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1 Executive Summary

Is the CAP fit for purpose? Key findings:

Agricultural landscapes in the EU are undergoing fundamental chandasdiruse, farm structureand
management and these in turn impose soeaonomic and environmental impacts. It is often difficult to
isolate the impacts of the Common Agricultural Policy (CAP) from othactow drivers, but a large
number of studies attempt to do so. The littwmae indicates that the CAP hasinor effect on landuse
changes mostly reinforcing existing trends. CAP seemsltaw down the speed of changes in farm
structure (increase in farm size) but provides insufficient support for maintaining small f&tfests on

farm management are mixedas the CAP both supports intensification and enhanced agrochemical use
(especially in new Member States (MSs)) and limits them by regulations and financial incentives-like Agri
EnvironmentClimate Measures (AECM).

Socieeconomic performance of the CAP:
Effectiveness is mixedCAP has a positive effect in supporting farm incomes. Direct Payments

(DP), however, create dependencies on subsidies, influence some production decisions, and
reduce farm efficiency. Market distortis have been reduced and integration into wenhdirkets

is improved (so that prices now follow global markets), but consequently farmers are more
exposed to risks of high price volatility.

Efficiency is very low Distribution of direct payments (DP) is g inefficient and poorly
justified. There is no clear link between objectives and instruments. There are insufficient or
missing indicators on farm incomes and assets of farm household, and consequently, no
indication that DP reach those farmers needmgpport. Payments are insufficiently targeted to
lower income farm households, and leak from the farming sector to land rent. The efficiency of
the rural development programmes is mixed.

Internal coherence is lowContradictory objectives and conflictingstruments weaken policy
design and implementation. Insufficient indicators and monitoring makes some -trisleand
conflicts between CAP instruments rtlansparent. Contradicting policy instruments such as DP
that are decoupled or recoupled to produati, combined with too high flexibility at the national
level, undermine effective implementation of GedPgets especially in pillar I.

External coherence depends on the policy field assesdeat: trade policy, there are synergies
with trade liberalisationdue to decoupling and reduce public interventigkccess to EU markets
has improved for middle income neBU countries, but a negative effect through an erosion of
preferential trade is noted for least developed countries. There is a shift in the typedd
barriers toward market standards. We observed a relative coherence with cohesion policy. Still,
there is little coherence with respect to nutrition (food policies) and health as well as sustainable
consumption.

10



Relevance is lowObjectives are unckr and partly fulfilled or outdated for instance, enhancing

agricultural productivity (Obj 1) relates to pestar Europe and can be considered as already

fulfilled and largely outdated within the EU. Public demand for food quality instead of cheap food

is not reflected. Direct payments for income support are strongly questioned, insufficiently
monitored, and do not match public preferences. Public acceptance has eroded. Indicators have
NEOSyidGfte o0SSy dzZJRIFGSR odzi Saas s hdusehold)yardh OF G 2 N
wellbeing remain weak or missing.

EU added value is mixed’he CAP has an added value for market issues, for a uniform legal
FNIYSG2N] GAGKAY GKS 9! | LRAAGAGBS O2y i NR O dzi )
balanced territoral development. We found no evidence of an economic added value of the CAP
compared to national policies. CAP is insufficiently adapted to local-sooimomic contexts and

needs (e.g. accessibility to funding by smallholders), particularly with regaf o6 a { & Q
conditions.

Environmental performance of the CAP:
Effectiveness is mixed at local levels but low at the EU levihere are local and regional
successes of targeted CAP instruments (primarilyeagrironmentclimate measures, AECM), but
they fail to scale up to the EU level and the CAP as a whole. Main inhibitors are limited budget,
low uptake, and poor design and implementation of AECM. Greening design and implementation
is insufficient to reverse negative trends due to broad exemptions, kguirements for crop
diversification, lack of management criteria and the inclusion of ineffective options for Ecological
Focus Areas (EFA), comprising 75% of EFA area. Climate measures are insufficient, hardly
targetinglivestock production and nitrogereftilizer use ashe main sources of greenhouse gas
(GHG) emissions. Effects on soil and water are partly positive, partly negative.
Efficiency is very lowThe largestnvestmens aremade into the least effective measures from a
biodiversity perspectiveThe expansion of agenvironment measures (AEM) to include climate
action (now AECM) yet with concomitant budget erosion has reduced their efficiency.
' RYAYAAOGNY A DS o0dzNRSya oAl a FTFENYSNEQ OK2A0Sa i
EFA ogbns that offer no return (i.e. no environmental improvement) for the greening
investment. A comparison between regulatory law and direct payments for ensuring minimum
ecological requirements for agriculture illustrates thiagulationis generallymore eficient than
subsidies.
Internal coherence is lowConflicting CAP objectives (production versus conservation) weaken
internal coherence. Notransparent tradeoffs occur due to absence of specific indicators and
monitoring. Competition between greening G@rAECM, both in terms of budget and actual
implementation, has eroded AECM. The potential for botigm integration of farmers,
stakeholders and the public is largely unfulfilled.
External coherence is lonComplementarity in terms of objectives existslwthe Nitrate and
Water-Framework Directive. Some environmental standards are employed through Cross
Compliance (CC). Overall, however, insufficient implementation maintains conflicts between the
CAP and key policies for biodiversity (CBD, Nature Diesgtand climate (UNFCCC, emissions
trading). Global footprint effects due to EU consumption and feedstock imports remain largely
ignored.
Relevance is mixedNew environmental priorities are clearly relevantlayge segments athe
public but are not yetresolved. Appropriate indicators to support policy assessment and

11



outcomes are often still weak or missing and monitoring is insufficient. The CAP does not take up
the most updated criteria, tools and knowledge to address environmental isBubkc conerns

over animal welfarén many parts of the Ebre weakly addressed.

EU added value is mixedEUwide environmental standards and requirements exist. Flexibility
allows for adjustment to national/local conditions but weakens overarching goals and
achievenents, as well as the commonality of the policy, due to variations in natlemal design

and implementation. Ovesimplistic thresholds (e.g. for crop diversification) do not match
conditions in most MSs, i.e. in southern, central and eastern Europe.

(@13
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Socieeconomic SDGs:

0 The CARcontributes to achieving SDG 1 (no poverty) and SDG 2 (zero hunger) inside the EU.
However, food security or extreme poverty are no longer centrallehges in most of the EU.
Effects of the CAP outside of the EU have improved considerably but remain complex and mixed.

0 While the CAP supports the expansion of organic farming, it also supports other, unsustainable
farming systems, thereby stronglimiting its potential contribution to achievingSDG 8(green
growth).

0 Availability of CAP subsidies supports (more) balanced territorial development, areas with natural or
other specific constraints are supported and young farmers receive special support.
Notwithstanding, the CAP doesot adequately contribute to achieving SDG 1@educed
inequalities) due to the highly unequal allocation of payments, and remaining low accessibility of
funding for smallholders.

0 The CARnakes insufficient contributes t&DG 1Zresponsible consumption and productior@nd is
inadequate in addressing SDG 3 (good health and wellbeirdiallenges of overproduction and
waste remain an issue. The CAP lacks the mechanisms to address unhealthy diets, obesity, and
health issues relatimto these, and animal products receive an epsgportionally high funding.

Environmental SDGs

0 Although designated instruments such as AECM and CC offer the potential to a8B®@s8 (clean
water) and SDG 15 (life on landheir budget and extent aréoo limited to reverse overall trends
of environmental degradation and biodiversity loss. AECM have eroded in the last reform, whereas
the design and implementation of greening measures is too weak to address these SDGs.

0 Although the CAP includes instrants with respect to climate, they address neither key sources of
GHG nor global exports of laude changes. CAP is therefameapable of achieving SDG 13 (climate

action).

Key emerging lessons

The CAP has gone through a series of reforms since ¥fing to better market integration
and coherence with (some) development goals. The introduction of decoupled Direct Payments
(DP) has resolved various challenges but created new inconsistencies within the CAP.

12



Current trends and CAP's performance inticthat sustainability, along the axes of social,
ecological and environmental dimensiofiss not been achieved and is unlikely to be achieved
under current conditions.

CAP does not adequately address the most relevant S&sociated with it, namely SD&
(Good health and wellbeing), SDG 6 (clean water), SDG 8 (Green Growth), SDG 10 (reduced
inequalities), SDG 12 (responsible consumption and production), SDG 13 (climate action) and SDG
15 (life on land). Even SDG 1 (no poverty) and SDG 2 (zero hungehpbeaging if examined

from a global perspective beyond Europe.

While distortions of global marketshave beenreducedsuccessfully the EU'sgglobal ecological
footprint keeps growingand is not addressed adequately by the CAP.

CAP lacks a cleaet of nternally and externally coherent, overarching, wjeBtified objectives

as well asinstruments and indicatorsaligned with them. This hampers effectiveness and
particularly efficiency.

Interactions between policies and stakeholders, and impacts on dewego countries,
demonstrate that policy fields are interdependefibe CAP lacks policy packages that would link
diverging objectives and instruments.

Direct Paymentsas income support receive the largest budget allocation without sufficient
justification or clear links to CAP objectives. High criticism is also directed towards inefficiency
and inequity of DP distribution, whidR2 y 234G NBFE SOG FI N¥SNAQsYySSRA
expressed for example in the 2017 Public Consultation.

¢KS /!t Qan sBall TaBrOtibkers are of high importancéor socieeconomic and
environmental success, particularly in Eastern Europe.

Theenvironmental engagement of the CAP is insufficignthalt environmental degradation, the
decline of biodiversity and ecosysteservices in the EU, and to cope with the challenges of
climate change, with consequences for farming and farmers in terms of enhanced risks.

Available knowledge is often poorly incorporateitito the CAP design and implementation, for
example through laclof landscapdevel and communitftargeted implementation to improve
sociceconomic and environmental performance, neglecting opportunities for GHG reduction, or
the design of greening measures with insufficient uptake of existing knowledge and experience
from AECM.

Administrative burdensrepresent important barriersfor successful implementation, especially

in the area of biodiversity.

Power struggles among interest groupsduce the effectiveness, efficiency and coherence, and
seem to hamper public acceptee of the CAP.

Introduction

The next CAP reform will shape the p@8R20 CAP. In preparation for its negotiations, the European
Commission (EC) conducted a Public Consultation which gathered over 330,000 views and opinions about
the potential modernisatin and simplification of the CAP. In addition, EC is currently conducting an
Impact Assessment, which, according to previous exercises, seeks to examine alternative scenarios for the
future CAP. However, so far, the CAP has never gone through a systewvidigocebased evaluation or a
GFAlySaa OKSOléd {dzOK | LINRPOSaasx LINRPOfIFIAYSR o6& 9/
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has been used for other policy fields (e.g. Nature Directives), but so far not for the CAP. Such an evaluation
seems prticularly important given the intensity of political negotiations, under contrasting requests by
opposing stakeholders. It is fulfilled neither by the public consultation (which harvested opinions rather
than evidence) nor the upcoming Impact Assessment.
¢tKAa ailddzReé (GKSNBF2NBE O2YLIX SYSyia OdzNNByid | OGABAGAS
hitherto. We provide arevidencebased Fitnes€heck of the CARiming to
O2YLIAES SOARSYOS 2y GKS /!'tQa AYLI Ola 2y 2dzNJ a:
assess whether the CAP fulfils its objectigsx(J); and
SOFfdzr S GKS OF LI OAGE 2F GKS /!t G2 O2y(iNROdziS
Goals (SDGEig. 3, which the EU endorsed in 2015.

Box 1: The eight key objectives of the Common Agricultural Policy (CAP)

Article 39 of the Treaty of the functioning of the European Union (2009; own highlight&d)JS
that the objectives of the Common Agriculturali®y shall be:

1. toincrease agricultural productivity by promoting technical progress and by ensuring the rat
development of agricultural production and the optimum utilisation of the factors of productiq

in particular labour;
2. thus to ensure a fastandard of living for the agricultural community, in particular by increasir

the individual earnings of persons engaged in agriculture;
3. to stabilise markets;
4. to assure the availability of supplies;
5. to ensure that supplies reach consumers at reasonalleps & @ ¢

In 2010 the European Commission delineated new overarching objectives (EC 2010):

6. Viable food productionincluding contributing to farm incomes, improving the competitiveness
the sector and compensate for natural constraints;

7. Sustainable maagement of natural resources and climate actioimcluding support for the
provision of environmental public goods, fostering green growth through innovation, pursing cli
change mitigation;

8. Balanced territorial development including the support fo rural employment, promoting
diversification, improving rural economy and allowing for structural diversity.

.80l dzaS (KS GKNBS ySg 202S0iA0Sa KI@S yz2i 4

In order to generate a strong knowledge base to address these questions, this study focused on a desk
oFraSR FtylfteaAra dzaAy3da | aGNILAR SPHARSyOS laaSaavySyd
Production of Qick Scoping Reviews and Rapid Evidence Assessments: A How to Guide").

The first stage of the assessment aimed to compile the evidence base. It was conducted between January

and July 2017 and included a series of online meetings and two workshops. Weishsthb&n
interdisciplinary scoping committee comprising 18 members; defined key questions, evaluation criteria,

14



and SDGs to target; and delineated the methods of literature search and a working protocol, addressing,
for example, inclusion and exclusionteria.

We searched available literature covering seetmnomic and environmental aspects, trying to achieve a
balanced knowledge base both thematically and geographically. We separated publications addressing
baseline phenomena and trends relating to agtiure in general, from those providing a direct evaluation

of the CAP, its instruments and impacts. Our assessment includedeaewed scientific literature from
20062017 (i.e. after the Fischl&keform of 2005), as well as reports and additionabgaturces such as
Eurostat, FAOSTAT, and national/EU/EC reports and data.

As a result, two databases were built. The first database lists all publications potentially relevant for the
assessment, while the second database corresponds to the outcome of-depth assessment of a
subset of relevant publications. Evidence was collated into thdepth database either by our team, or

via an online survey that was open for inputs between March and July 2017. The call for evidence was
spread among many hundredf experts across Europe and also linked to thdugded EKLIPSE project.

LY 2NRSNJ G2 OFdGS3I2NmRasS GKS O2ttliSR Sorm&y®ysSs 4S
adopting six evaluation criteria for the CAP:
1. Effectiveness Do the CARlesign, instruments, and implementation contribute to meeting its
objectives?
2. Efficiency Are the costs reasonable and in proportion to the benefits achieved, also compared to
alternative mechanisms? Are the investments vpdéiced and distributed?
3. Internal CoherenceDo CAP objectives and instruments complement or conflict with each other
in supporting its objectives and implementation?
4. External CoherenceDoes the CAP support, complement, or conflict (with) other EU and
international policies in terms afbjectives and implementation, and/or effects?
5. Relevancels the CAP relevant to current challenges and the priorities set by EU citizens, farmers,
and policy makers? Is it using (and supporting) the most updated criteria, tools, and knowledge?
6. EU Added Vae: Does the CAP address challenges better than natioregdional or locatlevel
solutions?

LY FTRRAGAZ2Y (2 (GKS&aS:Z 6S FRRSR | FdzZNIKSNJ ljdzS&adA2
(SDGsFig. 3, namely
7. SDGsTo what extent can the CAP dohute to meeting relevant Sustainable Development

Goals (SDGs 1, 2, 3,5, 6, 7, 8, 10, 11, 12, 13, 15)?

DECENT WORK AND
ECONDMIC GROWTH

SUSTAINABLE
DEVELOPMENT

GOALS
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Figure 1:Twelve of seventeen Sustainable Development Goals (SDGs) address agriculture directly and indirectly and are
hence relevant to the CAPhel SDGs were H@ganized thematically with respect to agricultuleon Source UN SDG
(http://www.un.org/sustainabledevelopment/sustainablievelopmervgoals/)

Folowing the evidence gathering process, from July to October 2017, we checked and expanded the
database, addressed knowledge gaps and performed further data analyses with an expanded team. At

this stage, we also sent the report to several external reviefi@revaluation and improvements prior to

its completion.

'da 2F hOUG20SN) HaMTI Tdm Lzt AOFGA2ya 6SNBE tA4a0SR
assessment. Over 350 of these were fully assessed, and 306 incorporated intedtiqethindatabae. In

order to produce this report we harvest information from the most relevant publications and tHepth

database. These publications cover 26 Member States, as well as impacts of the CAP in countries beyond
the EU. Most publications addressed tfék & SNA I WSTFSOUABSySaaqQ F2ft26SR
O2KSNBYyOSQ ¢ & FigSh adur datdbRsHAsa publiBhed 6and available online at
https://idata.idiv.de/DDM/Data/ShowDia/248.
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Figure 2:Number of fullyassessed papers in our database, divided into fitsasgk assessment criteria. Note: a given
publication could address one or more criteBaurce: own database.

