. 

According to Stigler, building on Downs' earlier
work (Downs 1957), the explanation for this phe-
nomenon is to found in thebe information cost
involved and the time needed for individuals to or-
ganize themselves in order to express a preference
and put effective pressure on public officials. Gen-
erally speaking, the stakes involved in agricultural 

policy debates are high enough for farmers that it is 
worthwhile for them to gather the necessary infor
mation and to get organized. But this is not so for 
consumers. Hence farm organizations are active
participants in agricultural policy debates, whereas 
consumer groups usually are not. 

Attempts to incorporate Stigler's ideas into for
mal models of public decisionmaking are interesting
(see, for example, Peltzman 1976), but they suffer
from a serious limitation: they are based on simp
lified assumptions regarding the interaction process
among actors in public institutions, and these as
sumptions are specific to the U S. institutional sys
tem. 

The theory of rent-seeking, as developed first by
Krueger (1974) and then by Buchanan, Tollison, andTullock (1980) and others, can be viewed as a devel
opment of Stigler's theory. It is more general, however, btcausc it explains a cjmmon behavior ofeconomic agents in their relationships with public
authorities, independent of any specific political system. Rent-seeking is defined as a social phenom
enon: it is the allocation of resources by individuals 
or interest groups in order to secure the collection of 
an institutional rent, that is,a rent created by a public
regulation. At the microeconomic level, rent-seeking
cannot be distinguished from profit-maximizing. But
the phenomenon takes on more significance at themacroeconomic level, inasmuch as the resources 
used in rent-seeking activities are wasted for society. They do not contribute anything to the social
product (to the gross national product, for instance).
Numerous examples of such activities are available:
taxicab licensing by municipal authorities, the selec
tion of civil servants through meaningless competi
live examinations in ancient China, the sale of of
ficers' commissions in Britain or of various privileges
and monopoly rights by French kings, and the dis
tribution of import licensing in many countries, to 
mention jusi a few. 

The main thrust of the theory is that important
amounts of resources are wasted. This concept of

social waste may be illustrated by the somewhat
 
extreme example of theft suggested by Buchanan,

Tollison, and Tullock (1980). Stealing itself cannot
be interpreted as a social loss. In economic terms it
isa simple transfer from the legal owner to the thief.
But the resources employed by the thieves to ply
their trade (at least their time and equipment), as
well as the resources devoted to secure protection
from theft (police, the judicial system, locks, alarm 
systems, and so forth) are social losses. Inthe same
fashion, rent-seeking activities use resources that
could be productive for society; the forgone produc
lion is a social loss. 

2
This seciion is a revised version of a discussion in Pelil ei al. (1987). 
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The main lesson to be drawn from the theories of 
regulation and of rent-seeking for the purpose of this 
research is the widespread behavior of economic 
agents attempting to collect institutional rents-put-
ling pressure on public officials in order to derive 
some benefit from the public policies that affect 
them. Hence political pressures are exerted in order 
to protect or to enhance economic interests, 

In most cases, particularly in the field of agricul-
tural policy, economic interests are expressed 
through groups. Individual agents such as farmers 
would not be powerful enough to exert significant 
influence. It is in this context that Olson's theory of 
collective action (Olson 1965) becomes particularly 
significant. His main contribution is the treatment of 
the "free rider" problem. He has shown that the 
existence of a common objective is a necessary but 
not sufficient condition for collective action to be 
possible. Individuals sharing the common objective 
will derive a benefit from the collective action even if 
they do not pay for it. If they can, they will avoid 
paying, as does a free rider on public transport if he 
can escape detection. A major aspect therefore ol 
collective organization behavior is the invention of 
schemes designed to minimize the free-rider prob-
lem. Such is the case of associations selling mutual 
insurance services. If the individual wants to insure 
himself, he has to pay an insurance premium; at the 
same time, the association can collect a member-
ship fee. Olson illustrates this widespread phenorn-
enon with various examples, including a detailed 
story of the American Farm Bureau Federation, the 
most important general-purpose U.S. farm organi-
zation. 

Clearly, these contributions by economists are 
useful because of the insights and the concepts that 
they provide. A limit must be recognized, however, 
In their discussion of economic policies, these au-
[hors emphasize their social costs. This is particular-
ly evident in Olson's more recent and ambitious 
book on the rise and decline of nations, where he 
views the growing weight of private interest groups 
on public decisionmaking as choking public interest 
and, therefore, as a major cause Ol decadence 
(Olson 1982). A similar belief is probably a 
cornerstone of the free-market ideology, which led 
to the wave ol deregulation in the early 1980s. But, 
as expressed by Salmon (1985), "endogenizing the 
state as do most economists working in the frame
work of a neoclassical political economy is, to a 
large extent, contradictory with the type of normative 
analyses or conclusions which many authors con-
linue to formulate." 

The purpose here is of course not to evaluate a 
doctrine or the policies that were inspired by it, but 
to search for concepts and hypotheses in order to 
gain an understanding ol why policies are what they 
are. From this perspective, much can be gained 

from Allison's work. In his study of the Cuban missile 
crisis (Allison 1971), he shows that different models 
of public decisionmaking provide complementary 
insights into that process. Allison's first model, 
which he calls "the rational actor," is essentially 
based on econornic literature. When it is applied to 
public policy, the government is assumed to be a 
rational actor, that is, to make "consistent, value
maximizing choices within specified constraints." Al
lison shows that such a model, often used in political 
science analyses of international relations, provides 
useful interpretations of the bchavior of both the 
United States and the Soviet Union during the 
Cuban missile crisis. 

In the second model (labeled the "organization
al" model), the government is not a unitary actor but 
a constellation of organizations among which tasks 
and responsibilities are distributed. Each has its 
own priorities, defining goals for itself that it can 
pursue within a set of constraints. These constraints 
result not only from the goals ol other organizations 
but also from internal considerations. Each organi
zation is typically made up of many individuals and 
subgroups; in order to coordinate the activities of a 
large number of people, the organization can act 
only according to "standard operational procedures 
enabling it to perform specilic programs." 

In the third model, called the "bureaucratic" 
model, emphasis is placed on conflicts and power 
relationships within a bureaucracy. Actions of gov
ernments are viewed as "political resultants." Ac
cording to Allison (1971), "What happens is not 
chosen as a solution to a problem, but results from 
compromises, conflicts, and confusion ol officials 
with diverse interests and unequal influence." 

Both the second and third models of Allison can 
be extended to incorporate the play of economic 
agents in the policymaking process. These models 
have the greal advantage of stressing the dynamic 
nature of the process leading to and therefore de
lermining public decisions. This dynamic feature is 
obviously critical. To recognize this is to identify a 
limitation of the rational aclor paradigm. It is essen
tially of a static nature. The same limitation applies 
to the theories of regulation, rent-seeking, and col
lective action, which were presented earlier, at least 
as they have been used by their original creators in 
their interpretation of public policies. 

Identification and Individual Behavior of 
Policy Actors 

Viewing policies as the "results" of interactions 
among policy actors requires one to identify policy 
actors and to interpret their individual behavior be
fore discussing their interactions. Many individuals 
are involved in any policy debate. One could con

3 



ceivably view the outcome of any debate as the 
result ot an interaction among all these individuals. 
For the sake ot clarification, and at the cost of some 
simplification, it is probably preferable to identify
collective actors and to sludy the interactions 
among them. A collective actor, then, is a group of 
individuals whose actions are coordinated because 
they belong to the same organization, that is, their 
role is to contribute in a prespecified manner to the 
objectives pursued by the organization to which 
they belong This leads to two consequences of 
importanc(- nere: first, policy actors will be identified 
by the objectives that they pursue. Second, the de-
composition of an organization into several policy 
actors is always conceptually feasible; whether it 
should be done and how tar it should be pushed will
depend on the specific purpose of the analysis be-
ing conducted, 

To identify policy actors by their objectives leads 
one to an investigation of why these objectives are 
what they are. The adaptive behavior paradigm (Day
1976; Petit 1981) is useful in this respect. It suggests
that objectives are closely interrelated with the 
actor's situation, that is, with his constraints and 
action possibililies. For an organization, many of 
these constraints can be subsumed under the head-
ing of its institutional setting: Flow was it estab-
lished? To do what? With what resources? Under 
which procedure? For the answer to these ques-
lions, lessons can be derived from organizalion so-
ciology, as illustrated by Allison's organizational
model. Similarly, insights can be gained from such 
analyses concerning the role and limited Margins of 
maneuver of an organization's leaders. Each has a 
role in deciding what his organization should do 
and, more importantly, in implementing the strategy
decided by 1me governing body of the organization,
The leader acts also as a spokesman for his or-
ganization. Although leaders have influence, one 
should not forget that their margin of maneuver is 

limited, and this facilitates the task of the outside 

analyst. 


The behavior of an organization is usually quite

predictable. As explained by Allison, an organization 

can only perform specific tasks according to stand-

ard procedures. And a leader usually cannot do 

whatever he pleases, without running the risk of 
losing his position as leader. For instance, the 
leader of a farm organization is obliged to address 
the effects of a possible policy change on farmers' 
incomes. Similarly, in most counlries, the first role of 
any minisler of agriculture is to maximize the polili-
cal support (or to minimize the opposition) of larn-
ers to he government to which the minister belongs,
In some countries, a minister of agriculture can en-
tertain high political amhitions for a future career, 
whereas in others this position is the highest political
office that can be h oped for, but in all cases per-

formL'g the main political task identified above is 
critical. The situation dictates the objectives that the 
minister pursues in the policy process. The same is 
true for other policy actors. 

Numerous examples could be given to illustrate 
this point; one more will suffice here: in all countries 
the budget director must worry about keeping a 
balance between budget receipts and outlays. As a 
result, in agricultural policy debates, budget direc
tors (and the administration) are always in favor of 
limiting budget expenditures. They do not always
win-in fact, they never win completely because 
other actors who carry some weight have other pri
orities-but knowing that limiting spending is the 
priority is useful in predicting the behavior of budget 
directors. 

With this background on the behavior of all policy 
actors, it is useful to distinguish between two 
categories of actors: those who pursue specific,
relatively narrow interests, often of an economic na
lure, and those who are part of public authorities. As 
with all dislinctions, this one has its limitations. The 
main difficulty is that it ignores the well-known exist
ence of c!usters of power (Ogden 1972). Many in
dividuals often move back and forth between private 
pressure groups and government agencies inter
ested in the same issues. This leads to a set of close 
interactions defining a very autonomous cluster of 
power, which may not respond much to the coor
dination pressures exerted by public authorities at 
higher levels. 

Yet the distinction is useful. Private organizations
have their own by-laws and procedures. Their objec
lives are defined by their composition, the purposes
for which they were established, and their history.
They often pursue specific economic interests, but
 
their objectives may be broader, as, for example,

when a consumer organization worries about
 
whether a food is healthy. Sometimes the objectives

of a private organization are not even primarily eco
nomical, as is the case with nature protection as
sociations complaining about the excessive use of 
fertilizers by farmers. But nevertheless a private or
ganization pursues specific and identifiable objec
fives, which can be inferred from an analysis of the 
organization itself. In addition, a private organization 
cannot directly decide or implement a public policy.
To influence public policies, it has to exert pressure 
on one or several government agencies.

By contrast, government agencies are, as their 
name indicates, part of the broader set of public
authorities that constitute the government. Their ob
jectives are dictated by the function that they per
form within, and often for, the government. A singie 
agency seldom has the power to decide on or even 
to implement a public policy by itself. But it is part of 
the state apparatus that monopolizes public action. 
Thus government agencies differ from private policy 
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actors both in the way their objectives are deter-
mined and in their action possibilities, 

Interaction Among Actors Involved in Agricul-
tural Policymaking 

In the short run, policies result from a process of 
interaction among policy actors that is mainly of a 
political nature. Power relationships are essential in 
determining the outcome of the process. The politi-
cal process critically depends upon political instiLu 
tions, and pressure groups organize themselves in 
order to exert as rntich influence as possible. If 
inslitutions change, significant readjustments may 
be required. This was dramatically illustrated in 
France in the 1950s following the change of con-
stilutlion between the Fourth and time Fifth republics 
Farm organizations lad been guile powerful und.r 
the Fourtll Repiblic. I ey were geared to exert in-
fluerice in what was then a parliamentary syslern, 
the main center of power being fthe National As-
seribly With lhe new const ittilion, in 1958 power 
shifted to the presidency and the adrrinistrative 
bNreauis. T let,(idiliorial fairorgiiz-tions lost im 
portarit hattles, and it took ftreli several years of 
reorganization before they rw;egirrel their inflluernce. 

P;olitical scienlists have long() stdied the process 
of political irler action arc I asses,,sed t e relative 
merits and perforrniarices of vilrious institutional sys-
feMs. For instance, Lindblorm, as (gooledby Moyer 
(1988), has developed aI model of parlisarn rrrl al 
adjtrienr'," characterized by bargilning. tie a 
gueS that such a systerri is likely to lead to restIlts of 
better quality than policy reacted IItrorigh "certral 
synoptic decisiorimaking with heavy reliance on 
cosl-berelit analysis" for :;everal reasons in par 
ticular, many policy pr oblerris inivolve too many var 
ables with rnCasurerrierT i tnicertainilies, including 
values to be allaclhed to hen, to permil effective 
analysis. 

In spite of the political scientists' works, it is 
C -tiltto suggest precise and general hypotheses 
that take account of the interaction process among 
policy actors in the short run. An attempt to (10 So is, 
however, presented in the next section of fthis chap-
ter for the specific ca!e of agricultural policy de-
cisions taken by the Council of Ministers of the 
European Community. 

More can be said in general ,i)ho the interaction 
process in the long run, largely b(cause Of the inter- 
relationship between economic and political phe-
nomena in determining agricultural policies Simple 
observation and various econometric studies have 
shown that in the long run economic forces have an 
important effect on the evolution of policies. For 
instance, agricultural policymakers in developed 
countries could not have opposed the rise in the 
general price of labor, relative to other prices in fhe 

economy. Agricultural policies had to accommodate 
that powerful long-term trend. In the same fashion, 
the CAP must adjust because domestic agricultural 
supply in Europe has for decades been growing 
much faster than domnestic demand (2-3 percent per 
year versus 1 percent or less). 

The linkage of economics with the short-run po
lilical process of interaction results from the simple 
fact that economic changes affect the distribution of 
interests among policy actors at any point in time. 
Thus the economic stakes of the policy debate are 
determined by economic phenomena. In the long 
run, the evolution of the interests at play can be so 
great that it has a critical influence on the outcome 
of the policy debate, which means on economic 
policies. In that sense, economic constraints shape 
the feasible domain of policy choices. But recogni
fion of an economic constraint as a policy constraint 
is itself a political choice, 

te macroeconomic policy debate in France 
during fthe pres;idential election campaign of 1981 
provides a uJ5(:ll illustration of ftie phenomena in
volved here. Ne incumbent, P'resident Val6ry Gis
card d[ staing, ran on his record of achievemenls, 
arguing that the economi( perorcoirrance of France 
durring his adiniristrationt (1974 81) could be com
pared favorably with that of similar-sized countries, 
arid that exterrial constraints had prevented his gov
ermrnent,; from pursuingriore expansionist policies. 
I is critics, mainly from the Left, denied the existence 
of such an "external constraint" and campaigned on 
a prorrrise to accelerate economic growth thrOLrgh a 
more expansionist rmacroeconoiic policy and pro
te'tionisf measures designed to facilitate the "re
conquest of the domestic market" (according to 
their campaign rhetoric). The electorale, in choosing 
the socialist candidate, Fran ois Mitterrand, implicit
ly rejected Iis opponent's argument that France was 
faced with an "external economic constraint." A new 
socialist governrment, led by Pierre Maunoy, was 
promptly installed by Mitterrarid, and it implemented 
an expansionist macroeconomic policy. But in the 
stun mer of 1982, this orientation had to be revised: 
inflation was rninig high, the balance of trade had 
deteriorated rapidly, and devaijalion of the franc 
was unavoidable. But because France is part of the 
European Monetary System (EMS), it could not de
value the franc unilaterally. The choice was then 
either to change drastically thie orienation of do
meslic macroeconomic policies and stay within the 
EMS or to conlinue the policy but leave the EMS. 
Mitterrand chose the first alternative, and more dras
tic domestic measures had to be taken in 1983 to 
confirm this reorientation. It was thus clear that an 
external economic consraint, namely the need to 
balance dormestic demand with supply possibilities 
within a reasonable degree of foreign indebtedness, 
had forced the change in the orientation of eco

5 



nomic policies. The very formulation of the eco-
nomic constraint given aoove illustrates that recog-
nizing it as a policy constraint was indeed a political
choice. After all, it would have been possible to
leave the EMS-all EC member countries do not
belong to the system-but faced with two evils,
Mitterrand chose the one he thought was the least. 

This example may appear extreme, inasmuch as 
many economic policy choices do not necessarilyimply so political a decision as membership in a 
monetary system. Yet it appears that in all cases,
recognition of a constraint is based on an assess-
ment of the consequences involved if it were not
recognized and a judgment that the costs of these 
consequences would be prohibitive.

The concept of econoric constraints limiting the
domain of possible policy choices, which was just
discussed, should be contrasted with the more 
common idea of the existence of political con-
straints. The latter is linked with the idea that some-
how an economic optimum can be proposed to
policymakers on the basis of economic analyses,
taking the policymakers' preferences and available 
policy alternatives into account. The policy thal per-
mits this optimum to be reached is then viewed as
the best. But political considerations may prevent
the best policy being chosen, and such considera-
tions define a political constraint, 

The approach suggested here, based on the
hypotheses lhal have been dJiscussed, is very dif-
ferent. It does not rely on the existence of an eco-
nomic optimum, and thus the concept of a political
constraint is irrelevant. On the other hand, the role ol
economic constraint -js presented above is central 
to the conception that the relationship between eco-
nomic and political phenomena determines agri-
cultural and, more generally, economic policies,

A recursive model of policy determination could 
be useful in capturing the essenlial features of a
dynamic process. At this stage, however, it is not
possible to precisely specify a fully recursive model;
much uncertainly remains, in particular, about the 
duration of various adjustment periods. Yet the fol-

lowing schematic presentation helps convey the es-

senlially dialectical relationship between economic 

and political phenomena in tlhe determination of

economic policies (Figure 1).


