
 
    

The Common Agricultural Policy 
 

Governments around the world often try to protect farmers in their own 
countries by limiting how much food can be imported, and by taxing imports. 
Farms in Europe are affected by the Common Agricultural Policy (or the CAP).  
After European nations suffered great food shortages during WWII, European 
governments established the CAP to encourage their farmers to produce more 
food. The scheme gave farmers government subsidies (or extra payments) to 
pay for the cost of the food they produced and to help them maintain a good 
standard of living. 
 
Always lowering prices 
 
By encouraging farmers to produce more goods, the CAP has had the effect in 
the past of causing some products to be overproduced. This has caused the 
market to be flooded with a particular product, which has lowered prices on the 
world market. 
 
The effect on the developing world 
 
This situation can make life particularly difficult for farmers in developing 
countries – most of whom do not receive subsidies. The price at which these 
farmers can sell their goods is subject to the changeable nature of the market. If 
the prices they get for their goods are lower than the amount it costs to produce 
the goods in the first place, it can become impossible to make a living at all. To 
make matters worse, much of the cheap European ‘surplus’ produce is shipped 
to the developing world, making it even harder for local farmers to compete 
with deflated prices. Over the last few decades, organisations such as Fairtrade 
and Oxfam have established links with farmers in the developing world, helping 
to ensure that these farmers are paid a fair price for their products.  
 
Reforms to CAP 
 
Over the last fifteen years there have been a number of important reforms to 
the CAP. Gradually, farmers in the EU are being encouraged through new CAP 
payments to follow more environmentally sustainable farming practices or to 
diversify their businesses by investing in tourism and leisure enterprises. 
 


