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1 Introduction

EU support for tobacco farming and EU support for tobacco control totally contradict one another. This has been a longstanding criticism from the health community. Why spend money growing a crop that is destined to kill half its regular consumers? It is not only inconsistent and a massive waste, but completely perverse. Immoral, some might say. 

The solution is simple: stop all tobacco subsidies. Then the EU no longer looks ridiculous. A billion euros a year can be better spent. And hundreds of lives are saved …

If only it were that simple - both in terms of arguments and remedial action.  But it is not. It is not possible just to cut off structural support on this scale without causing massive dislocation to thousands of farm workers, many living in comparatively disadvantaged regions. And removing tobacco farming from Europe won't stop the flow of raw tobacco into the factories of the tobacco multinationals: cigarettes will not disappear from the shelves, smokers will continue to smoke. Why cause hardship to tobacco farmers, for no health gain?

This paper sets out to explore these ambiguities. It concludes that the Commission is moving towards a win-win situation in proposing that future subsidies should no longer support a particular crop but rather the farming community as such. Crops having a viable economic price on the open market will continue to be grown. But European tobacco, which is uneconomic in a commercial sense, will no longer be worth planting. Over the years, most production will cease. Farmers will not be faced with an immediate crisis, but enabled to develop alternative livelihoods.

The overall supply of tobacco onto the world market will diminish.  The experience of Europe will prove that there are alternatives to tobacco farming that can apply equally well elsewhere. Moreover, the subservience of the farming community to a ruthless multinational industry will be broken, thus depriving the industry of cheerleaders who presently succeed in persuading elected representatives to support tobacco rather than health.

All in all, a potential advantage for both farmers and the health community. How so, and how do we get there?

2 CAP and the need for reform

The Common Agricultural Policy was established as one of the core functions of the original European Economic Community. The Treaty of Rome (1957) identified several objectives: to ensure a reasonable standard of living for those working in agriculture, and thus to guarantee continuity of food supply; to stabilise the market and to ensure that supplies reach the market at a reasonable price for consumers. A variety of interventions were introduced to sustain these objectives: price support, import taxes and export subsidies, intervention (buying unsold stocks at guaranteed prices) and stock disposal. 

Over the years, many of these mechanisms fell into disrepute. As productivity increased, the EU ended up paying for food to be grown and then paying again for it to be 'dumped' or destroyed.  By the early 1990's, CAP expenditure amounted to more than 50% of the EU's total budget; much of which was totally wasted, in the sense that it supported unnecessary (or even surplus) production. The first serious attempt at reform (1992) succeeded in mitigating some of the most obvious anomalies - the notorious food mountains and wine lakes.

But other pressures were building up, leading the Community to consider far more extensive 'root and branch' reform. Key pressures included the likely impact of enlargement on the Community budget, concerns about animal welfare and environmental protection, and the perceived need to protect the interests of small farmers (e.g., as against the demands of intensive, large-scale farming).

Agenda 2000, published in July 1997, set out the Commission's view of reforms that would be necessary to meet the challenge of enlargement and of the EU's changing role at the beginning of the 21st century. In regard to agriculture, Agenda 2000 foresaw strong growth in demand for European food on world markets, offering a good rate of return and therefore diminishing the need for direct product support.  Agenda 2000 also made the case for a comprehensive rural development policy, intended to maintain a 'living countryside'. 

Prior to a European Council meeting in Göteborg (May 2001) the Commission elaborated proposals, based on Agenda 2000, around the theme of sustainable development. This included the first-ever suggestion from the Commission to phase out tobacco subsidies
. 

Detailed reform proposals for the tobacco sector
, published in Sept 2003, therefore come as no surprise to tobacco farmers. The farming community's reflex action - that reform should be postponed because they need time to adjust - is clearly unjustified. The writing has been on the wall for years. 

3 Tobacco farming in Europe: a rural way of life

Tobacco farming has been supported through the CAP for one reason alone: the CAP commitment to guarantee farmer's income. There is absolutely no justification for it in terms of the CAP's other objectives - i.e., to ensure continuity of food supplies at reasonable prices.

Nevertheless, tobacco is a crop. As such, it has been eligible for CAP support. In fact, it has become the crop receiving the most intensive support, in terms of euros per hectare (7,800 - as compared to less than 400 for arable crops and 620 for fruit and veg). Tobacco is farmed in eight Member States: Austria, Belgium, France, Germany, Greece, Italy, Spain and Portugal. The most important of these are Greece and Italy, which together produce about 75% of the EU total (nearly 350,000 t per year).