Policy decisions at lime I(Di) are the result of the

forces 
 at play among policy actors in the political
bargaining process. Some o these are organiza-

lions (Org)t defending specific economic interests 

(Ec Int)t. Others are government agencies (Gov Ag)t,

which heavily depend on the set of existing institu-
tions (Inst). Long-term economic forces at period I
(LTEF)t influence (Ec Int)1 . These economic forces 
are mainly exogenous variables inthe analysis. Thus 
(LTEF) , 1 results from (LTEF)t and from some ex-
ogenous influence. The broken line linking D1 to 

(LTEF)tI indicates that policy decisions have an 
influence on long-term economic forces, but this
influence is limited. By contrast, Dt has a direct
influence on the future distribution of economic in
terests. This is expressed by the solid line linking DI 
to (Ec Int)t,1 and to (Ec Int)t n through the se
quence Dt . . . . Dt, n. Institutions are also as
sumed to be largely exogenous to the agricultural
policymaking process.

For his own use, Moyer (1988) has modified an
earlier version of this schematic model (Petit 1985),
after having pointed out several of its limitations. 
Long-term political trends are only reflected in Fig
ure 1(Inst)t. This does not capture such phenomena 
as "changes in the strength of the farm lobby
caused by population movement" or the "evolution
of public attitudes to farming." General political in
terests, such as "preservation of political stability," 
are also ignored. These limitations reflect the specif
ic purpose of the approach and of the research it is
designed for: clearly the analysis here emphasizes
the influence (f economic phenomena in determin
ing the evolution of agricultural policies.

Other limitations pointed out by Moyer d2serve 
furlher discussion. For tlhe purpose of this report, it 
may be sufficient to stress that, since the ambition 
was to build a recursive model, policy decisions at 
any time (Dt) are heavily depundent upon past de
cisions. This may no! be explicitly reflected in the 
arrows of the figure, but it is obviously a part of the 
model. In addition, "economic interests" must be
understood broadly. Some of the pressure groups
that they could lead to would be "latent groups" in
Olson's (1982) terminology. Even if they aie inactive,
they sometimes cannot be ignored. Thus when bud
get outlays increase, taxpayers' interests are at
stake. They may not be formally organized, but pub
lic officials are fully aware that they have to be
 
careful necause there are political limits on the
 
amount of taxes that can be collected.
 

Thus developed, the model can be operated as

follows: Let 
 us assume that at time t, a consensus 
emerges among policy actors on the nature of what

is politically feasible. This will set the terms of the

policy debate in a pluralistic society. Within this

feasible domain, various organized interests act to
 
put pressure on other groups and on government
officials in order to obtain a policy outcome as favor
able to them as possible. They encounter the op
position of other actors defending other interests. 
Alliances and coalitions are formed as integral parts
of the political regulation process. Any policy de
cision can be viewed as the outcome of this interac
lion process, that is, as a result. 

Afterwards, at time I + 1,the earlier consensus 
on the feasible policy domain may be destroyed.
This may be because economic circumstances 
have changed or because some groups' percep
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Figure 1-Schematic presentation of a recursive model of policymaking 

Exogenous
 
Influences 

(ITEF) 

(Ec Int)t - (Org)t 

Political / 
Bargaining Dt 

(Gov Ag)t 

(Inst)t 

Exogenous
 
Influences 

(Dt) = Policy decisions at time t 
(LTEF)t = Long-term economic forces 
(Ec Int)t = Economic interests at time t 

(Org)t = Economic interest organizations at time t 
(Inst)t Institutions at time t 

(Gov Ag)t Government agencies at time t 

tions ot the situation have been transformed. A new 
policy debate may ensue, producing a new out-
come. The new policy that emerges may not respect 
some constraint (C) that had hitherto been recog-
nized as such. 

At some later date, say, at time t + n, the conse-
quences of the new policy unfold. These conse-
quences may be drastic enough that they are re-
jected by a vast majority of policy actors. In this 
case, a new consensus emerges that recognizes C 
as a constraint: this recognition appears to be a truly 
political result-a political choice. Thus, it will shape 
the feasible policy domain, 

For the rest of this report, this recursive model 
provides the basis for the approach used to conduct 
the case studJies, 

Interaction within the European Community 

The general model discussed above is valid 
when applied to the European Community, provided 
one deals with the complication that two levels of 
interaction are involved: the EC level and the nation-
al level. At the national level, ihe schematic presen-
tation can be used to interpret how national posi-
tions, to be defended in Brussels, are elaborated. At 

(LTEF)t+1 

//(Ec Int)t+l - (Org)t+l 

Political 
Bargaining Dt+i 

(Gov Ag)t+ 1 

(Inst)t+ 1 

the EC level, procedures are sufficiently formalized 
that hypotheses about the interaction process can 
be further specified. Previous research has shown 
that such hypotheses can be relevant: they can 
explain various features of EC decisions and the 
decisionmaking process. The rest of this section is 
devoted to a brief discussion of these specific hy
potheses and of their most important consequences. 

The two main institutions for decisionmaking and 
implementation in the European Community are the 
Commission of the European Communities and the 
Council of Ministers. In EC affairs, the final decision 
is formally taken by the Council of Ministers, which 
is made up of representatives of the national govern
mant of each member country. For instance, when it 
discusses agricultural policy, the Council includes 
the 12 national ministers of agriculture. Sometimes 
the meeting can be broader and the ministers of 
agriculture are joined by their colleagues for finan
ces and for foreign affairs. But in all cases, the 
Council of Ministers is made up of representatives of 
national governments. Formally, the Council de
cides by a vote. A qualified majority is required if the 
vote is taken on a proposal presented by the Coin
mission. Otherwise, votes have to be unanimous. 
This underpins the critical role in EC decisionmaking 
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played by the Commission, which is made up of 
commissioners who are not supposed to defend 
national points of view, even though they owe their 
appointments to their governments. The Commis-
sion acts as a guardian of the interests of the Coin-
munity as a whole in the face of national govern-
ments concerned primarily with national interests. 

In recent years, a new body has been formally
added to these two main actors: the European
Council. Made up of the highest political officials in 
each country, either presidents or prime ministers, it 
meets at least twice a year. Its role is to reach 
general agreements at the highest political level. 
These agreements are then implemented in formal 
decisions taken by the Council of Ministers. Other 
bodies, such as the European Parliament and the 
Economic and Social Council, have consultative 
voices. Their role has not been major in EC decision-
making. 

Beyond the formal rules regarding unanimity and 
qualified majority voting, special attention should be 
given to the de facto unanimity requirement em-
bodied in the so-called "Luxembourg compromise,"
which was adopted after a crisis in the mid-1960s. If 
a country stated that its "vital interest" was at stAke 
on a particular poinl, under the compromise there 
was a political understanding that a unanimous de-
cision was required. Juridically, this was achieved 
through the behavior in the Council of Ministers of 
the ministers representing those countries that are 
in principle opposed to any dismantling of their na-
tional sovereignty. When any country invoked its 
vital interest, representatives of the United Kingdom,
Denmark, and France would support it on that issue,
whatever their earlier positions may have been. 

In principle, the Luxembourg compromise has 
become obsolete. The Single European Act, which 
reformed EC institutions in 1986, restored qualified
majority voting. But some close observers and par-
ticipants in EC decisionmaking are convinced that a 
political understanding remains active and that,
within the Council of Ministers, the threat to invoke 
one's vital interest remains a subtle but effective 
instrument for exerting pressure. Thus the effective 
rule governing current decisionmaking may have 

become ambiguous, 


For many years, the de facto unanimity Tequire-

ment had important consequences for the decision 

process. No minister could be completely defeated 

or humiliated by the outcome of a Council meeting.

Each had to be able to point out positive results to 
his countrymen, particularly, if he was a minister of 
agriculture, to the farmers of his country when he 
came home from Brussels. This largely explains why
EC decisions are taken by "packages," balancing
concessions and satisfactions for each member 
country. The unanimity requirement also explains
the difficulty of changing policies. There is a tremen-

dous bias in favor of the status quo. But policies do 
change; decisions are made. Thus there must be 
some force that overcomes this bias for the slatus 
quo. This is probably the political cost of not making 
a decision, which can lead to a crisis where the 
credibility and sometimes even the survival of the 
European Community is threatened. Indeed it often 
appears that the European Community is always
moving from one crisis to another. But if one steps
back, the historical momentum is obvious: Euro
pean integration has progressed, the Community
has been enlarged geographically, and more and 
more topics are covered by common rules or com
mon undertakings. 

The important role of "the cost of no decision" is 
also reflected in a small feature of EC decision
making; decisions, particularly those related to agri
cultural prices, are always taker in the wee hours of 
the morning. This may appear trivial, but it is suffi
ciently permanent to be revealing. A concession 
made by a minister after a long night of negotiation 
may be acceptable if it appears that it was neces
sary to avert a major crisis. The same concession 
made at a more normal working hour would not have 
this appearance. 

In a final package of decisions, one may distin
guish "core" issues irom those that are at the "per
iphery." The former are those around which the ne
gotiations that led to the package revolved. These 
issues are usually important for several countries,
but they cannot be too numerous; otherwise, the 
negotiation is too complicated. rhe final package
includes additional issues, usually less important or 
of importance to only one or two countries, that 
complement the package, permitting a better 
balance of advantages and concessions. The in
dividual skills of a negotiator play an important role 
in determining whether or not a peripheral issue is 
added to the core issues in the final package. He
 
has to convince his colleagues that he will veto the
 
package and bear the political cost of the absence
 
of a decision if the issue is not added. The distribu
tion of the political cost of a failure is, however,

somewhat subtle. If the failure is 
 attributed to a
 
disagreement on a minor point, the blame may be
 
placed as much on those who refused to grant a 
concession as on those who made this issue critical. 

Generally speaking, these hypotheses about the
interaction process among policy actors at the Com
munity level explain several specific features of EC 
decisionmaking. They are consistent with the gen
eral model presented in the previous section, and 
thus they allow for the influence of long-term eco
nomic forces on the evolution of the CAP. It must,
however, be recognized that there remains much 
uncertainty in the process of political interaction. 
Accordingly, it is always difficult to predict what the 
outcome of a specific negotiation will be. 
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METHODS 

The hypotheses presented are not specific 
enough nor of general enough validity to lend them-
selves to a formal test. In such a situation case 
studies are warranted. They can be conducted fol-
lowing an approach based on the hypotheses that 
have been discussed. Case studies can then be 
used to explore the domain of validity of the hy-
potheses, and they can help in specifying these 
hypotheses lurther. 

At this stage, it may be useful to summarize the 
hypotheses: 

9 Individual policy actors, that is, pressure 
groups and government agencies, can be identified, 
and their behavior in the policy process can he 
interpreted as the result of their objectives having 
been adapled to their situation, and vice versa, fhe 
situation being defined in terms of constraints and
actinn possibilities. 

* Policies are the results of an inleraclion pro-
cess among policy actors. In the short run, the 
inferactior process is essentially of a political na-
lure. It takes place within a politically feasible do-
main shaped by economic constraints. In the long 
run, economic forces determine the evolution of 
these economic constraints and, as a result, often 
have a critical irfluence on the evolution of policies. 

0 In tlhe European Community, as in any other 
political entity, the inlteraction process among policy 
actors is influenced by the specific institutional set-
ting. For the purposes of this report, the main feature 
of tlhat setting is that decisions are made on pro-
posals of the Comrnissior at the EC level by tile 
Council of Ministers, which is made up of repre-
sentatives of national governments. Special charac-
teristics of the European Community affect tlie de-
cisionrnaking process. Decisions are made by 
packages. Each package .s made up of a small 
rurnber of core issues, around which tlhe policy 
debate revolves during Ihe preparation phase, and 
of peripheral issues, which are critical to tlhe political 
viability of tlhe package. Because of tlie strong, in-
herent bias in favor of tle status quo, a sense of 
crisis is necessary for policies io be modified: tlhe 
political cost of tlie absence of decision must be 
high for decisions to be made. 

The research presented in this report follows pre-
vious work done by the author, alone or in collabora-
tion with others, which also relied on case studies. 
Alter a comparison of the history of commodity pro-
grams in the United States and tlhe European Corn-
munily (Petit 1985), a detailed study of tihe process 

leading to the CAP reform of March 1984, when milk 
quotas were introduced, was conducted (Petit et al. 
1987). Two case studies reported here complement 
this earlier analysis: the study of the 1985 price 
package, which was vetoed by the Federal Republic 
of Germany, permits a further test of the specific 
hypotheses about the EC interaction process de
rived from the March 1984 case; and the study of the 
elaboration of the French position in the debate that 
led to the reform of tlhe cereal policy regime in 1986 
permits an assessment of the validity of the model 
of policy interaction at the national level. Finally, the 
investigation of the political pressures exerted on 
French exports of wines and spirits to the United 
States provides an opportunity to extend the ap
preach developed earlier to the analysis of interna
tional trade conflicts. In a sense this has permitted 
further specification of the hypotheses presented in 
an earlier analysis of the agricultural trade confron
tation between lhe United States and the European
Community (Petit 1985). 

The methods used to conduct these studies are 
simple (reading of documents. interviews, collection 
of secondary statistical data, and elaboration of a 
general interpretation of the decision process), but 
as asserted earlier, the irnplernenlation of tlhese sim
pIe methods is delicate. This research provides fur
ther information on this point. Access to published 
documents, if only to keep abreast of current policy 
developments and debates, is never easy. Much 
use has been made here of a systematic review of 
Agra Europe, a jointly published weekly report pro
duced in both French and English by two different 
news agencies, which proved to be a valuable 
source though far from exhaustive; it probably ne
glects to report the positions of some actors who 
may be important. 

Fortunately, the interviews with actors involved in 
the decision process usually yield reliable informa
tion on the relative roles of tlhe various actors. For 
two of the case studies reported here, interviews 
were conducted by two students. Beforehand, the 
autlhor wondered whether they would be viewed as 
credible interlocutors by tlhe actors they were to 
interview. Afterward, it was clear, however, tlhat 
lhese two students managed to collect a rich 

amount of information, often of a confidential nature. 
This may be because, as students, they did not 
appear at all threatening to the persons being inter
viewed. Whatever the reasons, this experience 
shows that the method can be implemented by 
somewhat junior researchers, provided they are in
telligent and understand with some subtlety the 
games being played in a political process. 
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2 
The 1985 Price Package 

On May 16, 1985, the ministers of agriculture of
the European Cornmunity reached only a partial
agreement on common agricultural prices. The
usual price package was incomplete because the 
German minister of agriculture, Ignaz Kiechle, ex-
pressing his government's position, opposed the
final compromise on prices for cereals and rape-
seed by threatening to invoke the "Luxembourg
compromise," the legally weak but politically elfec-
live understanding that permits a rnember country to 
veto a measure viewed as opposed to "vitalits 

interest."


In Ihi clhapter the process Ithat ledto this out-
come is review(!d in lthe light of the hypotheses
presented in [te previous chapter. II should thus be 
possible to illustrate the fruitfulness arid the limila-
lions of the approach, as well as to provide substan-
live information on the determinants of the CAP. 

THE COMMISSION PROPOSALS 

On January 30, 1985, the Commission sub-
milled, as usual, a package of price proposals for
the coining ruarketing year. In principle, this allowed 
enough lime for the Fiuropean Parliament and other
consullative iodi,; Io express tlhmeir views and for 
the Council of Ministers to make a decision before
April 1, as required by the existing market regimes.
First, the arguncnts, justificalions, and specific pro-
posals of lire Commission will be examined; Ihen thevalidity and u.;elihlness ol the hypotheses in render-

ing an account of the Commission position will be

discussed 


Analyses, Justifications, and Specific
Proposals 

A new Commission, under the presidency of Jac-
ques Delors, with Frans Andriessen in charge of 
agriculture, had just been installed at lhe beginning
of 1985. Pulling fofrh these price proposals was one 
of the Commission's priority tasks bccause prompt
and diligent action was required on the agricultural
front. The Commission asserted lhe need "for con-
tinuity in the development of agricultural policy" to
ielp European agriculture face up to the challenges 

confronting it in the latter half of the 1980s. These
challenges resulted from the continuously increas
ing and even accelerating rise in agricultural pro
ductivity, whereas food demand was not increasing.
Thus the Community became more and more de
pendent on world markets as outlets for its produc
lion. Because of inelastic demand, the budget costs 
of domestic intervention were high. In this difficult 
economic situation, public financial resources to
help agriculture both at the Community and the 
national level were limniled. 

To solve these problems, there was no "miracle"solution. The orientation taken by the former Coin
mission in its famous memorandum of July 29, 1983
(the document labeled COM 500, introducing milk 
quotas, which led to the March 1984 reform of lhe
CAP) "remained entirely valid." After that, the market 
situation did not improve; in some cases it even 
worsened. Thus there was no alternative in the short run but to pursue the following course:* To seek a more morrkel-oriented price policy,
taking EC obligations to the agricultural populationinto account. 

* To apply guarantee hresholds in agreement
with orientations already defined by the Council of 
Ministers, in such a manner that if EC production
exceeded some limitation, the financial respon
sitility would be shared with producers.

* To evolve a farm structure policy in the direc
lion proposed by the Commission more than a year
earlier. 

Nevertheless, the Commission emphasized that
 
the agricultural population 
 needed medium- and

long-term perspectives. If the CAP did not give hope
 
to farmers for the next generation, according to theterms of Article 39 of the Treaty of Rome, which 
established the European Community, the great 
danger would be a renationalizalion of agriculturalpolicy, with all the dire consequences that this would
entail for European unity. As a result the Commis
sion announced a broad debate on the future of 
European agriculture to be launched during the sec
ond half of 1985. 

After a brief review of the general economic sit
ualion, the Commission examined the market out
look situation for major agricultural commodities. 
Reproducing all these analyses is unnecessary for 
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the purpose of this report. One example will suffice: 
because of the key role played by cereals in the 
decision process under Study, this commodity cale-
gory will be briefly discussed. 

Figure 2, which gives the evolution of production 
and domestic use of cereals from 1972173-1985/86 
in the 10 member countries of the Community and 
trend projections to 1990/91, summarizes the es-
sential points of the Commission's analysis. 