Results
1. Landuse, farm structure and management

Euopean agriculture undergoes a constant decrease in the number of agricultural holdings, whereas the
total utilized agricultural area (UAA) remains stable, showing a trend towardsdaade farmsKig. 3. A

range of socieeconomic and historical factoc®ntribute to these trends, such as pesicialist changes in

new MSs. The CAP has a mixed contribution: For instance, finances for modernization are offered,
followed by increased productivity, intensification of livestock farming and crop managemeshta an
reduction in human labour. Although the CAP slows down the decrease in farming employment, it
provides insufficient support to small farms. In terms of farm management, agrochemical use has been
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decreasing in old MSs especially after 1990, while CAéntinises agricultural intensification and
supports an increase in agrochemical use in new MSs. Subsidies allow purchasing agrochemicals, while

regulations and some incentives (e.g. through AECM) reduce them.

a) Absolute changes in farm numbers according size-classes in the EU-28 2005-2013
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Figure 3:(a) Absolute change in numbef farms per farm size classes and (b) relative change in farm size classes across EU
Member States between years 2005 and 2(8@8urce: own calculations, data from Eurostat (2017). Ndle divide MSs
according to three regions: Northestern EU: Belgiunbenmark, Germany, Ireland, France, Luxembourg, The Netherlands,
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Austria, Finland, Sweden, United Kingdom; Southern EU: Greece, Spain,
Bulgaria, Czech Republic, Estonia, (Croatia), Latvia, Lithuania, Hupglaryg, Romania, Slovenia, Slovakia.

2. Effectiveness

2.1 Socieeconomic effectiveness

Italy, Cyprus, (Malta), Portugal;

Eastern EU:

The CAP has positive effects on the income of EU farmers mainly through DP through Pillar 1. Pillar Il
payments also contribute towards more balanced territorial develophtlerough additional incomes, yet
very high variability among MSs. As showrrig. 4 countries associated with lower profit are generally

associated with higher share of farm profit from DP, but the share is highly heterogeneous,
10t060%0 s AGK |y | @SNFr3IS 2F HpoeT20d 5ANBOI

ranging from
LI @YSyia

levels such that farmers take less efficient management choices. As a result, DP still acts to reduce farm
efficiency and distort production decisions, even if Idsant prior to the decoupling of payments from
production. Parts of the DP translate into land prices, i.e. into income for landowners who are not
necessarily farmers. Payments also lead to dependence of farmers on subsidies. Overall CAP impacts can

therefore be defined as slightly positive beffectiveness is low
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Figure 4:Average farm profits (blue columns) and average share of direct payments to farm profits (red squares) per MS,
during 2007-2013. Source: Own calculations; Averages from public date ledid=arm Accountancy Data Network (FADN)

2017.
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Past CAP reforms have successfully reduced global market distortions so that prices nowadays largely
follow global markets (for instance, wheat prices in Germany follow the world markets from 1992
onwards, & shown irFig. §. EU prices in many areas and sectors (with the exceptions of-sagaand

beef) are mostly integrated into international markets, so that supply and demand meet on the
international markets and prices are adjusted to the market rathean politically fixed. This can
seemingly bring more market stability, but it also enhances risks of high market volatility in the European
markets, and exposes farmers to market risks.

700
----BU support price ——Market priceinGermany ——World market price (Chicago)
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Figure 5Wheat Prices in the EU & World market and the EU intéinreprices (in DM/ton). Sourc¥on CramosTaubadel
& Ihle (2016), unpublished data based on data from Chicago Board of Trade (CBoT) for the world market price, Zentrale
Markt und Preisberichtstelle (ZMP), and Agrarmarkt Info GmbH (AMI) for German data.

2.2 Environmental effectiveness

The large body of studies on the effectivenesagfi-EnvironmentClimate Measure4AECM) offer many
examples of good implementation as well as barriers to effectiveness (low uptake, often lack of spatial
design, less efféiwe design and implementation)Cross compliancecriteria seem to contribute to
slowing down soil erosion and mitigate water pollution (the latter also through other policies), while the
control of water uptake for irrigation remains weak. However, thepecific instruments are too limited

in extent to reverse the largescale impacts of other CAP instruments, supporting the ongoing
agricultural intensification, abandonment, and environmental degradation. Accordingly, the decline in
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farmland biodiversitycontinues in all MSsF{g. §. The provision of ecosystem services linked to
biodiversity such as pollination and biological pest control portrays a negative trend as well.

Farmland bird trends in Europe
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Figure 6:a) Farmland Bird Index values aadsne in western (yellow), northern (blue), southern (green) and central +
eastern (red) EU MSs. b) PEaropean Grassland Butterfly Indicator. Sources: a) EBCC/RSPB/BirdLife International/Statistics
Netherlands and b) Butterfly Conservation Europe/StesidNetherland.

Pillar I greening measureEFA, crop diversification, permanent grasslanidsyv effectivenesglue to a)

broad exemptions and low demands requiring little or no changes in practice (especially for crop
diversification but also for EFA)), inclusion of ineffective options for biodiversity (EFA), and c) insufficient
management criteria for all three measures. Particularly crop diversification seems to allow further
conversion into monocultures rather than maintaining or increasing croprsitye or promoting crop
rotation. Farmers mostly take up productive EFA options7G% of area, at EU level) which are simpler

to employ yet with the lowest effectiveness for biodiversity.

High Nature Value farmland (HNVf) NS &3 LINE @A R Agfiest biadvarsty valde, récéi@d K
insufficient support. As subsidies are not well tailored towards HNVf, and most farmers are not eligible for
support, HNVf continue to be degraded or lost.

Very limited contribution to climate change mitigationSince 205, agricultural greenhouse gas (GHG)

emissions are stagnating, while earlier reductions were-sifiects of other policies. Spending on climate

measures within AECM is marginal. Targeted action based on existing GHG mitigation potentials is
missing, pat Odzf Nt @ F2NJ f AdSai20] FINNVAYy3I SKAOK Aa NBALI
Nitrogen fertilizer use as well as drainage and intensive-las®lon high organic soils (peat soils) are also

among the most important GHG sources. Emissionsidoeitthe EU caused by deforestation due to

feedstock imports are not tackled by the CAP. This further contributes to a negative global climatic
footprint of the EU.

3. Efficiency
Our analysis revealgery low efficiencysince costs are disproportionate thé benefits incurred, and
investments are not optimally distributed (socially, economically and geographically).

3.1 Socieeconomic efficiency

The literature offersstrong evidence that efficiency is very law First, payment distributions are
inefficient: if analysed according to farm size, the level of payment inequality (as represented by the GINI
coefficient of inequality) is heterogeneous and sometimes decreasing in old MS (e.g. The Netherlands),
but higher or even increasing in some new MSg.(j. Some of the changes observed in new MSs may

relate to postsocialist developments (structural changes resulting from rapid intensification) and shifts in
FIENY aial Sa F2tt26Aay3a GKS FO0OSaarzy G2 (KS 9!3 I|a
(DP). Some of these influencing factors are independent of the CAP. However, the uneven distribution of
DPs, and the high (and even increasing) levels of inequality, cast serious doubts whether this distribution

of DP is appropriate and efficient towafldzt FAf t Ay3a 0 GKS /1tQa 2062S0O0A D!
living (Art 39(1) b), and b) the 201@riority of reducing disparities in rural development especially in new

MSs and other disadvantaged regions.

Additional inefficiencies result from daé&ages of DP to increased land rents (meaning that large
proportions of DP do not necessarily support farmers). The applied indicators also fail to reflect the actual
SO2y2yYe 2F TFINY TFrLYAftASa YR K2dzaSK2f Ra io6,aSS 0S5
utilisation, and indicators do not match with real needs. Studies also indicate insufficient justification by
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the EC as to why and which farmers need income support and whetherdumgncome support is the

most efficient means to an end.

Development of the Gini-coefficients for direct payments in the EU between 2006 and 2016
a) Northwestern EU b) Southern EU c) Eastern EU
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Figure 7 Distribution of direct payments in the EU 2@@Bl5 according to farm size, as summarized using the Gini
coefficient of inequality¢ higher values indicating higher inequality (i.e., less equity in payment distribution). a)
Development of the Ghuioefficient in West, South and East BY Changes of the Ginoefficient from 2006 to 2015 in the
member statesSource: Own calculations based on data from the EU Commissior22065Note: The GINI coefficient is a
measure of inequality, ranging from 0 to The higher the value is, the more uneven is the distribution of payments across
farm-size classes.

3.2 Environmental efficiency

There isstrong evidence that the CAP is largely inefficient regarding its environmental objectiFast,

there is a negve relation between the effectiveness of the different CAP instruments and their budget
(Table 3. The largest proportion of budgets and investment per ha is put into EFAs (with contested
effectiveness), about three times lower for AECM (shown by tkeatiire to be somewhat effective but
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also with some mixed outcomes, especially in new MSs), and thirty times lower for Natura 2000
grasslands (in which case payments are dedicated toward protecting biodiversity and therefore more
effective than other CARs$truments).

Efficiency of AECM is hampered by competing payments with much lower environmental standards (see
also internal coherence). The inclusion of new climate objectives into AECM (formerly AEM) during the
2013 reform, alongside an erosion in buti€able 3, has further reduced efficiency. Notably, in some
countries both in and out of the EU, some environmental objectives are also achieved through regulations
instead of payments, with lower costs for similar benefits.

The efficiency of greeningeasures (EFA, permanent grasslands, crop diversification) is very low as well:

a) a high proportion of farmers is already complying with the basic requirements, and therefore payments

for producton2 NA SY i SR 9C! 2LJiA2ya 2 FTFHFBONWRAHMN ALY 2T IoMAKE y® a0
design entails that payments are spatially disorganized and lose efficiency; and c) Collaborative measures

for greening implementation were taken up by only two Member States.

Overall, investments in natural habitatsilféao reflect the nommonetary benefits of public goods and
particularly the insurance value of natural ecosystems against environmental risks (floods, droughts,
erosion, etc.).

Table 1:Area and spending of the EU for different environmental instrumenf0il7.

Policy measure Agricultural Area Public funds Relation funds to
y (in Mio. ha) (in Mio. EUR) area (EUR/ha)
Greening Ecological Focus Area (EIEA) 8.00 12.638,21 789.89

Agri-EnvironmentClimate Measures
(AECM) 13.15 3,250.92 247.17

(Including areas and payments faiganic farming, but
without payment for areas with natural constraints)

Natura 2008

(Grassland area in SCI reported as by the EU commis:

11.65 290.00 24.89

Source Own presentationPata (EUCommission 2015, 2017b; Eurostat 2DNote 1: The sum of all EU national ceilings per year is
average 42.127 Mio. EUR. If multiplied by 30% we get 12.638 Mio. EUR. The 8.00 Mio. ha are real area, so before agplging
factors. We are assuming, that only 50% of the Greening paysramt2 billion EUR goes into EFA. Otherwise, the payment per he
would have been 1.579,78 EUR/l¥ote 2: Payments are without national €oinding.. Note 3: Natura 2000 and Aggnvironmental
programmes are partly overlapping in terms of area and fngdEurostat lists 11,652,978 ha as SCI targeted agricultural habitats.

Table 2:Changes in Agegnvironmental & Climate Measures (AECM) funding as share of Rural Development
programmes (RDP) over the last reform.

_ RDP 2002013 RDP 2012020 Change
Funding Spending Share Spending  Share  Spending Share
(inbn. EUR) (in%) (inbn. EUR) (in%) (in bn. EUR) (in %)
Sum Rural Development Programmes 22,115 22,228 +0.113 +0.51%
Agrienvironmental & Climate Measure$ 5,375 24.3% 4,915 22.1% -0.461 -857%
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Source:Own calculation; Data 20e2013 are from EU Commission 2010; Data 22020 are from country sheets for the RDP 2@020;

Note 1:Figures are average yearly expenses for the2E\Croatia is not included. The Rfiiires are including Ginancing by member

states and include technical assistance. Budget increases of théeMidreviewreform 2009 are not included. Note also that figures are

y2i RSTEIIFIGSR® ¢KSNBF2NEI (K ANbte ROfgBds foSAgdndronmentill @ zlinat€ middduréshindi@de Sa G A Y I G
GKS LI evySyida T2NI 2NHIFIYAO FEN¥YAy3 odzi (KS&@ R2 y2iG Ay Obgdzausal LI @ YSy (&
2NJ 20KSNJ ALISOATAO O2yaidNIAyiliasdood

4. Internal Coherence

The literature offersstrong indication for a low internal coherencg@rimarily due to the multitude of
objectives, and even more so instruments. Some instruments conflict each other, others target similar
objectives in a way that leads to competition among each other. Integraifadifferent instruments for
national and local implementation remains problematic.

With the growing number of CAP objectives and priorities, new functions and instruments were added
without sufficient integration of their design and implementation pedares. This has reduced
effectiveness and particularly efficiency, and added high administrative burdens. The absence of clear
targets and indicators attached to instruments lead to conflicts and (oftentreorsparent) tradeoffs.

For instance, farmersan receive similar levels of payments with or without adhering to environmental
standards, thus creating competition between instruments with diverging objectives.

Flexibilities on the national level and contradicting policy instruments undermines thepé&an
implementation of CAfargets especially in pillar I. For example, following the 2@&f8rm there is a low
coherence between DP that are decoupled from production ecaepled with it. In the case of the milk
market, for instance, coupled support milk producers on the one hand, and buying out excessive milk
guantities in in 2016 on the other hand, show low coherence of instruments even within pillar 1.

Literature also identifies potential complementarities between different CAP mechanisms,ialpec
focusing on DP, AECM, Cross Compliance (CC) and Greening. Progress has been attested incentivising
certain forms of landise, such as organic farming or fallow land, but other objectives such as biodiversity
conservation or restoration, and the redimn of GHGs, have failed due to insufficient integration of

policy instruments. Notably, the levels of complementarity of different CAP instruments vary across
regional settings and thematic foci and lack transparent guidabeefactothe multitude of pditical

targets, and particularly the attempt to combine production and conservation objectives, has resulted in
conflicts of interest and led to policy measure designs that compromise effectiveness and efficiency. For
instance, it could be shown that thadesign of greening measures has led to a decline of AECM budget by

at least 8.6% (as a conservative estimdiable 2.

Some case studies and analyses of local implementation point to the potential of local innovation when
instruments and objectives aredpsted to local conditions, and indicate an unfulfilled potential to
integrate production and conservation objectives or at least diminish teftie

5. External Coherence

Coherence of the CAP with other policies and directives depends on the tgpécied and dimension of
impact assessed. Positive coherence levels and synergetic implementation of CAP objgitlives
objectives of other policies was found for Cohesion Policy and the Nitraaad WaterFramework
Directives Low coherence was found witther policy fields, such as conservation policy, health and
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nutrition, sustainable consumption and climate policy. In these areas, implementation on the EU, national
and local levels results in constraints and traddé&s in effectiveness and efficiencyf policies. For
example, areas designated as Natura 2000 receive only 1 to 2% of CAP funds. Regardless of whether these
payments aim at compensating farmers for income lost or the constraints set by Natura 2000 regulations,

or whether they aim at providingdditional incentives for the provision of public goods, these payments

are insufficient to address the conflict between nature conservation and production, and accordingly,
between the CAP and the Nature DirectiveSome CAP mechanisms, especially AEGW aoss
compliance (CC), have an attested potential to support targets of soil erosion, nitrate reduction, water
management and biodiversity conservation, but show remaining shortcomings in policy design and
conditions for implementation.

The indirect efects of the CAP on countries outside of the EU (by impacts on imports and prices) point to
complex interrelations and important tradeffs, with substantial shortcomings in meeting the EU
principles for Policy Coherence for Development (PCDgcoupling glect payments and phasing out
export subsidies have reduced market distortions, and stabilised markets in the sense that agricultural
commodities are traded almost at world market prices. The EU has thereby facilitated market access to
the EU, with exporbhg middleincome countries as the main beneficiaries. On the other hand, exporters
from least developed countries lose from the consequential erosion of preferential trading schemes and
high market and product standards, thus hampering again the cohengithdPCD. Furthermore, imports

of agricultural products from developing countries sustain the overall high level of European consumption
and feedstockproduction. This results in exporting environmental footprints to developing countries,
leading to defoestation, carbon emissions and environmental risks. Thaskde with international
biodiversity and climate agreement§CBD, UNFCCC), the Habitats and Birds Directives, as well as
principle set by the PCD.

