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What is the problem? 
 
The agricultural markets in Africa and other developing countries are flooded with cheap agricultural 
products. Local producers are seriously affected by the destructive impact of import floods1, partly deriving 
from the EU. The CAP is to blame. 
 
The reform debate of CAP 2013 is based on the premises relating to foreign agricultural trade that 
 the EU farming community needs import protection from open borders, because it is not competitive vis-

à-vis foreign suppliers, and in addition EU farmers need heavy financial support to stay in business, 
 the EU has a strong position in export competition that should be further improved; indeed every 5th 

Euro of farmers’ income is earned from agricultural exports.   
 

The two arguments are apparently at odds. How is it possible that the European food economy – the second 
largest world exporter of agricultural produce and food - is gaining a major share in foreign markets when it 
can only survive by heavy state interventions and support? 2 The CAP reform process needs to look into the 
probable case that such exports are only made possible by unfair practices. If this is indeed the case, CAP 
2013 needs to take actions that curb the destructive impacts of its export regime. 

 
Current situation 
 
Under WTO rules, WTO Members may impose ‘countervailing’ duties on products that, because of 
government subsidies, are sold in their markets at an artificially low price, causing material injury to 
domestic producers3. The amount of the duties depends on the amount of the subsidy.4 In addition, subsidies 
causing ‘adverse effects’ may be the subject of a WTO complaint, leading to the removal of these adverse 
effects.5  
 
In the years from 1976 to 1995 the CAP was guilty of using massive amounts of export subsidies to dispose 
its surplus grains, beef, milk powder and butter in the world markets. Since the McSharry Reform of the CAP  
 

                                                 
1 Import floods are defined as 110% increase in imports compared to the preceding 3-year average according to a FAO study 
2 According to the OECD-figures, the EU agricultural policy is intervening in agricultural markets by 50 billion 
subsidies and 60 billion import protection. 
3 Part V of the SCM Agreement. 
4 Article 14 of the SCM Agreement. 
5 Article 5(a) and Article 7.8 of the SCM Agreement. 

3 Preventing unfair ‘dumping’ of subsidized EU food1  
 
This paper forms part of a series of six briefings on the reform process of the Common Agricultural 
Policy of the EU looking at (1) International responsibility of CAP, (2) Trade Defence Measures, (3) 
Preventing dumping, (4) EU imports of animal feed, (5) Standards and (6) Indexation of direct 
payments. It aims to address issues of concern that to date have not received sufficient attention in 
the CAP debates and the decision-making fora. It is intended to influence the policy and position of 
the EU on CAP towards 2020 and to inform the public debate on the external impact of the CAP 
and on what is at stake for developing countries. 
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and the Agreement on Agriculture of the WTO came into force, exports subsidies lost their predominance as an 
export enhancing instrument. Note the strong reduction of exports subsidies of the EU in Appendix 1. 
 
In spite of this reduction of direct export subsidies, the EU has gained a considerable share in agriculture on the 
world market, evolving as the world’s second biggest agricultural exporter. If we consider this to be peculiar, then 
we have to look at what other forms of dumping may lead to this situation, apart from export subsidies.6  
 
The use of export subsidies is a clear case of unfair trade practice. However, new forms of dumping7 are 
more hidden, built into the general functioning of the whole CAP system and business practices. This fact 
makes it very difficult for affected countries – especially developing countries with weak trade monitoring 
capacities – to take measures to counteract subsidised imports. This leaves a lot of leverage for rich countries 
to make use of policy instruments and domestic subsidies or other mechanisms to increase their trade 
advantages. Currently, the burden of proof of injury lies with the affected importing country. This effectively 
undermines the position of poor countries.8  

 
About 50 billion Euro out of the total 75 billion agricultural EU exports are categorised as processed food. In 
general, EU farmers are not exporting processed food, hence the claim that direct payments can only have a 
trade-distorting effect on the exports of primary products -  if at all - and not for secondary products. It is 
also claimed that the competitiveness of the EU food export sector stems from its efficiency in food 
processing rather than from the primary production. However, this argument is not well founded, because it 
lacks evidence on how much value is really added by the EU food industry, and how much benefit the whole 
production chain is taking from heavy subsidies to primary products. In addition, the agricultural import 
regime is characterised by a steep schedule of tariff escalations. How can the supposed and postulated 
competitiveness of the EU food industry hold for export markets, while at the same time this sector declares 
that it is in need of import protection? The current trend of CAP reform proposals to shift funding and 
attention to the global value chain will certainly have a bearing on overall EU exports and trade flows and is 
likely to increase the effects of subsidised imports.  