The 1984 harvest, estimated at 144 million metric 
tons, reached a record level thanks to exceptionally 
good wealher conditions. 3 Itconfirmed the trend of 
a continuous!y increasing level of production, at a 
rate higher 111,) 3 percent per year since 1978. The 
main cause of this increase is seen to be the rise in 
yields, particularly that of wheat, which accounted 
for 48 percent of total cereal production. Yield vari-
ability due to weather conditions seems to have 
declined in recent years. Under the hypothesis of a 
continued restrictive price policy, the total area 
planted in cereals is projected to remain relatively 
stable until 1991 at 25.7 million hectares. Wheat will 
continue to substitute for other cereals. This will 
bring total cefeal production to 148 million tons in 
1991. 

On the demand side, stagnation has been strik-
ing. Human and industrial consuMplion, as well as 
use for seeds, stayed around 40 million tons for 
about 10 years. Even if industrial use could increase, 
say, by about 1 million tons, total cereal demand 
would continue to depend mainly on livestock con-
sumption. And Ihis would be influenced by total pork 
and poultry production, as well as by the price ratio 
between cereals and cereal subslitltes, such as 
cassava (manioc), bran, and corn gluten feed. Un
der the hypothesis of a restrictive price policy, the 
demand for cereal for livestock feed might reach 74 
million tons in 1991. Thus total domestic demand 
could be 115 million tons. This would leave a surplus 
of production over domeslic consumption at 33 mnil-
lion tons, as compared with about 10 million tons in 
1983/84 and 32 million tons in 1984/85. 

The evolution of international trade is difficult to 
project because, even if supplies were sure, the 
evolution of world demand is uncertain. It depends 
mainly on the situation in the Soviet Union and on 
the solvency of developing countries. Given budget 
constraints, merely maintaining EC market shares 
would require that cereal prices within the Com-
rnunily be riot far from its main competilors' prices, 

The price proposals of the Commission, based 
on analyses of this type and on the objectives re-
called earlier, can be summarized as follows: 

Price adjustments for 1985/86 had to be no less 
prudent than for 1984/85. 

All tons reterred to in this report are metric tons 

For most products, price adjustments had to be 
between 0 and +2 percent. In some specific cases, 
a price reduction was justified because production 
had increased beyond the guaranteed threshold 
level. Such was the case for cereals arid rapeseed. 

A consistency between various prices was re
quired: prices ot livestock products had to be set 
taking account of variations in livestock feed prices. 
The existence of milk quotas provided an incentive 
to increase production of alternative livestock pro
ducts. This influence had to be taken into account 
when setting up prices of the lalter group of com
modilies. 

Globally the Commission price proposal would 
have led to an average 0.3 percent reduction in 
European Currency Units (ECUs) for the whole 
Community, including a 3.6 percent reduction for 
cereals (-4.4 percent for rye and 0 percent for durum 
wheat). For milk, it was proposed that an increase of 
1.5 percent of the indicative price be implemented 
but applied to a smaller total quota, and, more im
portantly, a 4 percent decline in the intervention 
price for butter, combined with a 6.8 percent in
crease for milk powder. It was proposed that exist
ing monetary compensatory amourls (MCAs) be 
lowered. In addition, priccs would be frozen for 
meats and wine. Negative MCAs would be sup
pressed, and all Gerrman and Dutch MCAs set at 1.3 
percent. The estimated budget cost of these pro. 
posals (19.3 biilion ECUs) represented an extra cost 
of 700 million ECUs over the initial budget presented 
earlier by the Commission. 

Interpretation 

Perhaps the most striking feature of the Corn
mission's behavior during the period under study is 
its continuity. The proposals put forth in January 
1985 were fully consistent with the orientation of the 
CAP reform suggested by the previous Commission 
in July 1983 in the Corn 500 document, This is 
particularly noteworthy because membership of the 
Commission had largely been reappointed and its 
leadership totally changed. 

Actually, the Commission continUed to empha
size the strength and the relevance of long-term 
economic forces. Budget costs escalated as world 
prices declined and the imbalance between domes
tic supply and demand worsened. Under these 
pressures, the need to support farm income was 
recognized but eventually sacrificed. The Commis
sion's repeated references to Article 39 ol the Treaty 
of Rome (which established the European Corn
munily) illustrates its awareness that the ultimate 
social legitimacy of the CAP rests on its support of 
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Figure 2-Production and domestic use of cereals (excluding durum wheat)
in the 10-country European Community, 1973/74-1985/86, and 
projections to 1990/91 
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farmers' incomes, even though the official objec-
lives of the CAP, as spelled out in Article 39, are 
more complex. But, faced with a rising and unac-
ceptable level of budget outlays, the Commission 
had to sacrifice this important income objective. Its 
promise to launch a major debate on the future of 
European agriculture illustrates that such a sacrifice 
would probably not be sustainable in the long run. In 
other words, no short-term solution could be found 
to the policy crisis resulting from the contradiction 
between an escalating budget cost and a delerioral-
ing average farm-income level, 
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Attention to long-term economic forces did not 
preclude the Commission from behaving as a politi
cal actor. The very timing of its proposals, submitted 
one month after its new leaders formally took office, 
was clearly a sign that it intended to play its role 
effectively in the EC's cumbersome decisionmaking 
process. Such timing could have helped give mo
mentum to the negotiations. In addition, the price
package was reasonably balanced, inasmuch as it 
would have broadly distributed the costs of adjust
ment to the budget constraint among EC farmers of 
various countries, regions, and products. 



The fact that the whole package was not fully 
agreed upon at the end of the process may be taken 
as a sign that the Commission's foresight in imagin-
ing and developing apolitically acceptable package 
may have been less clear than in past negotiations. 
But, as argued in more detail later, such a criticism 
is probably exaggerated. Perhaps precisely the way 
to force the hand of the German government was to 
oblige them to veto the package alone, thus leaving 
i' to the Commission to unilatefally manage market 
in:erventions as it saw fit without formal approval by
the Council Ol Ministers. 

In summary, the behavior of the Commission 
appears consistent with the hypotheses presented 
in the first chapter of this report on the rationality of 
its behavior. It did act as the major guardian of EC 
achievement and, through its vigorous proposal, 
tried to increase or at least maintain its share of 
power within the EC hierarchy. Emphasizing the ir-
portance and relevance of long-term economic for-
ces was probably critical for the pursuit of this sec-
orid objective. These iorces define economic 
constraints, such as budget costs that cannot be 
increased indefinitely or production that must find 
some outlet. These constraints must sooner or later 
be recognized by policyrnakers. As argued earlier, 
recognition of an economic constraint is itself a 
political decision, presumably, the sooner a con-
straint is recognized the beller, because otherwise 
the ensuing economic and political costs of not 
recognizing it will escalate. The Commission has 
over the years derived moral authority from having
called the ninisters' altention to the fact lhal existing
policies were not suslainable. This has been viewed 
as defending the long-term EC interest. In this in-
stance, the new Commission pursued the same line 
as its predecessors. 

Finally, this continuity in the behavior of the Corn-
mission illustrates the importance of the institutional 
setting in determining an actor's behavior. As ar-
gued in Chapter 1, the objectives of a policy actor 
do not depend on the personal whims of those in 
charge. They are largely determined by the "situa-
tion," that is, the possibility of acting and the con-
straints limiting the domain of feasible actions, 

THE RESPONSE OF MEMBER 
COUNTRIES 

The EC decisionmaking process is such that 
after the Commission put forth its price proposals,
the center of action moved to the Council of Min-
isters, where each minister expresses and defends 
the point of view of his national government. De-
bates within the Council are not public, yet the main 
positions taken by the participants are widely re-

ported in the press. This section is based essentially 
on reports published by the weekly Agra Europe 
(French version). 

First, the national positions and their evolution 
will be chronologically described; afterward an inter
pretation based on the hypotheses presented in 
Cha")ter 1will be suggested. 

Description 

The first discussion took place in the Council of 
Ministers on March 11 and 12, 1985, almost six 
weeks alter the Commission submitted its proposal. 
Table 1 summarizes the main reactions of member 
countries to the Commission proposal expressed
during those meetings. The sirongest opposition 
was expressed by the German minister, who did not 
accept price reductions and the dismantling ol the 
positive German MCAs, which would have ied to a 
further reduction of support prices expressed in 6er
man mirks-those that are directly relaled to the 
prices received by German farmers. Wilh some 
nuances, lhe Commission proposal was generally
well accepted by France, the Nelherlands and Den
mark. Italy, Ireland, Belgium, Greece, and Luxem
bourg indicated that they would prefer higher prices
for some products, particularly for some vegetables 
and sugar, but this was not seen as opposing the 
proposal. The I.Jnied Kingdom, although generally 
favorable to the proposal, would have preferred that 
cereal prices be lowered further than the 3.6 percent 
suggested by the Commission. On the dismantling
of positive MCAs, Michael Jopling, the British mini
ster of agriculture, expressed the fear that the end 
result might be an increase in the prices received by
farmers in some countries (as had occurred the 
previous year when a "switch" had been made in the 
way of computing MCAs). The Netherlands indi
cated a willingness !o dismantle its MCAs, provided 
Germany did the same. Incidentally, the Dutch posi
tion was exactly the same as a year earlier. 

In addition, many other smaller issues were 
raised by individual ministers-the price of sun
flower seeds, for instance, or the variable premium 
paid to British sheep farmers, or tle payment mod
alities of the superlevy imposed on above-quota 
milK production. But it was clear that these would 
only be peripheral issues. The core of the package 
was clearly the price of cereals and the dismantling 
of positive MCAs. 

The Council of Ministers met again on March 
25-27. The firm position of Germany on cereals pre
vented an agreement in time for the normal but not 
often respected April 1 deadline. Transitory mea
sures had to be taken. Jopling reminded his col
leagues that they had already accepted the principle
of a budget discipline, limiling the growth in EC 
spending on agriculture. But no progress could be 
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Table 1-Summary of member countries' reactions to the Commission proposals, 
as expressed on March 11 and 12, 1985 

Bel- Ger- Den-

Reaction 
 Luxem- Nether- Unitedglum many mark France Greece Ireland Italy bourg lands Kingdom 

General 
response Mixed Neg. Pos.Pos. Mixed Mixed Mixed Mixed Pos. Pos. 

On cereal 
prices ... No OK OK ...... ...... OK 

On sugar
prices ... OK ... OK OK+ ... OK+ OK+ OK+ OK-

On pork
prices ......... 
 ... ... O K .........
 

On MCA+ Yes No Yes Yes Yes? ? Yes OK* Fear 
price 
impact 

On MCA- ... OK ... 

Notes The responses indicate the following viewpoints: 
Yes firm approval 
No strong opposition 
OK acceptable 
OK i would prefer higher prices 
OK- would prefer lower prices 
? position unknown 
OK* The Netherlands were willing to dismantle their positive MCAs provided Germany did the same. 

made. The ministers of agriculture decided to meet 
again on April 1, bill they (lid not succeed then 
either. Repeated failures to reach a decision after 
two more (ays of negotiation led to a reassessment 
of tactics on April 2,3. II was decided that focusing 
on cereals, as had been done, was colinterproduc-
tive. Filippo Pandolfi, the Italian minister, who was 
then chairing the Council, was urged to try to isolate 
the German representative, Ignaz Kiechle, and he 
undertook a series of intensive bilateral contacts, 
seeking the components of an acceptable global
compromise. At the satne time, the French minister, 
Henri Nallet, let it be known that he could, after all, 
understand the position of his German colleague. 
What really mattered to France was the competitive-
ness of its cereals on international markets. Higher-
than-desirable price levels the domestic Euro-on 
pean market could he acceptable, provided
guaranlees could be given by the Commission that 
it would not, as a consequence, be more restrictive 
in tie distribution of so-called export "restitutions." 

The French version of Agra Europe reports on a 
press conference with Fran§ois Guillaume, then 

president of the F6d6ration Nationale des Syndicats
d'Exploilants Agricoles (FNSEA), the main farmers' 
organization in France. He complained that the 
Council's failure to make a decision on time was 
costly to farmers, and he asked for special help and 
various measures at the national level. This illus
trates the type of political pressure that is brought to 
bear on the Council when it delays decisions. 

On the same day, April 23, 1985, the Council of 
Ministers in charge of the budget met. Agra Europe 
reports that the British and German ministers 
showed more flexibility on agricultural spending
than 7s usual for the representatives of these two 
countries, which are traditionally opposed to growth 

European budget outlays.
In spite of these signs that national positions had 

begun to be less entrenched than before and that 
the political pressure to find a compromise was 
becoming strong, the Council of Ministers failed 
again to come to a decision on May 2. Not until its 
meeting of May 15-16 was a partial compromise
reached, Germany "vetoing" the price decrease for 
cereals and rapeseed. 
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Interpretation 

To interpret the positions taken by the various 
government representatives, one must remember 
that these positions are the products of a complex 
set of interactions among policy actors at the nation-
al level. This research did not permit a detailed 
analysis of the national interactions. One must rely 
here on previous research and examine whether or 
not the observed behavior of individual ministers of 
agriculture in this instance is consistent with past 
observations and interpretat ions. 

The most visible position was that of Kiechle, the 
German minister of agriculture. Ie took a firm stand 
against any price decline for German cereal farmers 
and eventually was able to convince the whole Ger-
man cabinet to slate that the "vilal interest" of his 
country was at stake in this matter. TIis may seem 
surprising since the final compromise proposed by 
the Commission and rejected by Germany included 
only a 1.8 percent reduclion in cereal support 
prices. Earlier, Germany had indicated that a 0.9 
percent decrease would be acceptable, provided 
the delay for intervenlion payments by the Commis-
sion to c'rain merchants and cooperatives would 
also be reduced roin 120 to 60 days (a shorter delay 
means a more effective intervention rnechanisrn, 
and hence a smaller gap between intervention arid 
market prices). 

How can Kiechle's firmness be explained? Ac-
tually, the positions laken in this instance are not 
new. German farmers have a powerful organization, 
the Deutsche Bauernverband (DBV), which has al-
ways had a close relafionship ,,w'ith the minister of 
agriculture. In addition, German cereal farmers with-
in the DBV were highly mobilized; lke large, efficient, 
Northern farmers being well aware of the issues at 
stake. They benefited from a feeling of strong soli-
darity with other farmers, cereals being widely grown 
throughou tlhe country. Thus Kiechle was subjected 
to strong pressure from the DBV.He was able to use 
it as a lever within the cabinet, because of his spe-
cific political situation as a member of the Christian 
Socialist Union (CSU), the Bavarian wing of the 
Christian Democratic Union Party (CDU). His resig-
nation would have destroyed the delicate balance 
between the various members of the ruling coalition 
led by Chancellor Helmut Kohl, particularly the 
balance between the CSU of Frantz Josef Strauss, 
on the one hand, and the Free Democralic Party, on 
the other. In addition, all members of that coalition 
knew that they needed Ihe farmers' political support 
in order to stay inpower at the next Federal election 
and also in the various Linder (state) clections. This 
view was later vindicated when subsequent electoral 
defeats of Ihe CDU were attributed, at least in part, 
to greater than usual abstention among farmers. 

The position of the French minister may appear 
surprising in the light of earlier behavior For ie first 
time France supported the Conrniss ion, which ad
vocated a prudent, even a restrictive, price policy. 
Perhaps more surprising yet was Ithel)(Yo;ilion of 
Association Gem.nerale des F'roducleunrs de B(: 
(AGP[3), the French grain farmers' organi/alion. 
They supported the Commission and the French 
government position. Ihis reflected their conviction 
that the long-run ohjective of mairnlainring compei
tiveness on world markets was more important than 
the objective of pushing for as high an incorre as 
possible in the short run. 

Because France is a major exporter of grains 
outside of the Community, maintaining market share 
is a high priority for France. This was reflected in 
April when the French minister stated that he could 
understand his German colleague's position and 
that he could go along withI a Itigher domestic Euro
peain price, provided that enough funds would be 
made available to pay the larger export restitutions 
that would be required to maintain the compelitive
ness of French grain exports on world markets. 

The French posilion on MCAs was riot innovative. 
The reduction in French negative MCAs was a con
venient way for the minister of agricultmre to come 
home Iron Brussels ard announce that prices re
ceived by French farmers, as expressed in French 
francs, would increase even if the general level of 
support prices expressed in CUs was to decline. 
The pressure on positive MCAs fro., such countries 
as Germany arid the Netherlands has been a con
slant component of the French government's at
titude. French government agencies and farm or
ganizations argue that posilivc MCAs act as export 
subsidies to agricultural exports from member coun
tries having currencies that are appreciating (at least 
in relative terms). 

Finally, it is worth noting that the French position 
did not significantly change when Nallet replaced 
Michel Rocard as minister of agriculture in late 
March 1985. This again illustrates that a policy ac
tor's behavior is largely dependent on his institution
al setting and much less on his personality. 

The other government positions can easily be 
understood in lerms of previous analyses of their 
past behavior. The UK representative pushed for 
lower price and fiscal restraints but defended the 
variable premium benefiting UK sheep farmers. The 
Dutch minister was also in favor of restraint on the 
price arid fiscal fronts. Iis highest priority was to 
maintain the competitiveness of Dutch agriculture in 
both European and outside markels. Grain is not a 
major Dutch export item. Thus it is not surprising 
that the Netlherlands did not play a major role in this 
instance. Their insistence on keeping on a par with 
Germany on dismantling of positive MCAs reflects 
both their willingness to accommodate pressures 
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from other member countries and their priority ob-
jective of maintaining their coirpetiliveness with all
their trading partners. For many livestock products,
they did not wanl German farmers to benefit from a
relative advantage over Dutch farmers as tie result
of different positive MCAs. 