6. Relevance

The CABDbjectives are vague antargely outdated Old objectives and new priorities exist in parallel and

overlap, and specifications are often missing. Several of the original objectives have already been fulfilled

2NJ I NB f Saa NBf Jabled. fFor éxampié, ZRP GbRID Sy ® §RUIedh@ availability

of supplies 0 2NAIAYIGSa FNRBY F22R &aO0OFNDAGE Ay 9dz2NRLIS |
challenge; and Objective 396 Sy a dzZNAy 3 G KI G &dzLJLJX A S& NXB)Idae&EnoO2 y & dzY S
reflectthe pubh 0Qa O2y OSNY 62dzi F22R ljdzZ tAded {GNRPYy3I ONIRI
lack of a clear justification for income support by direct payments (with no related objective),
NBLINBaAaSyliAy3d GKS fFNBSad LianNIime?tile 201y Publi Sonsultatio & 0 dzR
indicated that both farmers and the general public seem to find investments under Pillar Il more
important than DRFig. §.
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Table 3:Relevance of CAP objectives and the 2010 priorities to current EU challenges.

Objective / priority Relevance in 2017

Increase agricultural productivity (39a) Mostly fulfilled, thus outdated would need
clarification

Thus Ensure a fair standard of living and increasing Views on the releance of this objective arkighly

individual earnings in agriculture (39b) heterogeneous

Stabilise markets (39¢) Mostly fulfilled, but remains relevant
Clarification needed on relation to EU/world
markets

Assure the availability of supplies (39d) Achieved and thus outdated

Ensure that supplereach consumers at reasonable Outdated: CAP reforms actively acted to reduce

prices (39e) market intervention and market distortions

Viable food production (2010 Priority 1) Not relevantper se it is not clear what viable is

and what is the relationd income support
Sustainable management of natural resources and Relevancenot questioned, but not achieved
climate action (2010 Priority 2)
Balanced territorial development (2010 Priority 3) Relevant, but not well definedand integrated
with other poicies

) ] B Priority given by farmers
80% - 8% Priority given by citizens
= Actual share of EU Spending
Share of Greening (%)

56%

(%)
|

Decoupled payments to farmers Support for RD environment & Support for RD investments in
(Pillar I) climate actions physical/lhumal capital
(Pillar II) (Pillar 1)

Figure 8:Public Consultation outcomes with respect to the question which tools are best suited to meet challenges, as voted
by farmers versus other citizens; and both of these compared to actual budget allocatioR(2@4Note 1: only 52,00
respondents out of 330,000 chose to reply to this question; Note 2: 13.6% of farmers and 38.1% of citizens indicated
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regulatory approaches as an effective means to achieve goals. These cannot be compared to any budget allocation and is
hence not presentkhere. Note 3: numbers do not sum up to 100% since respondents could potentially select up to three
options.

Two independent Eurostat surveys show that EU citizens still consider the CAP as an important result of

the EU, but overabocietal acceptance ahe CAP has recently declinegossibly due to public criticism

2F GKS /1tQa FrAfdaNE 2y GKS SYy@ANRBYYSyGsX @SNERdza ¥
burdens.

There is evidence that the CAP can be considered relevant in terms of sugptachnology and
modernisation, but the literature indicates limited integration of available knowledge, novel concepts and
tools into policy design. For instance, the design of Ecological Focus Areas did not take up from the broad
experience gained tlmugh AECM, and integrated landscape management remains underdeveloped.

Despite strong criticism on the monitoring and evaluation of direct payments, it should be noted that EC has
dzZLJIRIF §SR FyR SELIYRSR A& AYyRAOI (2 Nhiqes faidanionitdring Hnmp =
instruments such as LPIS (Land Parcel Identification System) and FADN (Farm Accountancy Data Network).
However, remaining deficiencies remain, such as for indicators of farm economy, wellbeing beyond economy,
biodiversity and climateFor instance, indicators of farm economy make insufficient differentiation between

the income and wealth of landowners, farmers, and other workers in the agricultural sector, as well as actual
capital- thus failing to reflect actual needs; and there tsin-field-monitoring of biodiversity across the EA3.

7. EU added value

EU added value is difficult to define and assess, becausg tdick of reference pointdy) being part of

the EU entails a set of policies, asditi KS (0 SN & O pede€pfual datffer thain ZabthaF A &
Nonetheless, studies addressed EU added value by inspecting temporal changes (e.g. responses to CAP
reforms), processes after accession to the EU, comparing the situation in countries in and outside the EU,
and conducting sweys and simulations to assess the potential outcomes of hypothetical changes (e.g.
CAP abolishment). We founahixed evidence on whether the CAP performs better than national,
regional or local level policies in addresses relevant challeng€kere is anEU added value in
AdzLILR NI AY I FENYVSNEQ FIFANI aldFyRFENR 2F fAGAymAt | YR
it is poorly suited to local contexts particularly in the New MSs, where most farmers are smallholders.
There seems to be an EU addeadue for market regulations and fer uniform legal framework within

the EU.We did not find evidence that the CAP delivers an economic EU added value.

Q)¢
o

From an environmental perspective, we found mixed results in terms of EU added value. Regulations,
standards and the prevalence of funding and requirements for AECM and CC, as well as support for
organic farming, offer a positive EU added value. The flexibility offered by the CAP has both positive and
negative effects by offering the potential to adapt meees to local conditions in some regions (albeit

still insufficient for new MSs, see above), but at the same time flexibility has been often used to reduce
requirements or weaken implementation. The development ofviitle thresholds has also had negative
effects by leading to compromising the requirements and setting -@uaplistic thresholds that do not
match conditions in most MSs. For instance, the requirement for a minimum of 2 or 3 crops to satisfy the
crop diversification measure are set below cutrenop diversity levels in most MSs, and the permitted

loss of grasslands is higher than current rate of losses in some regions.
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8. Does the CAP support sustainable development goals?

CAP has theotential to make contributions to the relevant SDG goalsyt in its current design and
implementation it cannot fulfil this potential.

CAP is partly capable of address®IDG 1(no poverty) andSDG Azero hunger), but notably, evidence
shows that food security or extreme poverty are not the key challenge®#t af the EU. By contrast, the
direct and indirect effects on developing countries, affecting food prices or leading to environmental
degradation and consequent risks to local communities, are poorly considered.

SDG 1Q(reduced inequalities) is partiallyupported but not addressed adequately due to the highly
unequal allocation of payments, with 20% of beneficiaries receiving 80% of the payments; 1.5% receiving
32% of the payments (annually58,000 Euros/beneficiary); and 79% of the beneficiaries reagpivi
annually <5,000Euros. In addition, there are indications for increasing level on payment inequities in
Eastern EU Member States.

SDG 3Jgood health and wellbeing) is poorly covered, and particular gaps rela&® 1Zresponsible
consumption and prduction). The CAP is not welksigned to address challenges of unhealthy diets,
obesity and health issues relating to these, while animal products receivepowgortionally high
funding. It also poorly addresses overall wellbeing of farmers (beyond éaonomy), as well as the
externalities and waste emerging from overproduction. The number of publications addressing SDGs 3
and 12, however, was notably low due to the indirect nature of these impacts and the lack of objectives
or instruments to addressese challenges.

With respect to environmental SDGs, local successes obtained through specific CAP instruments
demonstrate some positive outcomes on local levels. They are, however, too limited to reverse the more
broadly implemented instruments supportingnvironmental degradation or even rapid biodiversity
declines. Therefore, the CAP has an unfulfilled potential to ad@8B%3s §clean water) ansDG 15life

on land). Despite AECM, CAP has very limited capacity to deliv&D@nl3climate action), da to the

lack of instruments to address the most important GHG sources, such as GHG gas production from
livestock production, and the export of lalude changes by importing feedstock such as soybean
resulting in large GHG emissions overseas.

Finally, theCAP supports organic farming, thereby contributingSIdG 8(green growth), but it also
supports unsustainable farming sectors, e.g. by incentivising intensification as well as through a
disproportionate support of meat and dairy products.

Conclusion]imitations and outlook

Our work demonstrates a breadth of available evidence, with substantial potential to help identifying
means for improvements as well as avenues for mitigating t@ffie and reconciling conflicts. The
experience gained in years otsearch and implementation can therefore help avoiding political
compromises where these might not be necessary.

To this end, the list of publications used for this assessment is publically available through
https://idata.idiv.de/and our team is happy to be informed of further studies and evidence.
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The short time and limited resources to conduct this study entail a range of limitations. Some topics were

f STl dzyaGdzRASR Ay GKAA& | & afBraskyytBeydileEt ardl dedréct impactsiofkK S/ ! t
agriculture and the CAP on public health, or the impacts of standards and regulations relating to, but
extending beyond, the CAP. While some reports were used, we gave a prime focus to scientific studies
published primarily in English. This entails that many further documents were inevitably left aside. We
particularly acknowledge the room for further transferable results and experiences, which could be
harvested from local studies and reports.

These shortcomigs, and the breadth of potentially available literature, indicate a need but also a vast
potential to gain from a broader evidendrmsed evaluation of the CAP and the gathering of
recommendations, lessons learned and tools for optimization and meansififiiat resolution.

We encourage the inclusion of this and further evidence in decision making and hope this report can
promote a continued, informed, and rich scieraalicy dialogue to foster and support further advances
toward a modern, simpler and sniar CAP in favour of a healthy and sustainable agriculture.
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2 Introduction

2.1 The CAP objectives

The Common Agricultural Policy (CAP) was established in 1957 by the Treaty of Rome, in the context of
low food supply consecutive to World War Il inEwdS ® ¢ KS FABS /1t Qa 2FFAOAL €
revised since then. In 2009, the Treaty on the functioning of the European Union (Title lll Agricultural and
Fisheries, Article 39) confirmed these five objectives (European Union 2012):

a) to increase gricultural productivity by promoting technical progress and by ensuring the rational
development of agricultural production and the optimum utilisation of the factors of production, in
particular labour;

b) thus to ensure a fair standard of living for theriagltural community, in particular by increasing
the individual earnings of persons engaged in agriculture;

c) to stabilise markets;

d) to assure the availability of supplies;

e) to ensure that supplies reach consumers at reasonable prices.

In addition to these fie objectives, and in response to societal debates such as the demand to secure
public goods (Zahrnt 2009), the European Union delineated three new overarching objectives of the CAP
(EC 2010, Kull et al. 2014), namely to promote:

f) Viable food production, Wi a focus on agricultural income, agricultural productivity and price
stability;
g) Sustainable management of natural resources and climate action, with a focus on greenhouse gas
emissions, biodiversity, soil and water; and
h) Balanced territorial developmentyith a focus on rural employment, growth and poverty in rural
areas.
While these latter three objectives have not been constitutionalized, they are presented in a reflection
paper by the Commission (EC 2010), have been reflected in the-r@fk®, and rderred to as
G2OSNF NOKAYy3I 202S00A0Sa¢ Ay GKS 9dzNRLISIY /2YYAaaa
framework of the Common Agricultural Policy (EC 2015a). Therefore the performance of the CAP shall be
considered against all eight objectives arabessed in this report. Nonetheless, to avoid confusion we
NEFSNI G2 GKS yS¢ 202SO0GAQPSa +a aGHnmn LINA2NRGASaE ®

2.2 The CAP and the sustainability context

In a context of rapid changes in human population, our secmnomy and the environment,
sustainabiy has become a global concern. Following from the Millennium Development Goals which
focused primarily on developing countries, the United Nations formally adopted?@3® Agenda for
Sustainable Developmenincluding 17 Sustainable Development Goal$SO5s) and169 associated
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targets'. The SDGs offer a globadlgcepted, unifying framework for promoting inclusive and sustainable
growth. The EU has officially committed to implement these goalsiscommitment underpins all future

EU policies. Acknowledy that many SDGs are linked to food, farming and land use, it follows that SDGs
cannot be achieved without appropriate support from the CAP, or at least coherence with the CAP. This
has been publicly acknowledged by Commissioner Hogan at tfeFbéum fo the Future of the
Agriculture in Europe. This, however, raises the question whether the CAP can indeed deliver, or help
deliver, the SDGs and their specific targdisth at the EU and global levels.

hy (GKS o6laira 2F GKS {e51Da0Gs cahle @ehaFdedns elevhd tt dgdclturmn 2 F
rural societies and economies, and therefore to the GA®. 2.2.):

SDG 1End poverty in all its forms everywhere

SDG 2End hunger, achieve food security and improved nutrition and promote sustaiagbiculture

SDG 3Ensure healthy lives and promote wb#ing for all at all ages

SDG 5Gender equality

SDG 6Ensure availability and sustainable management of water and sanitation for all

SDG 7Ensure access to affordable, reliable, sustainabterandern energy for all

SDG 8Promote sustained, inclusive and sustainable economic growth, full and productive employment
and decent work for all

SDG 10Reduce inequality within and among countries

SDG 11Sustainable cities and communities

SDG 12Ensue sustainable consumption and production patterns

SDG 13Take urgent action to combat climate change and its impacts

SDG 15Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage
forests, combat desertification, andilt and reverse land degradation and hailbdiversity loss.

3 000 DECENT WORK AND
AND WELLBENG lm GROWTH

3 CUMATE
ANDPREOUCTION
Figure 2.2.1Twelve of seventeen Sustainable Development Goals (SDGs) address agriculture, directly and indirectly, and are

hence relevant to the CAP.
Source: UN SDG websitgtj://www.un.org/sustainabledevelopment/sustainablievelopmenigoals/)

@)
SUSTAINABLE
DEVELOPMENT

GOALS

2.3 The reformpath of the CAP since 1992

During its 60 years of operation, the CAP has gone through vachargyes, updates and reforms (Box
2.1). Given these multiple changes through history, a sound and comprehensive evaluation of the CAP
must consider the reformpath especially since 1992, and particularly the changes following the Fischler

lWWW.undp.orq/content/undp/en/home/sustainabkejevelopmentqoals.html
2 https://ec.europa.eu/europeaid/policies/sustainabigevelopmentgoals _en
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reform of 2005 hat have substantially changed the field of agriculture in Europe. Accordingly, our
evaluation focuses primarily on the period starting 2005 onwards.
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Box 2.3:The reformpath of the Canmon Agricultural Policy (CAP)
Author: Sebastian Lakner

The CAP has gone through several important revisions and reforms since its creation, and particularly du
past 25 years (Cunha and Swinbank 2011, Tangermann & von Gharabadel 2013). In th2980s, the CAH
went through a crisis: High politicallixed intervention prices led to overproduction, requiring the Commiss
to store and manage overproduction. This had led to high budgetary costs for the EU. The milk quota ins
in 1984 was notible to eradicate overproduction. The CAP started facing increasing pressures, both intg
and externally. Internally, EU citizens criticized the agricultural sector for environmental problems
overproduction. Externally, trading partners in the GAiEgotiations (mainly the Cairns group) considered t
9! Q& I ANROdzf GdzNF¥ f LINRGSOGA2Y YR (GKS &dzoaARAT I
trade agreement in the GATT Uruguay round after 1986.

Several EU commissioners for agticté designed successive reforms: Ray MacSharry (@989 ranz Fischle
(199%2004), Mariann Fischer Boel (200401 0 | Y R 5 | O Al4)y Thésa raforasbubétantialy thangs
the CAP, resolved some of the old problems, created new problems osdefe problems unsolved. Ke
alterations included theeduction of pricesupport scheme in 1992 as agreed upon in the MacShReform,
and the introduction of compensation (direct) payments in order to counterbalance the resulting farm in
losses. Thislso opened space to change the tragelicy, so reduce import tariffs and export subsidies g
thereby fulfill the obligations of the GATT Uruguay Agreement.

