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European environmental concerns and the Cairns Group position on trade negotiations in agriculture: 
areas of agreement, disagreement and potential for dialogue.
1.
Introduction

1.1
The European Environmental Advisory Councils are an informal grouping of Governmental bodies working and advising on environmental issues in Europe. We have come together to provide a consistent voice to the European Commission and other organisations on international environmental issues. We have a working group on agriculture on which 14 European countries are represented. We have provided our views to the European Commission and the WTO on agriculture negotiations, and the attached annex provides our original joint position prior to the Seattle conference.

1.2
This paper sets out some key issues for discussion. Essentially, our view can be summarised as follows:

· We believe strongly that trade policy needs to support sustainable agricultural systems in Europe which deliver environmental, social and economic benefits. Indeed, it is not an exaggeration to state that the future of Europe’s terrestrial environment depends on such a solution.

· That is not to say that we support the current set of EU policies which purport to implement these objectives. Indeed we are critical of the current support regime.

· Combining the above points suggests to us that dialogue with the trade liberalisation movement could be fruitful. 

· We recognise the legitimacy of other countries’ arguments in relation to subsidised exports and market access. However, we have serious concerns about Cairns Group and other countries’ suspicion about the legitimacy of our environmental priorities and their desire to ‘squeeze’ legitimate domestic support payments. If we could develop trust and understanding in this area, we would feel more comfortable about the trade liberalisation agenda.

· We believe the particular contribution we can make to the trade debate is to develop an understanding of the particular environmental issues facing us in Europe, to inform other countries’ assessments of the various options for domestic support.

1.3
The remainder of this paper deals with these points as follows:

· The links between agriculture and the European environment;

· The implications for trade policy;

· Current issues in the trade debate;

· Our view on the way forward.

2.
Agriculture and the European environment
2.1
Much is talked of the Model for European Agriculture and the concept of multi-functionality. This section simply attempts to set out the reality of European environmental issues and how this affects trade discussions.

2.2
Europe, amongst other countries, has what has been described as an ‘old-settled’ system of agriculture. It is this pattern of sustainable agriculture, with gradual impacts over many years, that has made much of the European terrestrial environment what it is today. In addition it is a common fact, that in densely populated areas society demands a multifunctional management of land, since due to the scarcity of  land resources a <seggregational concept of land use> is not possible.

2.3
An example of this can be found in much of our wildlife. The key to understanding European nature is that many of our most important habitats are ‘semi-natural’. A large proportion of the most valued habitats and associated species has arisen from agricultural management of the natural environment over hundreds of years. Farming practices of this type have not only been compatible with the conservation of biodiversity and other environmental benefits, they have actively moulded their very character.  It is this mosaic of habitats, shaped by man, that makes our characteristic biodiversity important in an international context. This has the following implications of interest to the trade debate:

· Over-intensification of agriculture, as has happened over recent years, has caused major damage to this resource;

· Equally, however, the resource can be damaged by lack of management. Simply letting our landscapes go ‘wild’ will lead to a loss of wildlife and landscape quality. They need to be managed using sustainable agricultural practices.

2.4
As one of the 185 signatories of the Biodiversity Convention, we have international obligations to protect our characteristic biodiversity. We need to prevent further damage, much of which would be irreversible, and to recover the losses of recent decades. The concern for us is that, because of the way that this biodiversity has been created, its maintenance requires the protection of sustainable agricultural systems. This does  not necessarily mean a return to or preservation of ‘old ways’, but does suggest particular farming systems, for example:

· Many key semi-natural habitats require a particular level of grazing;

· Maintenance of some special habitats even requires grazing by particular animals, for example beef cattle rather than sheep.

· Provision of farming systems which provide the necessary landscape mosaic for our environmental priorities.

2.5
Similarly, our aesthetic landscape and cultural diversity is closely tied up with the interaction of farming systems and the landscape.

3.
Implications for trade policy 

3.1
European agriculture does have, needs to retain, ‘multi-functional’ characteristics. Clearly, the term ‘multi-functionality’ has created political notoriety and suspicion amongst some countries. Agriculture in Europe does differ from place to place, and may be more or less ‘multi-functional’ in particular locations. However, it is clearly the case that agriculture in many areas of Europe has traditionally provided economic and environmental benefits, and this ‘multi-functionality’ needs to be protected and enhanced. Just as ‘multi-functional’ landscapes need to be implemented in ways which minimise trade distortion, sustainable trade policy must protect the delivery of these multiple benefits.

3.1
In the context of a more liberalised market, some environmental payments will continue to reduce production intensity. In other areas, however, payments for environmental services will act to maintain farming systems in areas which would otherwise have different types of farm or no farm at all. This is a key issue for trade policy.

3.2
Environmental benefits in Europe are often ‘jointly produced’ with agricultural goods. The examples above demonstrate how inseparable our environmental benefits are from agricultural systems. The consequence is that pursuing the provision of legitimate environmental public goods will inevitably have some effect on agricultural markets. We can try to minimise the trade distorting effect, but the joint products phenomenon means that it is impossible in Europe to devise environmental policies with no trade implications, and trade policy should not pursue this course to the end point.