Belgium, lrel,rmd, D0enmark, Luxerniourg, Italy,
anJ Greece atteripted to influence the final corn-
promise in such a way that some of their farmers 
would benefit. Northerners pushed for higher prices
for cereals of sutjgr beets, soulherners supported
higher prices for som'ne fruils or vegetables. But most
of these positions related to peripheral issues in the 
),ackage. In that respect, their behavior was fullycorsistenl with Ihe hypotheses suggested in Chap-

ter I They did not pl4ay a major individual role in
negotitiors on lIe ire of the package, but collec-
lively they weon ni n)tant inasmtUc,has tlhey helped 
to isolate Gei i airly.fhis general attitude of global
acqtiiescerce willi tie Cornai'ssion proposal re-
flcts, first, the fact that the Conmnission proposals 
were polilicallv well Ialanced to begin with. In addi-
lion, it also rel., Is lie growing rteognitinn of te
Iiiliy of opposing ti e long term economic pres-

sures (supply-delnrarnt in blances aid escalating
budgel costs of the C,)), which played such an
important role in delermining lhe CoMMission pro-
pT)sal. 

THE PROCESS OF INTERACTION 

AMONG POLICY ACTORS 


Accounting for the behavior of individual policy
actors is relatively straightforward in terms of the
actors' oblectives, ite ilstitulioral setting, and the
possihlilities for action, these three concepts being
easily dist ingui-stha le hl closely irilerrelaled. But it
is much more difficult to inlerprel lhe process of
interaction among policy actos using only a limiled 
number of clear and rlahtively general hypotheses.
Itis now time Ioreflect on the lessons of this case 
study regarding the process of inleraction among
policy actors at the Community level, Ilere again it

will be useful Iocompare the obs,_rvalions frorn this 

case 
study with the corcepts and hypotheses on
this topic elaborated for and resulling from previous

research But in order to d 
so, several features of 

the specific interaction process must be enpha-

sized, The story narrated so far Must be completed,
Subsequent reactions to the partial decision taken 
on May 16 by lhe Council of Ministers help illuminale
the whole process. 

Reactions to the Partial Agreement 

The diversity of reactions by national farmers'
organizations from member counlries illustrales the 
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different attitudes of these various organizations
toward the C41. But more importantly for the pur
pose of this research, these differences in attitude
mainly reflect the differences in the way farmers are
viewed in their own countries as reflected in national 
public opinions. It is useful to rcview these reactions 
here because they underscore the complexity of the 
pressures exerted on the Council of Ministers. 

On May 16,according to Agra Europe, the Ger
man DBV asked to be heard directly by the Commis
sion because the agreement did not respond "in any
just manner" to the situation of German farmers, and
"it ignores the social significance of agricultural en
terprises" for Germany. The DBV also lok note ofKiechle's firm position. The DBV asked that the ne
goliations that it wanted to open with the Commis
sion and the Council deal with issues of guarantees
to be given to indebted farmers and of fiscal exemp
tions for low-income farmers. 

The British National Farmers Union (NFU) ex
pressed moderate, somewhat positive, views after 
the agreement. Its president, Sir Richard Buffer,
grelled the absence of 

re
a decision on grains and

rapeseed but was satisfied that other prices had 
beer, fixed. Hle particularly approved the decisions 
on dairy products and beef. He emphasized, how
ever, the need to restore the "special arrangements 
for UK exports of mullon." 

Agra Europe reported that the French organiza
tions hesitated between "weariness and anger." Forthe FNSEA the lack of a complete agreement il
lustraled "the state of degradation within the Com
munity." The various ro)ices were viewed as unsatisfactory in any case, since they were well below the 
cost increases. The FNSEA asked the French gov
ernment to contribute to a reduction of production
costs through exemptions of taxes paid on petrol
eum prod-ucts. II suggested maintaining the cereal 
price bLrt introducing a co-responsibilily levy, a pay
rnt by farmers to the European Cornmun rily, as

sessed on volume of production (or marketing), in
order to avoid U.S. crilicisms (of export "restilu
lions," presumably). 

Ihe French grain growers, as represented by the
 
Association Gdnerale 
 des Producleurs de BI6
 
(AGPB), were critical of the German lack of flexibility,

which they viewed as "concentrating only on short
term income problems but ignoring the 
 serious 
problems of market outlets" (Agfa Europe). (Note
that this consideralion is much more important for a
major expoter of grains, such as France, than for a 
net importer, such as Germany.)

The DuLch federation of farm organizations 
(Landbouwschap) expressed satisfaction with theprice levels agreed upon but concern about the 
future of the Community, fearing that the Germanattitude could lead to the end of the CAP. The 2.5percent rise in the price of milk was welcomed by the 



Landbouwschap, as milk is an important product in 
the Netherlands. 

The Belgian Boerenbond, the poweru; farm or.. 
ganization in the Dutch-speaking part of Belgium, 
regretted the delay in fixing cereal prices, reiterated 
its opposition to a price reduction, and said it was 
disappointed by the price level for other products, 
particularly for milk. But it also asked that, at the next 
meeting of the European Council to be held in Milan 
in June 1985, the Council pay special attention to 
the de facto veto right of the Luxernbourg com-
promise. 

Agra Europe does not report the reactions of farm 
organizations in other member countries, which is 
obviously a limitation for the purpose of this re-
search. It also probably indicates tha! such posi-
tions may not have been formulated clearly or that 
they were deemed unimportant in a -uropean con-
text. For instance, previous research has shown that 
the division of Italian farm organizations along ideol-
ogical lines has seriously limited their collective ef-
lectiveness (see Petit et al. 1987, Chapter 3). 

The president of the European Committee of 
Farm Organizations (COPA), Jans Ilinnekens, 
stated that the decisions taken by the Council were 
bad for farmers, bad for the CAP, and bad for 
Europe: 

These decisions imposed on farmers uniquely 
for budget reasons do riot take any account of 
either the already very difficult situation of the 
farmers' purchasing power, or the considerable 

inimpleoe ing the new prices for milk, beef and 
partial 

cision and the srengthtening of the rend toward 
mutlon. ngte wharacter of the Council d 

renationalization of agricultural policies threaten 
the cohesiveness of the CA- arid even its exist-
ence, with all the unavoidable consequences for 
the construict ion of Europe. 

(Agra Euo[e)s) 

This statement illustrates the difficulty COPA 
faces in its coordination task. The only consensus 
that can be reached among national farm organiza-
lions is on the basis of the highest d,-mands (all farm 
organizations are a priori for as high a leel of farm 
prices as possible). But this leads COPA ,)bargain-
ing positions that are not politically realistic and 
seriously impairs its effectiveness in the political 
bargaining process. As a result, the best tactic for 
national farm organizations is often to put pressure 
on their national governments. The positions these 
national organizalions take have that as their main 
purpose, and this explains the diversity that was just 
illustrated. 

After the partial failure of May 16, [tle Commis-
sion declared that "itwould take the necessary mea-
sures of market management" to avoid extra budget 

outlays. Without a formal change in price supports, 
it took market management measures that, for all 
practical purposes, implemented the final compro
mise that had been rejected by Germany. That this 
was not challenged by Germany afterward is inter
esting. Only conjectural hypotheses can explain this 
apparent paradox. Kiechle may have judged that he 
had made his i)olit;,cal point vis- -vis German farm
ers by his spectacular veto. In addition, German 
officials sensed that their country was isolated. They 
were unanimously blamed for blocking a difficult 
policy decision on an issiJe whose direct stakes 
(less than 1 percenlaoe point diflerence in the price 
of cereals and rapeseed) were disproportionate to 
the tong-term political costs to the Community of not 
making a decision. Thus they may have lelt that 
raising this issue again in a fight with the Commis
sion would be too costly in political terms. 

The Main Interactions in the Community 
Decision Process 

As indicated in the first chapter, the policy pro
cess can be viewed in the short run as made up of 
a set of interactions among policy actors leading to 
a specific decision. Long-term economic forces in
luence that process because the distribution of in

terests at stake at any given lime is shaped by these 
forces. rhe pressure exerted by these economic 
forces is sometimes so strong that observers of and 
participants in the policy process have the irnpres
sion that a real constraint of an economic nature 
limits the domain of feasible policy decisions. As
already indicated, however, recognition of an eco
nomic constraint is itself a polilical decision. The 

process under study here illustrates this point. It 
also exhibits specific characteristics particular to the 
[C decisionrnaking institutions. 

First, in this case, as in all policy decision proces

the sequence of events is important. The new 
Commission promptly pul forth a proposal soon 
after it was established. Such liming was critical for 
the Commission to play its role effectively. To assert 
its influence, the Commission had to convey a sense 
Of urgency, thus appearing to defend the EC inter
ests in the face of the individual ministers, who must 
put the interests of their national governments first. 

The very fact that the Council of Ministers did not 
formally discuss the Cornrfmission proposals before 
March 11-alrnost six weeks after tlhe Commission 
made it public and only three weeks before the April 
1 deadline when support prices were supposed to 
be fixed-illustrates by contrast tlh-'unusual haste of 
the Commission. 

After a slow start, action in the Council reflects 
the build-up of pressure to reach a decision. As 
previous research has shown, the de facto quasi
obligation to reach a unanimous decision acts as a 
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powerful brake on the decision process, whereas 
the engine of that process appears once again to be 
the political cost of not reaching a decision. This 
was illustrated by the various stalernents of policy 
actors, particularly farm organizations who com-
plaired about the delay and asked for compensat-
ing national measures. The cost of not making a 
decision is also reflected in the mellowing of the 
budget minislers at their meeting ot April 23. 

lhe culmination of the process in the German 
veto of May 16 dramatically illustrates the need to 
reach unanimily, in line with the Luxembourg corn-
promise. Butt subsequent events showed that such 
a veto may not be a)solute. The Commission went 
ahead and implemented the decision that had been 
vetoed by Germany. As discussed above, the fact 
that the German government did not protest prob-
ably reflects the political cost of not reaching a 
decision. That cost would have been carried by Ihe 
German government alone, and Germany probably 
saw the burden as unbearable. This illustrates the 
cornplexily of the sequential interaction process that 
leads to a policy decision. At the same time, it 
explains why it is so difficult to formalize an inter-
pretalion of that interaction. 

Finally, this particular case study confirms earlier 
observations that EC decisions are made in pack
ages. It also supports the hypothesis that the main 
interaction process revolves around a few key is
sues, which form the "core" of the package. In this 
case the core issues were cereal prices and the 
dismantling of MCAs. This core is surrounoed by 
many peripheral issues, which are indeed an in
tegral part of the final package but which play a 
secondary role in the interaction process

Regarding the behovior of individual actors, this 
case study confirms that the influence of the Com
mission rests on its institutional prerogative to make 
proposals to the Council of Ministers, and its recog
nition that countries must adjust to long-term eco
nomic forces. The decisionmaking process of the 
Council is the direct result of its being made up Of 
national government representatives. The behavior 
of each government is strongly influenced by the 
consensus emerging within each country on what 
can be viewed as the national interest. In this re
spect, the contrast between France, a large exporter
of cereals, and Germany, a net importer, is striking,
inasmuch as in both countries public opinion is gen
erally favorable to public support of agriculture. 
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3 
Elaboration of the French Position in the 1986 Reform of
 
the Cereal Policy Regime
 

The case study presented in this chapter focuses 
on one type of commodity, cereals, and on one 
country, France. In ,e spring of 1986 the Council of 
Ministers of the European Community decided to 
reform the cereals regime. In a way, tI is chapter is 
a sequel to the previous one.4 In 1986, as in 1985, a 
number of decisions were packaged together, in-
cluding the support prices of many commodities 
besides cereals. The core of the package, however, 
was clearly the reform of fhe cereal policy regime, 
Thus, concentrating on grains seems legitimate in 
this instance. This study has the added advantage 
of permitting a more detailed investigation of the 
actors involved in the policy debate. 

Circumstances and available resources made it 
possible to conduct interviews only in France and in 
Brussels. Thus special emphasis will be placed here 
on the French debate leading to the position taken 
by France in the Council of Ministers. Given the 
major role played by France, the largest EC pro
ducer of grains and by far the major exporter of 
cereals, this case is interesting in its own right. But 
here again, of course, the main purpose of the case 
study is to test or to further specify the hypotheses 
of this report. Paying special attention to one group 
of commodities and to one country will allow a more 
detailed examination of some hypotheses than was 
feasible for the more global analysis in the previous 
chapter. 

SEQUENCE OF EVENTS 

The Commission, which had just been appointed 
in 1985, was under pressure to present its price 
proposals on time. Previous events had shown that 
the CAP was under great stress because of a fun-
damental contradiction between the objective of 
supporting farm incomes and the growing budget 
cost that this entailed. The new Commission de-
cided to launch a broad debate on the future of the 

CAP. For that purpose the Commission publihed in 
July an official report entitled Perspectives for the 
Common Agricultural Policy, popularly known as the 
"Green Paper" (Commission of the Eturopean Com
meunity 1985a). Wiltli indigl , one can(;see tfhat he 
debate that was launched did no bring forth many 
new ideas, nor did it lead to a consensus; rather it 
reflected the same major contradiction. Yet the 
Green Paper was important because it expressed 
the new Commission's view of current agricultural 
policy problems, and it provided the intellectual ba
sis for the subsequent actions and positions of thie 
Commission. Regarding the reform of the cereal 
policy regime, it is uselul to separate the preliminary 
discussions launched by the Green Paper from the 
formal decisionmaking process that occurred be
tween February and April 1986. 

Preliminary Discussions 

The Green Paper. The Commission asserted the 
need to maintain a large number of farms in the 
European Community without wasting large amounts 
of public resources. It reviewed various problems, of 
which only those pertaining to the cereal sector are 
discussed here. 

The Green Paper asserted that cereal support 
prices should be significantly decreased to balance 
supply and demand. This would be preferable to 
supply-control measures, such as land set-aside or 
production quotas, which were viewed as leading to 
higher prices and lower demand, and not to higher 
farm incomes. In addition, in order to increase ex
ports of grains without unbearable budget costs, EC 
prices should be brought closer to prices received 
by producers in other exporting countries. 

The intervention regime should be modified to 
restrict the period of intervention purchases to the 
months of April and May. The implementation of the 
guarantee threshold concept should be strength
ened, with support prices being lowered during the 

Much of the material for this chapter was collected by Catherine Charpentier for a research paper done under the author's direction 
(see Charpentier 1986). 
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crop season when it appears that the harvest vol-
time will exceed the threshold, instead of waiting for
the next crop season. 

Moreover, prodtcers should bear part of the fi-
nancial burden caHsed by surpluses of production 
over domestic (reni'id hy paying a co responsibility
tax, whos(? proc'eds cul(e heused to pronote new
cereal rises or as a firnancial contribution to the 
plymenl of export ret',it tions,

1o comne(s;ate small farmoers aflected by price
red ictions if the (/V reforms strggeste(i by tile 
Corr1m1ission were imlpl(emenle(d, additional direct in-
come sipporft measures should( he adopted, Sav-
it gS o ttieIft ice gi tar anlee section of Ilie [uropeatl
Agricull.i l iFnd tI[ O()GA) 'shotild permit an in-
cfreae in expet.es; for sociosirtnctnrral measures,
lhal r, rir aitres; favoring the mo)ility of lard, labor,
aid calliil for the development of rmore efficient 
prodrr( liorn injli.t

lie Novtifr Me(iririhrn After broad (on-
irllltiowi with riatiornsl goverlnlienl representalives,

falrti grolps, amid otler intereste(d parlies, which
v/ent o)n ntlil ile October, Ir(, Commission speci
tied itspo(siliinl throlrlg Ili, publicatiorn ori Noveti-
bet 13, 15Th, of another official documert entilled,
A / wti/e hil // nof r), A c;lrcitiue, tlo k o'ioiiirssioni 
OIWit,I( r,s ((;(Otnrri,;Siorn Of tIre (;ati Coin-OJWoi 
runilily t98hb) l hit; docrnweituicludes a trineriorarid(m on r,huf of te(cereal policy regime, tire Or-
q(.imiis tI(Iti Corrinitrine (e Marelie (O)CM). Along
linres stig~est 

lire
Iinitre (Green Paper, the Corlimis-

sion proposerd e f owing police.s:
0 Adoptlion of a reslrictive price policy, consis-

tenl with n1rarket realilies (the price reduction sug-
gest JIs sri all, ii or( rIo avoiI spillover effects on
other coMMOdntltie,, lpati(curlarly surplhses Of crop-
competing wilh cereals al the producers' level):

9 Strenit fuig of quality criteria to discolrage
tfe prodhrrlichriof tow C11lialty feed wheeal 

* Weakening of ilervenion fnecharisrIs Io fa-
vor cornmercial tuses iisl ea lof intervertior storage;

ard 


0 Iritiatior ofia co responsib.ilily tax to lighten tile
F[1OGA financial hurden and make farrrers more 

sensitive to market realities 
 Ihis tax would be levied 

on sales and riot on production 
 to favor the direct 

use of grain on farris. The first 25 tons would be

exempled so lhat tie income of small farmers would 

not be affected. lhe amount Cf the tax wo 'ld be
compuLted on Ihe basis of ilie cost incurred IC dis-

pose of the excess of prodiclion over nonsubsi-

dized consurnLplion, but after adding to the latter the 

amount of cereal subsliltles irnporled for animal 

feed corpotunCIs, 


Reactions the Mernorndurn. 
 The mernoran-
dum on the cereal regirne was formally presented by
Frans Andriessen at the Council of Ministers' meet-
ing, November 18 and 19, 1985. With the exception 

of the United Kingdom and Italy, representatives of
member countries indicated their willingness to ne
gotiate on this basis. The UK Minister of Agriculture,
Michael Jopling, proposed a 20 percent price cut to
be spread out over two years. His Italian counter
part, Filippo Pandolfi, opposed Ihe co responsibility
fax. On that tax, representatives of Denmark, Ire
land, and the Nelherlands expressed a preference 
for assessing it on acreage rather than on produc tion. Discussions continued within Ihe Commission 
and within a working group made up of high-level
civil servants in charge of agricutural market pol
icies in the various member states. Formal reform 
roposals were presented to the Council of Mini

slers by the Commission in February 1986. These 
were followed by the annual price proposals for all
agricultural commodilies sulpported within the CAP.

lie two proposals were presented by the Commis
sion as Iwo distinct ernlilies, emlpha.sizing their differences and stressing the untsuial character of tihe
cereal regime reform. Bu it became immediately
clear to all participants in the policy process that the 
two proposals would be discussed as parts of a 
single package. 

