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The Fischler Reform of 2003-2004 - which actuatiyhis second CAP reform after Agenda 2000 in 1999 -
is a test case of the potential as well as thega®of injecting growing sustainability and comipetness
into a policy that was not sustainable and uncoitiyet

In this context, in the early part of our centuhye main dilemma facing the European Commissiontwas
respond to two sorts of pressures: domestic, faallempublic budgets and a better environment, and
international, for more open markets and the dbalibf the CAP. Franz Fischler sought a compromise
making Europe’s agriculture more competitive onamging markets, on the one hand, while reducing its
trade-distortion effects and promoting greater eeswf the highest environmental, quality and ahima
welfare standards at the same time, on the otteesudceeded beyond public expectations againstds,
and could not possibly have gone further than te di

As successor of Commissioner McSharry, and longiregrgriculture Minister and accession negotiator
Austria, and the reputation of a reformer, the Cagsianer was not starting fromabula rasa.

But he was fully aware of massive opposition t@nef by the farming world, of the strong survivastinct

of national Ministers for agriculture, and of th&epticism in Mediterranean countries as to his
understanding of, and/or support for, the Meditegem products. On the other hand, he was impressed
about the quality of the DG VI/DG Agri instrumegmpared with the one he had left behind in Vienna,
and quickly learned to appreciate and admire it.

Above all, he was convinced about the absolute ss#tyeto reform agriculture before the start of the
discussions on the New Financial Perspectives @072013. The CAP had been steadily losing support
within the Commission as well as within societydagriculture Minister had become a weak link withi
Member State Governments, whereas Finance Miniestdecome the key decision-makers and hated the
CAP, which they did not understand.

Speed was of the essence, not just because ofetiging financial perspectives, but also becausanof
external factor, the Doha Development Round, wHgrepe’s most dynamic economic sectors such as
services and manufacturing were pushing to operketmregardless of the price in terms of additional
access to the EU agricultural market, that wouspmably have to be paid by their fellow farmers.

That the CAP had become unpopular and risked buxlgetwvas related to a number of facts, such as:

a) farmers have become a tiny minority, and farm oiggions had lost dynamism and clout;

b) the widening of the EU and the proliferation ofptdicies as against growing EU-budget stringency
had increased the competition for funds within b@dmmission and Council, as well as within the
European Parliament;

c) the image of the farmer, large and small, had becitrat of a polluter, although this was not due to
the CAP directly, but to the industrialization @frizulture, which the CAP had entertained; and

d) the CAP did no more have the votes to continuestaéu Quo.



We concluded that, if we wanted to preserve the OA® needed to change it; if we wanted to succeed
changing it substantially, we needed to about guaeathe historical support levels to European éasm
avoiding a negative impact on their revenues; afidrm leaving the CAP budget unaffected (except for
enlargement) had no chance of acceptance withiCttlege unless we adopted a new approach, and took
it by surprise.

Fischler knew that our chosen approach involvedgaibk of failure in Council, with loss of facerféhe
Commissioner and the Commission. But without intiovaand ingenuity, he would face failure in the
Commission before that, risk merging the agricaltueform talks with the preparation of the nergficial
perspectives, and have to start the WTO Round, lo€lwhe was the Chief EU agricultural negotiator,
without a defendable EU position. The difficultiesGeneva were enhanced by the absence of agraultu
Ministers there except for Japan, as trade Mirsstad different priorities.

Preservation and change of the CAP required aicedpprochement of different European interestigso
such as farmers, environmentalists, agrifood inglushd consumers, transforming traditional antagyoni
into understanding for the needs of the farmerstaadhallenges of the countryside.