4.
Our view on current issues in trade negotiations
4.1
The EU position. We endorse the Model of European Agriculture but the instruments under Agenda 2000 do not sufficiently reflect this. Ubiquitous and unconditional support for agricultural production by the Common Agricultural Policy is not necessary for protecting Europe’s environment and should progressively cease.

4.2
The fallacy of ‘win-win’ gains. Our research indicates that trade liberalisation on its own will create very significant risks for the European environment. Although there may be some environmental benefits through reduced intensity of production, there will be significant risks through the process of structural change, involving loss of important field features and some land abandonment, loss of labour time for conservation and landscape management, and so on. So we would support the process of ongoing market liberalisation provided there is a simultaneous commitment to sufficient ‘flanking’ policies to protect the environment and local communities.

4.3
Problems with the Green Box. We have concerns about the ability of current Green Box rules to meet our needs:

· We can develop policies which are the least trade distorting way of achieving our priorities but the requirement for ‘no or minimally distorting’ measures fails to recognise the joint production of agricultural and environmental benefits;

· The rules restricting payments based on particular types of production make it difficult to reward sustainable agricultural systems, such as organic farming, which deliver environmental benefits but are not part of core Government Environmental programmes.

4.4
The current Green Box was essentially drafted for USA interests. It enables neither the full range of EU concerns (such as animal welfare) nor those of developing countries who are now asking for a ‘development box’. 

4.5
Targeting. Trade discussions place great emphasis on the need for ‘transparent, targeted measures’ for domestic support. We understand this need and agree with the approach in principle. We are increasingly able to develop more targetted measures for our agri-environment support programmes. However, we offer 3 cautions from the reality of our experience:

· This is an evolutionary process. Our environmental management knowledge is increasing but there remain gaps in our understanding such that highly targetted measures can not always be developed. We know there are areas where we have to implement second best measures but expect to develop more targetted measures in the long term. Forcing the pace too quickly runs the risks of irreversible losses.

· However we design the measures, they will inevitably remain linked in some way to specific agricultural production processes.

· Many of our payments can be made on the basis of highly targetted schemes, but maintaining the basic environmental fabric of the wider countryside will rely on payment systems that are fairly simply designed, for example relating to overall grazing levels.

5.
Our proposed way forward on agriculture negotiations
5.1
Subsidised exports and market access. We recognise the legitimacy of other countries views on these issues. Our remaining concern over market access relates to the possibility that our farmers become uncompetitive through having to maintain higher environmental standards. We need trade policy to recognise the validity of obligatory eco-labelling schemes, at the very least.

5.2
Domestic support: blue and green box. We support the continuation of the Green Box and believe that current Blue Box subsidies remain too production linked; they need to be reformed and translated into payments more clearly related to environmental and rural development objectives. 
5.3
However, we must have sufficient, simultaneous, flanking measures to protect the environment. Reduction of overall support levels needs to be managed over a sensible timescale to avoid irreversible environmental losses. Our view of the end point, as far as is foreseeable, is a reward system for environmental public goods that is greater than the current Green Box level (for the EU) but reduced compared with current Green plus Blue Box levels.

5.4
On the Green Box itself, we would prefer an evolution of the rules which would acknowledge the joint production characteristics of our agriculture, and also recognise the legitimate interests of developing countries. As a minimum from our perspective, we would need a continuation of the Peace Clause for the Green Box, to prevent inappropriate challenges which could compromise our environmental priorities.

6.
Is there scope for consensus?
6.1
Could the Cairns group live with the proposals set out in section 5 above? We believe that they are close to the outcome that many member states expect and would deliver significant progress on many of the Cairns Group’s priorities while meeting our essential requirements.

6.2
However, to support such an approach, European environmental interests need to have more confidence that our essential and legitimate requirements will be protected. Current concerns include:

· The perception that the Cairns Group does not accept that European agriculture needs to deliver multiple benefits, even in principle;

· The perception that the Cairns Group’s long term strategy does not recognise the legitimacy of domestic support for environmental public goods, and wants to severely limit the scale of Green Box support.

6.3 
It should also be mentioned that according to the European financial rules and understanding unconditional lump-sum-payments are not accepted, because they can be easily abused. The European Governments are obliged to make payments for concrete socially desired performances in the public interest. 

6.4
In conclusion, we offer the following points for further discussion:

(1)
Does the Cairns Group accept the historic links between our environmental characteristics and sustainable agriculture? Is there more that we need to do to promote this understanding?

(2)
If these links are accepted, what is the Cairns Group’s perspective on the implications for trade agreements?

(3)
How does the Cairns Group suggest we develop our policies to meet our requirements in a way that will encourage trust in their legitimacy in other member states?

(4)
Do our proposals in section 5 offer a realistic approach to future dialogue?

(5)
Is there any prospect of Cairns Group making statements on the legitimacy of multiple benefit agricultural systems, at least in principle, and of legitimate environmental public good payments?
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