Despite the expenditure involved (963 m euros in 2002), tobacco represents a very small proportion of total EU agricultural output - on average 0.4%. The biggest proportion is found in Greece: 4.5%. It does not reach as much as 1% in any of the other seven countries.

These figures highlight the ambiguity of tobacco farming in Europe. Whilst the number of holdings is small (1.3% of all EU holdings), they are concentrated in areas where there may be few economic alternatives. The CAP effectively sustains the illusion that the crop is 'economic'; for without subsidies there would be next to no income. The old cliché, that EU farmers farm subsidies rather than crops, accurately describes the experience of the tobacco sector.

But this simplistic jibe hides another reality: tobacco farming is labour intensive and seasonal, mainly undertaken by the family as a whole on relatively small holdings. Whilst the overall budget for tobacco is large, returns on individual holdings are modest. Yet they are critical to family income, and thus to the well-being of many local communities. If tobacco subsidies per se are to be withdrawn, some other safety net has to be put in place. Otherwise the 'rural fabric' in those areas most affected will be destroyed, with devastating economic and social consequences for the communities concerned.

It is fear of this outcome that has prompted demonstrations against tobacco sector reform proposals in Brussels (Nov 2003) and Rome (Dec 2003); a photo exhibition in the European Parliament (Jan 2004); and MEPs questions to the Commission. Yet a proper reading of the Commission proposal should reassure tobacco farmers that they will continue to receive support from the EU, but will not be expected or required to grow tobacco to earn it.

4 Tobacco farming in Europe: planting the seeds of a public health crisis

In the past, tobacco farmers seemed to ignore or deny any responsibility for the health harm caused by their product. More recently, UNITAB, the growers' organisation, published a 'green paper' on tobacco in Europe
, in which it devoted two pages to 'consumer protection and health'. There is a welcome recognition of the 'ravages of tobacco addiction on the health of the consumer'. However, the text then jumps straight to the defence of tobacco as a legal product, which contributes substantial sums of tax revenue each year. This being the case, argues UNITAB, isn't there a contradiction in Member States taking the money whilst also promoting anti-tobacco policies?

Possibly so; but this entirely side-steps the health issue. In fact the reference to health is subsequently interpreted as 'tobacco varieties more resistant to disease', 'lighter varieties containing a lower level of nicotine and a lower tar potential', and 'suppression of chlorinated fertilisers'. Again, this misses the point. Tobacco causes health harm on a massive scale. Every other regular smokier dies as a direct result of their smoking. Most die in middle age  - losing, on average, 14 years of life. 

There is a very simple sequence of events in food production, which every farmer recognises. It is called 'from farm to table'. Somewhere or another a farmer plants the seed, nurtures the crop, harvests it and sends it off to market. Mostly, these days, the food industry then processes, packages and markets the final product. But without the farmer, there would be no product at all. It is thanks to him, amongst others, that I am able to eat. 

The same is true of tobacco farming. Smokers cannot smoke unless the product is there to be bought. Tobacco companies cannot make cigarettes unless they buy raw tobacco for the manufacturing process. Tobacco farmers do not grow tobacco without intending to sell it - to be turned into tobacco products. This simple sequence of events is called 'from farm to grave'. It is thanks to tobacco farmers, amongst others, that I can smoke. 

There is no way that tobacco farmers can reasonably deny their involvement in the pain and suffering of those who die from tobacco-related disease, nor in the public health disaster that tobacco causes to local communities the world over. In the present EU (15 Member States), more than half a million people die prematurely each year as a result of their smoking. In Europe as a whole, the figure is more than one million a year. None of this would happen if tobacco were not grown in the first place.

It is easy for tobacco farmers to demonstrate against possible job losses. It is understandable that they fear for their livelihoods. But it is wrong that they should ignore those whose lives are blighted as a direct consequence of the plants that they grow and harvest each year.

5 Commission proposals for reform

Commission reform proposals relate to the CAP as a whole, and not just to the tobacco sector. The measures being introduced to implement new objectives for the CAP inevitably influence the options and opportunities available to tobacco farmers.

Overall reform proposals are intended to limit agricultural expenditure within a financial framework agreed until 2013; to make EU agriculture more competitive and market orientated; to ensure stable but equitable income for farmers; to promote occupational safety; to pursue environmental objectives through sustainable farming practices; and to protect animal welfare and food safety. 