To that effect it was necessary to try and chahgeihage of European agriculture as a major pallute
jeopardizing long-term sustainability, into that af conservationist emphasizing quality, health and
sustainability. To do so was not a problem so faquality and health were concerned. But it wasgard

to sustainability, because Ministers tend to hdnatsterm view, related to the likely duration bétr office
and therefore aim at minimizing difficulties foreih constituencies so as to enhance their stayomgpand
hand over the hottest potatoes to their succesStA® reform proposals traditionally lead EU farm
Ministers to paint catastrophic effects for theeveint farmers, which may not, and mostly do nog fallace
(for example, lastly, a drastic reduction in Italyiard wheat production, which has not happened)

Sustainability was not a credible objective withoutoducing a form opolluter-pays principle, even if in
the more limited form of a loss of public suppottemever the farmer fails to respect the so-calteds-
compliance rules. Public opinion would no longer tolerate tth@AP rules were sacrosanct, when
environmental rules were respected only in thedbred@his was why the reformed CAP specifies that th
farmer must respect around twenty EU environmebBiatctives (Fischler actually proposed some 35),
which had been adhered to in the breach.

Apart from cross-compliance, the Fischler reforrtirdduced a few other radical new ideas such as the
decupling of CAP support from production with &ngle Farm Payment, the capping of direct aids,
modulation, and financial discipline, stress the function of farm families as supplidrsasvicesto society,

all of which appeared helpful to subdue CAP opptsieBut the biggest challenge here became that of
bringing on board the CAP supporters at the same.ti don'’t just refer to EU farm organizations and
farmers, for whom the proposal represented a $dvtabotov cocktail, but also, at least in one respect, to
DG AGRI itself, who initially believeddecoupling to be inappropriate due to its complexity and to
skepticism regarding Council acceptance.

While most CAP advocates adopted, as they stiltlo politics of denial, CAP opponents seemeihad
ready to scrap the CAP, which means throwing oaitidloy with the baby water. Scrapping the CAP ts no
an option. European treasuries who may still dredih should reflect twice before opting for shtetm
gimmicks. Their simplistic and narrow budgetarywiwas fought by Fischler's more systemic approach
seeking internal compromises among, and correspgmdentality changes by, the various stakeholders.

Fischler sought to find new allies in support fatlbthe conservation and renewal of the countrybige
proposing a three-pronged compromise approachriouttgral policy: firstly, simplifying it, and erdncing
quality, environmental and animal welfare standarsscondly, making Europe’s agriculture more
competitive on expanding world markets; and thirdigducing its trade-distortion effects and notably
progressively moving the CAP further from marketrtoal support. This compromise approach was
expected to make the policy more acceptable inllgraa well as internationally, in particular torfi@ers
(through simplification and by reestablishing ataer confidence in their future), rural people aodiety at
large.



However, Fischler advocated a tectonic shift in C&pport over time. The First Pillar needed to be
increasingly concentrated on those farmers whoetkddnost, at least as long as they could not etenp
without it. As to the most competitive EU farmetisey could expect lower financial support over time
allowing for further modulation of aid towards rudevelopment.

The Fischler reform was aimed at helping the CA®itsxfarmers reconcile the needs of modernizadioch
restructuring with the acknowledgement of their cmmity function, and the recognition of the postiv
externalities generated by agriculture, and ructivies and spaces. Aware that all countrieshia world
had agricultural policies, which they (often wroyjgtonsidered appropriate to their internal anceendl
interest, Fischler acted in the conviction that #lé needed to keep a strong agricultural policyt, bu
periodically update it in order to adapt it to nemalities.

The best way to introduce radical ideas is oftaprsse, notably in order to avoid early leaks, whadlow
CAP critics to regroup their opposition around nakguments. While Fischler's speeches were used to
make some hints about what was going to come, be®ame clearer only late in the reform process.
Speeches and interviews were Fischler's main insni to prepare public opinion in stages. He was hi
own best spokesman.

There was surprise about the Fischler proposaimidic AGRI staff, because the most interestinggaft
the reform had been discussed within a tightlyguoup of five, later six persons, including FF, elyhis
Chief of staff and Tassos Haniotis, the relevabirest member. It worked: there was no leak.

There was a certain surprise also within the CHef€abinet, most of who were expected to intelkditu
support the proposal. But several of my colleagakkme in private that the proposal was “a triclorder
to preserve the whole CAP budget”. In reality, @sastoo innovative for them to reject it, and a kaidgut
would have made that reform, and probably anyrst@re reform, impossible.