 
Hidden effects of CAP subsidies9 
 
Transmission of direct payments10   
EU direct payments - paid as area premium to all farmers - allow producing and selling below the real costs. 
The majority of European farmers depend on direct payment for up to 50% or even over 100% of their 
income. This way, food processors, agricultural traders and exporters can buy these products at much lower 
prices than would otherwise be possible. Much of the land and farming production that are currently 
sustained would have been abandoned without state support systems. Also, it is undeniable that part of the direct 

                                                 
6 Especially fast growing EU exports of poultry and pork is a new phenomenon and has occurred almost without any 
export subsidies. See Appendix 2. 
7 New forms of dumping relate to a combination and complex mixture of private companies unfair trade practice that 
also benefit from varies public policy support measures. The OECD uses the term Product Support Equivalent 
accounting for both public and private policy and support measures that can lead to unfair competition.  
8 Experience of Kenya: Kenya has a legal basis for Anti-Dumping (AD) and CVD measures (sections 125 and 126 of 
the Customs and Excise Act), but has never applied them owing to the complexity of the rules, the high financial cost 
involved, and the technical difficulties in pursuing investigations effectively (i.e. collection of factual information in 
determining the normal export price). Both the Government and the private sector suffer from limited capacity. The 
expert from Kenya considered that the process of investigation should be simplified: the determination of injury is too 
complex and costly. The cost of defending its interests against foreign AD investigations is another issue of importance 
for Kenya. In this regard, financial and technical assistance is needed from donors and international agencies, most 
notably from UNCTAD. (aprodev.eu/files/Trade/0807_technical_interpretation_policypaper_final.pdf ) 
9 See South Centre (2011) EU’s increasing use of decoupled domestic supports in agriculture: implications for developing 

countries, and: South Centre (2011) EU domestic supports and policy tools protecting European farmers. 
10The claim that the CAP is neutral to production and trade cannot be maintained. A comprehensive study, commissioned by the 
European Commission from three respectable European research institutes from three different countries, has provided 
simulations of scenario and presented three policy options: one under the present CAP system, one with plausible reform steps of 
the CAP, and one under a liberalisation scenario - in which all trade barriers are removed and the CAP budget is reduced by 75 % 
by 2020 and where all direct payments and market instruments are removed. This study suggests significant production and trade 
effects, if current EU agricultural support measures are dismantled. (ECNC/LEI/ZALF, Final Report for the Update of analysis of 

Prospects in the Scenario 2020 Studies – Preparing for Change, EC Contract No. 30-CE-0200286/00-21, Dec. 2009). 
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payments are handed from farmers onto exporters leading to trade distorting impacts, which are difficult to identify; 
even if the AoA has cleared decoupled area payments as “non trade distorting” under the WTO Blue Box. 

Green Box Measures 
20% of the EU agricultural subsidies fall under the category of the Green Box as defined by the AoA, 
considered as not-trade-distorting support. However, when looked at more closely, many of the EU measures 
under the so-called “Second Pillar” cannot be considered neutral to yields, production capacities and trade.11 
In order to avoid unfair trade impacts, each of the measures would have to be looked at thoroughly.  

 
Hidden forms of dumping effects indirectly linked to CAP 
 
Market differentiation / cross subsidisation 
As usual business practice, companies have tended to separate market segments in order to create and protect 
the high price market segment from oversupply. Part of the produce need to be sold on marginal, separate 
markets to avoid spoiling the remunerative marketing in the primary market. The marginal or secondary 
markets are often markets abroad. Pricing in secondary markets is almost decoupled from accounting of 
costs and can be easily cross-subsidised by the domestic high price segment; much to the disadvantage of 
competing producers in the importing countries. 

Company strategies 
The sector of the retail food industry is becoming rapidly globalized, with large multinational supermarkets 
acting as the ‘integrators’ of the value added chains. Their capacity to underbid competitors on local markets 
and to gain monopolies is high. In the absence of competition laws or effective implementation thereof at 
global level or in developing economies, local producers are threatened with exclusion from their domestic 
markets by the invasion of value chains from outside. This is especially true because of the use of quality 
assurance programmes applied by the retailers.  

Disposal of left-overs 
European and more affluent consumers develop a special preference for good quality or luxury high value 
parts of a product, like the best cuts of meat from pork, beef or poultry, and are willing to pay an appropriate 
price for it. This consumer preference leaves the low demand and less preferred parts without a domestic 
market. Markets for these less desirable parts are easily found in developing countries with poor and 
uninformed consumers who have little or no choice. Local production is left with little chance to compete 
against cheap imported left-overs from tables of the rich. 

Coupled products 
When the production of one product is intrinsically linked to the production of a by-product, the by-product 
price setting mechanism can be secondary to the price setting of the primary product. There is no or little 
possibility to perform accurate cost calculations for the by-product.12 These by-products are often sold on 
international markets which may easily lead to dumping. 
 