¢KS W!I ISYRF wnnnQ LINB LlkeNdgBmeiit K2804)/andtfurterrédlucédikpBsapart,
K26SOSNE 6AGK2dzi adzoadl ydAal t-viSF 20 Q/ IGiwran plioK SR SaGI
from production. The sealled Single Payment Scheme (SPS) was introduced. It allowed old MS to
allocate those payments on lastorical basis aregional basi®or a combination of bothHybrid model. In the
new EU MS, a stalled Single Area Payment Scheme (SAPS) consisted in regional area payments (OE
56; OECD 2013: 136). Another feature of the FisdR&form was the introducA 2y 2 F W/ NR a &
GKAOK fAY1SR GKS LI eyvySyida (2 YAYAYlIf SY@ANRBYYS
might be considered as a further step in this direction.
Since 1992, the CAP has been reformed along four key ardasated inFig. 2.3.1 a) Main instruments of]
farming support away from highly distortive price support to coupled and still production distorting d
payments and later on to decoupled direct payments; b) change in market interventions and tradespal)d
OKIFy3S Ay (GKS AyO02YS &adzLILR2NIT YR RO RS@St 2LIVSY
During the last twentfive years, rural regions and agesosystems have been strongly influenced by t

GwdzNJF £ 5S@St 2LIYSy i t NP & NKde CAPS ahich alsg lindllés@ agrieRvirdnmeNt
measures- now agrienvironmentOf A YI 6S YSI &adzNSad ¢KA&a 6K2fS L
YSI &dzNBaé ¢ A i KeforinRnS1993, lbéddnfe lthei bkl £ f SR a&aSO02y R t Af {1

reform and was consolidated by the new European Agricultural Fund for Rural development (EAFRD) \
Fischlerreform in 2005. It has been confirmed and further developed with the lasti@foiPm 2013.

The CAP Reform-Path 1992-2020

CAP 1962-91

Intervention prices
Over production
High budgetary costs

Market/trade policies

Reform 1992/00

R. MacSharry/F. Fischler

Coupled direct payment

Reform 2005/09

F. Fischler/M. Fischer-Boel

Decoupled direct payment

Reduction price level Reduction price level I
GATT Uruguay Round WTO Doha-Round?

Reform 2015 ff.

D. Ciolos

Fair and Green CAP?
Decoupled base payments
‘Greening' payment
Redistributive payment
Recoupled payment

Tariffs and market protection  Reduce tariffs/ ‘tariffication Reduce fariffs Young farmers (...)
Export subsidies Reduce export subsidies Reduce export subsidies
Pref. access ACP-countries  EBA-iniative No Doha Round

Income support

Via intervention prices
Outweighed by technical and
Structural change

JAccompanying
measures “
Agri-environmental programs
Retirement-programs

Trade liberalization

Income support
Coupled direct payments

Income support
Decoupled direct payments

Change in Income support

Rural development
Financial budget increased
More focused

2000: Called Il. Pillar

Rural development
Financial budget increased
Added for Leader-programs’

Rural development policy

Free-Trade Agreements
Abolishment export subsidies

Income support (contd.)
Through ‘base payments'
Justification: Price-change 92

Rural development

No further budget increase
Added climate change
Overlap with ‘Greening’

Not addressing ‘Natura 2000'

1962-1991

1992-2004

Fig 2.3.1Synthesis of the key components of the t Qa
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NB F 2 NI

| 2015-2020
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Despite repeated revisions, the CAP has largely retained the following characteristics:

1.

2.

In spite of sucessive cuts, the CAP continues constituting the largest EU policy with a current
AKFNB 2F om: 2F (KS 9! Qa o0dzR3ISH®

There are more neteceiving countries than netontributing countries fig. 2.3.2. As such, any
substantial reform, and particularly the apming Brexit, will strongly affect the overall financial
flow between and within Member States (MSs) in the EU as a whole. This is also reflected by the
fact, that in many of the last reforms (e.g. the Agenda 2000, the FisRelierm, the CAIReform

2013, the finances were decided before the content of the agricultural policy and that the
financial decisions influenced the content of the reform.

The CAP repeatedly undergoes deep scrutiny, reviews and modifications, partly in response to
the rapid dynamis of agriculture and agricultural markets, yet this entails a dynamic policy with
moving goalposts, instruments and implementation rounds.

The CAPReform process remains politically complicated given the immense number of
stakeholders involved or affectedncluding producers, retailers and consumers, all EU societies
and countries, and evenadal markets and supply chains.
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Figure 2.3.2Net-contribution of the EU Agricultural Guarantee Fund (EAGF), known also as Pillar I, by member states in
2015 (inbn. EUR). Negative values on the left denote-cmttributing countries, positive values on the right denote-net
receiving countries. The most significant net contributors are Germany and the UK on ti8olefte: Ministry of Food and
Agriculture Germany2017).

It is also important to take into account that the EU, and with it the CAP, has extended to a large number
of countries since 1990. Austria, Sweden and Finland joined in 1995. Ten Central and Eastern European

34



countries joined in 20034 Romania ad Bulgaria in 2007, and Croatia in 2013. These 12 counties are
hereafter referred to as new MSs. The CAP will also be influenced by the withdrawal of the United
YAYIR2Y 064a. NBEAGEéOZT FT2NB&ASSY FT2NJ ! LINAf e dKimake® ¢ KA &
GKS aS0O2yR oA33Sad ySi O2ydNRodziAzy G2 GKS 9! Qa !
the CAP, with a yearly contribution of 2.8 bn EBRB.(2.3.2.

Additionally, it is essential to consider the broad seuititical, econont and environmental framework

in which the EU, and accordingly the CAP, operates and reflects. Two relevant and somewhat conflicting
discourses will undoubtedly affect the CAP: one the one hand, the current emphasis of the European
Commission on jobs andath (Juncker 2014), and on the other hand, rising expectations from society
F2NJ FdZf FAEEAy3a GKS 9! Qa SYy@ANRYYSyidlf O2YYAdlYSyida

Finally, the CAP has to comply with a number of horizontal objectives fipdy #0 other EU policieg

4dzOK Fa olGKS LRfftdziSNI LI e&a LINAYOALX Sax tz2ftA0e [ 21
principle, to name just a few. Therefore, an important task when evaluating the CAP revolves around the

need to carefully disemingle the role of broad soceconomic factors that may extend beyond the CAP,

from the role of the CAP itself.

2.4 The CAP components

The CAP in its current form consists of two pillars. Phiar | includes direct payments and market
measures and isrfanced by the European Agricultural Guarantee Fund (EA@®I&Y. Il concerns rural
development policy and is supported by the European Agricultural Fund for Rural Development (EAFRD).

For the Multiannual Financial Framework 2628R0, the CAP amounts #08.31 bne 6 OA NOI o y:: 23
9! 0dzR3ISH0OX 2F GKAOK ony ®r Table 4. The chrdent CAPfingdducédS R (i 2
inter-pillar flexibility (Article 14 of Regulation (EU) No 1307/2013), allowing MSs to transfer up to 15%

from Pilla | to Pillar Il, or and up to 25% from Pillar Il to I. The transfer from Pillar | to Pillar Il over the
2014HnHNn LISNA2R O2yOSNya wmy O2dzyiNASa |yR NBLINBaSyi
see also p.107).

Table 2.4.1CAP Budget in 2017

Commitments(in bn. EUR) Share of the budget (in %
Administration 135.3 0.2%
Market Interventions 2,806.8 4.9%
Direct Payments 39,661.7 68.9%
Rural Development 14,355.5 24.9%
PreAccession Assistance 199.0 0.3%
Horizon 2020 Program 237.1 0.4%
Other Expenses 142.4 0.2%
Sum 57,537.9 100.0%

% The new accession countries of 2004: Estonia, Latvia, Lithuania, Poland,Repeitiic, Slovakia, Slovenia,
Hungary, Malta and Cyprus.
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Source: EC201H5 STAYAUGA DS FR2LIGAZ2Y 069! X 9dzN} G2Y0 HAMTKHGMGH 2F G(GKS
year 2017, Official Journal of the European Union, L51, Volume 60 28 February 2017.

2.4.1 Rllar |

Direct paymentsare annual payments to farmers to support their incomes and to remunerate them for
OKSANI LINPRdAzOGAZ2Y 2F Llzof A0 I22Rad ¢KS&@ HSNB AYyiNRR
1992 reform reducing the level of pricegort. They are composed of three compulsory components

(basic payment per hectare, Greening payment and additional payment for young farmers) and three
voluntary components (redistributive payment, additional income support in areas with specific natural
constraints and a specific coupled support to some productions or areas) for MS implementation. A
simplified payment replacing the above components may be set up for small farmers (additional details

are presented in section 4.6.4).

Greening measureswere introduced in the 2013eform following the suppression of set aside
requirements in 2009. Since 2013, 30% of Direct Payments are now linked to one or more of these
measures (EC 2013c, Article 43:@jop diversificatiomequires farms with > 10 or 30 haces of arable

land to grow at least two or three crops, respectively. A measure to prgeshanent pasturesimits

MSs to a maximum loss of 5% by 2020. Some MSs set a lower threshold than that. 3) Finally, farms with >
15 hectares of arable land areqeired to maintain 5%€Ecological Focus Are@dsFA). A relatively large
number of options could be selected by MSs and taken up by farmers. Examples include landscape
features (up to 8 types), fallow land, buffer strips, nitrogeding crops, catch cropad green cover (EC
2013c; 2014). The effective area of an EFA is calculated with a weighting factor: landscape features for
instance are calculated as 1.5 ha for each 1 ha of actual feature, whereas 1 ha of kiixoggicrops

counts as 0.3. MSs couldia2 OK22aS (2 &dzLlJLR2 NI 20KSN) WSljdaA gl t Sy
similar or greater benefit for the environment and have been approved by the EC.

Crosscompliance (CCgorresponds to a set of rules farmers are required to respect in orderdeive

direct payments and some other forms of support. These rules concern food safety, animal health, plant
health, the climate, the environment, protection of water resources, animal welfare, and the condition in
which farmland is maintained. There are&vd@ components of these rule: statutory management
requirements, and good agricultural and environmental conditions (GAEC).

Market measured OO2dzyia F2NJ Hdy oyd € 2F (KS araembadded dzZR3I S (i
within the single Common Market Organisation, which sets out interventions rules in agricultural markets

and sectorspecific support. They include rules on marketing of afjrical products, exceptional
measures to prevent market disruption, specific sectoral programmes, measures in case of crisis in the
agriculture sector and measures related to international trade.

The budget allocated to the different policy options witpifiar | vary greatly among MSsig. 2.4.].

For more information seehttp://eur -lex.europa.eu/legatontent/EN/TXT/?uri=celex:32013R1307

36


http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32013R1307

Financial allocations of the EU member states within pillar 1 in 2015
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Figure 2.4.1Financial athcations within Pillar | for the different policy options decided by the EU member states. Source: EC
(20154, pp.M).

2.4.2 Pillar 1l

Rural development policy (Pillar 1) covers areas as diverse as farming and forestry, land use, the
management of natual resources and economic diversification of rural communities. As a result, Pillar 11
includes an even broader range of instruments than Pillar I.: AECM, organic farming, animal welfare, co
operation, investments, Areas facing Natural or Other Specifist@onts, farm advisory services, farm

and business development, settiogp of producer groups and organisations, quality schemes, Leader
approaches, foresenvironment, risk management, etc.

For more information seehttp://eur -lex.europa.eu/legatontent/EN/TXT/?uri=celex%3A32013R1305

National, regional and local authorities are responsible for designing and implementing their rural
development programmes based onigHist of measures. Here we elaborate on three key measures that
are explored in this assessment.

Agrirenvironment-climate measurefAECM) are practices, undertaken voluntarily by farmers over a set
period, that bring environmental benefits and/or helptigate and adapt to climate change. AEMs have
been introduced into the CAP through the MacSharry reform of 1992 by the EU regulation No. 2078/1992
(continued in 2000 by EU regulation N@57/1999). As a result of the FischRReform of 2005, a joint
European Agricultural Fund for Rural Development (EAFRD) was introduced by EU regulation No.
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1698/2005 and continued by the CAé€form of 2013 by EU regulation No. 1305/2013 (EC 2013a).
Following the 2013 reform, climaiehange mitigation has been added, expergdAEM to AECM (Gocht

2016, see alsfig. 2.3.1above). In terms of implementation, AECM are designed by MSs and the regions,
and have to be approved by the EC. Funding of AECM is provided jointly by MSSs and the EU with
different levels and types of elnding.

Organic farmings a holistic approach based on the objective of closed nutrient cycles, the development
of fertile soils, wide crop rotations, a limited animal density, animal friendly stable system and the
absence of synthetic pesticides and ofieal fertilizer (M6ckel 2015, Vogt 2007). Several CAP instruments
contribute to organic farming, among which area payments for arable land, grassland and horticultural
land, supported by AECM premium within the Rural Development Programmes of PiltardérSet al.
2011).

Animal welfare corresponds to a set of rules farmers are required to respect in order to guarantee the
well-being of farm animals. Animal welfare rules are embedded into the principles and regulations related
to organic farming whiclarmers in the EU are obliged to respect. The main CAP instrument contributing
to animal welfare are the Statutory Management Requirements within CC, linking Direct Payments with
the regulations for animal health and welfare (among others).

2.5 Necessitpf this assessment

The CAP has seen its last reform in 2013 and currently operates within the financial framework of the
2014-2020 period. Presently, public discussions and negotiations have already begun, aiming to shape the
CAP pos2020. Relevant milésnes in the process include a public Online Consultation (completed in
May 2017), a Communication anticipated in November 2017, an internal Impact Assessment conducted
by the Commission (anticipated in spring 2018), and legislative proposals in 2018.

The European Commission performed #@nline Consultationd 2 K N@Sald GKS Lzt A OQ:
individuals and organizations) on how to modernise and simplify the CAP (ECORYS 2017). Among others,

the aim of the public consultation, associated workshops amiferences was to support a structured

dialogue, identify current difficulties and delineate the conditions, and means towards, modernisation

and simplification of the CAP. The consultation ran for 12 weeks (Febar2017) and received about

330,000 responses (about 50% of which from Germany). It gave farmers, citizens, organisations and other
interested parties the chance to have their say on the future of the CAP (ECORYS 2017). As a public
consultation it could theoretically offer an indication of thédzo f A 0 Q& SELISOGLF GA2Y FNRY
CAP, but the format and process in this case were not neutral. Participants wereramtmm subset of

9! Qa4 LRLMzZ I GA2Y ofrndamM:0T &a2YS 2F GKS O2yadzZ dF (A2
organizaions to be biased, and different lobby groups tried to influence the outcomes. Therefore, the
consultation mostly indicated on the need of a broader dialogue, and particularly the necessity to
critically inspect, using the best available knowledge, wietents of the CAP perform better or worse

and what knowledge is there to help improving it.

An Impact Assessmenis currently being performed by the EC. Based on previous assessments (e.g. EC

2011, Annex 1), this assessment will likely focus more orotlieomes of alternative scenarios for the
FdzidzNB /!'t3> FyR f£Saa a2 2y aeaidSvylrdiAaortte SOt dz 0.
ongoing Elfunded projects are currently engaged in evaluating the CAP, yet these are -tenger
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processes (ears) and they, once again, do not evaluate the policy but rather its implementation and
impacts. In addition to these, we are aware that DG AGRI has commissioned a series of external reviews
from consultants as part of the newigtroduced monitoring regirements in the 2013 reform. Their
contents and outcomes, however, are not known to us.

Although the Public Consultation allowed a range of individuals, organizations and stakeholders to
express opinions about the CAP, and the Impact Assessment allolesiex@cenarios, a more informed
decisioamaking process based on facts and experience is complemenkieyce, the present
assessment complements other processes by offering a substantial body of evidence to support well
informed decisionmaking.

The praision of evidence as a support to political negotiations can follow the procedures and standards
developed by the European Union for evaluations of its own policies and directives, namely, by

O 2 y R dzOfitress ahedk ®a { dzOK | LINE O S EGta beltiNBd3tfatvanyed Randadd fofl K S
policy evaluation, has been used for other pofigyds (e.g. Nature Directivebjilieu et al. 2016 Water-

Framework DirectivesEC 2012, EC 20134ealth, Daugbjerg & Swinbank 2Q;Lbut so far not for the

CAP. Py fitness checks usually include both evidence gathering and stakeholder engagement. The

a0l 1SK2f RSNJ Sy3IF3sSySyid O2YLRySyid OFy 0SS 02yaiRSNE
alongside associated workshops and conferences. However, as ofatkisath independent, scientific,
evidencebased assessment of the CAP remains to be conducted.

The potential importance of such an assessment is twofold. First, the European Court of Auditors
KAIKE AGKGSR AY H poeckets dffgdod manitrS/NES LINWIED iégafHd 2hH@ actual
implementation of the CAP (agghvironmental policies, in this case, see also Geijzendorffer et al. 2016).

The court concluded that there are deficiencies in data, appropriate indicators, evaluation and monitoring

with regards to the implementation and effectiveness of the CAP (Court of Auditors 2011, 2012). This
KAIKEAIKGEA  ySSR 2F | Of2aSN) AyallSoOirazy 2F GKS /!
reform (Zahrnt 2011a; Zahrnt 2011b; Rutz e28l14), and the broad response to the Public Consultation,
indicative a sensitive political process. Under such conditions, it seems imperative that negotiations are
founded on weHestablished, independent, reliable and relevant evidence.