Finally, there was surprise within the Commissiewhpse members had been partly informed through thei
Directorate Generals only since the inter-servimmesaltation, except of course for President Pnotip was
brought on board beforehand.

Unlike in the past - when agricultural Commissi@aepould steer through the Commission almost any
proposal concerning the CAP, even when it involsedstantial additional expenditure -, Fischler baty

two fully supportive allies left within the Collep&/ice President Loyola de Palacio from Spain and

Commissioner Michel Barnier from France. Althougis@al Lamy could be expected to come on board as
well, this was too little to get agreement withie tCommission.

It was Fischler personally who decided to evenmyualclude decupling in order to clear the way for
Commission agreement. After obtaining the suppdrtPeesident Prodi, the Commission interservice
consultation was started, and as it had becomemasy, the document was immediately leaked to akspit
some of which started reacting in a worrisome vimyparticular President Chirac.

Although most Member States’ Farm Ministers werpaged to the proposal, they did not have the tone t
regroup before the Commission supported it witlearrunanimous vote, despite the lack of cuts irCthE
budget. Sadly for Fischler, the only Commissionasting against his reform proposal were the biggest
friends of the CAP within the College, Michel Banand Loyola de Palacio.

Early 2003, the College was already gearing upbfdtle on the New Financial Perspectives, its Beggi
was known to favour a 30% cut in CAP expenditung] several Commissioners had put their sight on CAP
budget reductions in order to increase budget liegarding their own portfolios. However, the atcaepe

of the Fischler proposal by the Commission waslifatéd by three factors: firstly, the high persona
credibility Fischler enjoyed within the college @s agricultural expert and as a reformer; secorhéy/fact
that no ground work on future financing had as lyetn laid; and thirdly, the agreement of the Brgsse
European Council of October 2002, engineered bysifeat Chirac with the support of Chancellor



Schréder, to the effect that the budget for Pillae (agricultural market support) would not be loetore
2013. This disarmed the Commissioner for the Bubifyst Schreier.

Things became more difficult in Council, where tt@mmission had to overcome the stubborn opposition
of ten Ministers out of fifteen, who raised probkof substance and/or timing, aware as they weteath

of Europe’s

agricultural organizations opposed the reform, pktiee Coldiretti (one of Italy’s three) and ther&pean
Landowners Organization. Reform actually appeacechftime unachievable after Chirac — the “absentee
agriculture negotiator of France” — succeeded taktishing within the Agriculture Council a blockjn
minority together with Germany, Spain, Portugal &ethnd, and repeatedly tried with ups and dovouos,
eventually failed to get also Italy on board. Ifiale succeeded in getting Schréder to join his-gaftrm
coalition despite the pro-reform stance of the Garmilinister of agriculture Renate Kiinast, it was oy

on account of Franco-German solidarity. The Ger@hancellor owed it to Chirac to be rescued ouhef t
corner he had got himself into by opposing the Iragsion. Schroeder’s promise to follow the Freonoh
CAP reform, whatever their motives and tactic, wasle easier by the fact that German farmers did not
vote socialist. The Chirac-Schroder deal prevei@edman Minister Kiinast from the Green Party, who
supported the Fischler reform, from playing a pesitole in the discussions so long as the Frertised

to participate. The strong, early pro-reform staotéhe UK turned out to be counterproductive wither

EU farm Ministers, because the UK Government wasnmmnto favour scrapping the CAP. The UK actually
accepted Fischler's recommendation to dampenfissmeadvocacy.

Despite repeated efforts, and help from EP Agngalt Committee Chairman Joseph Daul — whose
foresight and sense of realism had led him to sugpe reform — President Chirac refused to eveoudis

it with Fischler, preferring to build a coalition tefeat him. | guess he was convinced he coulstip the
reform train on its tracks. It was as if the matiad become personal for the President, who hauttesjy
tried to hinder the Commissioner’'s reappointmemtdosecond mandate, and was believed to still want
Fischler out. The Commissioner knew that this cde&t to failure of his proposal in Council. But dhel

not hesitate to play poker, which requires botHitgand luck, in an attempt to modernize the CARl a
give it a better image, strengthen rural develogmaovide more stability to farmers and help tthrem all

into entrepreneurs as against premium hunterschiglyy had no other alternative to avoid defeatduse

a lukewarm reform would not even have made it tghotlhe Commission.

