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What is the Common Agricultural 
Policy?  
The Common Agricultural Policy (CAP) was introduced to provide 
economic security for the farming population across Europe. 
CAP was conceived during the post-war reconstruction of Europe 
where Europeans still feared food shortages and disruptions in 
supply.1 CAP is managed and funded from the EU budget. 
It regulates the production of food and other agricultural 
products, food safety and price levels.

How does CAP work?
Unlike other sectors or industries, special considerations are 
stipulated in CAP, largely due to the fact that farming is a labour-
intensive process, food production is essential and income 
discrepancies abound in the farming sector:

• On average, farmers’ incomes are 40% lower than 
other sectors;

• Agricultural production is much more dependent on 
climate than other sectors;

• There is a time lag between the supply of produce by 
farmers and consumer demand.2 

Therefore, CAP ensures income stability through direct payments 
to farmers in order to preserve rural communities and livelihoods. 

It also remunerates farmers for environmentally friendly 
farming. CAP regulates international trade and the marketing 
of agricultural products. Presently, there are around 11 million 
farms in the EU and 22 million people employed in the sector.3 

Is CAP a critical component of the EU 
budget? 

CAP is a core part of the EU budget and of the EU’s long term 
budget (2021-2027), the Multiannual Financial Framework 
(MFF), which is currently being negotiated.

In 2018, EU budget support for farmers amounted to €58.82 
billion. There are three components to the CAP budget: income 
support, rural development and market measures. Income support 
makes up the majority of the CAP budget at €41.74 billion, rural 
development receives €14.37 billion and market measures receive 
€2.7 billion respectively.4 Rural development refers to national 
and regional programmes to alleviate the challenges posed by 
modern farming. Market measures are in place to deal with 
difficult market situations, such as a sudden price drop, increased 
demand, oversupply for the products or natural disasters.

Although CAP retains a significant proportion of the EU budget, 
its importance has declined in recent years due to competing 
policy priorities. CAP expenditure in the EU budget has been 
reduced substantially from over 70% in 1985 to under 40% in 
2017, and is set to decrease further with the new proposals by the 
European Commission. Some Member States such as France and 
Spain have called for an end to reductions to the CAP in the EU’s 
long-term budget. Ireland has also indicated that it is prepared 
to increase its contribution to the EU budget, but only if current 
funding levels for CAP are maintained. 

Why is CAP important for Ireland?

Agriculture is still one of the most important indigenous 
sectors in Ireland, ‘with around 167,500 people employed in 
the agri-food sector, while food and drink exports are valued at 
€12.6 billion.’5 

Key Takeaways
• The Common Agricultural Policy (CAP) is the EU’s 

central support mechanism for the European farming 
industry. It aims to safeguard the livelihoods of EU 
farmers while also maintaining a stable supply of 
affordable food.

• CAP provides vital payments and subsidies to EU 
farmers.

• The agricultural industry is an essential component 
of the Irish economy and Irish farmers have benefited 
from CAP. 

• While CAP has traditionally been a core part of the EU 
budget, the proportion of the EU budget dedicated to 
CAP is in decline.

• However, agriculture features in the EU’s Strategic 
Agenda (2019 - 2024) and is at the forefront of 
discussions on the EU’s long-term budget. 
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In recent decades, the nature of farming has changed significantly, 
with an increase in intensive farming and a decrease in small farm 
holdings. Technology has also changed the traditional nature of 
the farming sector with big data and digital technologies offering 
significant potential for the industry. 

Irish farms are heavily dependent on EU subsidies, which are a 
vital source of income for approximately 130,000 Irish farmers. 
56% of the average family farm income comes from direct  
CAP payments. 

Why is CAP reform necessary?

CAP reform is necessary to address the impact of climate 
change, food waste, inefficiency and overregulation. The policy 
was reformed in 2013 in order to strengthen competitiveness, 
promote sustainable farming and innovation, and to support jobs 
and growth in rural areas. 6 

Further CAP reform will be necessary to help tackle and 
mitigate the damaging effects of climate change and sustainable 
management of natural resources. In June 2018, the European 
Commission outlined proposals for the future of CAP for the 
period after 2020, based on 9 key objectives. See figure 2.

Is CAP slipping off the EU agenda? 

Far from slipping off the EU agenda, the importance of promoting 
sustainable agriculture is referenced in the EU’s Strategic Agenda 
for 2019-24, in the context of building a climate neutral, 
green, fair and social Europe. It also remains at the forefront of 
discussions on the EU’s long term budget, the MFF. The EU 
recently signed a trade deal with the South American trading bloc 

Mercosur, covering a range of sectors including agriculture. The 
concerns generated by the deal, particularly in the beef sector, 
shows that agriculture remains an important industry and a 
sensitive topic in the EU.

On the other hand, there is a mismatch between what the farming 
sector envisages for CAP and what realistically can be offered 
in terms of funding from the EU budget. Traditional funding 
for CAP is in decline, amidst new budgetary priorities such as 
research, innovation and digital, climate and the environment, 
migration and border control and security and defence. 

Nevertheless, CAP remains a vital instrument for the protection 
of rural communities in Europe and the production of high 
quality, safe and sustainable foodstuffs. 

If you have a topic you would like us to address in this 
series please email FutureofEurope@iiea.com

Endnotes
1. Tim Lang. 2004.  European agricultural policy: Is health the missing link? 

In: London School of Economics and Political Science
2. See European Commission. The Common Agricultural Policy at a glance.
3. An Overview of the Common Agricultural Policy (CAP) in Ireland and 

potential regional and sectoral implications of future reforms. Briefing Paper 
9 of 2018.

4. Ibid.
5. Ibid.
6. European Commission. The Common Agricultural Policy at a glance.

Figure 1 Declining CAP expenditure as part of EU Budget Figure 2. European Commission priorities for the future of CAP