2.6 Objectives bthis assessment

The overarching objective of the present assessment was to conduct an independent, scientific, evidence
0lFlAaSR laaSaavySyid 2F (GKS /1t3xX 2NJ a2 OFftftSR | acCAly
assess the impacts of the CAR thhe economy, society and the environment, indicate the available
knowledge and highlight knowledge gaps. To this end, an operational objective was to develop a
comprehensive knowledglease to support informed negotiations and decisimaking¢ as well asan

ongoing gathering and uptake of knowledge.

Our assessment focused on three general questions:
1. To what extent does the CAP support or fulfil the objectives listed above?
HO La GKS /1t GFAG F2N LIMzNILI2&aSé¢  OO0O2NRAy3 (2 GKS 9

3TowkKl & SEGSYd Aa GKS /1!t adaadlofS F2NE 2N OF LI ot S
Goals?
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2 A0K NBaLISOG G2 GKS 2@SNIff LISNF2NXIYyOS 62N WFAGYS
FYR FR2dz2AG0SR GKSY { 2efdléwhg spdcificQuiestions: | RRNBaaAy3a i
1. Effectivenes: Do the CAP design, instruments and implementation contribute to meeting its
objectived?
2. Efficiency Are the costs reasonable and in proportion to the benefits achieved, also compared to
alternative mechanisisf? Are the investments weatlaced and distributed?
3. Internal CoherenceDo CAP objectives and instruments complement or conflict with each other
in supporting its objectives, implementation and/or effects?
4. External CoherenceDoes the CAP support, complemer conflict other EU and international
policies in terms of objectives, implementation and/or effects?
5. Relevancels the CAP relevant to current challenges and the priorities set by EU citizens, farmers
and policy makers? Is it using (and supporting)iiost updated criteria, tools and knowledge?
6. EU Added ValueDoes the CAP address challenges better than natioredional or locatlevel
solutions?
Based on the CAP objectives (including the 20ldrities), SDGs and fithess check criteria, we foduse
this assessment Y R SalLJSOA f & ( Kd&ound twelkivalSafioh $opidsATHS ¢/ S8 &
elaborated inTable 2.5.1 Further justification and explanation on each topic can be found in Section 3.3.

Socioeconomy:
1.  Growth of agricultural prodetivity
2. Fair standard of living for farmers
3.  Market stability
4. Balanced territorial development
Environment:
5.  Climate action and energy
6.  Soil and water protection
7. Biodiversity and ecosystem services
8.  Organic farming in the context of sustainable farming
9.  Animal welfare
Overarching topics, also emerging from SDGs:
10. Health, sustainable consumption and production
11. Reduced inequalities
12.  Globalscale effects of the CAP

The last topic may warrant further explanation. Article 208 (ex Article 177 TEC) of the Ometitg
Functioning of the EG5 ¢ C9 ! 0 & (urkioth Bolicy it e field éf development cooperation shall be
O2yRdzOGSR 6AGKAY GKS FTNIYSH2N] 2F (KS LKEVAMLI Sa
Union shall take account of the objectivef development cooperation in the policies that it implements

which are likely to affect developing countéeE  Thé Riniol and the Member States shall comply with

the commitments and take account of the objectives they have approved in the contixe Ohited

* We remind the reader that we refer to the CAP objectives listed in TFEU Article 39, as well as the new 2010
priorities as stated by the EU Commission (EC 2010) and reflected in thee26d8 andthe handbook on the
monitoring and evaluation framework of the CAP 22020 (EC 2015a).
® Part five: External Action by the Union, Title Il: Common Commercial Policy) (Consolidated version of the Treaty on the
Functioning of the European Unie2008/C 1.5/01)- all this is a ref or footnote.
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Nations and other competent international organisatign®® Ly | RRAGA2Y X | NIAOEt S wn
FAY (2 O 2 yidhNdnanidzis 8evefopmerdt of world trade, the progressive abolition of restrictions

on international trade and on feign direct investment, and the lowering of customs and other bagridrs
Accordingly, it is essential to address the potential secionomic and environmental externalities of

9! Q&4 | ANAOdz GdzNBX YR ARSY(GATe A nehtedibptheZWP. Rl YI 3Sa

Table 2.5.1: Relationship between evaluation topics, CAP objectives and SlEBss mark indirect
relations between topics.

Evaluation topics CAP objectives SDGs

Growth of agricultural productivity Objectives 39a; 39e and 39f 8 (Sustainable growth)
partly included
2010priority 1

Fair standard of living Obijective 39b 1,2,3,10
2010priority 1
Market stability Objective 39c, partly 39f 2 (No Hunger)
2010-priority 1
Balanced territorial development ~ 2010priority 3 10 (Reduce inequities)
Climate Action 2010-priority 2 13 (Climate Action)
Soil and Water protection 2010priority 2 6 (Clean Water)
Biodiversity and ESS 2010priority 2 15 (Life on Land)
Sustainable farming systems: 2010priorities 1 and 2 All, especially 8 (Sustainable growth)
organic farming as an example
Animal welfare High importance to society; Protocol on Animal Welfare in Amsterdau
Treaty; EU Animal Welfare Strategy
Reduced inequalities 2010priority 3 5 (Gender equity) and 10 (Reduced
inequalities)
Health and Sustainable 2020priority 1 3 (Good Health and Wellbeing) and 12
Consumption/Production (Sustainable Consumption and
Production)

9! Q& Df206l t S¥FT ¢ Requiredby TFEU Articles 206, 208
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3 Methods

This rapid assessment represeatdeskbased andysisfollowing guidelines developed for the Production

of Quick Scoping Reviews and Rapid Evidence Assessments (Collins et al. 2015). We adhered, to the extent
possible, to the fithess check methodology outlined by the European CommissionREEi& programme
initsé 6 SGGSNI NBE3dzAf F A2y ¢E +F ISYRI

While optimally one should conduct a systematic review and raetaysis, such a process requires much

more time and workforce than available here. Hen this assessment did not attempt to
comprehensively cover all literature available, but rather generate an overview of the extent of available
knowledge, and to form &nowledge basethat can help address at least some of the key questions
depicted aboe. We placed larger emphasis on scientific (peer review) literature but this was also
complemented with a range of reports and data (e.g. Eurostat, FAOSTAT, national reports). Our
evaluation covered both socioeconomic and environmental aspects, aiminget@xtent possible to

achieve the most balanced knowledbase, both thematically and geographically. We included
allr 1 SK2t RSNBRQ 2LIAYA2ya 2yfeé 6KSy (G(KSasS KIFIR- I tNBIR
interview- and questionnairébased studis (e.g.,inter aliaz Eurobarometer and the 2017 Public
Consultation).

The present assessment is based on the knowledge base gatheredatalzase accessible onlinat
https://idata.idiv.de/DDM/Cata/ShowData/248

3.1 Methodological steps

Our assessment was based on five methodological steps: a) scoping, b) evidence gathering, c) analysis, d)
reporting and quality control, e) database expansion, gap filling and report checking.

3.1.1 Scoping

We started in January 2017 with establishing an independeoiping committeecomprising 17 scientists

from 9 countries (DE, UK, AU, FR, PO, PT, SK, SW, CH), covering different regions of Europe and thus
different national/regional soci@conomic backgroundsand with a balance between ecology (8
members), soci@conomy (7 members) and other fields (agronomy, geography, policy). Members of the
committee were asked to independently formulate a set of questions which the fithess check should
address, in a way vith should cover all CAP objectives, relevant SDGs, and fitness check critatfa. A

day workshopwas conducted in Leipzig on 22.2.2017, to assess and merge the >200 questions into a
shortlist of the 52 most relevant questions that guided the evidendeegang process (sedppendix 1

for the list of all scoping questions). The scoping process also included the definition of fitness check
criteria, SDGs, CAP objectives, the design of the database structure and protocol for data gathering (e.g.
setting of keywords, search methods, inclusion and exclusion criteria, and analyses). These tasks were
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completed in awo-day workshopconducted 1415.3.2017. The criteria used for considering publications
as relevant are summarized Trable 3.1.1

PN

Table 3.1.1CritSNA I F2NJ AyOfdzaizy I yR EOf dzaA2y 27F- Lzt A0

FaadSadaSRé LWzt AOFGAZ2Yad

Inclusion Exclusion

Contribute to answering one or more of the Does NOT contribute to answeringear more of the
guestions identified during the scoping process questions identified during the scoping process
Address one or more of the three evaluation Does NOT address any of the three evaluation critel
criteria (CAP objective, SDG, Fitness check crite (CAP objective, SDG, Fitness chect&ra)

Explicitly relate to the CAP (language or Papers that only offer recommendations and
implementation). The publication has to specify suggestions on how the CAP should be, but do not
impacts of the CAP (i.e. not of agriculture in assess th€AP or its implementation itself

general)

After 2006 (~2005). Earlier publications included Before 2006 (~2005) or clearly referring to CAP
only if clearly remain relevant, i.e., refer to issue: instruments or impacts that are nlonger relevant

that have not changed in the CAP (i.e., prior to reforms)
Include noRrEU countries if offering evidence of Exclude nofEU countries if the publication does not
CAP impacts provide evidence of CAP impacts

Evaluations based on welkfined evidence and  Grey but not robust, i.e., does not meet basic quality
methods, either quatitative or qualitative. Grey  criteria or does not include evidence

literature could be included where adhering to

clear criteria or scientific robustness

Reliable, validated data (e.g. Eurostat) Opinions or invalidated data

3.1.2 Evidence gathering

We performediiterature searchesd 8 $S | LILJSYRAE Hw FT2NJ GKS tArad 2F | f¢
A0ASYy OS¢ a LINAYS &SIFNODK SyaAaAySsz O2YLX SYSsdfSR (i KNE
GKS NBLISFGSR NBGAAAZ2Y A | BdR2.)Bifh & igMiican2redddnNih 2065Sand | t Q&
in consideration of the large accession of new MSs especially from 2004 onwards, we focused primarily on
evidence published in the last deca(®062017). Publications were scanned based on title and abstract

to assess their potential relevance for the purpose of the present assessment. These papers were
AyOf dzZRSR Ay (KS FTANRG O2YLRYySy(d 2TFableaz® RI Gl o6l asSs f

Table 3.1.2{ G NHzOG dzZNB 2F (GKS RIGFolasS O2YLRySyd 2y aOF yR
and abstract)

Factor Details Comments
Metadata 1% Author, year, full citation, publication
type, search code
Status Candidate / used in repof Fully Some papers were used in the report bu

43



assessed and included in database /  not fully incorporated into the irdepth

checked by a second evaluator database
Relevance What is the potential relevance of the Listed basedm objectives, SDGs, and
publication for the study evaluation criteria

Relevant publications were then screened based ontéul, starting from the most recent to 2006.
Simultaneously to our literature search, a call for evidence was distributed through engterorks and

professional scientific organizations throughout Europe from -Mafch to midJuly 2017, via direct

emails, emailing lists of professional societies, and the social media, reaching some thousands of scientists

and other experts across Europe. The inclusion ageps collected through this call for evidence was

O2YLX SYSYUSR o0& |y 2ytAyS adaNWSeé o0dzaAy3a GKS a{ dzND
GOrtt FT2NJ SOARSYyOS¢ ¢4l a LdzomftAaKSR Fa LINLG 2F (GKS
incorporated into our database through the online survey by 48 contributors from 17 countries, and
information on many other tens was sent to us by authors or their peers. A subset of the proposed list of
publications was prioritized and included in the second cd@ny Sy & 2F 2dzNJ RFG¢F o6l aSz
I 44SaaSR¢ Thaistbialdrelavdngpydiicdtiomsdthef A A -RPZa8FdBLRE LIzt A OF (
provided in Appendix 3and Appendix 4

3.1.3 Data extraction

C2N) SI D abhdelSRE Liadattdd@re foloRiggatas & mewdata (authors, year, full

citation, whether it is a review or not, country(s) covered, etc.); b) CAP instruments, criteria, SDGs and
G2LIAO FaasSaaSRT OO0 /!'tQa AYLI Olda I yBncdjdiziefertrite T NB Y
used for efficiency assessment, instruments/policies compared for coherence assessment; e)
administrative level of impacts observed (EU, MSgimnal level or implementation by farmers). Team
members were asked to use information frotmet actual results presented in a paper, and avoid using
NBadzZ 6a FyR 02y Ofdzairzya (GKFG aSSYy (2 NBFtSOG I dzik
(particularly the UK, Germany, ltaly, Spain), the design and implementation of specific Erstsui

taken at a regional level (federal states, in the case of Germany). Therefore, we also examined at which
administrative level the impacts were observed (EU, MS or region). The structure of the database
O2YLRYSYy i 2§SHLIR 4 & [piesdrftedl OMableB2.ga A &
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Table 3.1.3{ G NHzOG dzNB 2F GKS RI (il & $5a OReY LIRS X O 120yA 20yFadzt & S S
Table 3.1.1

Factor Details Comments
Metadata Author, year, full citation, countries
covered, keywordsabstract
Topic Topic addressed in paper /| 2yaARSNBR a (KS

i.e., what does the CAP effect or what
are the studied consequences of an
action related to the CAP

CAP instrument(s) Pillar 1 vs II, key instruments (e.g. DP 4 levels used, and considered as the
AECM) and duinstruments (e.g. EFA ¢ AYRSLISY RSy (i @ NR |
within greening) elements of the CAP shape or affect the

outcomes observed

CAP objectives For each objective addressed by a  Justification based on results only; one
publication, details of the obseed publication could address one or more
impact or outcome CAP objective(s)

SDGs For each SDG addressed by a Justification based on results only; one
publication, details of the observed publicaion could address one or more
impact or outcome SDGs

Fitness Check criteria For each criterion addressed by a A publication could not be included
publication, details of the observed  without addressing at least one criterior
impact or outcome

Efficiency compared to Whatwas efficiency compared to?  Baseline could be other instruments

within the CAP or beyond it

Coherence pairs What pairs of policies, regulations or instruments were considered in assessir
internal or external coherence?

Methods Methods used in the paper

Conclusions and Conclusions and recommendations as proposed by the authors

recommendations
Conclusions and key  Conclusions made, and key lessons, taken by our team
lessons taken

We extracted additional data to conduct targeted analyses on spdgfics (see details isection 3.3.
Main data sources included Eurostat, Eurobarometer, FAOSTAT, FADN (at EU, national or federal state
level), EU reports and national reports to the EU, as well as outcomes of the 2017 Public Consultation.
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For each topiassessed, we summarized the outcomes of all relevant publications while organizing them
from more general (e.g., Ellide, reviews) to more specific (e.g. local studies). Once the overall outcomes
were summarized, we conducted a joint expert evaluatiorhwispect to the each criterion and topic
assessed. To this end,3aday workshopwas held 1618.10.2017, with 17 experts across the EU, to
discuss the overall outcomes and agree on an overall scoring of effect. Scores were based on the balance
between poftive and negative effects, as emerging directly from the assessment (i.e., number of topics
showing positive or negative effects, high or low performance), and hence included seven options: mostly
positive (++), more positive than negative (+), mixed i(e. both negative and positive outcomes), no
effect (0), more negative than positive) @nd mostly negative-{. The number of publications used to
derive the results, clarity and strength of the message emerging from the literature, as well as the
consistency of scoring given by experts, helped determining the level of confidence in the outcomes and
reaching a final consensus on the final score of effect.

3.1.4 Quality control

Each publication was assessed by a single evaluator. We howeveickbentsd a random subset of
publications in order to assess the quality of our data extraction. From 305 publications in our database,
over 60 were reexamined and crosshecked by a second evaluator. We checked a) whether all (and only)
relevant evaluation créria had indeed been addressed by a given publication, and b) whether the
statements were justified by evidence. This crobecking step, as well as the consistency of conclusions
obtained from our initial analyses compared to the outcomes after dataleapansion and further
analyses, offered a strong indication that the extent of our database and the quality of information
therein are adequate for addressing the questions addressed in this assessment. Notwithstanding, when
the number of publications wabmited, or substantial inconsistencies were noticed in the literature,
these were flagged and clearly marked in the results and/or discussion.

3.1.5 Reviewing

In May 2017 we presented the preliminary results in Brussels and distributed a first versi@report

and executive summary among the scoping committee and other peers. The executive summary and
presentation were also made public and attracted comments, aiding the process through of revising and
expanding the database and the report. In OctoblEivember 2017, we sent the updated version of the
report to four independent reviewers, and revised the report based on their detailed comments.