The Formal Decisiorimaking Process 

The Commission Proposals. Ifre price proposals 
for the 1986/87 crop year and the proposed
changes in the cereal policy regime were published
in two different docuirnents (Comnnission of the Eu
ropean Community 1986a, 19861)), Taken together,
these changes included. freezing price support lev
els; initialing a co-responsibility tax of 3 percent of
the intervention price; exempling the first 25 tons
marketed from the co-responsibility lax; shortening
the intervention purchase period from the usual 
July 1-June 30 to Decem ber 1-April 30; strengtlen
ing quality criteria so Ihal the reference moisture
 
content would be 14 percenl instead of 16 percent;

and imposing penalties on wheat that did not com
ply with new breadmaking specifications.


As a whole, these changes were fully in line with
 
the orientation given in the memorandum. Now that

specific proposals were on the table, arTroUnling to
 
a significant reducltion in thc prices ihat farmers 
woJlo receive, the center of action moved to the
 
Courcil of Ministers.
 

Council Meelirias. 
 The ministers of agriculture
examined lie Comnmission proposals orr February
24 and 25, but the Concil president, Gerrit Braks of
the Netherlands, fell that a real discussion was not 
possible for Iwo reasons: the budget siltralion would 
remain uncertain until the finance ministers met on
March 10, and the prospective French legislative
elections, to he held on March 16, would disturb the 
debate. 
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A series of bilateral meetings between Braks, 
Chairman of the Commission Andriessen, and other 
Commission officials and national government rep-
resentatives was undertaken. Instigating such meet-
ingsisacommon procedure for a Council preside,t. 
It permits exploration of the various negotiation rm,.r-
gins, presumably in order to find a mutually ;iccrpt-
able compromise. 

Another meeting of the Council of Minis'ers was 
field on March 24 and 25. It was attended by the new 
French minister of agriculture, Frangois Guillaume. 
This represented a new round where national posi-
lions on the Commission proposals were restated, a 
step that "could riot be avoided but did not yield any 
progress in the negotiation process," according to 
one close participant's remark. Thus, the April 1 
deadline could not Le respected. 

A final decision was taken on April 25, early in the 
morning and after a long negotiating session, which 
lasted for four consecutive days. the negotiation 
was particularly difficult because, for the first time, 
12 countries had to come to an agreement, Spain 
and Portugal having joined the European Cornmun-
i~v on January 1, 1986. In additioi,, the package was 
quite complex, and preliminary discussions within 
lhe Special Committee on Agriculture or the high-
level working group had not produced a very elab-
orate basis for a final compromise, 

Credit for shrewd chairmanship of the Council of 
Ministers should be given to Braks and his close 
associates. As usual, the Commission made suc
cessive proposals as the negotiation progressed. 
Matters proceeded fairly quickly once the third pro-
posal was adopted, the chairman taking an informal, 
indicative vote on each element of the package. 
Since none of the elements was blocked by use of 
the qualified majority rule and since no member 
country invoked its vital national interest, the pack-
age was declared adopted by the chairman without 
another formal vote on the whole package. The final 
decision was close to the first Commission pro-
posal: price support levels were frozen, grain-quality 
criteria were strengthened, the intervention pur-
chase period was shortened from 12 to 7 months 
(October 1-April 30), and a 3 percent co-respon-
sibility tax was initiated. The Council slightly sot-
tened the pill for farmers: bread wheat satisfying 
specific and stringent criteria was granted a 2 per-
cent price premium, the reference moisture content 
was fixed at 15 percent instead of the 14 percent 
suggested by the Commission, and the first 25-ton 
exemption of the co-responsibility tax was replaced 
by a program of direct income payments to small 
producers. On the whole, it was estimated that in 
countries where these measures were not miligated 
by a dismantling of negative MCAs, and where aver-
age grain quality is usually mediocre, the price re-
ceived by farmers would drop by about 11 percent. 

THE FRENCH POSITION 

France was the largest producer of grains in the 
European Community (close to 58 million tons in 
1984), followed by Germany and the United King
dom (about 26.5 million tons each). Together these 
three countries had contributed more than 72.2 per
cent of total EC production and their share was 
increasing. Average yields were high: 5.7 tons per 
hectare for soft wheat in France for the three-year 
period, 1982-84. This was about the same as in 
Germany and slightly less than in the United King
dom, where grain quality is usually lower, fit only for 
livestock feed. France was also the largest exporter 
of whea; its share of intra-EC international trade for 
wheat was 67 percent, and France contributed 80 
percent of total EC exports of wheat outside the 
Community. By contrast, the corresponding figures 
for the United Kingdom were 17 percent and 10 
percent respectively, these shares having increased 
in preceding years. Gern an exports were negligible. 
Whereas export markets were vital for French wheat 
farmers, who exported 56 percent of their produc
tion, they were of almost no interest to German 
farmers. These striking differences led to quite diver
gent interests in the cereal policy debate. 

The main actors involved in the policy debate 
can be classified in Iwo categories, first, those rep
resenting specific economic interests, and, second, 
government agencies. 

Farm Organizations 

Farm organizations make up the first category in 
this instance. The most important actor among them 
was the AGPB (the wheat growers' association). 
This is not surprising because commodity interests 
were obviously at stake in the debate. 

The Association Gnrale des Producteurs de 
B16 (AGPB). This organization defends the interests 
of wheat growers, who often also produce other 
marketed feedgrains. Thus AGPB is the spokesman 
for cereal producers' iOterests in general. There is, 
however, also a specialized maize growers' asso
ciation, Association G6n6rale des Producteurs de 
Mas (AGPM), which is separate from AGPB. Both 
are members of FNSEA, the general farm organiza
tion. FNSEA attempts to develop a unified position 
for all farmers; if acts as a coalition of various com
modify interests. For several years, dairy farmers 
have held a dominant position in FNSEA. Because 
the general organization must also take into account 
the interests of the grain producers, AGPB exercises 
real influence when cereal policies are under discus
sion. 

Having long advocated high price support levels, 
AGPB recently and discreetly shifted its position. It 
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had indicated to the French government in 1985 that
it would accept a lower [-rice. This was consistent 
wilh the conviction that French grain production has 
a comparative advantage in Europe. But AGPB was 
in favor of maintaining and managing the interven-
tion measures as before, and it was strongly op-
posed to the co-responsibilily tax. It also cam-
paigned for a reduction of several specific national 
taxes on cereals, which were used to finarce stalis-
tics, operations of the cereals board, Office National 
Inlerprolessionnel des Cer6ales (ONIC), and the ex-
tension service, and even contributed to financing
the farmers' health insurance scheme, 

In 1986, conscious that the pressure on the EC 
budget had been exacerbated and fearing the in-
position of production quotas, AGPB accepled the
principle of a co-responsibility tax, but it requested
what it called an "active co-responsibility," meaning
the allocation of the new tax proceeds to market 
development measures, particularly new industrial 
uses and export enhancement, 

AGPB is a powerful organization. Its members 
are generally well-off, educated, and conscious of 
their interests. 1hey can easily be mobilized arid do 
not hesitate to drive log distances to participate in 
a demonstration anywhere in France or even in 
Brussels. The organization is well financed and has 
a good reputation for professionalism and efficien-
cy. But most of its influence stems from the econom-
ic significance of the French cereal sector, which 
provides a large trade surplus in an economy chron-
ically plagued with difficulties and thus helps bal-
ance France's current external accounts. The views 
of AGPB are usually supported and relayed by
FNSEA, but AGPB also has the means to express itsposition through its publications and through ready 
access to policymakers at all levels. 

AGPB reacted to the various analyses, sugges-

lions, and finally specific proposals of the Commis-

sion by developing an alternative analysis of the 

outlook for the grain sector. It argued that new mar-

keis could be developed and, as a result, European

grain production should be allowed 
to continue to 

expand at a reasonable rate. Food uses 
could be 
increased through a reduction of wheat imports
(which are usually special quality wheals blended 
with domestic European wheat to manufacture spe-
cific flour types). Feed uses could be increased by
restricting imports of cereal substitutes, such as 
cassava or corn gluten feed. New food or teed uses 
could also be developed through research arid fis-
cal incentives. In this respect the most promising
oullel could be the development of bioethanol (at-
cohol), which could be used as a solvent to produce
lead-tree gasoline. 

To promote such developments, AGPB created 
or participated in various lobbying activities. It put 
pressure on EC and national public authorities to 

obtain three measures: an extension of export res
titutions to cereal-based industrial products; a re
duction of the specific tax on alcohol to make it more
competitive with gasoline; and public support on 
investment (fiscal incentives, a direct subsidy, sub
sidized credit, or a combination ot these measures).

Given such measures, AGPB argued that cumu
lated public stocks of cereals could be about 10 
million tons in 1991/92 instead of the 80 million tons
projected by the Comrnissic,. It also argued that the 
Commission estimate of cereal substitute imports 
was much too low; it computed a figure of 22.3 
million tons instead of the 14.1 million tons esti
mated by the Commission. This difference rests on 
a matter of definition, AGPB including in the cereal 
substitute category such products as molasses, fats
and oils, and oil seeds and meals, which were not 
taken into account ;r. the Commission estimate. 

As a result, AGPB was against the Commission 
proposals. In particular, it rejected a reduction in the 
price support level and the idea of a co-respon
sibility tax as suggested by the Commission (that is,
without earmarking the tax proceeds for market de
velopment). AGPB accepted the strengthening of
quality criteria but wanted, as a compensation, a 
premium on high-quality wheat. It was against any
weakening of the existing intervention measures. 
And AGPB criticized the Commission for not propos
ing an active export policy, for doing nothing about 
corn gluten feed imports, for accepting an increase 
in manioc imports from Thailand, and for seeking a
condemnation of the French government in the Eu
ropean Court of Justice concerning a sale of wheat 
flour to Egypt supported by a public credit guaran
tee scheme. 

Union Nationale et F6d6raion Franaise des Co
op6ratives d'Approvisionnement et de C6r6ales 
(UNCAC and FFCAC). Grain cooperatives market 
more than 70 percent of all grains in France. They
have two major national organizations: UNCAC,
which mainly fulfills an economic role (exporting the
 
grain of some 400 co-ops), and the FFCAC, which
 
acts as a pressure group. 
The co-op movement 
collaborates closely wilh AGPB; it plays a specific

role because of its intimate knowledge of marketing

channels. Thus, for example, UNCAC 
was critical of

the Commission proposal to strengthen quality cri
teria, which it viewed 
as only a device to indirectly
lower the price support level. It claimed that buyers
abroad are not interested in having a single quality
standard: when they want a specific type of cereal,
they can usually find it. Thus UNCAC felt that there 
was no need for the Commission to take action in 
this domain. In Europe, miiiers in the various mem
ber countries have different rtquirements. Thus it 
may not be meaningful to define a single set of
quality criteria for the whole Community, except for 
the requirement relating to moisture content. For 

22 



instance, buyers for the Soviet Union require a 14.5 
percent maximum moisture content. 

The main concern of the cereal cooperatives 
during the period of the policy debate was the crea- 
tion of new negative MCAs in France, following the 
devalualion of the French franc after the legislative 
elections and the change of majority in March 1q86. 
FFCAC immediately requested the total dismantling 
of the French negative MCAs. 

F6ddration Nationale des Syndicats d'Exploit-
ants AgIricoles (FNSEA). FNSEA is the most intluen- 
tial general farm organization. It has actually been 
strengthened in recent years by the socialist gov- 
emnent's failure to break FNSEA hegemony among 
farm organizations. Under attack, FNSEA claimed 
that the farmers' interests were best dnended by a 
single organizaion rather than by a number of small 
organizations, each representing the specific inter-
ests of a small category of farmers. Thus the FNSEA 
platform must necessarily include positions in favor 
of all segments of the coalition that constitutes iis 
membership. 

As already indicated, dairy producers are domi-
nant in FNSEA. On cereal policy issues, FNSEA 
supports its affiliate, AGPB, unless the AGPB posi-
lion appears to be in clear conflict wilh livestock 
farmers' interests. Nevertheless, FNSEA has long 
been in favor of limiting imports of cereal substitutes 
into Europe. At first glance this may be viewed as 
contrary to the interests of livestock farmers, who 
should prefer lower rather than higher feed costs, 
but this apparent contradiction can be resolved by 
noting that French livestock farmers benefit less 
from cheap imported feed ingredients than their 
competitors from Northern Europe who are located 
close to major harbors such as Rotterdam or Ham-
burg where the large and efficient feed mills are 
concentrated. 

FNSEA has real political clout because of its 
influence on the rural electorate, and all political 
parties want to appear to support farmers' welfare. 
Because its positions are well publicized, FNSEA's 
ctatements contribute greatly to the government's 
positive or negative image among the farr', popula-
lion. Thus FNSEA is the main partner of the minister 
of agriculture in any agricultural policy debate. 

Following AGPB, FNSEA rejected the analysis 
put forth by the Commission, particularly on the 
need to reduce grain production in Europe. FNSEA 
not only opposed any reduction in the level of sup-
port given to grain production, but it asked for a 4.7 
percent increase in the price support level. 

To show its political power, FNSEA invited the 
leaders of the four major French political parties 
(Jacques Chirac, Val6ry Giscard d'Estaing, Lionel 
Jospin, and Georges Marchais) to attend its national 
congress in November 1985. All four accepted and 
thus found themselves seated at the same table for 

a few hours, a unique and symbolic happening. On 
the basis of this demonstration of its strength, 
FNSEA continuously criticized the French govern
ment for the weakness of its opposition to the Coin
mission during this period, contrasting it with the 
determination displayed hy Andriessen in the name 
of the Commission. Also in November, Guillaume, 
who was then FNSEA president, went to the United 
States to negotiate directly with the Americans, a trip 
that received wide press and television coverage. 

After the change of majority in March 1986, Guil
laume became minister of agriculture of the new 
Chirac government. This led to a complete change 
in FNSEA's attitude. The organization stated that it 
would continue to watch carefully the negotiations in 
Brussels but expressed its pieasure that its presi
dent had become minister, trusting that he would 
defend the French farmers' interests well. 

Other Farm Orqanizations. Two other general 
farm organizations, allied or directly linked to 
FNSEA, were active in the policy debate. They are 
the Centre National des Jeunes Agriculteurs (CNJA) 
and the Association Permanente des Chambres 
d'Agriculture (APCA). The former, an affiliate of 
FNSEA, is an organization for young farmers less 
than 35 years old. Ithas some autonomy vis-a-vis 
FNSEA, and its positions are listened to by farmers 
and their economic and social allies in rural areas. 
CNJA criticized the Commission for paying exclu
sive attention to CAP budget costs and for not out
lining any long-term vision for European agriculture. 
Refusing to accept a reform adopted without a full 
debate on the future of agriculture, CNJA suggested 
in March that all intervention measures and price 
supports be frozen at their 1985-86 levels, thus leav
ing time for a full debate. CN,'A was proud to receive 
the support of the AGPB on this position. CNJA 
indicated that it would present a general scheme of 
reform of the CA at the "opportune time," but such 
a design was never presented. 

CNJA had long been in favor of co-responsibilily 
taxes. During the cereal policy debate, it reasserted 
its position in favor of a differentiated tax, whereby 
the largest producers would pay a higher rate than 
the smaller ones. This idea was not supported by 
AGPB and was never really discussed. CNJA criti
cized the French government for not developing an 
alternative proposal to counter the push for quotas 
of the German government and the pro-free-market 
stance of the Netherlands, equal evils in the eyes of 
CNJA. 

APCA is made up of the presidents of the Cham
bres d'Agriculure, semipublic organizations that 
exist in each dpartement (administrative district). 
Their main activity is the provision of various ad
visory services to farmers. Although under some 
administrative control, the Chambres d'Agriculture 
are managed and led by farmers. APCA, the apex 
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organization at the national level, does not have any
important ditterence of philosophy with FNSEA. But
the two organizations sometimes compete for farm-
ers' attention. For several years APCA had taken a 
more flexible position than FNSEA on the need toreform the CAP. This time, however, APCA did not
play an active role in the policy debate, but it took a
firm stand against negative MCAs. 

Government Agencies 

The main actors inthis category werethe Ministry
of Agricullure, several directorates under the Minis-
try ot AgriculLure, the Ministry of Economics and
Finances, its directorate of external economic rela-tions, and the Ministry of the Budget.

The Direction deIa Production et desEchannes
(DPE) ofthe Ministry of Agriculture. The DPE ad-
ministers agricultural market interventions in France.
Itclosely monitors and fartlici ates in EC affairs, and
keeps in close contact with farm organizations, par-
ticularly the specialized commodily groups.

Early in the debate, DPF tcok a position against
a drastic reduction in grain price suippnrt levels,
arguing that the consequences of such a reduction 
on grain produclinr anrd farm strtLcure were uncer-
tain. A concentration of produclion in the most fertile 
areas and a shilt of cultivated area away from grains
toward oilseeds would be likely, leading to higher
FEOGA expendiltures-jusl the opposite of the
Commission objective. In addition, such a price
reduction would be politically impossible, It would
face strong opposition from farm organizations in
France and even more in Germany. [DPE favored aslight price reduction. It was convinced that French
producers could support such a reduction by being
more careful with their use of inputs and thus in-
prove their productivily, which would enhance their
competitiveness within Europe. DPE wanted toavoid production quotas. It feared that quotas would 
not really curlail production but would limit the vol-ume covered by European restitutions. Hence
French farmers or the French government would 

have to support the cost of exporting what was
produced beyond the quotas. In addition, this would 

decrease the contribution of the French grain trade

to France's balance of trade. 


A co-responsibility tax was viewed as acceptable

because it would lead to 
or ly a small reduction inthe prices received by farmers 2nd, thanks to the tax
proceeds, it would alleviate the budget constraint,

DPE did not favor a co-responsibility lax exemption

for small producers because this would have ben-

efited mainly German anC Italian farmers. But DPEsupported strengthening quality criteria, particularly
related to moisture content, because this would fa-
cilitate exports and UK farmers would be the ones 
most penalized, 

Direction des Industries Apro-alimentaires
(DIAA) in the Ministry of Agriculture. The main mis
sion of the DIAA is to promote the development otfood-processing (agri-food) industries. Its main 
partner among economic pressure groups is theSyndicat National des Industries Agro-alimentaires
(SNIA), the organization of the ag~i-food industries. 
The task of DIAA within the Ministry of Agriculture is 
often difficult because farmers and their organizations dominate the minister's political agenda. 

