European Agricultural Fund for Rural
Development (EAFRD): support for rural
development 2014-2020

2011/0282(COD) - 12/10/2011 - Legidative proposal

PURPOSE: to reform the Common Agricultural Policy (CAP) after 2013 (support for rural devel opment
by the European Agricultural Fund for Rural Development (EAFRD).

PROPOSED ACT: Regulation of the European Parliament and of the Council.

BACKGROUND: the Commission presents a set of regulations laying down the legislative framewor k
for the CAP in the period 2014-2020. The current reform proposals are based on the Communication on
the CAP towards 2020 that outlined broad policy optionsin order to respond to the future challenges for
agriculture and rural areas and to meet the objectives set for the CAP, namely (1) viable food production;
(2) sustainable management of natural resources and climate action; and (3) balanced territorial
development.

A common theme that has emerged throughout this processis the need to promote resource efficiency
with aview to smart, sustainable and inclusive growth for EU agriculture and rural areasin line with the
Europe 2020 strategy, keeping the structure of the CAP around two pillar s that use complementary
instruments in pursuit of the same objectives.

e Pillar | coversdirect payments and market measures providing a basic annual income support to
EU farmers and support in case of specific market disturbances.

e Pillar Il coversrura development where Member States draw up and co-finance multiannual
programmes under a common framework.

The framework set out in the Commission proposal for the multiannual financial framework for the years
2014-2020 (MFEF) proposal foresees that the CAP should maintain its two-pillar structure with the budget
for each pillar maintained in nominal terms at its 2013 level and with a clear focus on delivering results on
the key EU priorities.

e Direct payments should promote sustainable production by assigning 30% of their budgetary
envelope to mandatory measures that are beneficial to climate and the environment.

e Payment levels should progressively converge and payments to large beneficiaries be subject to
progressive capping.

¢ Rural development should be included in a Common Strategic Framework with other EU shared
management funds with a reinforced outcome-orientated approach and subject to clearer, improved
ex-ante conditionalities.

e Finally, on market measures the financing of the CAP should be reinforced with two instruments
outside the MFF: (1) an emergency reserve to react to crisis situations; and (2) the extension of the
scope of the European Globalization Adjustment Fund.

On this basis, the main elements of the legidative framework for the CAP during the period 2014-2020
are set out in the following regulations:
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e Proposal for a Regulation of the European Parliament and of the Council establishing rules for
direct payments to farmers under support schemes within the framework of the common agricultural
policy (‘the direct payments regulation’);

¢ Proposal for a Regulation of the Eur opean Parliament and of the Council establishing a
common organisation of the marketsin agricultural products (Single CMO Regulation) (‘the
Single CM O regulation');

e Proposal for a Regulation of the European Parliament and of the Council on support for rural
development by the European Agricultural Fund for Rural Development (EAFRD) (‘the rural
development regulation’);

e Proposal for a Regulation of the European Parliament and of the Council on the financing,
management and monitoring of the common agricultural policy (‘the horizontal regulation’);

e Proposal for a Council Regulation determining measures on fixing certain aids and refunds related
to the common organisation of the markets in agricultural products,

e Proposal for a Regulation of the European Parliament and of the Council amending Council
Regulation (EC) No 73/2009 as regards the application of direct payments to farmersin respect of
the year 2013;

e Proposal for a Regulation of the European Parliament and of the Council amending Council
Regulation (EC) No 1234/2007 as regards the regime of the single payment scheme and support to
vine-growers.

The rural development regulation builds on the proposal presented by the Commission on 6 October 2011
that sets out common rules for all funds operating under a Common Strategic Framework. A regulation
will follow on the scheme for most deprived persons, for which funding is now placed under a different
heading of the MFF.

In addition, new rules on the publication of information on beneficiaries taking account of the objections

expressed by the Court of Justice of the European Union are also under preparation with aview to finding
the most appropriate way to reconcile beneficiaries right to protection of personal data with the principle
of transparency.

IMPACT ASSESSMENT: the thr ee scenarios elaborated in the impact assessment are:

¢ an adjustment scenario that continues with the current policy framework while addressing its most
important shortcomings, such as the distribution of direct payments,

® an integration scenario that entails major policy changesin the form of enhanced targeting and
greening of direct payments and reinforced strategic targeting for rural development policy in better
coordination with other EU policies, aswell as extending the legal base for a broader scope of
producer cooperation; and

e arefocus scenario that reorients the policy exclusively towards the environment with a progressive
phasing out of direct payments, assuming that productive capacity can be maintained without
support and that the socio-economic needs of rural areas can be served by other policies.