3.2 Evaluation criteria

Fitness check criteria have been adopted from the formal evaluation criteria of Eli¢paind legislation,

as recently employed in the fithess check of the Birds and Habitats directives (Milieu et al. 2016).
Nonetheless, some definitions remain vague or unclear. We developed more specific definitions of these
criteria for the purpose ofhis study through discussions in several meetings and workshops during the
scoping process. The conceptual background and methodological approach to address each topic are
presented in the following sections.
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3.2.1 Land use, farm structure and management

Impacts of the CAP on farmers (seeimonomy) and the environment are often indirect and result from

its contribution to changes in land use, fastiuctures and farm management. Therefore, prior to the
ONBIFRSNIJ aasSaaySyid 27 K& a/standadie sedbhFRcNdxbmhoSay ¢S |
overall patterns and trends in land use (changes), farm structure and management, and b) how the CAP
FFFSOGAa GKSYX RANBOGEE 2N AYRANBOGted tI LISNB ¢6SNB
[V tAyaL) OGaé AT GKSe SELIX AOAGEEe SEFYAYSRZ 2N O02dz R
observed patterns.

Changes in land use, farm structure and farm management are key to understanding both socioeconomic

and environmental impacts of theAP. Land use, farm structure and management practices are often

tightly related. For instance, changes in farm size are often linked to socioeconomic changes (e.g.
employment and rural vitality). Similarly, largeOl £ S FI NXYAy 3 06 S Gesyfredengdd 2F acC
for land and energy (Bartolini and Viaggi, 2012), often leading to negative impacts on landscape diversity

and habitat quality, e.g. increased soil drainage (Regina et al. 2016). It is therefore essential to first
identify overall trends ifand use, farm structure and farm management and identify the direct impacts

of CAP on these dimensions, before addressing the next level of consequences.

Several key socieconomic drivers of agricultural change operate independently of policy influences
First, technological changes and improvements allow farmers not only to increase yield but also to
potentially produce more with less. These capacities drive structural and-eooi@mic changes, for
instance, by putting pressure on farms to increase phoductivity per person, in order to maintain labour
productivity. Secondly, the global rise in human population is also accompanied by an increase in
consumption per capita. Global changes in consumer behaviour and food choices, for example, towards
higher meat consumption shape market processes that operate largely beyond policies. Consumers
demand low food prices on the one hand, but on the other hand, require good quality and sound
production. Such demands influence farm structures, choice of crogsr@nagement intensities, and

lead to the development of (private) labels and certification systems. The growth of cities and the
demand for area for infrastructure (e.g. roads) influence land availability and prices, as well as markets
especially in andraund urban regions. On the other hand, depopulation of marginal areas, for a range of
socioeconomic reasons, OCcurs in many regions.

We started by identifying key publications indicating overall trends in agriculture and farming in the EU,
whether theseare affected by the CAP or not. Against this background, we searched specifically for
publications addressing the direct effects of the CAP on these tretig®ugh payments, requirements,
regulations, etc. For overall trends, we used official statifiicg. EEA statistics on land use change,
EUROSTAT/FAOSTAT on farm structure and fertiliser use) and supplemented these-rbyigeed
articles on these topics. For farm structure, we analysed changes in farm size, farm type, economic farm
size, and labautype farmer's age. For farm management, we primarily analysed changes in fertilizer use,
pesticide use, livestock intensity and irrigation.

Keyword used land use change, farm structure, farm size, farms, herbicides, pesticides, farming
technology, fertizer, set aside, irrigation, drainage, reclamation, precision farming, GPS, deep tillage,
farm management, conventional farming, organic farming, water management (in combination with
G/ 2YY2y ! ANROdzZ GdzNF € t 2Tt A0eé 2NJ G/ !t £0d
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3.2.2 Effectiveness

Effectivenas considers the performance (or impact) of the CAP with respect to its stated objectives and
the SDGs. To distinguish between direct and indirect effects of the CAP, we separate between a
background situation, namely the status or trends in agricultugardless of the CAP, versus trends and
impacts that can be attributed to the CAP itself. Notably, a large number of topics was addressed, and a

fI NBS ydzYoSNJ 2F LJzof AOFGA2ya 6t+a ARSYUGAFASRI gAGK

it into a set of two general themes, namely seermnomy and the environment, and within them,
specific topics and questions. The topics analysed, and methods to address each, are elaborated in
section 3.3

3.2.3 Efficiency

Efficiency in a political or broagtonomic contextconsiders the relationship between the resources used
and the effects achieved. Resources floe government and the administratiotan be administrative,
regulatory, time or money spent, staff needed in the administration. Efficiencyalssto consider
opportunity costs okeconomic actorsuch as costs for land, labour and capital. We analyse efficiency by
relating the potential cost of a policy measure (for consumer, producer or the state) to its potential
benefits achieved.

Publicatios addressing efficiency were considered relevant if they indicated either actual costs versus
benefits (or their absence), or if they offered a comparison of efficiena@ber between different CAP
instruments, or between those and the instruments ddey other policies, directives or regulations. We

note that the benefits accrued by public goods, as well as many social benefits (e.g. wellbeing) are hard or
almost impossible to evaluate quantitatively (e.g. by assigning a monetary \alhess, both gantitative

and qualitative indications of efficiency were considered. We also included hypothetical costs such as the
costs of policy inaction (COPI), and studies indicating willingness to pay among farmers or the public.

Efficiency with respect to the sironment was also analysed directly for the purpose of this report, by

assessing the area, costs, and hence costs per hectare for areas under greening (e.g. Ecological Focus

Areas- EFA), agrenvironmentclimate measures (AECHMand Natura 2000 areaffusing on payments
relating specifically to grasslands as an exampkeking whether investments are proportional to the

0SySTAGa a AYRAOFUSR o0& GKS 9FFSOGA@SySaa NBadA

intermingled in the literaturewith effectiveness. In cases where the authors used this word but did not
address costs or efforts explicitly, we regarded the work as more relevant for the section on effectiveness.

Keywords usedefficient, costbenefit, impact, public goods, CAP d#ficcy, and social benefits. Searches
YFRS F2NJ ALISOAFAO (GeéLlSa 2F STFFAOASyOe I|ylfeas
9

a
GoAftAy3aySaa (2 LI eé¢ 2N bgAftftAyda G2 LIe&bx bHe9oo9.

® Note that there is a different definition of efficiency in the scientific field of efficiency and productivity analysie wher
efficiency is understood as the observed empirical performance of a farm in relatiomotieled optimal performance.
Studies in this area mostly use the term technical efficiency (Lakner & Breustedt 2017). In this study, we will mostly use th
broader definition of efficiency, which relates financial resources to political outcomes.
"One aproach to assign monetary values to externalities has been done by the seminal paper of Pretty et al. (2000).
8 Agrienvironmentclimate measures (AECM) were formerly Agnvironmental measures (AEM). In the 2013 @&Brm,
some options have been includdo tackle climate change. Due to the still recent substitution of the term AEM with AECM,
both names can still be found in the literature and we use both in the report synonymously.
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Agricultural PoD& ¢ 2NJ /!t é¢0d . Se@2yR fAGSNI GdzNB aSI NOKSazx
report (2016), the work of Minviel and Latruffe (2017), the EEIG report (2011), the works of McCloud and
Kumbhakar (2008) and Latruffe et al. (2017), and the TEEB repo@) (201

3.2.4 Internal Coherence

Internal Coherence measures the extent to which different objectives, measures and instruments within
the CAP are consistent and complement each other, or whether they are conflicting objectives or
incentives which may comprose effectiveness and efficiency. It also assesses whether the
implementation of the CAP across political levels result in complementary, efficient and synergistic
processes and incentive structures while reducing administrative obstacles and transast&n co

Analysing internal coherence sheds light on policy issues such as opagqueffrdéeisions among CAP
objectives, institutional and administrative hurdles resulting from uncoordinated implementation
processes. Major policy instruments in Pillar | dieect payments, coupled support, cross compliance
(CC), and the new elements from the last reform: young farmer scheme, small farmer scheme, Areas
facing Natural or Other specific constraints scheme (ANC, formerly Less Favoured Areas, LFAS), greening
(ERAs, crop diversification, permanent grassland). Pillar Il measures include an even broader range of
instruments, including, among others, AECM, basic services, village renewal, payments for natural
constraints, advisory services, quality schemes, orgaarimifg, and animal welfare (EC 2013d). To
address this complex policy, the analysis has been divided into severakstiins. The first analysis
acknowledges the inherent conflict between (food) production and environmental protection (water, soil,
climate, biodiversity). In this subsection we therefore focused on the coherence between environmental
measures (e.g. AECMs, Greening, CC) with productivity support (e.g. direct payments). The following two
sections analysed coherence within, and between, the Pillars. In addition, we harvested experiences
from the literature on the conditions for effective policy integration and bottom up approaches to
integrated CAP implementation.

Keywords used policy integration, coherence, Agricultural Fund for Rusaldibpment, EAFRD, Pillar 1,

Pillar 2, Pillar I, Pillar Il, first Pillar, second Pillar, Rural Developmertemgronment(al), AEM, AECM,

AES, agrenvironment, direct payments, greening, subsidies, payments, small farmer schemepffade
conflicts, RA 202 dzNBE ST NBF2NXI AYLIE SYSyYyGlFrdAzy oAy O2YoAYyl
G/ 't é0d {SINOKSa ¢6SNB dzadzffé& YIRS Ay LIANBR 2F 42
conflicts between instruments. Additionally, some papers werentified through other literature

searches, offering indication regarding internal coherence.

3.2.5 External coherence

External Coherence measures the extent to which other EU policies, directives and agreements with
overlapping competencies with the CABSar A y 1 SANI 6§ SR FyR O2YLX SYSyid St OK
produce coherent objectives and political incentives, without delivering conflicting incentives or
compromising the effectiveness and efficiency (in producing one outcome) in favour of anotlemamel

policies, directives and agreements operate at different levels, from global, through EU to national and
subnational. We structured our assessment according to evaluation topics as well as key policies and
directives of the EU.
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Key policies with smo-economic implications include the trade policy, the development policy and the

regional and cohesion policy. The trade policy is one of the important EU policies, since the common
European market is one of the main policy objectives of the EuropeamUTine links to the CAP is given

by the management of access to the EU markets for agricultural commodities. The level of tariffs and to

what extent tariffs have to be reduced, is subject to the EU trade policy.-MégOtiations and free trade
agreementsare negotiated by the DG trade, however, it strongly interlinks with the CAP. On the other

hand, the export subsidies by the CAP also strongly interlink with trade policies. The development policy,

which is strongly oriented towards sustainable developmé&tnsequently, the EU Commission supports

GKS LINPOSadaa 2F at2ftAa0e [/ 2KSNByOS F2N) 5S@St 2LIySyi
subsidized exports had large impact on national and EU development policies. The regional and cohesion
policy: The coheasn policies might interfere with balanced territorial development as one of the new
CAPpolicies. The cohesion policies are important in terms of Budget: In the financial perioe2@0te

9! ALISYRA opH O0YD € T2N 02 ESGBudgety thadpdridd (BUEanimissioli A OK A
2017c). The European Agricultural Fund for Rural Development (EAFRD) is part of the rural development
policy, so there is a strong interlink between both policy areas.

In terms of environment, the CAP is anticipatdd2z I f A3y SAGK GKS 9! Qa 02YY
Agreement for Climate Action and the Convention on Biological Diversity (CBD). In the Paris Agreement of
2015, 195 countries adopted the first universal legally binding climate deal, with the intentionidteira

global action plan and limit global warming. Similarly for the CBD, 193 Parties agreed in 2010 on a ten
year Strategic Plan to combat biodiversity loss over the next decade, and the EU adopted the
commitments in an EU Regulation by the EuropeatidPaent and the Council. At an EU level, the most
relevant environmental Directives are the Birdsnd Habitats Nitrate-, and Water-ramework Directives

as well as Natura 2000. The Water Framework Directive is a European Union directive which commits
Euopean Union member states to achieve good qualitative and quantitative status of all water bodies.
Several CAP instruments can contribute to the implementation of the WFD: Cross Compliance, statutory
management requirements, good agricultural and enviremtal conditions, rural development
measures. Natura 2000 is part of the conservation policy of the European Union, however with strong
links to the agricultural policy, since parts of the Natura 2000 are supported by the AECM, whereas other
parts of thispolicy is financed by the LIFE fund (EC 2013e). Natura 2000 is a network of sites selected to
ensure the longerm survival of Europe's most valuable and threatened species and habitat. CAP
instruments represent key sources of funding for the managemenfawfiland in Natura 2000 sites.
These include instruments from Pillar | (basic payments, greening payments, payments for Areas facing
Natural or Other Specific Constraints, voluntary coupled supports, small farmers scheme) and Pillar Il
(AECM; farm advisprservices, farm and business development, seftipgof producer groups and
organisations, quality schemes, Leader approaches, etc.). There is a considerable overlap between High
Nature Value farmland areas and farmland in Natura 2000, as the farmed lapsting habitats and
species of interest are identified as HNVf.

The CAP must also operate harmoniously with world trade, accordirgticles 206 and 208 in the
Treaty of the Functioning of the EU (TFBUKS 9! Q& O2YYAGYSyd (opmef A O& [/
is institutionalised in the Consensus for Developmdnty R L2 Ay da G2 GKS 9! Q& 20f

® see EU Commission. 2006. "The European Consensus on DevelopmesyigaBudnion 2006/C 46/01, url:

http://eur -

lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J%3AC%3A2006%3A046%3A0001%3A0019%3AEN%3APDF
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developing countries and particularly the Least Developed Countries (LDCs) in their endeavour of
sustainable development. The consensus reques& th9 ! (12 G LINA2NAGAAS adzLJJ2 NI
and other lowincome countries (LICs; Article 10) and support agriculture and rural development as
OSYGNrf LIAEEFNR F2N LR2GJGSNIE& NBRdAzOGAZ2Y 6{5D MO Iy
ecosy§ SYaé oOo! NHAOfS yo0 IO1ly26fSRIAYIT Ala NBaLRyaAoAa
SDG 15) and compliance with related international agreements (Article 105). With respect to Article 206

and 208 of the TFEU the European Union seeks to stpgwrmonious development of world trade and

a progressive reduction of barriers to trade. The WTO Agreement on Agriculture (AOA) established
common rules for agricultural trade. Constraints for domestic support were introduced to limit the use of
measures that directly affect production decisions and distort trade. An updated Consensus for
Development directly pointing towards the SDGs has been proposed by the EU commission and is
currently being discussed by parliament and council. We therefore assestetree to which CAP and

other EU policies produce coherent incentives to global markets and along value chains that support the

global implementation of the Sustainable Development Goals, particularly in developing economies,
without delivering conflidhg incentives or compromising the effectiveness and efficiency (in producing

one outcome) in favour of another.

The level of external coherence was assessed per theme (policy arena), seeking to identify possible
synergies and tradeffs, as well as polital conditions and outcomes. External coherence was always
O2yAARSNBR Ay GSN¥xa 2F GLI ANBE 2F LRftAOASE 2N RAN
instruments, or implementation. We also analysed conflicts of interests between relatednrents or

political processes and how they may emerge from, or affect, both the design and implementation of the

CAP.

Keywords usedcohesion policy, biodiversity, policy integration, coherence, traffie conflicts, growth,

world trade, trade distortin, trade effect, distorting, decoupling, impact and trade, climate, greenhouse

gas, GHG, health, organic farming, animal welfare, water, soil, volatility, conservation, policy coherence
F2NJ RSOSt2LIYSyidz t/53 F220LINAYydzNOAYyt DR2X¥OA Y| GNR Y/ b
case of the Nature Directives, we used information on coherence also from their respective Fitness Check
(Milieu et al. 2016). With respect to water, we assessed the Fitness Check of EU Freshwater Policy (EC
2012). We furthe searched for publications addressing both CAP and each of EU policies in related fields,
SodId abAGNI 1S4 RANBOGADGSET a2 GSNJI CNIFYSE2N] RANBOC
RANBOGADGSeéd ! RRAGAZ2Y I f Lddeferehodd ainch cthgrditeratuBeNsBarcieRSry G A T A
other topics (e.g. soil and water) and fithess check criteria, offering further inputs on external coherence.

