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Fact Sheet 
 
 
CAP reform 
 
The Common Agricultural Policy (CAP) was first introduced in 1962, to ensure that 
Europe had secure food supplies at affordable prices. But it generated unwanted surpluses 
of some products such as beef, barley, milk and wine. Also, the subsidies paid to 
European farmers were distorting world trade. So the European Commission began 
reviewing the CAP in 1999. The EU agreed further reforms in 2003, with the emphasis 
on high-quality farm produce and animal-friendly farming practices that respect the 
environment and preserve the countryside.  
 
 
Rebate 
 
Due to circumstances in the 1970s and early 80s, when the UK was one of the poorer 
Member States, it was agreed that the UK would receive a rebate on its contributions to 
the EU budget, since it received much less than it paid into the EU budget. The 
Fontainebleau principle, named after the 1984 Fontainebleau Summit where the UK 
rebate or ‘correction’ was agreed unanimously, accepts the principle that all Member 
States whose net contribution exceeds a certain level could enjoy a rebate. Rebate implies 
that a Member State is paid back a certain percentage of its net contribution. 
 
EU Budget 2006 
 
The budget is divided in to the following categories 
 

Income  Expenditure  
    
Unspent from previous years  1% Competitiveness/Cohesion  39% 
A uniform rate applied to Gross 
National Income  

13% Administrative expenditure  6% 

Duties (e.g. customs, 
agricultural)  

72% Environment  11% 

VAT revenue  14% Agriculture  36% 
  Citizenship  1% 
  Global Partner  7% 
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