How could victory be snatched from the jaws of dé€?eNo agreement was possible without breaking the
French-led blocking minority. Our target to thateet became the weakest link: Minister Caniete from
Spain, who was believed to have joined the Frenaterim order to gain some breathing space thanuseca
he was opposed to the whole reform approach. Theviegy to change the Spanish position was to take
advantage of the solidarity that linked the EU &adhat had supported the Iraq invasion despieedtc
criticism, Fischler paid a visit to PM Blair in Ldan with a request to ask Spanish PM Aznar toucstnis
Minister for Agriculture to withdraw from the minioy coalition that had been blocking the reformaiBl
agreed, asking the Commissioner to dropddyming of direct payments by farm in exchange. As soon as
Spain moved in favour of reform, French Ministery@ard read the tea leaves and started negotiating a
the last hour in order to still grab at least sarorcessions in exchange for his positive vote, @adnan
Minister Klinast took advantage of the French charigactics by taking back her freedom, and givireg

full support to a reform she had regarded with tavipom the very beginning. Although Italy, whiclad
been hesitating all along as to whether to joinRhench blockade or not, made a number of unadolepta
requests at the last minute (all of which wereatej@), the reform eventually obtained unanimougpettp
except for Portugal, who had still wanted a langgk quota for the Azores. Hence, what until thernte a

few thought might have been a wrong bet by the Cmsioner, became a success. Former DG Agri
Director General Guy Legras acknowledged his ssepebout the Council’'s acceptance of the Fischler
reform, which he said he had frankly not anticipate

The 26th of June 2003, during the last night ofatiegions in Luxemburg, the Commissioner refuseg an
suggestion for a further postponement, becausecded the creation of a new blocking minority (for
example, with Italy replacing Spain). Even takingpiaccount Spain’s change of position, the newrnef
supporting majority in Council remained precarioostably because of likely, unacceptable aspiratfon
more milk quotas by Portugal, Italy and the GreedsiRlency.



This uncertainty had to be tackled with exceptianahsures. During the last night “finish”, all ekgavere
asked to leave the negotiating room, while Minsterere asked to stay there without interruptior én
was made clear that no more written compromise rgapeuld be tabled by the Greek Presidency and
Commission until an agreement was in sight. Thiewad Fischler to submit his personal compromise
proposals on all outstanding issues only orallythsa they could not be leaked to Capitals, andstofor
oral ministerial reactions on the spot: “yes, orandl, if no, why not”.

During the whole reform talks, Council reluctanealibeen addressed by Fischler and a “Green Teatin” wi
one spokesman for each Member State drawn fromcéitenet and DG Agri informing the relevant
stakeholders and public opinion. Fischler and hf svent on the offensive participating in litdgal
hundreds of conferences, and interviews on allssoftnational and regional media, as well as thnoug
contacts with NGOs. The aim was to let reluctamisters realize that society at large demandedgsa le
bureaucratic and more environmentally friendly agjtural policy, and a shift from market distorting
support towards rural conservation and renewal.

No reform step is perfect and each requires fudldgrstments. As Karl Popper said, any solutioate®its
own problems that call in turn for new solutionslao forth. But, as the French say, “a chaque gaur
peine”. The reform led to a significant number afdship cases, mostly related to the change towards
single farm payment. It failed to introducapping. It produced less simplification than planned. And
failed to stop WTO Members from attacking the CAfR@ugh it has become far less trade distortive tha
US or even Indian agricultural policy still are.cEés that the continuing focus on the CAP in Genbas
become an excuse for many members not to move anfawuring and above all services, whose

importance for the international trade systemrigiagly greater than that of agriculture.

But Fischler's achievement was still remarkableaose more than 90% of the original proposal made it
into law.