3.2.6 Relevance

Relevance refers to the ability to address current challenges, needs and priastmerceived by society

(farmers and other citizens), policy makers, stakeholders, science and scientists. It also evaluates the
ability to make use of the most updated criteria, tools and knowledge for policy design, implementation

and evaluation. Asseksy 3 (G KS /!t Qa NBfSOIFyOS NBIljdzANBa O2yaiRe
needs of individuals, groups and stakeholders, and must reflect on current societal and political discourse

and ongoing discussions. Since questions of relevance and puldigtammee are challenging to address
AOASYUATAOIEt s 2dzNJ FaaSaaySyid 2F (GKS /1tQa NBftSQ
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scientific articles. We first assessed the relevance of the different CAP objectives, key instruments, and

the overdl division of budgets. We then inspected recent Eurobarometer about the CAP as well as the

recent EU consultation on the CAP. Finally, we evaluated the CAP's current design and evaluation
framework. This was done by asking a) whether the CAP's desigimalementation follow the best

available knowledge, b) whether it has the right level of flexibility to respond to evolving needs, and c)
GKSOGKSNI /!t Qa Y2yAdG2NARYy3a A& | RSldza 6§S® 2SS S@IfdzZ GSF
on a selection ofdpics: income support, biodiversity, climate change and High Nature Value Farmland.

Keywords usedrelevance, relevant, objectives, new objectives, public, questionnaire, survey, opinion,
acceptance, perception, monitoring, evaluation, indicators (in@diny I G A2y GAGK &/ 2YY2Yy
t 2t A0@¢ 2NJ a/!té0d ! RRAGAZ2Yy L {1S@&@ R20dzySyida dzaSR
the monitoring and evaluation framework of the Common Agricultural Policy 2028 (EC 2015a), the

Special Eurobarometet40 (EC 2016), the regular Eurobarometer surveys (conducted twice a year among

circa 30,000 EU citizens) and the 2017 Public Consultation (ECORYS 2017). Among these sources,
Eurobarometer provides a more representative and unbiased results throughoUuE 8 and should

therefore be considered the better source to analyse public perceptions with respect to the CAP.

3.2.7 EU Added Value

EU added value refers to the value of having a certain policy at the EU rather than at the national level.
We consideredadded value" in a holistic manner referring to the different CAP objectives as well as the
economic sense. ldentifying and quantifying the EU added value requires a baseline for comparison. We
mainly followed Heinemann et al. (2013b) who suggests theviialg potential baselines: 1) spatially,
through studies comparing countries inside and outside the EU (e.g. Switzerland, Norway, Ukraine,
Turkey); and 2) temporally, by following the development path of countries before and after their EU
accession, witlthe most relevant event being the accession of 13 new MSs since 2004. Such comparisons,
however, must consider that neBU countries differ significantly in terms of their economy (and relation
with the EU); and that accession to the EU entails more fhsinthe implementation of the CAP.

We assessed the possible EU added value for different objectives of the CAP, based on the comparison of
CAP and NE€AP situations, mainly in the context of EU accession of New MSs. We also considered
surveys and modetig exercises assessing what may happen under specific scenarios, such as abolishing
GKS /1t 28 y23S GKFEG € AGSNF GdzZNS NBtFGAy3a G2 GKS |
in terms of overarching standards across the EU or their adoptiather countries beyond the EU, were

not actively assessed in this study.

From an economic perspective, the added value can be understood as the potential value of each Euro
spent by the European Union rather than by a national state. Based on Heineshain (2013b), a
LR2AAGADBS 9! I RRSR @I fpdshive N enefitsyi ithe bendfits shauldexodedite | 0 6
Oz2ailia 2F LidkoyiR Oo va LiskgeRENity i@k dlicspending at the European level should be

larger than those athe nationalleved @ 2 S |yl f @a4SR (GKS /1t4dad SO2y2YAO0 |

Keywords used EU added value, added value, standard, regulation, accession, aboliSBARO

nationalize, scenario, pan European, transboundary, new member states, Eastern,Ewaogidon, post

soviet, postcommunisto Ay RAFFSNBY (G O2YoAyldAz2zya FyR Ay O2Yo0AYy
2NJ a/ !t e€vo

52



3.3 Evaluation topics

We identified 12 evaluation topics based on the intersection between CAP objectives, SDGs asd Fitnes
Check criteria. We used these topics to structure our evaluation of the CAP effects within each criteria.

3.3.1 Growth of agricultural productivity

The first CAP object|ve is to increase agrlcultural product|V|ty 88(i)). In Article 39a, the EUaseés as

aS02yR 202S00GAGS GKIG GKS /!t &akKz2dzZ R aAyONBI a =N
and by ensuring theational development of agricultural producti@nd the optimum utilisation of the

factors of production, in particular I&dzNE @ Ly adzyYYI NAT Ay3 GKS 2dzid2YSa
pay careful attention to the difference between production, which refers to the amount produced in a

given field or farm (= outputs); and productivity which is defined as the relation beteegut and input
6CdZAtAS HAMHO® {AYyOS GKS 9/ Hnmn tNAZ2NARGE a@AlFofS
only on the question of productivity. We also note here that increased agricultural productivity entails

that examination of the Elbjective (39a) must be done not against productiviigr sebut to

Wt NP RENBPAMAINKIED | 1Se StSYSyid 2F LINRPRAdZOGAGAGEXT & |
We¢ SOKYAOFE 9FFAOASYOe 6¢90Q ¢ KA OFKfthe éxistingt&hn@dgyJdr OA ( &
that is, either to produce at the maximum level with a given set and level of inputs or to use the minimum

level of inputs to produce a specific level of output (Minviel and Latruffe 2017). Reduced efficiency has a
negative infllence on output and, in the short term, can outweigh productivity (Minviel and Witte 2017).
Technical progress can increase technical efficiency and/or improve productivity over time. We
investigated the extent to which CAP measures, in particular Disgahents, affect or distort production

decisions, i.e. to what extent they influence production decisions made by farmers, influence or
incentivise growth of agricultural productivity.

Keywords used technical efficiency, productivity, technical changechieological progress (in
O2YOAYIlGA2Y SAGK G/ 2YY2y | ANROdA GdzNF £ t2f A0&8¢ 2N a

Data analysedWe used data from the main system describing the degree and type of policy support is

0KS h9/5Q4 dat NPRdAzOSNJ { dzLJLJ2 NI 9 a { o vahalyss the pofertial ¢ o6 h 9/
influence of the CAP on production decisions and production distortions. We also analyse European data
F2N) a{dFyYRIFINR hdzilddzi o6{h0é¢ 2y LINPRdAZOGAZ2Y 09dz2NRadGl
(TFP; USDA 2016).

3.3.2 Fairstandard of living for farmers

tKS dS0O02yR 202S00GAGS 2F (GKS /!t A& (G2 aaSOdaNB | 7Tl
(1) b)). Interestingly, fair standard of living is linked to productivity growth. The-gafities somehow
highh 3KGa | RATTSNSY viabke Xowdpyodustiany | oae (RKST AFVAANGETI &/ S /!t

two partially-overlapping objectives (fair standard of living and farm viability) relate to SDGs 1 (reduce
poverty), 8 (decent work and economic growthhd 10 (reduce inequality)Ve assessed whether direct
payments, the main CAP instrument addressing income objectives, allow achieving a fair standard of
living, individual earnings or viable farm income. We used farm income as an indicator to asses#the
effectiveness, and the level of equity in the distribution of payments (GdMificient of inequality) as an
indicator to assess the CAP efficiency in terms of air standard of living, individual earnings or viable farm
income. We analysed data on théstribution of direct payments for different farm size classes from 2004
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Keywords used:farm income, subsidies, decouplatirect payments, decoupling, rural poverty (in
RAFFSNBY(G O2YoAyldA2yad YR Ay O2YO0AYlIGA2Y G6AGK &/ 2
FYR alLl2fAO&£0 D

Data analysedWe used data on direct payments from the EU commission and data from tiopezun
GCFNY ! O02dzyiiAy3 5FGF bSGE2N] oO0C! 5b0¢d

3.3.3 Market stability

In the past decades the interpretation of market stability has significantly changed. Prior to recent
reforms, market stability was interpreted as having domestic prices fixed and piodwpantities

managed at levels which were based on political decisions. This was ensured by a) public
intervention, b) variable export refunds, c¢) variable import levies, and d) production quotas. Together

with the objectives of Article 39 (1) d) to assuthe availability of supplies and e) to ensure that

supplies reachansumers at reasonable pricdseise topics cover parts of SDG 2 (Zero Hunger) which

I A Y & achiiee fa@od security and improved nutritionX 0 ¢ @ { SOSNI f NBF2N¥a KU ¢
marke distortions: Nowadays a stable market is rather interpreted as a functioning market which is
integrated into the world market, where price signals can be transmitted to domestic producers and
consumers. This was achieved by the reduction of public iaetdion to safetynet levels,

abolishment of export refunds, reduction of import tariffs and the ending of production quotas. We

note that agricultural markets are also affected by bilateral and multilateral trade agreements, e.g. the

' NHz3dzl @ NERRSHWRS NIF GIKBNBSYSyid 2y ¢FNATFFA YR ¢N}YRS o
WTO Doha round, which was not concluded yet, as well as by the growing number of bilateral free trade
agreements with third countries. These, however, are beyond the CAPth&¥efore askedto what

extent the recent CAP reforms brought domestic prices (price movements) in line with international

prices (price movements), and what are the consequences of these changes.

Keywords usedstable markets, price volatility, price trangsion, market access, market integration (in
RATFSNBY(G O2YoAylGAz2ya IyR Ay O2Y0oAYylGA2y G6AGK &/ 2
used grey literature and official reports identified through EU and OECD. In total, 23 publications were

used (19 scientific papers and 4 reports).

Data analysedWe used price data for wheat in Germany and on the world market, as an example to
demonstrate long term price developments at the national versus global levels (von CGiiaanbadel &

Ihle, 2015). As &ey indicator, we used the amount of EU export subsidies, documented in the WTO
subsidies database (WTO 2017).

3.3.4 Balanced territorial development

hyS 2F GKS GKNBS 202SO0GA@Sa F2NXNdzZ SR o6& (GKS 9
developmenE A GK | F20dza 2y NHz2NIf SYLIX28YSyds 3INRsOK |
agricultural jobs is also one of the main rural development goals for-2020 (Regulation (EU) No. 1305/

2013). This objective is related to SDG 10 (reduced inegualfchieving a balanced territorial
development implies promoting the social fabric of rural areas, preventing the migration of young,
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motivated people, supporting agricultural employment and labour, and maintaining the structural
diversity of farms andural livelihoods (European Commission 2011). It also implies providing adequate
access of all local actors in rural communities to the entire spectrum of CAP benefits (Holzer et al. 2015).
While most CAP instruments and measures may contribute to a balaecetorial development, some

are likely to play a major role: 1) Direct Payments, because they represent the largest proportion of CAP
payments; 2) Pillar Il payments aiming at diversifying farms and rural areas, leading to new opportunities,
e.g. toursm and other offarm-activities, and therefore providing indirect support for employment and
fFL02dz2NJT o0 GKS YSI&adz2NE RSaAIYySR (2 KSELI aaStiAay3a c
the measure on Areas facing Natural or Other Specificsi€ants - formerly known as Less Favoured
Areas (LFAs)which targets mountain regions and other areas with biophysical constraints. We placed
particular emphasis on the support for remote rural areas, poorer countries and new MSs. We also
analysed how tie distribution of income support payments can contribute to a balanced territorial
development. Most important sources of literature were peeviewed articles presenting quantitative

case studies (econometric modelling, descriptive statistics, muliteaeind regression analysis). We also
included findings from several peegviewed articles presenting qualitative case studies (interviews).

Keywords usedemployment, labor, labour, rural development, migration (in different combinations and
in combinaton with "Common Agricultural Policy™).

Data analysedWe analysed the distribution of direct payments across farm size classes and calculated
GiniCoefficients for all member states for 20@615. We calculated the contribution of direct payments

to farm profit based on FADN. We analysed Eurostat data on the development of agricultural employment
over time.

3.3.5 Climate action and energy

One of the new 201priority of the CAP is to achieve a "sustainable management of natural resources
andclimateactg hb® ¢ KAA 202SOUGAGBS O2YLX ASa gAGK GKS 9! Qa 2
Convention on Climate Change (UNFCCC; Article 208). It is related to SDG 13 (Climate Action) and, to a
lesser extent, to SDG 7 (Affordable and Clean Energy). Theofopnergy use and efficiency is strongly
related to climate action. Given this strong link and the paucity of publications on the effects of the CAP
on energy per se, the two topics were clustered in our analyses. The three main sources of agricultural
GHGemissions reported by the EU to the UNFCCC are 1) soil emissions of nitrous gRiderigiinating

from organic and mineral nitrogen fertiliser, 2) enteric Methane JGthissions from livestock digestion
processes, and 3) methane andNemissions fronmanure management (storage of animal manure).

Other sources related to agriculture, but not reported in these categories, have a comparable effect on
GHG emissions, including land use within and outside the EU, as well as energy used by farms. Although
we acknowledge that climate change adaptation is an important issue, there were too few publications on
this dimension. Our analysis therefore concentrates on climate change mitigation. The CAP is likely to
influence GHG emissions: 1) indirectly, througfeiilizer management (Cross Compliance with Nitrates
Directive, WFD) and instruments influencing herd size; 2) via the inclusion of climate into AECMs in the
2013 reform; and 3) though secondary effects of greening measures. We quantified agricultural GHG
emissions and analysed the reasons for changes in the past. We evaluated the most important categories
of GHG sources and relevant CAP instruments (if existing). We analysed what the CAP potentially could
achieve, by evaluating references on possible tagdetheasures and marginal abatement costs (the cost

of reduction per ton of Cg).
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Keywords used GHG, greenhouse gas, methane;ON C@, enteric, climate change, mitigation,

adaptation, energy, bioenergy, energy crops, renewable energy, sustainable ecleegyenergy, energy

use, energy efficiency (in different combinations and in combination with "Common Agricultural Policy"

2N G/ !t é0® C2NJ 2dzNJ S fdzZ GA2Yy 2F 2@0SNItf GNBYyRasz 2
2017, report to UNFCC@h EU GHG emissions). Resviewed articles included case studies and

modelling approaches. Grey literature was particularly important with respect to the effects of specific

CAP measures on climate.

Data analysedWe used data from EEA (2017), Eurosiad van Doorslaer et al. (2015) to analyse trends
on GHG emissions.

3.3.6 Soil protection and integrity of water resources

The new 201AINRA 2 NA G& 2F GKS /1!t 2y a&qadzadlrAylFoftS YFylF3aSy:
soil and water resources. Thibjective relates to SDG 6 (Clean water and sanitation). Both resources are

crucial for agricultural production and human wellbeing. Both resources are connected: soil quality,
erosion, nutrient load, or pesticides affect water availability and qualitg-vérsa water availability and

jdz- t AGe T FFSOG az2At FyR I 3INROdz GdzNF £ LINRPRdzOGA DA (&
concerns primarily watenduced erosion, while our assessment regarding water resources focuses on

water quality (pollition) and water uptake for irrigation. Our literature search also included risks such as

floods and landslides. CAP instruments most likely to have direct effects on soil protection and water
resources include Cross Compliance with the Nitrates DireatideGood Agricultural and Environmental

Conditions (GAEC), and some AECM. CAP's influence on crop choice is also likely to have indirect effects

on soil protection and water resources.

Keywords usedSoil, erosion, water, pollution, nitrates, WFD, irrigatiflood, risk prevention, landslide
OAY O2YOoAYlFdA2y 6AGK &/ 2YY2y | ANROdz GdzNI £ t 2f A0e&¢

Data analysedKey sources evaluated for general trends and CAP's effects include a JRC report on the
state of soils in Europe (Jones et al. 2012) and, derwan assessment of the European Court of Auditors
(2014) on the integration of the WFD with the CAP.

3.3.7 Biodiversity and ecosystem services

Agricultural areas in Europe have been claimed for their potential contribution for biodiversity
conservatim and the provision of ecosystem services (ESS; Biodiversa, 2017). Such claims relates to
the diversity of the observed agricultural landscapes and farming systems, some of which are known
to support not only natural and seritural habitats, but also spées fully or partially dependent on
the maintenance of specific management practices. Biodiversity and ecosystem services are tightly
linked with each other and biodiversity may be a key driver of ESS (Tscharntke et al. 2005, Duncan et
al. 2015). ESS arnhe goods and services that humans benefit from a healthy functioning of
ecosystem. These can include various dimensions including social, economic and environmental
needs as well as subjective happiness (Summers et al. 2012). In this report, we onhtrededen
services provided by natural and sengitural ecosystems. Issues relating to biomass production by
and within agricultural areas (provisioning services) are covered in the respective section on
productivity (seesection 4.3.). ESS related toiclate regulation, soil and water are covered in the
respective sections as well (seections 4.4.1 and 4.4)2Here, we therefore focused on studies that
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either looked systematically across ESS or addressed key ESS that are not covered by other sections,
such as pollination, pestontrol, or cultural services. Considering the recognized impacts of
agricultural practices on farmland biodiversity and ESS, we assessed here to which extent the CAP
affects changes in, or incentivizes, the adoption of measumd iaterventions that benefit
biodiversity and ESS. We also examined whether the CAP effectively and efficiently acts to reverse
the ongoing trends of biodiversity decline and, thereby, biodivergtgted ESS.

