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ABSTRACT

Integration links in the European Union are particularly strong in agriculture and in this sector joint actions
have brought the most visible effect — the implementation of the common agricultural policy. The concept of
European Added Value (EAV) can contribute to understanding and assessing the relevance of the CAP to the
European Union. The CAP is one of the few EU policies which is chiefly implemented at the EU level and
closely linked to the subsidiarity principle, according to which the EU takes on tasks which it can implement
more effectively than the Member State governments and regions. EAV derived from the CAP has its own
specificity. It creates new values in rural areas and agriculture, but also provides economic, social and envi-
ronmental effects beyond agriculture. A couple of new values and effects are exemplified in the present paper.
It shows the CAP’s contribution to other areas as well as to the UN’s sustainable development objectives.
Further research studies on Added Value can contribute to the theory of regional economic integration.
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INTRODUCTION

The question what the common agricultural policy
owes its success to, is an interesting research issue.
Undoubtedly, the constant adaptation of the Common
Agricultural Policy to the changing world is one of
the reasons. Its evolution and policy achievements to
date are illustrated well by the EC Communication
of November 2017 entitled ‘The Future of Food and
Farming’, announcing further reforms of the CAP
after 2020 (European Commission, 2017a).

The EC Communication highlights the key role of
the CAP in the development of an integrated single
market for EU agricultural products, which is reflect-
ed in providing consumers with food of proven qual-
ity. Direct payments introduced under the CAP (the

principal aid instrument for farmers) provide income
support to farms, affecting their viability and competi-
tiveness. These effects are also reinforced by the CAP
market measures. Rural development support measures
(Pillar IT under the CAP), in turn, contribute — through
targeted operations — to rural economic development,
i.a. through support for investments, organisation of
farmers and strengthening the food chain, develop-
ment of farmers’ skills and knowledge transfer, as well
as through environmental/climate change combatting
measures and new non-agricultural jobs.

Thanks to the efforts of the EU’s agricultural and
food processing sector as well as adequate trade poli-
cies and promotion strategies under the CAP, the EU
is the world’s largest exporter of agri-food products.
At the same time, products which do not meet certain
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food safety standards and animal welfare criteria are
not allowed to enter the EU. According to the Com-
munication, the CAP is also planned to contribute to
tackling migration issues. It will stand for agriculture-
related trainings and projects in migrants’ origin and
transit areas as well as assistance provided to legal
refugees to enable their settlement in EU countries
and integration into rural communities. As it can be
perceived, the CAP supports present day challenges,
not necessarily directly related to agriculture. Out of
the 17 sustainable development objectives by 2030
promoted by the UN, 12 are directly or indirectly im-
plemented through the Common Agricultural Policy
(Fig. 1). Thus, this is undoubtedly a policy of the fu-
ture, which for 60 years has fostered the development
of agriculture and rural areas and — through care for
the environment and provision of food — the entire
societies in the European Union.

However, how come the CAP manages to operate
on so many levels with its effects not only in the ag-
ricultural sphere? And here, the concept of European
Added Value (EAV) can be applied.

The objective of this paper is presentation of the
European Added Value category and its manifesta-
tions in the economic life of the Community. Es-
pecially pronounced effects of EAV are being seen
in the broadly defined agricultural and rural devel-
opment sphere of the EU countries. The European
value shows its external effect through collective
actions within the Common Agricultural Policy.
Recognition of the EAV category and its different
forms and areas (agricultural included) serves as an
introduction to further, broader and deeper research,
concerning driving forces behind the world integra-
tion processes.

THEORETICAL BACKGROUND

Generally, European Added Value means an added
value (benefits) derived from actions (policies) im-
plemented at the European level compared to the ef-
fects which would be achieved by separate policies of
individual Member States within a given area (RAND
Corporation, 2013).
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Figure 1. Sustainable development goals

Source: European Commission (2017a).
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The concept of European Added Value (EAV)
can contribute to understanding (and assessing) the
relevance of the CAP to the European Union. The
CAP is one of the few EU policies which is chiefly
implemented at the EU level and closely linked to
the subsidiarity principle, according to which the EU
takes on tasks which it can implement more effective-
ly than the Member State governments and regions
(Ministerstwo Rolnictwa i Rozwoju Wsi, 2017).

Looking for the origins of European Added Value
(EAV), it is necessary to go back to 1992/1993 and
the Maastricht Treaty establishing the European Un-
ion. The concept of EAV derives from three princi-
ples: subsidiarity, proportionality and additionality,
the first two are enshrined in Article 5 of the Treaty
(RAND Corporation, 2013) and then further con-
strued in a specific protocol (Protocol No 30).