Moreover one could expect the exemptions from td&doupling obtained by France, Italy and others to
progressively wither away, further regulatory siifiphtions later on, a new attempt edpping direct
payments and the abolition of export restitutidfischler's successor Mariann Fischer Boel has ooefil
this in talking about théealth check to be submitted on the CAP in 2008-2009 in thengwaork of the
planned review of the financial perspectives 20013

The farm organizations in Europe to-day admit thatFischler reform saved the CAP for the time fgein
and recognize that, if Fischler had given in tor@tis request to postpone reform to after the WicDril,

this could have meant the end of the CAP as we kihoWot only because the EU would have lacked a
solid, credible base in order to actively partitgpan the Doha Development Round talks, but alszabse

the Brussels agreement of 2002 would not have heldgainst the pressures of the “one percenters” in
connection with the 2007-2013 Financial Perspestiv

CAP reforms are of course part of a process. Cosiamer Fischler has orchestrated two of them attsho
intervals, that of February 1999 and that of 20084with the intention, among others, of avoidingren
serious disruptions of EU farm enterprises in 2065w financial perspectives) as well as theredférO
Round), and ensure a certain stability of ruled @ot4.

These reasons were tactical. But the desigihefFischler Reform, as part of a process, was based on
strategic motives. It is primarily these motiveattinderpin the political economy of his reformeytare
rooted in his assessment of Europe’s and the vgonhdiin environmental problems, and related prospect
world demand and supply of food in the first hdltlus century, and in the absolute requiremersaize the
countryside as well as Europe’s agricultural cagdor the world’'s sake. To these points | now turn

Environmental Problems



Perhaps the best way to summarize the environmerttalems affecting our lives is to turn to Jared
Diamond’s recent, remarkable and persuasive [@mblapse (Penguin) on how saocieties choose to fail or
succeed. He proves that this depends on how they geir environmental problems and identifies 12
serious ones, four of which involve ceilings onumat resources, which have become serious onlyntigce
fossil fuels, phytosynthetic ceiling on sunlighpgly, toxic chemicals (insecticides, pesticides and
herbicides), and gases such as carbon dioxide attthnme.

The other eight most serious environmental problamesnot new. Four of them consist of destructibn o
natural resources:

- Habitats, forests wetlands, coral reefs,

- declining fisheries aggravated by the effectaagiaculture,

- Biodiversity losses, and

- Net loss of soils due to water and wind erosion.

The remaining four are fresh water, alien specgswing human population and its impact on the
environment.

Diamond stresses that these 12 problems for sabifity have been endemic to humanity, but their
frequency has increased with environmental degi@uatpopulation pressure, its impact on the
environment, rising living standards, and immigyatfrom low-impact countries.

These phenomena are interlinked time bombs witksfusf less than fifty years, and any of them alone
could do great harm, but all of them will have todwlved in one way or another within the next gatien,
either in pleasant ways of our choice, or in ungded ways not of our choice, such as poverty, ipalit
instability, warfare, genocide, starvation, diseegilemics or collapses of societies. Diamond tetiet is
doubtful that the First World could retain its segia lifestyle in the face of desperate waves ahignants
fleeing from collapsing Third World countries.

If one reviews the 12 most serious environmentabl@ms, it is easy to note that all of them aredly
and often heavily or at least indirectly linked hwaigricultural and rural development policies. Alilog a
fit-all policy across the world would be madnessit Bhe historical record shows that all agricultura
policies are in need of reform and action, that sness should be taken that are suitable to ead) aad
that a realistic assessment should be made abmigrfiocompetition. Let me make one example. Wenofte
say that the European farmers cannot compete withtdes with more space and lower costs of pradoct
such as Australia. Let us take this test case ffarad Diamond’s already quot€d!lapse.