The impact assessment concludes that the integration scenario is the most balanced in progressively
aligning the CAP with the EU's strategic objectives. It will also be essential to develop an evaluation

framework to measure the performance of the CAP with a common set of indicators linked to policy

objectives.

LEGAL BASIS: Article 42 and Article 43 of the Treaty on the Functioning of the European Union
(TFEV).

CONTENT: the proposed rural development Regulation builds on the strategic approach introduced in
the current period, which has had a positive impact with Member States developing strategies and
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programmes on the basis of a SWOT (strengths, weaknesses, opportunities and threats) analysis to best
tailor intervention to national and regional specificities. The new delivery mechanism aims at reinforcing
the strategic approach —among other things by setting clearly defined common priorities for rural
development at EU level (with associated common target indicators) as well as by making the necessary
adjustmentsin light of experience gained to date.

The proposed Regulation also includes the European Innovation Partner ship on Agricultural
Productivity and Sustainability which isaimed at promoting resource efficiency, building bridges
between research and practice and generally encouraging innovation. The partnership acts through
operational groups responsible for innovative projects and is supported by a network.

In this context, rural development policy retains the long-term strategic objectives of contributing to the
competitiveness of agriculture, the sustainable management of natural resources and climate action and
the balanced territorial development of rural areas. In line with the Europe 2020 strategy, these broad
objectives of rural development support for 2014-2020 are given more detailed expression through the
following six EU-wide priorities:

fostering knowledge transfer and innovation in agriculture, forestry and rural areas;

enhancing competitiveness of all types of agriculture and enhancing farm viability;

promoting food chain organization and risk management in agriculture;

restoring, preserving and enhancing ecosystems dependent on agriculture and forestry;

promoting resource efficiency and supporting the shift towards a low-carbon and climate-resilient
economy in the agriculture, food and forestry sectors;

e promoting social inclusion, poverty reduction and economic development in rural areas.

Within the overall framework of the CAP, support for rural development shall contribute to achieving the
following objectives:

e the competitiveness of agriculture;
¢ the sustainable management of natural resources, and climate action;
e abalanced territorial development of rural areas.

One should also note that the current cooperation measure is significantly reinforced and extended to
support awide range of types of cooperation (economic, environmental and social) between awide range
of potential beneficiaries. It now explicitly covers pilot projects as well as cooperation crossing regional
and national borders. Leader and networking approaches will continue to play akey role, in particular for
the development of rural areas and the spreading of innovation. Support through Leader will be consistent
and coordinated with the support for local development from other EU shared management funds. A prize
for local innovative co-operation projects will support transnational initiativesin favour of innovation.

Lastly, arisk management toolkit including support to mutual funds and a new income stabilization
tool offers new possibilities to deal with the strong volatility in agricultural markets that is expected to
continue in the medium term.

BUDGETARY IMPLICATION: in current prices, it is proposed that the CAP should focus on its core
activitieswith EUR 317.2 billion allocated to Pillar | and EUR 101.2 billion to Pillar |1 over the 2014-
2020 period.

The Fillar | and Pillar 11 funding is complemented by additional funding of EUR 17.1 billion consisting
of:

e EUR 5.1 hillion for research and innovation,
e EUR 2.5billion for food safety and



® EUR 2.8 billion for food support for the most deprived persons in other headings of the MFF,

e EUR 3.9 billionin anew reserve for crisesin the agricultural sector,

e upto EUR 2.8 hillion in the European Globalization Adjustment Fund outside the MFF, thus
bringing the total budget to EUR 435.6 billion over the 2014-2020 period.

The total budget to EUR 435.6 billion over the 2014-2020 period.

Distribution of support among Member States: it is proposed that all Member States with direct
payments below 90% of the EU average will see one third of this gap closed. The national ceilingsin the
direct payments regulation are calculated on this basis.

Rural development aid: thisis based on objective criterialinked to the policy objectives taking into
account the current distribution. Asisthe case today, less developed regions should continue to benefit
from higher co-financing rates, which will also apply to certain measures such as knowledge transfer,
producer groups, cooperation and Leader.

Lastly, some flexibility for transfers between pillarsisintroduced (up to 5% of direct payments): from
Pillar I to Pillar 11 to allow Member States to reinforce their rural development policy, and from Pillar Il to
Pillar | for those Member States where the level of direct payments remains below 90% of the EU average.

DELEGATED ACTS: the proposal contains provisions empowering the Commission to adopt delegated
acts in accordance with Article 290 of the Treaty on the Functioning of the European Union.
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