In the cereal policy debate, DIAA's main concernwas the grain quality issue. For a long time, DIAAhad been urging that more effort should be directed 
to improving grain quality, so its position on this 
matter was quite different from that ot DPE.

DIAA favored lower grain prices, which would
benefit processing industries, but DIAA did not have
enough influence in the Ministry of Agriculture to
impose this view. DIAA did not oppose the idea of a
co-responsibility tax but it feared that the tax, as
proposed, would favor the direct consumption of
grains on farms at the expense of the feed-mixing
industry because it would be a tax on marketed
grains, not on total grain production. Because of its
limited influence within the ministry, the DIAA ad
vised the agri-tood industries to pressure the mini
ster and the European Commission to give it a voice
in the implementation of the co-responsibility tax.

Other Government Agencies. Both the Ministry of
Economics and the Ministry of the Budget have a
direct stake in the CAP. Their main concern in recent 
years has been the limitation of budget costs. But
because of the relative influence of the economic 
groups involved in the agricultural policy debate,
they have to take the political weight of the Ministry
of Agriculture into account. Both ministries were
opposed to the principle of production quotas. But
they favored a price decline, which would reduce the
budget cost of the CAP, an important objective for
France because it had become a net contributor to
the Community Budget in 1984. They opposed the
co-responsibility tax beoause they thought the sig
nal it gave to farmers was less clear than a

straightforward decline in support prices would be.
In addition, a tax is more vulnerable inasmuch as it
 
can be rescinded at any time.
 

Direction des 
Relations Economiques Exl6r
ieures (DREE) is mainly concerned, as revealed by

its name, wilh the external trade balance. As such,

its influence in French economic policymaking

important. Conversely, in some ways, it is important

is
 

for DREE that cereals have a significant trade sur
plus. DREE was against the co-responsibility tax
because French producers would be the major contributors, whereas in decisions about the use of tax
proceeds the weight of France would be limited. In
addition, DREE did not support a drastic reduction
of French grain production and exports. A slightly 
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lower price would be acceptable to French grain
producers, viewed as more competitive than their 
counterparts in other European countries. It would 
boost demand and signal to the United States a will 
to take countermeasures after the 1985 farm bill, the 
Food Security Act of 1985, which was viewed as 
clearly geared to reconquering market shares. 

The Minister of Agriculture. By function, the min-
ister of agriculture expresses the French govern-
ment's position in the Council of Ministers. This posi-
tion is a result of the interaction among actors at the 
national level, which justifies discussing the role of 
the minister of agriculture after having reviewed the 
behavior of the other actors. 

Two different persons, Nallet and Guillaume, be-
longing to two quite different governments, served 
successively as minister of agriculture during the 
study period. The sets of political constraints defin-
ing their possibilities for action were quite different, 
however. But what is most striking is the similarity in 
the objectives that they pursued. Each (as would 
any minister of agriculture) tried to maximize the 
political support or minimize the opposition of farm-
ers to their government. For that purpose they both 
had to be concerned with the evolution of farmers' 
incomes that would result from t e reform. Nallet 
was constrained by the ideological opposition of the 
FNSEA leadership to the socialist government. Guil-
laume benefited from the farm organizations' con-
fidence that he, as a tormer president of FNSEA, 
would defend their interests. But Guillaume also had 
the difficult task of convincing farmers that the re-
form of the cereal regime adopted in Brussels could 
not be avoided and was a lesser evil than any other 
feasible compromise. Eventually, Nallet and Guil-
laume presented to the Council of Ministers the 
position of the French government: avoid quotas but 
accept a small reduction in the price received by
farmers. This included the accepfance of a small 
co-responsibility tax and of tighter quality criteria, 
After the devaluation of the franc, shortly after the 
Chirac government took office, dismantling the neg-
ative MCAs that had just been created became a 
high priority item on Guillaume's agenda. Eventually 
he partially succeeded, Therefore, the price decline 
in French francs was smaller than that for the com-
mon price expressed in ECUs. 

Interaction at the National Level 

The French government has developed a formal 
procedure for elaborating the French position in the 
Council of Ministers. This procedure provides the 
framework for interaction among policy actors in 
France. On Mondays and Tuesdays the Special 
Committee on Agriculture (SCA) oi the European
Community meets in Brussels. Made up of repre-
sentatives from the 12 member states, its main func-

tion is to sort out the issues in order to prepare
policy decisions to be taken by the Council of Min
isters. On the previous Thursday the French position 
to be taken in the SCA is decided in France. In the 
morning, a meeting is held at the Ministry of Agricul
ture, with representatives of the DPE, DIAA, and the 
cereal intervention agency, ONIC, present. DPE 
plays the leading role in determining the ministry
position. In the afternoon, representatives of the 
various ministries involved meet in the Secr6tariat 
G~n6ral de Coordination Interminisl6rielle (SGCI).
This secretariat, under the prime minister's office, is 
where the positions of the various French ministries 
(economics and finances, foreign affairs, budget, 
foreign trade, and agriculture) are considered and a 
common position is defined. In the field of agricul
tural policy, the major actors are most often the 
ministries of agriculture, the budget, and, to a lesser 
extent, foreign trade. If an agreement cannot be 
reached at the SGCI level, the issues are referred to 
the prime minister or his chef de cabinet, who makes 
a final decision. France's permanent representative 
to Brussels is then instructed on the position he is to 
take in the SCA and perhaps on his permitted mar
gin of maneuver. For meetings of the Council of 
Ministers the internal French procedure is the same 
as for the SCA. 

Given this institutional framework, the interaction 
process during the period under study can now be 
examined. After publication of the Green Paper, Nal
let requested President Mitterrand, to whom he had 
just been special adviser on agriculture, to give him 
comnlete authority over CAP negotiations. This he 
was refused, which confirms that agricultural policy
decisions have to reflect many considerations and 
oressures originating outside of agriculture.

Inthe fall, Mitterrand exerted strong pressure on 
the Commission president, Jacques Delors, to avoid 
any decrease in public support to cereal producers
before the French legislative elections, which were 
scheduled for the following March. During the same 
period, Minister of Agriculture Nallet and his imme
diate collaborators were fearful of the German pres
sure in favor of production quotas. To avoid this 
danger, Nallet actively pushed the principle of a 
co-responsibility tax, after having checked with the 
main farm organizations that this was acceptable to 
them. As indicated above, the farm organizations
did not accept the Commission analysis leading to 
the conclusion that the growth in production should
be checked, so they did not endorse the co-respon
sibility tax. However, it was clear to all participants
that a drastic price reduction or production quotas
would be unavoidable otherwise, and such policy
changes were viewed as worse than the co-respon
sibility tax. The acceptance of that tax was condi
tional on earmarking the proceeds for market de
velopment measures. The French government 
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adopted the idea of the tax without considering in 
detail its consequences for the feed-mixinn indvustry,
in spite of the complaints expressed by SNIA, DIAA,
and ONIC. Under French pressure, the Commission 
introduced the co-responsibility tax in its formal pro-
posals. And then the debate started aoain. 

In February, Nailet used the CNJA proposal to 
freeze all intervention measures according to their 
status in 1985 in order to take a year to shape a
really new policy, thus blocking the negotiations for 
a while. It was clear anyway that no decision could 
be taken before the French legislative elections on 
March 16. 

The agricultural policy agenda in France after the 
new Chirac government took office was deeply
changed. The devaluation of the French franc and
the revaluation of the German mark led to the crea-
lion of negative MCAs in France (-6.3 percent for
cereals). At Ootmarsum, Netherlands, where these 
new exchange rates were fixed by the 12 ministers 
of finances and economics, the French minister 
agreed that no member state would acsk for disman-
fling of these negative MCAs "before the end of the 
current agricultural price-fixing procedu "This was 
a hard blow for French farmers. Accepting it in the 
wake of the devaluation was politically expedient for
the new government, since the devaluation was 
clearly presented as the consequence of the pre-
vious government's bad economic policies. After-
wards, Guillaume presented himself as a strong de-
fender of the farmers' interests by asking for the 
dismantling of the negative MCAs, in spite of his 
colleague's promise that the French government
would not do so. Eventually, negative MCAs on ce-
reals were reduced by 1.4 percent, and this sweet-
ened the somewhat biller pill of the cereal policy
reform. For Chirac, the choice of Guillaume as min-
isler of agriculture had been politically astute. It
neutralized the potential opposition of farm organ-
izations to the decline in public support of cereal 
producers. 

LESSONS REGARDING THE EC
DECISIONMAKING PROCESS 

The main lesson to be learned from this decision-
making process is that important decisions in the 
European Communily can only be taken as part of a
package. In addition, this example confirms that it 
is useful to distinguish between the core and the 
periphery of a particular package of decisions. In 

retrospect, the co-responsibility tax appears to have 
been at the core of the package under debate. In 
recalling how it evolved, another aspect of the EC 
decisionmaking process can be stressed-one that 
has been little discussed so far-namely the rela
tionship between the national and EC levels. 

In summary, the idea of the tax appeared for the 
first time in the Green Paper in July 1985. The tax 
was presented as a possible instrument for collect
ing funds for the FEOGA and developing new mar
kets. Following this publication, several member 
states including Germany, Italy, and the United 
Kingdom indicated that they would prefer or accept
the production quota solution. French interests felt 
threatened by production quotas, inasmuch as the 
French government and some farm organizations
feel that France has a comparative advantage in 
Europe for grain production. This explains the posi
lion in favor of the co-responsibilily tax taken by the 
French government early in the debate. Inits memo
randum, the Commission adopted the idea of the 
co-responsibility tax but for the sole purpose of in
creasing I-F OGA receipts. The proceeds were not 
earmarked for market development, as requested
by French farm organizations when they accepted
Nallet's support of the tax. 

Tne Commission suggested that the tax be lev
ied at the marketing or intervention level and that the 
first 25 tons be exempted. This latter provision was 
eventually replaced by a program of direct income
 
payments, as requested by the French government.

Guillaume managed to convince the Commission
 
officials and Kiechle, his German counterpart, who
 
had supported the exemption, to accept the direct
 
payments. It was also decided that the tax would be
 
collected at the level of first processing, intervention,
 
or export. This was to allay fears of possible fraud,
particularly in Italy and Greece. 

This brief description illustrates the complex
movements of the policy debate at the national and 
the EC levels. It also confirms the idea that in a 
decision package some issues are at the core of the 
debate and others at the periphery. The importanceof the issues in the peripheral category should not 
be underestimated, however. After all, Germany had 
vetoed a small price decline for grains in 1985. Inaddition to the desire not to bear again theonce 
political cost of aveto, the German government was 
probably satisfied with the promise that small Ger
man grain producers would be compensated
through EC or national measures. This peripheral
element avoided a stalemate. 
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4 
Pressures on French Wine and Spirit Exports
 
to the United States 

Domestic and trade agricultural policies are 
closely interrelated. Conflicts of economic interest 
often underpin trade disputes, as they do domestic 
policy debates. Both domestic and trade conflicts 
are settled through a political process: for trade 
disputes that process is essentially made up of ne- 
gotiations among national governments, otten with-
in the General Agreement on Tariffs and Trade 
(GATT). Thus, although GATT and the Eurcpean 
Community are quite dilferent international institu-
tions, in both cases the process involves a political 
interaction: the first, at the national level, results in 
the position taken by the government representative 
at the second, the international level. Accordingly, 
the approach developed in this report and used in 
previous chapters should also be relevant for the 
interpretation of agricultural trade disputes. The 
case of the political pressures revolving around 
French exports of wines and spirits to the United 
States has been selected for study here because it 
is relatively simple, highly symbolic, and revealing, 

The problem is simple because the issues are 
clear-cut. Wine exports from France to the United 
States grew rapidly because the demand for wine 
expanded in the United States. Neither political in-
terference nor government support in Europe were 
responsible for this expansion. Political pressures to 
check that growth, however, have been exerted by 
well-identilied pressure groups pursuing clear and 
straightforward objectives, and pressure has been 
brought to bear on the U.S. Congress and the ad-
ministration through the International Trade Com-
mission. In addition, the U.S. government has clear-
ly threatened trade retaliations on wines and spirits 
in order to pressure the European Community into 
granting trade concessions following the enlarge-
ment of the Community to include Spain and Por-
tugal. 

Exports of French wines and spirits are highly 
symbolic on both sides of the Atlantic. In the United 
States, wine consumption has grown mainly as a 
result of a trend set by expansion of a young alfluent 
class called "yuppies." Being a wine connoisseur 
has 'ecome a sign of cosmopolitan awareness and 
refinement, a proof that one really knows the "good 

things" in life. From their perspective, the best 
French wines and cognacs are highly valued. In 
France, wine making and knowing how to appre
ciate good wines are essential features of the na
tional culture. The phenomenal grovh in exports of 
high-quality wines to the United States, northern 
European countries, and Japan is viewed as a wide
spread recognition outside of France of a critical 
element of the French quality of life. 

Thus, a study of the pressures on French wine 
exports can lead to a better understanding of the 
process of international interaction involved in trade 
disputes and negotiations. First, the long-term eco
nomic trends behind the growth of French exports to 
the United States are reviewed to provide a back
ground for interpreting three instances of political 
pressure exerted on this trade flow in recent years: 
(1) the Wine Equity Act, (2) a suit filed with the U.S. 
International Trade Commission, and (3) threats of 
U.S. retaliation that followed the Iberian enlargement 
of the European Community. 

GROWTH OF U.S. IMPORTS 
FROM FRANCE: ECONOMIC 
DETERMINANTS 

For France, the economic stakes involved in its 
exports of wines and spirits are high indeed. The 
trade surplus in this sector has been around 20 
billion francs (Fr) in recent years. This may be com
pared with trade surpluses o, iess than Fr 30 billion 
for the whole agri-food sector and of Fr 28 billion 
and Fr 40 billion respectively for the aircraft and 
armament industries in 1986. The United States is a 
major outlet for these exports (about Fr 5.0 billion 
total: Fr 3.3 billion for wines and Fr 1.7 billion for 
spirits). In addition, the volume ol wine and spirit 
exports multiplied more than threefold between 
1975 and 1985. During this period U.S. domestic 
supply could not keep up with the rapid growth of 
demand, and the high value of the dollar in the 
1980s made imports economically attractive. 

27 



Growth In U.S. Domestic Consumption 

The evolution of total U.S. wine consumption 
between 1960 and 1985 is given in Figure 3. In 20 
years total consumption almost trebled-a rate of 
growth close to 6 percent per year. But in 1982, this 
rate of giowth slowtud do.'; to 2 percwit. Tc6ai consumption even declined in 1985, after having
reached a rnaximum of 19.8 million hectoliters in 
1984. In the rleantime a new product appeared on 
lhe market: the wine cooler, a mixture of fruit juice,
Ionic water, and while or red wine. Invented in 1981 
by a small Californian winery, wine coolers soon 
experienced explosive growth in sales. With 5.4 nil-
lion hectoliters consurn2d in 1986, coolers represent
22.3 percent of the total wine market (including
coolers). In a Mediterranean culture, such a mixture 
would not (qiialifyas wine. Figure 3 suggests, how-
ever, that wine coolers substituted for wine in an 
expandig U.S. market, since total sales of the two 
types of products continued to increase on the 
same trend as did wine consumption before the 
appearance of lbh coolers. 

Wiith 19 million hectoliters, HJ.S. total wine con-
sritN ion ranked .th in I hr' \ orld in IQAA ynt nn,
capita consumnption remained at a relatively low lev-
el (8.9 liters pe; capila), placing the United Slates in 
22nd position. By contrast, per capila consumption
in Italy, Porlugal, and France was about 84 liters per
capila, and in Germany it was about 27 liters per 
capila. 

The evoluLtion of wine consumption by type of 
wine in the United States also reveals a profound
transformation in consumption habits and presum
ably in tasle preferences (Figure 4). Dessert wines
represented an important share of the market (about
50 percent) in the 1960s, but their relative impor-
lance fell to 5.4 percent in 1986. The major share of
the market has been captured by still wines (which
today represent about 75 percent of wine consump
tion, coolers excluded). Sparkling wines and cham
pagne have seen their importance expand in a growing market. They now represent about 8 percent of
the market. Vermouths have never been very impor-
tant; their share of consumption is now about 1 

percent. The rapid growth of still wine consumption

could be interpreted as reflecting the emergence of 

more mature consumplion habits in a country where 

wine consumption is not a tradition. But 
 such an
interpretation may be exaggerated. As already indi-
cated, wine coolers have become substitutes for still 
wines. Also, among the still wines, the importance of 
the whites grew from 25 percent of consumption in 
1971 to 64 percent in 1985. These developments do 
not reflect a dornlinalion of the market by connois-
seurs. Yet this dynamism in demand probably re-
flects significant new consumption habits, leading to 
a high income elasticity of demand. Since, as dis-

Figure 3-Evolution of total wine con
sumption in the United States 
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cussed in more detail below, French wines continue 
to be highly valued in this market. French exporters
hoped that the scope for growth in this expanding
market, was great indeed. This explains why the 
stakes involved in the trade disputes affecting
French wine exports were viewed as very high. The 
same is true for spirits.

Total U.S. consumption of spirits grew rapidly
until 1975, reached a maximum of 17.3 million hec
toliters in 1981, and declined afterwards to 15.2 
million hectoliters in 1986. But this general picture is 
the result of different evolutions of specific types of 
spirits. Whiskeys are the major component of total 
spirit consumption. Their consumption declined 
from 9.3 million hectoliters in 1970 to 7.8 million in
1980 and to 6.9 million in 1984, whereas total con
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sumption of "white" alcoholic drinks (gin, vodka, 
rum, and tequila) increased from 3.9 to 6.8 million 
hectoliters between 1970 and 1981, remaining 
stable afterwards. Brandy consumption (including
cognacs) grew from 0.57 to 0.83 million hectoliters, 
and total "specialties," which include brandy, cor
dials, liqueurs, and mixed cocktails, grew from 1.5 
to 2.8 million hectoliters between 1970 and 1984. 
This is another illustration of changing consumption 
habits. For French exports, the important feature of 
this evolution is that French products are mainly 
brandies and liqueurs, the two categories of spirits 
with a growth market. 