He shows us a different, not to say a dismal pictof Australia as a continent about to become an
agricultural and environmental basket case. Heiders it the most unproductive continent: much tof i
useless for any form of agriculture and pastoragliamd much of the rest with soils with on average t
lowest nutrient levels, the lowest plant growthegatand the lowest productivity in the First Worghlt
content is high and rising due to sea breezespgiersea inundations and freshwater lake evaporatio
Rainfall is mostly insufficient to raise crops taturity, and unreliable do so more than half tiheetiand
often far less. Agro- forestry suffers from slowdrgrowth rates due to poor soils. When its cdipst
mature, the soil is exposed to erosion. Its rengviasources are overexploited and declining. Aliatis

the continent with the least fresh water (80% ofclhis dedicated to agriculture contributing to 26
GDP), with proportionately the smallest area codeng forests (20%), and the only continent that has
cleared as much as 90% of its original vegetatiow, its biodiversity is the worst of all continenise to

the importation of alien species (rabbits, foxdsnpweeds, insects and carps) which have caused th
extermination of local animals and plants.

With this background, to say that the Australiamfer is privileged over time compared to Europg’'sii
fallacy. As a result of extra expenses for agrigalt production due to disproportionately high ifexér and
fuel costs, Australian farmers selling to local kads often cannot even compete against overseasgo
except in specializediches. About 80% of Australia’s agricultural profits aderived from less than 0.8%
of its agricultural land. Most of Australia’s remaig agriculture is in effect a mining operatiorstteying
the land, expensive for the consumer and unecontonibe individual farmer. If one counts among the
farmer’'s expenses not only its cash expenditures,atso the value of his/her labour, two thirds of



Australia’s agricultural land (mostly with sheepdarattle) operates at a net loss to the farmaemdf adds
that Australia’s productive or settled areas ake &ad scattered with resulting high transportatiosts,

that medium-sized towns are disappearing, that|swiiges have lost basic services, that Austiglia
existing farming is overall a money-losing propiosif that land is overcapitalized pushing farmersards
overexploitation, overstocking and overgrazing, aislo that the population is twice as large as its
sustainability level at present living standardee a@an understand why Australian land use has gone
through many cycles of land clearance, investmeamkruptcy, and abandonment. Some economists think
the country should do away with much of its agtimd and could become a net agricultural importer.
Diamond’s analysis is a hard one, some may chaigeoh being opinionated and contest some of his
figures, and even hold that sustainability is gsinere, but the general picture and trend areraoomy.

Diamond’s conclusion is that, according to the mueslistic scenario, Australians are doomed to a
declining standard of living in a steadily deteaiting environment. Although Australia would be amdine
losers of global climate change, he believes teeakthe First World to have the same prospedts) the
sole difference that Australia will get there saone

Prospectsin world demand and supply of food

The second strategic reason that underlies thégableconomy of the Fischler Reform is the prospdéa
policy of food scarcity, as notably illustratedttwe Earth Institute.

Food supply is tightening mainly because fallingavdables and diversion of irrigated water towatuss
cities cause water shortages, which translatefantd shortages.

Cities and towns in America’'s Bible belt and Catlifia have been buying irrigation water rights from
farmers for urban consumption, affecting in somgesaone third of the surrounding farmland. Thegroff
farmers for water rights much more than the latm get from growing crops. According to the Earth
Institute, "Countries facing water shortages diwgater from irrigation to satisfy the growing derdain
cities, and then import grain to offset the losganfn output. The reason for this is simple: siiidakes a
thousand tons of water to produce on ton of gridi@,most efficient way to import water is as graim..
China a thousand tons of water can be used to peotition of wheat, worth at most $200, or it cam$ed

to expand industrial output by $14,000 — 70 timesnauch...Agriculture is thus becoming a residual
claimant on the world’s increasingly scarce supmlywater.”

But water is not the only key factor of food suppBther factors conspire to worsen the picture sagh

continuing over ploughing and overgrazing, a grayéhift towards grain-based meat production in poor
countries, and shrinking harvests with rising terapges, not to mention the threat that the spi&ad
HIV/AIDS in Africa causes to food security at tluss$ of able-bodied field-workers.