According to the principle of subsidiarity, in areas
which do not fall within its exclusive competence, the
EU starts operating only if and in so far as the ob-
jectives of any intended action cannot be sufficiently
achieved by the Member States, either at the central
level or at the regional and local level, and can there-
fore, by reason of the scale or effects of this action,
be better achieved by the EU. In accordance with the
principle of proportionality, the scope and form of ac-
tion undertaken by the EU do not go beyond what
is required in order to achieve the objectives of the
Treaties.

The Protocol No 30 to the Treaty states that, for
the Community action to be justified, the principles
of subsidiarity and proportionality must be attained:
the objectives of any intended action cannot be suf-
ficiently achieved by the Member States within the
framework of their national constitutional systems,
and can therefore be better attained by action at the
Community level.

The potentiality of EAV derives fromrespecting the
above principles. However, the concept of Added Val-
ue is broader than both. Subsidiarity and proportion-
ality are intended to give legitimacy to action under-

taken by the EU in the legal sense. One aspect of how

EAV is manifested comes to its economic relevance.

The condition of its formation and the type of value

created are important here. The creation of EAV is also

not limited by the EU’s borders. New value can be
created, for example, in the form of development aid.

The concept of European Added Value was
strongly emphasised during the discussion on the EU
budget for 2014-2020. According to the European
Commission, EAV can be best defined to be a value
‘additional to the value created by actions of individ-
ual Member States’ (European Commission, 2014).

At the same time, European Added Value was
highlighted in the theory of regional economic inte-
gration (Robson, 1998), while analysing externalities.
European Added Value is a value which comes from
the fact that an individual action is not undertaken at
the Member State level but at the EU level. The mere
establishment of a common approach for dealing with
a given issue can be considered an added value, since
it creates a single framework for action and ensures
the operation of the EU single market, which is con-
sidered as an example of EAV. The specific structure
of trade in the EU Member States, where the trade
in goods with other EU countries is higher than the
one with third countries (Gorzelak et al., 2017) is also
considered a manifestation of added value.

However, it can be concluded that EAV is not a
mere added value. In fact, EAV is an manifestation
of the synergy effect, i.e. cooperation at the regional
level®. Currently, EAV has been increasingly identi-
fied with the synergy effect (European Commission,
2017b) .

Community-level actions form EAV because:

— Many elements are of a cross-border nature, i.e.
they concern other sectors. For example, the CAP
is linked to the Single Market, which in turn de-
pends on global markets. Climate, water and air
quality issues are clearly of a cross-border nature.

— Actions on common issues are more effective when
undertaken at a higher level of centralisation.

2 Synergy (synergy effect, gr. ovvepyia ‘cooperation’) — interaction/cooperation of various factors, the effect of which is
higher than the sum of individual separate operations. As a result of synergy, for example, merged companies generate
a higher profit than the sum of profits of individual companies before their merger. The main reasons for synergies are:
reduction of costs and increase in the sales of each company (Corning, 2003).
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— The shared budget builds solidarity. Thus, projects
can be implemented in the Member States or re-
gions, even where there is a lack of local funding
there.

Just in the case of the budget it can be assumed
that these funds bring more benefits than if they were
spent by individual Member States. Here the theory
of ‘fiscal equivalence’ can be applied (Olson, 1969).
According to it, state-level structures should be or-
ganised in such a way that, when the state provides a
public good, there should be convergent interests of
beneficiaries, decision-makers and taxpayers. If this
is the case, there are no cross-border (negative) exter-
nal effects and public goods are provided efficiently.

Thus, it can be argued that European public goods
should be provided at the EU level (ECORYS, CPB,
IFO 2008; Collignon, 2011). It refers to, among others:
— border control,

— defence policy,

— internal security,

— regulations on the common market,

— trade and competition policy,

— environment, combatting climate changes, energy
policy;

— R&D and education policy.

It can even be argued that the European integra-
tion creates new European public goods which can
only be provided effectively at the European level.
They include, for example: lowering trade barriers,
migration policy, flows of production factors. It can
also be proved that managing the implementation of
tasks from the EU level lets the Member States to
achieve better results than their all actions at the na-
tional level and above all to reduce (save) resources.
This is when EAV is created (Heinemann, 2011).

MATERIALS AND METHODS

The paper is based on the analysis of the literature in
the field and the European Union documentation. The

analysis starts with a clarification of the concept of Eu-
ropean Added Value followed by tracking the process
of interest into this phenomenon. Subsequently, EAV
and its creation under the EU Common Agricultural
Policy actions and measures was discussed. On these
grounds, some general conclusions have been drawn.

RESULTS AND DISCUSSION

European Added Value implemented under the CAP

has its specificity:

— It creates new values in rural areas and agriculture

— It generates economic, social and environmental
effects also beyond agriculture.