Sources of Supply 

The main supply of wines on the U.S. domestic 
market comes from California production, which has 
provided at least two-thirds of total consumption 
since 1970, the exact share of California declining 
slightly from 73 percent in 1970 to 66.1 percent in 
1985 and rebounding to 69 percent in 1986. 

In California, many grape growers have the 
choice of allocating their harvest among three main 
uses: table grapes, dry raisins, and wine. In 1986, 
the distribution among these three out ets was 12.4 
percent, 42.7 percent, and 44.9 percent respective-
ly. In recent years the area harvested has grown
rapidly, leaving large carryover stocks of vine and 
raisins from one harvesting period to the noxt. 

Supplies of wine from other Am.mrcan states 
have increased in volume, but th,sr market share 
has remained slightly below 10 percent in the 1980s,
with the exception of 1985 when it reached 13.6 

percent. 
As a result, imports into the United States have 

continued to play a significant role. They grew from 
11.3 percent of the market in 1970 to 21.4 percent in 
1980 and 25.3 percent in 1984 but lost ground in 
1985 (20.2 percent), recovering only partially in 
1986. Thus growth in imports, which had been rapid
until 1984, has been checked by the growth of such 
substitutes as domestic U.S. wines and wine 
coolers. Most ol the imports came from the Euro-
pean Community (97 percent in 1986). Involume the 
largest share is contributed by Italy (52 percent of 
still wines in 1984), followed by France. In value 
terms, the ranking is reversed: France gets 43 per-
cent of U.S. spending and Italy 34 percent. France 
sells higher-priced wines than Italy, benefiting from 
the positive image of French wines, even if French 
sales cover a much broader range of qualities than 
the prestigious Bordeaux and Burgundies. For spar-
kling wines and champagnes, imports provided 34.5 
percent of the market in 1985 and 31.6 percent in 
1936 (170,000 hectoliters). In volume terms, Italy is 
the largest supplier, but France ranks first in value 
terms, as 'or still wines. The value of French imports 

Figure 4-Eiolution of wine consump
tion by type of wine in the 
United States 
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was US$171.3 million in 1986: this corresponded to 
a growth of 10 percent over 1985, at a time when 
total imports declined. Over the last few years, Italy
has been losing market shares to thp benefit of 
France and Spain, a relatively rerciit newcomer on 
the market but progressing quickly. 

For spirits, imports have increased their market 
share from 25 percent to 32.5 percent between 1970 
and 1984, but they declined to 25.6 percent in 1986. 
Imports of brandies from France are important (31 
percent of U.S. consumption in 1984). Sales of 
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French cognac trebled between 1975 and 1985,
when they reached 15.5 million liters, but all importsof French brandies declined in 1984 and 1985. Im-
ports of French liqueurs increased at a rate of more 
than 5 percent per year in the early 1980s, but they
declined by 3 percent in 1986. 

As for the impact of the rising value of the dollar 
on French imports in the early 1980s, Blandford and 
White (1987) estimate that between 1980 and 1984,
77 percent of the increase in French wine imports
info the United States could be attributed to the 
effect of variations in tile exchange rate. But these 
imports were also hit when the general outlook on 
the wine market changed in 1985 and 1986, that is, 
even before fhe dollar began to decline. 

[landlord and While also show that the U.S.
dcrnand for two types o! wines showed little sen-
silivity to prices: the least sophisticated at tihe 
cheapest end of the spectrumr (Lanbrusco style)
and the most expensive, such as the Bordeaux and 
the Bturgundies. For the latter category, the compeli-
liveness of French wines on the U.S. market seems 
to be robust. 

U.S. POLITICAL PRESSURES ON
FRENCH IMPORTS AND THEIR 
CONSEQUENCES 


As indicated earlier, pressure groups, particular-
ly California grape growers, hurt by wine imports
from France and Italy, have exerted political pres-
sure on both the U.S. Congress and the administra-
lion. These pressures led to the Wine Equity Act and 
to suits being filed in the International Trade Con-
mission, 

In 1983, the California grape and wine sector was 
experiencing difficult limes. The growth in wine de-
mand had begun to slow down. As a resull, car-
ryover stocks increased at a lime when interest rates 

were high. A larger share of ile giape harvest was
then diverted to the fresh grape and raisin markets,
glulting them. At the same time, because of the high
value of the dollar, imports increased 15 percent in
1983, while exports declined by 13.5 percent. Wine
prices on the domestic market were also depressed
by a price war between two major producers: Gallo 
and Taylor. BuL the European Community was seen 
as the main culprit: it was accused of subsidizing its 
exports, of taxing imports, and of blocking U.S. in-
ports through regulations banning common U.S.
wine-making practices. In spite of mutual conces-
sions agreed to in July 1983, economic pressure on 
California growers continued to build, and this led to 
two actions: a legislative proposal in Congress and 
a dumping and counlervailing-dUly suit filed in the 
International Trade Commission, 

Sequence of Events 

The Wine Equity Act. A proposal was introduced
in the Ways and Means Committee of the House of
Representatives by Tony Coelho (Democratic con
gressman from California) in August 1983 and in the
Senate Finance Committee by Pete Wilson (Repub
lican senator from California) in November 1983. 
The bill was supported by the Wine Institute, 2 pres
sure group witl headquarters inSan Francisco. It
would have required tle administration 1o take pro
tectionist measures against countries restricting the 
entry of U.S. wines and registering a wine trade 
surplus with the United States. 

Congressman Coelho actively lobbied his col
leagues, presenting the bill as a measure to pro
mote freer trade because it would boost U.S. ex
ports of wines and spirits. Many legislators agreed
to cosponsor the bill, but it immediately faced strong
opposition from the administration and various pres
sure groups fearing the direct or indirect effects of
the bill ifit were enacted. The U.S. trade repre
sentative, William Brock, emphasized that, although 
the promolion of U.S. exports was a valid objective,
the bill contained protectionist measures that would 
be dangerous. In particular, it introduced a newconcept of a secloral balance of trade, which is in 
complete contradiction to the benefits to be derived 
from aspecialization resulting from the play of com
parative advan:ge . hiiadditiuii, replacing government-to-government negotiations with automatic,
unilateral retaliations would run a high risk of es
calating trade barriers. 

European interests, such as the French F6d6r
alion des Exportateurs de Vins et Spirilueux (wine
and spirits exporters), expressed their opposition to 
the bill through their national governments and the
 
Commission of the European Community, using

diplomatic channels. They pointed out that the con
cept of a sectoral balance of trade and the automat
ic retaliations based on it were not recognized at all
 
in the GATT.
 

Several U.S. interest groups also opposed the
 
bill. These included not only the National Associa
lion of Beverage Importers, but also several other
organizations fearing that the bill could lead to Euro
pean retaliations on products of direct concern to 
them. At a time when a tax on the consumption of
oils and fats olher than butler was being discussed 
in Europe (indeed, it had been formally proposed by
the Commission) the U.S. soybean industry feared 
that U.S. protectionist actions by the United States 
would lead to more European protection.

This powerful opposition caused the first pro
posal of a Wine Equity Act to be abandoned in
February 1984. But this was only a temporary defeat 
for its supporters. In the spring of 1984 a new ver
sion was elaborated by the Wine Institute, acoalition 
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of grape growers' organizations calling itself the 
Grape Growers Alliance for Fair Trade (GGAFFT),
and the American Soybean Association (ASA). For 
the latter organization, the objective was to avoid the 
most objectionable features of the previous bill with-
out antagonizing powerful, potential agricultural al-
lies. In addition, the ASA was disappointed that the 
European wine and spirit exporters did not oppose 
the proposed EC tax on the consumption of oils and 
fats other than butter with more enthusiasm. 

Opposition to th,- bill continued. The administra-
tion and European interests pointed out that access 
of U.S. wines to the European market had just been 
impjioved (a tax related to the "reference price" had 
been dismantled and U.S. wine-making practices 
had been accepted). Large corporations, such as 
Seagram and Almaden, opposed the bill because 
they import large quantities of wines and spirits into 
the United States. U.S. cereal interests (including
the National Wheat Growers Association and Car-
gill) also opposed it because they feared retaliation. 

Nevertheless, the new version of the Wine Equity
Act was adopted as part of an omnibus trade bill 
and enacted by President Ronald Reagan on Oc-
tober 30, 1984. An important feature of this new 
legislation is that it changes the definition of the wine 
industry. Fresh grapes are considered a "like prod-
uct" in the wine sector. Thus grape growers can 
legally claim that their interests may be unduly hurt 
by another country's wine policy measures. The leg-
islation, however, is only valid for two years. As 
discussed more fully below, these two features have 
had offsetting influences so far, the latter blunting 
the potentially aggressive consequences that could 
have resulted from the former, 

Anti-Dumping and Countervailing Duty Suits in 
the International Trade Commission (ITC). The IIC 
is an autonomous organization within the federal 
government. Acting on a suit filed by a domestic 
industry, the ITC must investigate and decide wheth-
er or not measures taken by foreign governments
that impede international trade inflict damage on a 
U.S. industry. If the ITC answers positively, the De-
partment of Commerce must undertake an inves-
ligation to appraise the amount of subsidy or dump-
ing involved. Then the ITC makes a more detailed 
"final investigation." If the existence of unfair trade 
practices by other countries is confirmed, the presi-
dent may intervene in order to protect national pro-
ducion. He is, in particular, authorized to increase 
border taxes on products corning from the countries 
being investigated. 

The first suit was filed on January 27, 1984, by
GGAFFT, accusing ordinary French and Italian 
wines of benefiting from subsidies and dumping. 
According to the procedure against dumping and 
for countervailing duties (sections 703 and 733a of 
the 1930 Tariff Act), the suit first defined the "like 

products," in this instance ordinary table wines. Two 
questions related to definitions immediately arose: 
Should grape growers be included in the domestic 
industry under investigation? What place should be 
given in that industry to firms such as Seagram that 
produce but also import wine ?On the first question, 
the ITC decided to exclude grape growers for three 
reasons: the lack of a close economic integration 
between growers and wine makers, the existence of 
two other uses for grapes besides wine, and the 
absence of a close relationship between grape and 
wine prices. On the second issue, Seagram was 
included in the industry because of the importance 
of its domestic production compared with the lim
ited anounts it was importing. 

ITC investigators collected data on tariffs, 
volumes, profit margins, and subsidies from many 
sources. They sent questionnaires to U.S. pro
ducers and importers, and to European exporters
and public authorities (the Italian and French gov
ernments and tie European Commission). A hear
ing was held in Washington on February 27, 1984. 
On the basis of this information, the situations of the 
various interests at stake were analyzed. Itwas ob
served that the prices of European wines on the U.S. 
market were higher than those of corresponding 
U.S. products. Prices had declined between 1981 
and 1983 mainly because of a price war among 
leading U.S. firms. Moreover, ITC investigators re
marked that they had difficulty comparing prices 
because many U.S. firms did not provide the nuces
sary information. They did not willingly cooperate 
with an investigation that they had not requested, 
the main plaintilfs initiatinq the case having beer, the 
grape growers. In March 1984, the ITC stated that 
the accusations against French and Italian wine ex
ports were not sufficiently established to pursue the 
case. 

But the adoption of the Wine Equity Act in the fall 
of 1984 provided GGAFFT with another opportunity 
to file a complaint with ITC. This was done on Sep
tember 10, 1985. A new preliminary investigation 
was undertaken, following the same procedure
against dumping and for countervailing duties as 
before. This time the domestic industry included the 
wineries and the grape growers. Imports from Ger
many were also taken into account and the exist
ence of damage resulting from the cumulative effect 
of imports from the three countries was investigated. 

To support its case, GGAFFT used the results of 
an econometric model indicating that wine imports 
were the main factor explaining the slump indomes
tic sales. But this model was viewed by ITC experts 
as too tentative and biased. Again prices could not 
be fully compared because several major U.S. firms 
failed to cooperate. In spite of the existence of sub
sidies that indirectly helped European exports and 
wine surpluses in France and Italy, the ITC again 
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concluded in October 1985 that imports of French,
German, and Italian wines did not constitute "unfair 
competition" inflicting damages on the U.S. domes-
tic industry, 

The Actors and Their Behavior: The United 
States 

Following Baldwin (1987), the main actors in-
volved on the public side in U.S. import policies are 
the president, other officers of the executive branch,
Congress, and the ITC. In addition, private interest 
groups put pressure on public officials to secure 
protection. This is ILilly consistent with the general
approach presented in the first chapter of this re-
port, and an analogous analysis can be proposed
for the European side, as will be seen later. 

Public Officials. President Reagan did not direct-
ly play a major role in the debates under study here,
but his general attitude in favor of freer trade in-
fluenced the behavior of the various actors from the 
executive branch who were involved in the debates. 
Given this background, his signing of the Wine Equi-
ty Act may appear surprising. As a matter of fact, this 
illustrales once again that policy decisions are the 
result of conflicting pressures. Presidcnt Reagan 
was opposed to the protectionist measures of the 
Wine Equity Act, but the act was presented to him as 
part of an omnibus trade bill that included, among
other things, a generalized free-trade agreement
with Israel and General System of Preferences 
(GSP) measures in favor of developing countries,
Vetoing the bill would have blocked these elements, 

[he main actor from the executive branch in the 
debates under study was the U.S. trade represent-
alive, William Brock, who forcefully opposed the 
Wine Equity Act when it was discussed in Congress,
denouncing it as dangerous because it could lead 
to an escalation of protectionist measures in Europe
against U.S. products. 

The Department of Commerce and the Depart-

ment of Agriculture only provided expertise. The 

former must estimate the amount of damage, once 

the iC preliminarily decides that such a damage

exists. The latter supported the California grape 

growers but was not listened to by the ITC. In addi-

lion, the chief of operations of the Compliance Di-

vision of [lie Bureau of Alcohol, Tobacco and Fire-

arms, Robert Maxwell, provided expertise in the 

preparation of the Wine Equity Act because of the 
intimate knowledge of wine imports accumulated by
his bureau, which is the regulating agency for these 
imports at the federal level. His advice reputedly
played a moderating influence on the language of 
the act. 

The International Trade Commission (ITC) was 
created by Congress in 1916. Its task is to provide
impartial iniformnation to the president and to Cop-

gress for conducting U.S. international trade pol
icies. The six members of the ITC are appointed for 
a nonrenewable nine-year term by the preslent,
and they must be confirmed by Congress. At the 
maximum, three of the six members may belong tothe same political part . These procedures regad
ing membership ensure the ITC a great degree of 
independence. According to Baldwin (1987), therecord shows iha! ITC decisions are essentially
based on economic considerations, determining
whether or not a domestic industry really needs to 
be protected against unfair competition. The case 
under study heie supports this general appraisal. In 
spite of real political pre-strre for protection of Cal
ifornia grape growers, the iTC upheld the general
stance of the U.S. government in favor of free trade. 

The U.S. Congress has a powerful influence on
U.S. international trade policies. Since the 1930 Tar
ill Act, the president has been granted tariff-cutting
authorily for limited periods oflimewhen negotiating
mandates specifically legislated. Trade agreements,
negotiated by the president with trading partners, 
must ultimately be ratified by Congress.

Given the geographic oase on which represent
atives and senators are elected, it is not surprising
that protectionist pressures are particularly visible in 
Congress. If an industry is in trouble, the congress
men elected from districts or states where that in
dustry is important will be subjected to strong pres
sures to do something about it, and they will be 
expected to use all their political clout in Congress 
to secure a result. This is exactly what happened to 
the Wine Equity Act. California legislators felt they
had to be aciively involved. Congressman Coelho 
played a leading role in the drive to ensure passage
of the act. As chairman of the Finance Committee of 
the Democratic party (that is, as a significant source 
of funds for financing electoral campaigns), he 
clearly had some influence over his colleagues.

In addition, the California lobbyists were astute 
enough to conduct their drive as a bipartisan initia
live. This broadened their political base because
 
neither of the parties wanted the other party to hold
 
a monopoly on the grape growers' interests.
 

PrivateInterest Groups. The main actors involved
 
in the case under study were, of course, wine and
 
grape-grower organizations. In the United States 
these organizations are numerous and diversified. 
Only the behavior of the most active ones in the 
debate will be reviev,.od here before briefly discuss
ing the role of other organizations. 

The Wine Institute is an organization that defends 
the interests of the California wine producers. In 
addition to providing various technical services, the 
Institute is heavily involved in political lobbying at 
both the slate and the federal levels. Its influence is 
linked to the economic importance of grapes and 
wines in a state where total agricultural production, 
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particularly at fruits and vegetables, is extremely 
high. It also benefits from the econornic and elec-
toral weight wielded by California as one of the 
largest states in the Union. 

Like most single-commodity organizations, the 
Wine Institute must always seek coalitions and 
therefore accept compromises with other organiza-
!ions. This was the case in the debate about the 
Wine Equity Act. To secure passage, an alliance was 
formed with the American Soybean Association, 
which meant that it was necessary to accept a 
watered-down revision of ;he first version ol the bill. 
The influence of the Wine Institute is also limited by 
its own internal dilficulties. As indicated above, sev-
eral large producers are inactive and sometimes 
uncooperative members of the organization. In Ol
son's (1965) terminology, the Wine Institute lacks a
"privileged group" of leading firms actively negoti
ating with public officials. Yet the Institute is active 
and influential: in that sense, it has reached beyond 
the "latent" stage in the development of a group. 

The Grape Growers Alliance for Fair Trade 
(GGAFFT) was creaied specifically lo oppose wine 
imports from Europe. This alliance was made up of 
a few wineries and several local associations of 
grape growers, some of which sold their grapes 
exclusively for raisin production. The presence of 
wineries within the alliance was necessary to estab-
lish the acceptability of the suit with the ITC and to 
support the claim that grapes and wines should be 
treated as "like products." After the failure of their 
efforts before the ITC, the alliance disappeared. It 
lacked the necessary internal cohesion to survive. 
But this is a common phenomenon on the U.S. 
political scene. Alliances, which have limited resour-
ces of their own, are formed for a specific purpose. 
Each member organization fully understands that it, 
and not the alliance, will survive and continue fight-
ing for its own objectives in the future. Thus the 
GGAFFT was a significant but temporary policy 
actor. 