This is not just a presumption. Grain demand has lexpanding beyond supply, notably in China, India
(including its Punjab bread-basket), the UniteseSt@n particular the southern Great Plains ardSibuth-
West), Australia and a number of other countriks Kazakhstan. This trend cannot be compensateuh by
increase in Brazil's grain land, apart from the smmuences such an increase would have for the
environment (domestic soil sustainability and ralinfecycling in Brazil, and biodiversity and clitea
effects worldwide).

Deserts are expanding at the expense of mostlyasrdmnd grassland with an annual loss of 350,000
hectares in Nigeria alone, and a similar annualuarhor China where 24000 villages were abandoned or
partly depopulated in the north and west aloneplaral is also lost to urbanization.

Technology can of course help to do better, butoup point. Low-till or no-till farming techniqudselp
retain water, raise soil carbon content, reduceggneeeded for cultivation, as well as wind and exat
erosion, but cannot do more than slow the negatigad. New technologies capable to raise land
productivity are shrinking and will be of diminisig help as yields of wheat, rice, and corn preamagthe
ceiling ultimately imposed by the limits of photosietic efficiency.



The EU Changing Role: Revitalizeits Countryside and Help Feed the World

With 3 billion people expected to be added to tleeldvby 2050 (two thirds of whom in Asia and Afr)ca
and 8 countries alone accounting then for 4.7dmilpeople, most of whom have neither the climabe time
soil or other conditions necessary to feed themsein the future, the political economy of Europe’s
agriculture cannot ignore the negative trends adiggrtheglobal commons. Nor can the rest of the world
ignore the key role that Europe is called to playhe forthcoming period of food scarcity. Futurerid
demand of food requires that EU farmers continupléy their role in feeding the world. Without them
world prices would badly impact on the net impagtoountries.

The new CAP is designed to avoid food surpluses.t®the extent that world overproduction is replhc
by food scarcity, we can expect less competitiomragnthe producers of staple food for access to food
markets, and more likely competition among net-fougdorting countries for access to supplies. Wd wil
then see import barriers in this connection remalog export limits, and if Europe or other courgrie
producing bulk farm products experienced periodexakess domestic demand, they will tend to repbat w
several other countries have already done in susituation, particularly recently: impose exportilis.
After being accused of dumping its food surplusesvorld markets, one could well see the EU accuded
withholding supplies from hungry people.

The tables may well be turned in the near futurel Burope may be expected to produce more food for
export in order to satisfy growing world demandt anly in the tropics. It should be able to do sthaut
production support. Its challenge will be to dalgo in a sustainable way, for otherwise Europddcgo

the way Australia is going, with negative effectsits own food production and exports down the.line

The Fischler proposal has addressed that challeggeeforming both the first and the second Pillar
accordingly. Further measures will be required dahe line. But it will already be difficult to applall
those which are part of the Fischler Reform. Thitahly requires resorting to the foreseen sanciioease

of failure to respect cross-compliance provisi@arg] actually strengthening the second Pillar. ToenCil

has missed to do the latter. Although Europeans@ngred, in particular in the US, for their urkzoning
leading to a more land-efficient and energy effitiapproach, they can and must do much better and
notably stem the depopulation and desertificatibrgrowing parts of their countryside. This requires
money.

If other countries refuse to reform their own agitieral and rural development policies and thelvaur
zonings, this should be no excuse for Europe to issoown reforms. Its own actions should not depemn
parallel actions by others, unless Europe is pezbtr risk eventual collapse of its own environmant to

say of its own society and/or world collapse. Satakeholders may complain about loss of (shorterm
competitiveness, but this did not stop the Kyotocpss and should therefore not stop the CAP reform
process either. EU rural policy as well as agrigalt policy proper must from now on be conducted an
adapted taking into account the contribution that EU can make to tackle the world’s, and incidgnta
also Europe’s most serious environmental problentee interest of its own people.

In the light of the general landscape of world agjtural resources outlined earlier, Fischler waisvinced

that, while the agricultural reform process haddatinue in Europe and hopefully take place alsivénUS

and elsewhere including the developing countries,GAP was and would remain a necessary, permanent
feature, not only for the EU, but also for balagcimorld food supply with demand.