To achieve these various aims, the Commission proposes to shift resources away from crop production towards expenditure on rural development. This is known as 'decoupling', which is defined as 'providing support payments to farmers in a way that is not linked to what they produce'. There will be a single decoupled income payment per farm. Farmers will know in advance what they are due to receive in terms of subsidies. This provides stability, and also encourages farmers to grow produce that can be sold on the open market - i.e., for which there is genuine public demand.  

The farm income payment will be based on historical payments - i.e., related to the payments (previously tied to production levels) that individual farms have received in the past. It will be conditional on compliance with environmental, animal welfare and food safety standards.

The Commission Services considered three possible options for reform of the tobacco sector:

· Prolongation of the current Common Market Organisation (CMO)
This is the 'no change' option. Present arrangements would be maintained, subject to minor modifications designed to ensure support for tobacco varieties in demand on the open market. Funding for those varieties with no obvious market outlets would be reduced or eliminated.

· Decoupling along CAP reform lines
This is the Commission's preferred option. It recognises and follows the principles of the overall reform package. The Commission proposes a 'step-wise implementation'. In the first year, part of the payment would still be linked to production with the remainder transferred to the Single Farm Payment. In each subsequent year, more would be transferred. At the same time a proportion of the overall budget previously allocated to the tobacco sector would be switched to a 'financial envelope for restructuring'  - i.e., a budget set aside to fund alternative activities. At the end of the transition period (three years), no payments would be linked to tobacco production.

· Gradual phasing out within a sectoral approach
Financial support would be phased out progressively over a ten year period - i.e., farmers would receive 10% less each year, with payments continuing to be linked to production levels. After the tenth year, they would receive nothing.

This is the approach previously advocated by health organisations in Europe. It has the advantage of being clear-cut and easy to understand: Europe would be seen to be getting rid of subsidies, and the farming community would be safeguarded by virtue of the lengthy phase-out period. The downside for farmers, however, is that at the end of the transitional period they would be on their own, with no further structural support. 

The Commission is recommending the adoption of Option 2. Tobacco farmers have been protesting against any reform proposals. They are clearly against change of any sort, and therefore support Option 1.

The health community had previously supported a 'phase out' approach - i.e. along the lines of Option 3. However the detailed Commission proposal (Option 2) now offers a mechanism designed to achieve the same result (eventually no EU payments linked to tobacco production), but based on greater equity for the farming communities involved (continuing support to maintain the 'rural fabric'). This is the approach that we now prefer and endorse.

6 A 'win-win' scenario for farming, health and the public purse

Health organisations are in business to promote healthy public policies. We have a responsibility to consider the health of the community as a whole, not just those affected by the sectoral interests that we represent. Those of us concerned with tobacco-related disease lobby for legislation or programmes designed to reduce the health harm caused to smokers. We should be equally concerned to protect the health and well-being of tobacco farmers; especially in seeking to mitigate the stress and uncertainty caused by profound change, which may threaten their very livelihoods.  

Option 2 removes much of the uncertainty faced by tobacco farmers. It does not remove the certainty of change, but it does provide the assurance of continued support during the transition period to a non-tobacco regime, enabling individual farmers and their families to gradually shift to alternative crops or alternative livelihoods. It has the potential to keep local communities together and to develop new and more sustainable land management practices.

It is good for farmers and good for their health.

It is also good for public health. It removes support for a damaging crop - nearly all of which would not be grown without CAP subsidies. Most tobacco growing in Europe will cease. In 2002, EU production of raw tobacco amounted to just 5.4% of total world output: eliminating EU subsidies, and thus removing most EU tobacco from the market, is not going to destabilise overall supplies. But the symbolic effect is enormous, with one of the world's most important trading blocks signalling its refusal to continue to fund tobacco from the public purse. 

In fact, trade provides another good reason to support the decoupling option. EU farm subsidies, providing direct support for quantity production, amount to unfair trade. The present CAP regime was one of the sticking points that helped destabilise the WTO Ministerial Conference in Cancún last September. Decoupling is good for trade, as well as for health.

Phasing out tobacco subsidies will not, of itself, reduce the cost of the CAP. But it will free up nearly 1 billion euros a year in support of a reformed CAP which is less concerned with quantity than quality - one that promotes sustainable agriculture and diversified farming, one that protects the rural environment and rural livelihoods. These are significant contributors to health and well-being; not only of those who work the countryside, but of European citizens generally - whose principal role should be that of satisfied consumers at the receiving end of the food chain.