Under-standard dumping 
Standardisation of food production in value chains is gaining predominance in marketing. High quality and 
safety standards within certification systems always lead to parts of the produce which do not qualify for the 
high quality segment and which need to be sold at much cheaper prices, either domestically or abroad.13 
 
Some of these dumping effects relate only indirectly to the CAP. But as a consequence of globalisation of the 
EU agricultural system, the CAP needs to develop a concern for all of these dumping effects and should 
integrate trade impact assessments in its reform proposals. The CAP has to take responsibility for the value 
chains it creates and which it still heavily supports. These value chains lead to many hidden forms of ‘dumping’ 
and unfair trade practices that are indirectly linked to the CAP. The new CAP needs to address these impacts. 

                                                 
11 For example, under axis 1 of the 2nd pillar, governments can grant support to farmers to build new confinements for 
raising poultry, pigs or dairy cows. Also please see Fact Sheet on Standards. 
12 Example: Oilseeds produce plant oil and oil cake. Both have a market with two totally different uses: Plant oil for 
industrial use such as biodiesel or cooking oil, oil cake as a protein rich animal feed. No one can say which part of the 
production costs are for the oil component and which part for the feed component. If oil is very expensive, the cake can be 
sold very cheap, and vice versa. It leaves room for the seller to cross-subsidise the by-product and distort the market. 
13 Example: Rich consumers do not like to eat certain parts of meat from the pig or chicken. The chicken breast is sold 
at a high domestic price and can cross-subsidise the unwanted parts, like chicken carcass or wings, for exports to poor 
consumers, who cannot afford the white chicken meat of the breast. 
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Our proposals 
 
Taking the global responsibility of the CAP and EU commitments on policy coherence for development 
would mean adopting the overarching principle of ‘do no harm’ in the EUs external relations with 
developing countries. For export competition, this would mean:  
 

1. All export subsidies need to be phased out completely.  

2. The export of subsidized products is one of the most common and unfair trade practices. The 
responsibility to avoid the effects of these exports should lie with the exporting country if there is sufficient 
suspicion - and not with the importing country as WTO trade rules stipulate. If the importing country is a low 
income country, the burden of proof should be reversed and should lie with the exporter. The EU should take 
responsibility for proving that it does not engage in these practices if allegations have been presented against it. 
And the EU should provide redress.14 

3. The EU should provide a simple complaint mechanism for unfair trade practices. This must be 
introduced into the new CAP. Developing countries and their civil society organisations, such as 
producer associations, must be entitled to invoke this mechanism. This could be supported by a CAP 
high-level group or a CAP observatory that monitors trends in food import surges in developing 
countries and includes farmer’s organisations from developing countries.   

4. EU business affected by dumping practices of competitors has the benefit of the special authorised agent 
introduced by the EC for investigating the possibility to file an antidumping or countervailing duty case 
against the EU’s trade opponents. We are calling for the establishment of an institutionalised special 
Ombudsman, whose function would be to receive and investigate potential charges of unfair trade 
practices against EU food and agricultural exporters, to initiate a mediation process and to search for 
adequate solutions and redress. The Ombudsman should prioritise cases brought by LDCs and Net Food 
Importing Developing Counties, and other small and vulnerable countries. He or she should act as a low 
key dispute settlement procedure and should mediate trade conflicts in an as easy and non-bureaucratic 
way as possible.15 

5. Products which receive considerable product specific support should not be exported to developing 
countries. If exported, the value of its specific subsidy should be added to the export value. The same 
should apply to imported products subject to tariff peaks. If such a product is exported, the value of 
import duty needs to be deducted from any export refunds to avoid undue export advantages. 

 
 

 

 

 

                                                 
14 Read more at: trade.ec.europa.eu/doclib/html/138972.htm 
15 The institution of Ombudsmen is an established EU instrument. EU business can refer to the EU Ombudsman when 
filing a dumping case against another country. The Ombudsman is also taking on complaints in case of mismanagement 
of bureaucratic procedures.  

APRODEV is the Brussels based association of WCC-related development organisations in Europe. This lobby brief was 
produced by the APRODEV Trade, Food Security and Gender Working Group. Drafting team: Rudi Buntzel, EED/Bread 
for the World, Gunnel Axelsson-Nycander, Church of Sweden, Henk Gilhuis, ICCO and Karin Ulmer, APRODEV. 
Download the pdf here. Website: www.aprodev.eu, Contact: k.ulmer@aprodev.net  
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Appendix 
 

1) Export subsidies in million Euros 

 
Source BMLEV 

 
2) Export subsidies per product 
 
 

 
Source BMLEV 
 
Export subsidies per product: Getreide/ cereals, Geflügel /poultry, Milch/ milk, Rindfleisch/ beef, Schweine/ 
pork meat, Verarbeitungserzeugnise/ processed goods, Zucker /sugar 
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