The National Association of Beverage Importers 
(NABI) is composed of importers into the United 
States of wine, beer, and spirits. Created after pro-
hibition was abolished, NABI has more than 200 
members, importing more than 90 percent of total 
beverage imports. Besides providing technical and 
information services to its members, NABI is politi-
cally active. Because its headquarters are in Wash-
ington, contacts with European embassies, with leg- 
islators, and with regulating agencies are easy. But 
the interests of its members are so diffuse that NABI 
has little political leverage. The great diversity of 
interests and economic size among its members 
makes it difficult for NABI to formulate a common 
and forceful position. In the debates under study, 
NABI took a position against the Wine Equity Act and 
against the suit filed in the ITC. It is doubtful, how-

ever, whether this position had much effect on the 
final outcome. 

The American Soybean Association (ASA), which 
is made up of soybean producers as well as of 
soybean processing firms, is a powerful lobby de
fending the interests of the entire U.S soybean sec
tor. It is critically interested in maintaining an export 
market for U.S. soybeans and processed soybean 
products, particularly in Europe. This explains the 
P.SA's involvement in the Wine Equity Act debate. It 
first opposed a protectionist version of the act and 
then was active in forging a compromise with the 
Wine Institute that led to the more moderate version 
that was finally incorporated in the Omnibus Trade 
Bill. 

The Actors and Their Behavior: Europe 

European officials at both the EC and national 
levels were involved in the debates raised by the 
Wine Equity Act and the ITC investigation. But since 
both debates took place on the domestic U.S. 
scene, it is not surprising that only a limited number 
of European actors were involved and some of them 
only marginally. 

International trade matters belong to the domain 
of EC affairs. In international negotiations, the Com
mission acts as a spokesman for the European 
Community on the basis of a specific mandate from 
the Council of Ministers. In that sense, it is similar to 
the U.S. situation, where the administration nego
iates on the basis of a mandate from Congress The 

U.S. Wine Equity Act and the ITC investigations, 
however, did not require European reactions of a 
magnitude that would have had to be handled by the 
Council of Ministers. Thus the issue was monitored 
by the Commission, through its delegation in 
,Nashington. At the national level, officials from the 
French, Italian and, later, German governments 
were involved. 

The agricultural attach6s of the Commission del
egation in Washington closely monitored develop
ments on the U.S. political scene. They were also 
instrumental in helping European producers present 
their case to the ITC. In particular, they helped Italian 
producers secure the assistance of a consultant to 
argue their case. Of course, they also reported to 
their superiors in Washington and in Brussels. There 
is little doubt that Commission officials let it be 
known to their U.S. counterparts, through various 
official and unofficial channels, that passage of the 
Wine Equity Act or a ruling of the ITC vindicating the 
California complaint could be very damaging to an 
already complicated agricultural trade confrontation 
between the United States and the European Corn
munity. 

French representatives decided to complement 
the action of the Commission through an indepen

33 



dent initiative. The F6d6ration des Exporlateurs de 
Vins et Spiritueux (FEVS: Federation of Wine and 
Spirit Exporters), which is made up of most of the
private French firms exporting wines or spirits, hired 
the services of a lawyer, who worked in close con-
tact wilh the French agriculJral atlach6 in Wash-
ington, to present the FEVS case to the ITC. In 
addition the BJreau National de lInterprolession do
Cognac (I3NIC) followed the siltuation closely. Co-
gnac being a geographisIly concentrated pro-
duction, the BNIC can easiiy mobilize the support Of
local politicians. Thus it has signilicant political
clout. In this instance, it did not prove necessary to 
use thal cloutl, since imports of spirits into the United 
Stales were not really threatened, 

Conclusions 

The policy debale engendered by efforts tocheck imports of wine from Europe was mainly re-
stricted to the Uniled States. In that sense, it did not
fully involve a political regulation process made up
of riegciations anong sovereign governments. Yet 
[European interests were clearly at s!ake and they
organized themselves so as to weigh on the final
decision. 

The general scenario described in the first chap-
ter of tIis report has been followed so far. Policy
decisions continue to resull in conflicting pressures
fegulated by a political process, be it within [the U.S. 
Congress or throtLgh a specific institution, such as 
the I fC. It remains to he seen whether the same 
approach is whenhtnithif the political process in-
volved is mna(d Hp of intergovernmental negotia-
lions, as when the U.S. government rirealened rim-
ports of wines and spirils rom France following theIberian enlargement of the Community. 

THREATS OF TRADE RETALIATION
BY THE U.S. GOVERNMENT 

On January 1, 1986, Spain and Portugal became 

members of the European Community. A 10-year

transition period had been negoliated as part of the 

adhesion treaty joining the two countries to the Euro-

pean Community. This meant that the rules of the 
CAP would gradually become applicable in the Iwocountries. Similarly, thcse two new member coun-
tries would implement the common external larilt. Inparticular, this meanl that the principle of EC pref-
erence would, in due time, favor the exports of cere-
als from the older member countries of the Euro-
pean Community to Spain and Portugal, displacing
the exising import flows from the United States. For 
the transition period, a guaranteed access to the 

Spanish market was granted to other EC countries 
for a specific quantity of cereals. A quantitative re
striction was also placed on imports of soybeans
from third countries into Portugal for the duration of 
the transition period. For soybeans and other cereal 
substitutes, border measures for the European
Community had long been bound by GATT. But 
Spain and Portugal had a high level of protection on
these products before entry. Thus it would have
been feasible, under GATT rules, to unbind border 
measures on these products for the European Com
munity when it expanded to 12 countries. The new 
common external tariff for soybeans was not speci
tied in the adhesion treaty. Presumably, this was to 
be negotiated in GATT with trading partners, includ
ing the United States, following the Article 24.6 pro-
cedL,re This article applies to new or enlarged common markets. It specifies that compensations to 
third parties for trade diversions must be negotiated
with them 

Jhe United States vigorously opposed these dis
positions, perceiving that its grain exports to Spain
and Portugal were threatened and tearing a rise in
total European protection of soybeans, other oil
seeds, protein-rich crops, and other cereal substi
tles in livestock leeds. 

Even betore negotiations started in GAIT the 
European Community slated that potential U.S. 
trade losses in agricull re would be more than offset 
by gains in industrial products, because the new 
average level of protection for the Community would 
be much lower than it had been for Spain and Por
tugal before entry. Of course, assessing the impact
of a change in tarilts is always fraught with diflicul
ties. U.S. spokesmen pointed out that even if Span
ish and Portuguese industries were eventually less 
protected, the main beneficiaries might be otherEuropean industries who would enjoy a ifrther de
cline in barriers to their exports. U.S. officials were
 
asking tor compensations within the agricultural
 
sector. Given the reluctance of the Europeans to

oblige, the U.S. government threatened to retaliate
against European exports of various products, in
cluding wines and spirits. The list of the productsconcerned was carefully drawn up. It put pressure 
on all EC member COLntries, but in varying degrees,
sornewhat in proportion to each country's unwilling
ness to compromise. 

The Sequence of Negotiations 

Discussions began early in 1986. The U.S. ad
ministration, under pressure from the American Soy
bean Association and the U.S. Corn Growers Asso
ciation, threatened to retaliate by imposing quotas 
on imports of European while wines, confection
eries, fruit juices, and beers. The United States also 
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threatened to impose a 200 percent tariff on the 
import of such spirits as whiskeys and cognacs. The 
European Community responded with a list of 
counterthreats. Eager to avoid these dire conse-
quences, the two parties concluded a provisional 
agreement on May 19, 1986, guaranteeing U.S. corn 
growers a minimum volume of exports to Spain in 
that year. 

This provisional agreement led to a violent con-
troversy in Europe, particularly in France. The 
French corn growers were offended that the new 
French minister of agriculture, Fran~ois Guillaume, 
had not opposed the agreement, even though he 
had just been appointed as part of President 
Chirac's government and had been until then the 
president of FNSEA, the main farmers' organization. 
This led to an open conflict between the French 
maize-growers' association (AGPM) and Guillaurne. 

Al the same time the BNIC launched a discreet 
but active lobbying campaign to defend its morn-
bcrs' interests. To avoid the 200 percent tariff on 
cognac imports into the United States, BNIC recom-
mended that U.S. demands on cereals be accepted. 

The provisional agreemenl was to expire on De-
cember 31,1986. A protracted series of discussions 
and disputes, the details of which do not really need 
to be reported here, extended over the whole 
second semester of 1986, and it took one extra 
month of negotiation to reach a final agreement on 
January 29, 1987. This agreement, valid for four 
years (January 1987-December 1990) included a 
preferential access to the Spanish market for 2 mil-
lion tons of maize (corn) and 300,000 tons of sor-
ghum every year. Imports into Spain of corn gluten 
feed, citrus pellets, and a few other cereal sub-
stitules would be deducted from these amounts. In 
addition, custom duties collected by the European 
Community on imports from the United States of 
several agricultural and industrial products (dried 
onions, avocados, nuts, bourbon, and whiskey, for 
example) would be lowered, 

This did not settle the basic issue regarding what 
constitutes proper compensation under GATT Ar-
ticle 24.6. The outcome was the result of a com-
promise reflecting a power relationship, which many 
in Europe resented. Yet French wine and spirit ex-
ports escaped the threat of retaliation, and the FEVS 
expressed a sense of relief. 

Lessons for the Analytical Approach 

The U.S. government's threats on wine and spirit 
imports from France can indeed be analyzed in the 
framework of the approach presented in this report. 
Clear conflicts of economic interests were at stake, 
and organizations defending specific private inter-

ests were active on the political scene, influencing 
the behavior of government agencies and the final 
outcome. 

The conflicts of interest wore numerous and 
pitched producers on each side of the Atlantic 
against each other. The interests of grain, as well as 
wine and spirit producers, and those of the other 
products potentially affected were at stake. 

In this instance, the objectives of the organiza
lions that became policy actors were straightfor
ward. They all fried to influence government agen
cies in order to promote their interests. Perhaps it is 
worth noting that all these organizations were react
ing to perceived threats. There is no evidence, for 
instance, that U.S. wine and spirit producers put 
pressure on their government to threaten trade re
taliations in order to promote their own interests. Of 
course, an outside observer can never be sure that 
no such pressure was exerted, but even so, the 
contrast with the active and public behavior of Cal
ifornia organizations, as discussed above, in the ITC 
or in favor of the Wine Equi!y Act is striking. The 
government agencies and agents identified as ac
live in this case were U.S. Trade Representative 
Clayton Yeutter; the EC Commission, particularly 
Willy de Clercq, the commissioner in charge of ex
ternal affairs; the Council of Ministers; and especial
ly regarding the threats to French exports, Frangois 
Guillaume. 

The political process involved in this instance 
deserves special attention. It is made up of negolia
lions among governments, the EC Commission ne
gotiating for the European Community as a whole. 
The fact that the dispute developed and was settled 
outside of GATT procedures illustrates the role of 
power relationships in the final outcome, which is a 
specific characteristic of a political process. But this 
does not mean that GATT rules and procedures 
were totally irrelevant. On the contrary, the existence 
of Article 24.6 and the divergence of views about its 
interpretation was a constant point of reference for 
both parties. Perhaps this illustrates that institutions 
and judicial rules constrain the behavior of govern
ments only inasmuch as governments find the politi
cal cost of transgressing these constraints prohibi
live, There is a close analogy with the influence of 
economic constraints on policies, as discussed ear
lier.
 

In this case no specific economic constraint 
seems to have had a significant influence, but long
term economic forces played an important role. As 
always, they shaped the economic interests at stake 
during the debate. In this case perhaps more than in 
other instances, expectations about future econom
ic developments following the inclusion of Spain and 
Portugal in the Community had a strong impact on 
the behavior of policy actors. 
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Conclusions 
Europe's CAP is under great pressure indeed. It

has thus far failed to achieve its main objective-
supporting farm income-and its budget cost
climbs higher and higher, having now reached a
level where it is a political constraint. At a European
Council meeting in Brussels in February 1988, the
heads of states or governments decided on a pro-
cedure to effectively limil the level of spending re-
lated to EC intervention on agricultural markets. It
remains to be seen, of course, whether the corre-
sponding decisions will really be implemented and 
whether growth of spending on agricultural com-
modities will actually cease and EC financial re-
sources increase. It is clear, however, that budget 
pressure on the CAP will not be reduced. One politi-
cal condition for the creation of new EC financial 
resources was the creation of a convincing set of 
measures to enforce real budget discipline on the
CAP. Moreover, other demands on the EC budget
will grow because there is now a wide consensus 
that new CAP policies should be launched 
developed. 

or 

If measures to check farm budget spending do 
not prove effective, it is likely that new, more strin-
gent measures will be adopted. A similar scenario

took place for milk quotas. It was not obvious when 

they were adopted in March 1984 that milk quotas

could be effectively implemented. But the budget 

pressure that led to the adoption of milk quotas

forced policymakers to take stricter 
measures in 
subsequent years (such as effective payment of
penalties and global reduction of total milk quotas)
in order to ensure that milk production would stop
growing. The record shows that these successive 
measures have been effective, at least so far; the
growth of milk production in Europe has been checked,

On the other hand, the decision made at the 
same Brussels summit meeting of February 1988 to
introduce national land set-aside programs with par-
tial EC financing will probably not lead to important
declines in the production of cereals and oilseeds. 
Exactly what the national measures will be is uncer-

lain. Limits on projected spending are such that the 
area involved v ,I1be relatively small, and it will not 
offset the ;- -'Jasing trend in yields. Besides, the
political economy context of this measure is com
pletely different from that which led to milk quotas.
Milk quotas were proposed by the Commission in
July 1983, and they were constantly at the core of
the policy package under debate until the decision 
to introduce the quotas was taken in March 1984.
Set-aside measures were not originally proposed by
the Commission. They were imposed by a coalition 
of several member countries as political compensa
tion to farmers in a policy package whose core
included the decision to strictly enforce budget dis
cipline on farm spending. 

The second most important pressure on the CAP 
comes from outside the European Community. It is 
exerted by trading partners seeking the abolition of
unfair EC trading practices, such as export sub
sidies. More generally, in the Uruguay Round of
multilateral trade negotiations (MTNs) held under
GATT auspices, several important actors, including
the United States and the Cairns Group,5 are de
manding drastic reductions or even total elimination 
of government policies that interfere with interna
tional agricultural trade. If that pressure were 
heeded, the CAP would have to be totally dis
mantled. At this stage, it is too early to determine the
 
results of these MTNs. But this time, as opposed to

previous rounds of MTNs, significant policy changes
 
may be brought about by this process. High-level
European policymakers have already agreed to joint
declarations. At an OECD ministerial meeting in May
1987 and at the Tokyo and Venice Group of Seven 
economic summits of June 1986 and June 1987,
they agreed that international agricultural trade 
should be liberalized and domestic agricultural pol
icies should be reformed in such a manner that they
do not create trade problems and conflicts. 

The analysis of the pressure exerted on the CAP
and the observation of more recent developments
permit an interpretation of the forces at play today. 

5The Cairns Group was established in Cairns, Australia, in August 1986. Its members include Argentina, Australia, Brazil, Canada,Chile, Colombia, Hungary, Indonesia, Malaysia, New Zealand, and the Philippines. The Group was created to enhance the position ofthese agricultural exporters in GATT negotiations. 
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On this basis, possibilities for the evolution of the 
CAP can also be briefly summarized: budget pres-
sures will cause the growth in EC spending related 
to interventions on agricultural markets to slow, and 
such spending will be limited by the rule on budget 
discipline agreed to at the 1988 Brussels summit. 
But this does not mean that the CAP will be dis-
mantled. On the contrary, with the creation of new 
financial resources for the Community, the Brussels 
summit guarantees the solvency of the European 
Community and the financial viability of the 
amended CAP until the end of 1992. What might 
then be the outcome of the GATT negotiations? 1he 
answer to this quLestion is uncertain. Complete dis-
mantling of the CAP seems unlikely for domestic 
political reasons. The analysis of U.S. pressures on 
French exports uf wines and spirits presented in 
Chapter 4 illustrates, however, that outside pressure 
on European interests and policymakers could be 
considerable, much greater than they have ever 
been in the past. Thus, a heightened conflict with the 
United States and other countries seems the most 
likely scenario today. 

It is hoped that this interpretation of the forces at 
play around the CAP will convince the reader that the 
approach used to explain it has been fruitful. The 
case sludies reported here as well as earlier case 
studies previously published may be viewed as tests 
of the hypotheses, and they provide the theoretical 
basis of the approach used. In some instances, the 
case studies led to a more precise specification of 
the hypotheses. At this stage two issues regarding 
the choice of a research strategy for the future arise. 
First, are more case studies warranted, or should 
other means of testing the hypotheses be used? 
Second, to what extent is the approach restricted to 
the case of developed countries, where the political 
process is relatively open? Would it be relevant, with 

appropriate modifications, for policymaking in de
veloping countries? 

More case studies are always useful. By infer
ence, they would provide insights into the policy
making process, particularly into the interaction 
among policy actors. But how much further should 
this be pursued? Case studies conducted so far 
have shown the fruitfulness of the approach and its 
relevance to understanding specific situations. In a 
sense, the research has produced a method of in
vestigation that can be used by anyone interested in 
a particular set of policies or by a specific policy
making institution. But for the purpose ol research 
alone it is not certain that many more case studies 
would be productive. It this is true, what other meth
ods could be used? Could a more systematic test of 
hypotheses be thought of? Faced with such a ques
tion, econometric techniques come immediately to 
mind. The challenge in this respect, however, is to 
design a test that would be both specific and power
ful enough to be of real interest. 

Extension of the approach used here to develop
ing countries would be of interest. I1would stress the 
question of why governments do what they do. Until 
recently, the main question addressed by policy 
analysts was "What should governments do?" As 
discussed earlier, in order to answer the latter, allen
tion to the former question is essential. It is true that 
in many developing countries the political process is 
less open and the identification of the relevant policy 
actors is difficult, probably in part because the iden
tity and the roles of the various actors are am
biguous. Yet cursory observation indicates that coni
flicts of interest are also at stake there, economic 
interests try to find ways to influence public officials, 
and the interaction among policy actors is of a politi
cal nature. Thus the main features of the general 
approach discussed so far should be relevant. 
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