7 Conclusion

The Commission Proposal for a Council Recommendation
 has been referred to the Council and to the European Parliament. It will doubtless be attacked in Parliament by farmers' organisations and by the tobacco industry. Their opposition to any reform may well be reflected - mistakenly, we believe - by many MEPs representing tobacco-farming areas in southern Europe. It is right, of course, that MEPs should seek to protect their constituents' best interests. In this case, it is the Commission's second option that offers the most generous, far-sighted and positive approach towards protecting the real long-term interests of today's tobacco farmers.

Health organisations have long been critical of the Commission on account of the existing tobacco regime. Our objections to tobacco subsidies are summarised in the ten point check list prepared by Luk Joossens (see annexe). The details may have changed over the years (as subventions and quotas have fluctuated, for instance), but the principles are consistent and valid: subsidies should be removed from tobacco and switched to support healthy agriculture.

This is the basis on which we shall continue to campaign for change. Now, however, we find ourselves doing so in support of the Commission's proposals. Phased decoupling (Option 2) is the right way forward.

Andrew Hayes

Association of European Cancer Leagues

for  Campaign for a  smoke-free Europe
Brussels, January 2004

Annexe 

Ten reasons to phase out tobacco subsidies and to reorient support to reward healthy products in the European Union

1 Ambivalent policy (bad for the EU’s reputation)

The huge disparity between the money spent subsidising tobacco and that spent campaigning against smoking suggests ambivalence in the European Union policy towards health goals. 

2 Against health 

Tobacco kills more than 500,000 EU citizens and around 1 million Europeans in total each year. There is no justification for the huge financial support for a product which is so harmful. Support of the Common Agricultural Policy should be oriented to reward healthy products in the first place.

3 Costly

The annual cost of tobacco subsidies is around EUR 1 billion annually. In 2002 the European Union (EU) still subsidised tobacco production to the tune of EUR 963 million.

4 No economic rationale

Subsidies are used for supporting a product with limited commercial value. Subsidies remain by far the greatest main part of farmers’ gross incomes and account for more than 75 % of total receipts farmers obtain from this crop. (Page 7 of the 2003 Communication from the Commission document)

 In the Commission staff working paper “Tobacco regime. Extended impact assessment”, the lack of economic rationale was shown in a manner which is even more convincing. On the one side farmers receive subsidies and have to pay taxes. The support which the farmers receive from the community is subsidies minus taxes. On the other side they gain income from tobacco growing, but have to pay production costs such as wages, rent and interest. The support from the community represents 98% of the total net income of tobacco growers. In the Commission document this is acknowledged in the following way:

“Finally, another interesting conclusion can be drawn from the ratio between the balance of current subsidies and taxes and the net value added: for year 2000, this indicator, which measures the dependence of the agricultural revenues on the public support, is equal to 98% for tobacco producers of the three considered countries, by far the highest value compared to other agricultural sectors.” (Page16-17)

5 Fails to achieve its main objective

Tobacco subsidies were originally intended to encourage farmers to grow commercially valued varieties of tobacco and thus reduce imports. The policy failed to adapt production to demand or reduce imports, resulting in the EU remaining the world’s highest importer of raw tobacco, 540,000 metric tons in 2001.

6 A necessary part of the CAP reform

The EU farm ministers agreed on a reform of the Union's Common Agricultural Policy (CAP) on 26 June 2003. Under the agreement, the EU will introduce a single farm payment system which will no longer be linked to the volume of production. These new "single farm payments" will be linked to the respect of environmental, food safety and animal welfare standards. In the framework of a general policy, it would be difficult not to envisage to phase out tobacco subsidies and to develop alternative source of income and activity to tobacco producers. 

7 Unfeasible with enlargement

If enlargement of the EU were to include the 10 accession countries and the three countries hoping to join (Romania, Bulgaria and Turkey), then expenditure on tobacco subsidies could potentially double, which would be economically and politically impossible.

8 Against free trade 

Direct producer support mechanisms are trade distorting and should disappear as part of the global World Trade Organisation negotiations. Trade ministers from Africa and other developing countries have warned the EU in July 2003 that there can be no successful conclusion to the new WTO round unless Europe agrees to greater cuts of its farm subsidies.

9 Unfair to developing countries 

Tobacco farmers in developing countries don’t receive subsidies. Public support makes up 98% of the income of the European producers and remains unfair to developing countries.

10 Consistent with the Framework Convention on Tobacco Control

The FCTC calls for diversification away from tobacco farming, towards alternative crops or alternative livelihoods. Countries moving to ratify the Convention should be exploring ways to divest their tobacco farming interests. Tobacco subsidies completely contradict this basic objective.
Luk Joossens 

Consultant to ECL/UICC November 2003
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