Point 1. The CAP pursues the objectives specified
in the Treaty of Rome, among which food security for
Europe is crucial. The CAP provides affordable food
to consumers, bringing household expenditure on food
(and non-alcoholic beverages) in the EU down gradu-
ally to 12.3% of total expenditure in 2014 (compared
to over 30% in the 1960s) (Eurostat, 2017). This is
undoubtedly an added value. Similarly, the EU saves
€23 billion a year compared to the case without the
CAP (RAND Corporation, 2013)>. The common ag-
ricultural policy plays the role of a guarantor of the
European agricultural model, which is a relevant so-
cial asset. Without the CAP, many European countries
could quickly concentrate and intensify their agricul-
tural production (such as the USA) and set up indus-
trial-scale agricultural businesses with all its social
and environmental effects. Apart from food security,
the Common Agricultural Policy now provides EU
citizens with access to a wide range of agricultural
public goods (Cooper, Hart and Baldock, 2009; Insti-
tute for European Environmental Policy, 2011), such
as: appropriate state of the natural environment (in-
cluding water and air quality, soil functionality), vital-
ity of rural areas, animal welfare, landscape elements
and structure or biodiversity. Many of these goods are
‘non-marketable’ and of cross-border character (e.g.

® In the case study conducted for 21 Member States covered by the CAP, the authors of ‘The European Added Value of EU
Spending: Can the EU Help its Member States to Save Money?’ stated that from 2007 onwards, the likely national agri-
cultural policies (in case of no CAP) would exceed the CAP expenditure. Expenditure by the national agricultural policies
could be EUR 23 billion higher than that of the CAP alone in 2010. Vide The European Added Value of EU Spending: Can
the EU Help its Member States to Save Money? RAND Corporation (2013).
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air quality, climate, water). They make an integral part
of the high standard of EU citizens’ living and one of
the key elements of the integrated approach to public
health. The CAP facilitates effective prevention and
reduction of negative effects of natural and climatic
phenomena and crises related to plant and animal
diseases, which occur more and more often in recent
years and affect more than one EU Member State.

Point 2. The CAP is not just a sectoral policy any
more. Further reforms of this policy, taking advan-
tage of the multi-functionality of agricultural activi-
ties, have included — within the CAP — various EU-
relevant areas, among others the ones related to en-
vironmental protection (e.g. combating biodiversity
loss) or preventing climate changes.

In the forthcoming financial perspectives, under
the Treaty objectives, the CAP will pursue the priori-
ties set for the whole EU, as set out in the political
process. For 2014-2020 they are:

— cost-effective food production;

— sustainable management of natural resources and
climate-driven actions;

— ensured sustainable territorial development.

The CAP has been playing an increasing role in
the introduction of a new economic model in the EU

i.e. the closed-loop economy, as an alternative to the
linear economic model (‘we produce, use and dis-
pose of”). The CAP also sets up a common frame-
work for the operation of the agricultural sector in the
EU (Marinello, Sapir and Terzi, 2015). The absence
of the CAP would prevent the emergence of an ef-
ficient common agri-food market in the EU because
the Member States would compete with one another
with the level of their support for agriculture, which
could also lead to increased expenditures in their na-
tional budgets for agriculture (RAND Corporation,
2013). Competition disturbances would result from
differences in the level of aggregated budget support
and the measures applied.

The operation of the single market is also facili-
tated by the quality standards of agri-food products
introduced by the CAP. The absence of common
food safety and quality standards would significantly
impede trade within the European Union. The CAP
provides (in fact irreplaceable) cross-border pub-
lic goods at the EU level. The CAP also effectively
counteracts the external effects of agricultural ac-
tivity and protects European citizens against global
threats. The creation of added value in various areas
is shown in Figure 2.
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Figure 2. Contribution of the CAP funds to various spheres of activity

Source: European Commission (2017a).
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CONCLUSIONS

The CAP is active on many economic and social levels
also beyond agriculture. It can be said that its effective
operation is made possible by the creation of European
Added Value (EAV). According to many researchers,
EAV is created through actions undertaken in the field
of regional integration. It is also an effect of synergy.
EAV is an interesting concept in cognitive terms. It
is created not only in agriculture, but also wherever
there is any joint action at the Community level. Tak-
ing the European Union as a model, it can be analysed
whether such added value is created in other emerg-
ing economic groups being at various stages of their
integration development. If the answer was positive,
it would confirm the hypothesis that the creation of
added value is a universal process, directly resulting
from integrative operations. Going further, it could be
argued that the effect of added value is the third effect
(next to the two known from the theory of economic
integration: trade creation and trade diversion effects),
resulting from the creation of integration links.
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