He was therefore worried about any further reduaciiopublic support for such policy unless agrictad
prices increased substantially, as one could expeamt time, farm aid was capped for the largesnéas,
and modulation from the first to the second pitiathe CAP was substantially increased.

He did not reckon that it was too much to devote per cent of total public expenditures (EU+MShation
and rural support, considering that farmers aloerprasented some 6% of EU population, and
predominantly rural regions covered 47% of the EJigrritory and contained 10% of the EU-15
population. If one added significantly rural regipmore than 80% of the EU-15 area was classifiadial



and about 40 % of the total population lived inatuareas. These percentages were of course highlee i
newly enlarged EU.

Conclusions

Fischler's strategic reasons for reform simply eefiéd his firm conviction that his main reform cepts
were not only the most likely to save the CAP, &isb the most appropriate in the overall Europeah a
world context. He hoped that the reform processlavtnelp making people more aware of the linkages
existing between agriculture, rural developmenmeerce, tourism, the food industry, infrastructuasts
and overall employment, and tried to emphasize(thith limited effect) in the discussions on thedapng

of the failing Lisbon Process.

He regretted that the Lisbon debate ignored theiplesconsequences of weakening, let alone abogshi
CAP support such as: the risk of Member State®dizing contradictory agricultural policies thatyma
hamper the Single Market; the consequences ofdaaddonment in terms of nature (which needs caring)
and accelerated urbanization (which involves irtftecgural, environmental and other costs); the aéfof
diminishing aid on production intensification andllption, and the wider implications of reducednfar
output. What would for instance be the budgetaistsof catering for the additional urban or subanrb
dwellers, produced by accelerated rural desertifin® Would an end of the CAP result, would it riat,
contradictory policies by the member States pogsialising the collapse of the internal market? Oula/

it reduce European farm production to such an éxsrto have a major impact on (higher) world ice
with serious humanitarian, economic and politicaigequences in particular for food importing depiig
countries? And could reduced production of Europkmd end up benefiting mainly the “latifundistas”
(large land-owners) of Latin America and elsewh&vbo invest their profits on Wall Street? The CAP
scrappers did not seem to care for the answers.

Governmental responses to CAP reform decisionsramg rural development had been negative. The
European Council had overturned by means of seldmtdget cuts the whole reform philosophy regarding
the place of rural development within the CAP. Thiégs an unfortunate development, because Courttil ha
thereby ignored that overexploitation of naturalagrces, urbanization and economic globalizatigettoer
had become the most serious challenge ever tohysqal integrity of the countryside, and its wdylife.
This situation was being made worse by two aggmagatactors: firstly, rural actors were increasingl
marginalized from the public decision-making pra;emd secondly, public budgets for rural develagme
were expected to be further reduced after 2013.

These are the reasons why, as far back as 200fgé¢hat EU public support was on the way dowrd an
believing that rural depopulation and decline imngnareas could not be kept in check, let alonersedk
without complementary private initiatives, local tiwation and adequate private financing we felt nieed
to act, although the difficulties of the pending Efeform led us to postpone.

Having left the Commission together, in 2006 weeartabk to create a new financing instrument, theaRu
Investment Support for Europe or RISE FoundatitmPlesident is nobody else than Franz Fischleitand
Vice-Presidents Daniel Janssen and Alex Schaub.ldesrinclude Michel Barnier and Paolo De Castro.
RISE got its Public Utility status by Belgian Royicree and had its first Board meeting last autuhgot
initial support from the BNP Paribas and is stgrtincapital campaign this month.

RISE is a unique multidisciplinary instrument fdretpromotion of rural conservation and renewal, and
cooperation between landowners and rural commanities a self-supporting philanthropic venturstésing
bottom-up private investment in rural areas, mogilyEurope. It is the only Europe-wide independent
foundation devoted to rural development.

Let me finally stress that what | just said is mmdarstanding of what Franz Fischler thought, fatl did
throughout the reform process. As he has not d@snext yet, | cannot exclude the need for adjesits,
but | doubt they would change the general thrusigfpresentation. | hope | didn’t fail to meet your
expectations.



Thank you