Our review focused primarily on AECM, grieen and CC as key instruments for maintaining biodiversity
and ESS. Apart from AECM, there is too little evidence for other measures within Pillar Il to be included it
in the analyses. We also considered HNVf, as these are among the biodiversity isdiiian the
Common Monitoring and Evaluation Framework implemented to monitor the impacts of the CAP. HNVf
are characterized by lorgstablished, specific loimtensity farming systems (low levels of agrochemical
inputs, mechanization, and livestock stouk levels and rotational uses of the land). They include
livestockbased systems, arableased systems, permanent crop oriented systems, and mixed farming
systems, and their maintenance support the presence of a high proportion ofretomial vegetatiorand
smaltlscale elements such as field margins, hedgerows and trees intermingled with farmed areas
(Beaufoy and Cooper 2008; Pienkowski 2011; Lomba et al. 2014). Some HNVf are characterized by
complex, labour intensive practices, livestock breeds and typps adapted to the local biophysical
conditions, e.g. soils and climate (Keenleyside et al. 2014). While not specifically tailored to HNVf, AECM
are among the policy tools that have been mobilized within Rural Development Program (RDP) to assure
the mantenance of farming practices known to support high levels of biodiversity and to the wide
provision of ESS in agricultural landscapes. Finally, we examined whether any publications relating to the
status and trend of farmland biodiversity point to direeffects of the CAP by instruments that are
designated to other objectives; examples include Direct Payments and ANCs (formerly LFAS).

Keywords used biodiversity, ecosystem services, cross compliance, ecological focus areas, crop
diversification, high naire value farmlands, HNVF, HNV, permanent grassland, pollinationcqetsol,
F2NBadz FTFF2NBaldl A2y F2NBaldNeR: FSatGKSGAOS G 2d
' ANR Odzf GdzNF £ t 2t A08¢é 2NJ a/ !t £€0®

Data analysedKey publications addressing the! t Q& LISNF 2NX | yOS A G K NBaLISOI
AyOf dzZRSR . FGFNE SG fd ownmp0d YR {dziKSNIFyR Si
(2016) for greening, the Fitness Check of the Birds and Habitats Directives (Milieu ebalfc2@C, LFA

as well as coherence between the CAP and the Nature Directives, and Oppermann et al. (2012) and
Keenleyside (2014) as key sources of information on HNVf both in the EU and in other countries in
Europe.Additional material was provided dirdgtby RSPB (158 publications on AECM performance). A

call for evidence published by the EU project EKLIPSE delivered additional publications with respect to
greening. Key publications with respect to farmland ESS included MAES reports 2013, 2014, 2016.
Addtional data to assess the overall trends of biodiversity were the Farmland Bird Index (source: EBCC,
RSPB, BirdLife international, Statistics Netherlands), and th&®apean Grassland Butterfly Indicator

(source: Butterfly Conservation Europe / StatistNetherlands, both covering the years 129115.

3.3.8 Organic farming in the context of sustainable farming
¢CKS /1tQa ySg 20 2S0ipiedy aseéksto fBstef shsyaBdblé rRingsgstemsmandn
green growth. The UN (2016) definasstainable growth as growth or development that minimized the
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use or depletion of natural resources and the use of toxic materials. Following the OECD, the objective of
green growth is to seek an economic growth pathway which would allow natural assetntmue
providing resources and services. Strategic elements of green growth as identified in the agricultural
context are: a) increased productivity, b) internalization of the costs of negative externalities, c) increase
of positive externalities, and dhe provision of public goods by agriculture (OECD 2012). Therefore, we
examined whether, and how, the CAP supports sustainable agricultural systems and practices that fulfil
the concept of green growth.

To identify which systems should be included instpart of our assessment, we considered how
operational a farming system is. According to Pretty (2008) a functional system of sustainable farming to
support green growth requires: a) a legal definition of a sustainable farming system; b) a functioning
control system; and c) a wetlefined policy framework and measures. From an economic perspective,
Fritsch (2014) proposes that d) a marketented approach would be superior to any approaches based
on subsidy as it can reduce the dependency on policy stipbtiickel (2015) lists four main approaches

to sustainable or environmentally friendly farming which include some of those features: organic farming,
conservation tillage, integrated pest management and precision farming.

Organic farming is a holistic pqwach based on the objective of closed nutrient cycles, the development

of fertile soils, wide crop rotations, a limited animal density, animal friendly stable system and the
absence of synthetic pesticides and chemical fertilizer (Mockel 2015, Vogt 2003 farming system has

been developed by different organic farming associations in Europe (Lakner & von-Ntiger2014). It

has a legal definition and a control system (Gambelli et al. 2012). The fundament of the support for
organic farming is the Etégulation 2092/1991 for organic plant production and -Edulation
1804/1999 for animal production (EU Council 1991, 1999). Both were unified-bggHldtion 834/2007

(EU Council 2007). The main objective and rationale of organic farming policies $sighbert of
environmentallyfriendly farming (Stolze & Lampkin 2009). The EU has established a functioning legal
framework for organic farming since 1991 (Sanders et al. 2011, Sanders et al. 2013), and the standards
have been defined by ERegulation 2092/@ and 1804/99. In 2007 the legal framework was unified
under the Ekregulation Council Regulation (EC) No 834/2007. Since 2013, the EU is discussing about
further reforming the organic framework. There is also a significant market for organic products.
Implementation strongly depends on MSs (see for details Sanders et al. 2013: pp. 289/290). The positive
environmental impacts have been reported in multiple studies (Maeder et al. 2002, Hole et al. 2005,
Schneider et al. 2014, Reganold & Wachter 2016), aerkthre different scientific bodies who described
organic farming as a preferential approach to sustainable farming on the national level (e.g. German
Council for Sustainable Development 2013) and on the international level (IAASTD 2009).

Conservation tige (or zero tillage farming) describes farming systems which minimize ploughing in order
to improve soil fertility and reduce potential erosion. However, this system often then applies plant
protection measures (herbicides), negatively affecting plant @mimal diversity. Following Mockel
(2015), the system can provide some environmental benefits and it can be combined with both
conventional and organic farming systems, but it is not sufficiently tested. There is no legal definition of
this farming systen and no market for products based on these techniques.

Integrated pest management (IPM) describe farming systems which aims to reduce the level of pesticides
by monitoring pests, and using mechanical or biological control methods instead of chemical2QE2p

and is regulated by Directive 2009/128/EC and Regulation 1107/2009. The system defines thresholds that
must be reached before applying pesticides. The environmental and economic impacts of this system
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need to still be assessed (Mockel 2015). In soRlJregions, integrated farming is listed as agri
environmental programs (e.g. in ltaly). But the attempt to upscale this system in the EU was not yet
successful. It is not a marketiented approach and it is not systematically connected with the CAP at
LINBaASyidd Ly O2yiNI &G Ay {6AGT SNIFYRI 2ASIZABEBESNR 2°
that prescribes higher environmental standards with respect to biodiversity conservation, and thus
achieves a higher market price. However, thishis only significant market for IPM products we are

aware of.

Precision farming describes farming systems which use sensors and satellite techniques to target
agrochemicals (pesticide, fertilizers) more efficiently, e.g. depending on soil propertiestairhiag
system is strongly dependent on modern techniques and is therefore captigalsive. While it can bring

a number of environmental benefits and can be combined with any other farming systems (Méckel 2015),
precision farming per se cannot be defthas a farming system or relating necessarily to environmental
protection contexts. Also because there are no specific regulations in the environmental context, it
cannot be linked to a greegrowth strategy.

Among the abovementioned farming systems, ootganic farming includes a legally defined standard
and control system, which is crucial to create a reliable standard for green growth. Additionally, there are
no significant markets for farming systems other than organic farming. We therefore choseut dar
assessment on organic farming as the broadest and most established systenfirst assessed the
status and development of organic farming systems over time, and investigated the contribution of
CAP to support them. We assessed the proportionalgets! allocated to organic farming, but also
examined the broader balance, namely, whether the CAP more generally supports sustainable
farming systems, as well as systems that can be considered as unsustainable.

Keywords used organic farm*, biological cordl, Integrated pest management, precision
agriculture, diversified farming systems, sustainable, &)©2t 2 3 O6AYy O2YoAyl GA2Y
I ANRX Odzt G 8zND d)/ 't t2¢f A O@ ¢

Data analysedKey publications for organic farming are Sanders et al. (2013),dércand Reganold
(2014), Reganold and Wachter (2016). We also evaluated data on organic farming provided by Eurostat
and the German Ministry for Food and Agriculture.

3.3.9 Animal welfare

Growing public concern for ethical impacts of agriculture has begited, especially about farm animal
welfare due to widespread change as well as the evolution of societal values concerning the proper value
of animals as sentient beings. In addition, there is growing concern about industrial animal production
due to poential risks for human health (food safety incidences, use of antibiotics, diseases etc.). Modern
industrial animal production symbolizes a way of agricultural production that is hard to understand for
consumers who are today largely estranged from thdaeand feel a deep gap between their romantic /
idyllic farm image (mixed farms with free ranging animals of all kind) and current realities. Public debate
about farm animal welfare represents a highly challenging discourse revolving around numerous trade
offs related to more sustainable production.

Although no CAP objective directly tackles such issues, the Protocol on Animal Welfare has been adopted
o8 GKS 9! Ay !'YaliSNRIFIY ¢NBFGe 2F mMdpprd !  FdzNI KSNJI 2
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has also been defined B@ouncil Directive 98/58/E@cluded under CC. It focuses species kept for

food production, wool, skin, fur, or other farming purposes. These rules are based oBullopean

Convention for theProtection of Animals kept for Farming Purpgsesich acknowledges the smalled

WFAGPS FNBESR2YaQY FNBSR2Y FTNRY KdzyISNJ I yR GKANBRGE 7
disease, freedom to express normal behaviour and freedom from fedudéstress. In the Lisbon Treaty of

Hnnd HKAOK | YSYRSR (GKS ¢C9! 3> I NIAOES mMo 2F ¢AGES
States shall, since animals are sentient beings, pay full regard to the welfare requirements of animals,
whilerespeck y 3 GKS fS3AattdABS 2N RYAYAAGNT GADBS LINB OA &7

Animal welfare issues are embedded into the principles and regulations related to organic farming, and
farmers in the EU are obliged to respect these standards. The msirurnent to do so is via the
Statutory Management Requirements within CC, linking Direct Payments with the regulations for animal
health and welfare (among others).

Keywords used animal welfare, in combination with other words such as payment, impaats (i
O2YO0AYlFGA2Y SAGK b/ 2YY2Yy ! ANROdZ GdzNF £ t 2f A0&b 2N &

Data analysed:To our best knowledge, there is no systematic data collection on animal welfare
throughout the EU.

3.3.10 Health, sustainable consumption and production

Several topics in our assessnt emerged primarily from our third question about the ability of the CAP

to contribute to SDGs. One must consider a) that SDGs reflect global rather than EU targets (and hence
not all of them are relevant to the EU) and that SDGs themselves have beeuldted very recently.

One can hence not anticipate studies to have reflected specifically on SDGs. Accordingly, we focused on
both explicit and implicit reference to SDGs according to the themes they address.

¢tKAa Aa GKS OFasS TRWI dfk$S A2y IddY LdilARlyE (IKy=SR aldpRiR dzO i A
crosscutting issues and could not easily be addressed within a single evaluation criteria. It was therefore
evaluated within a separate section on craggting issuesgection 4.10.}.

The firsttopic relates to SDGs 3 (health and wellbeing) and 12 (responsible consumption and production).
We linked these two topics because, in the case of agriculture and food, the two are tightly linked. There
are various ways in which agriculture affects pubéalth. Direct and intuitive impacts relate to the use of
agrochemicals, and consequent pollution. This topic is addressed in our evaluation of soil and water, as
well as the topic of organic farming which explicitly sets regulations with respect to agnicdls. The

CAP influences consumer's health also indirectly by its impact on food markets, which can have effects on
the diets and consumption behaviour of EU citizens. Relevant CAP instruments include coupled and
decoupled support that can constitutedimect subsidies to certain types of nutritional products. Here we

note specific public concern regarding the health effects of excessive consumption of animal products.
Also demaneside measures are relevant, such as the school milk schemes. Farmlanoffalso
recreational landscapes which have been demonstrated for their contribution to mental health and
gSttoSAy3 6alNaSttS SiG Ffd HnmoX [SS SG td Hampo
natural environment indicate% of visits to n@ral environments in England are to farmland, with 209

million visits to farmland in one year (Natural England 2010, p\VE2)note that therapeutic horticulture

YR OFNB FINXYAYy3I SEA&G & 6Stftd ¢KS /! hoRever,AsY LI O
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covered indirectly in our section on land use change, and more directly in our section on biodiversity and
ESS.

We analysed the effect of CAP support to different types of producers or certain types of food (specifically
animal products) and emandside CAP measures. We also analysed indirect CAP subsidies with
recommendations in light of studies on nutritidnduced diseases. Finally, we analysed CAP effects on the
recreational functions of farmland landscapes.

Keywordsused Health, healthy @t, obesity, meat, dairy, animal products, consumption (in different
O2YO0AYylLGA2ya YR AY O2YO0AYlLGA2Y GgAGK b/ 2YY2y | ANRO

Data used:Our literature research included a limited number of peeviewed articles and reports,
where these could demonstrate a relation between the CAP and these two relevant SDGs. We also
conducted evaluations of relevant statistics such as FADN.

3.3.11 Reducing inequalities

The new CAP objective (20p€iority 3) (EC 2010) "Balanced Territorial Developthéncludes a
component on reducing inequalities. It is also a general objective of other EU policies, such as cohesion
policies. Different levels of inequalities are relevant for agriculture and the CAP: Inequalities between MSs
and regions of the EU, bgeen urban and rural areas (see also SDG 11), and between farms and farmers
depending on area, location, size and socioeconomic background, age and gender (SDG 5). Here we focus
on economic inequalities between MSs and farms. Differences between urbani@hdreas are covered

in the section on "Balanced Territorial Development". When analysing differences between MSs level, we
focus primarily on the situation in new MSs, where different living conditions existed and still exist as a
result of the époquef socialism. We evaluate the CAP's direct and indirect effect on these differences by
analysing literature on intended and unintended effects of direct payments, and also by examining
literature that assesses the suitability of direct payments and RDRumesito the conditions in new MSs.

For inequalities between farms, we concentrated on distributional effects of direct payments between
farm size classes. This topic represents econgBng issues and could not easily be addressed within a
single evaluaobn criteria. It was therefore evaluated within a separate section on ecafisg issues
(section 4.10.2.

Keywordsused equity, inequality, distribution, NMS (in different combinations and in combination with
b/ 2YY2y | 3NRK Odz { dzNJ rhostly evaluatephere@ieMiddartidles, &ingd @lsozrefvant
reports, the latter particularly on EWide effects of direct payments.

Data analysed:We complemented the analysis by own evaluations of -Geificients reflecting
inequalities in the distribubn of direct payments between farms, differentiated by MS and assessed over
time, in order to ask whether levels of inequality are increasing or decreasing over time and where.

ododmH Df2olf SFFSOGa 2F 9! Qa I IANAKAOdzZ Gdz2NB Iy

Article 208 of the TFEBE LJt A OA (it & NBljdzANBa GKFG GKS a! yAaz2y | yR
commitments and take account of the objectives they have approved in the context of the United Nations
FYR 20KSNJ O2YLISGSyld AyaSNYI A 2 ydcth of heNBAP ¥6 patticuladly? y & ¢ @
essential because the EU is a key player in the global trade of agricultural products, both as an importer

and exporter. International trade discourse and WTO negotiations have put pressure on the CAP to
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reduce its exportsbsidies and market distorting effects (Daugbjerg and Swinbank, 2007). Trade in itself,
K26SOSNE A& GNBFGSR dzy RSNJ GKS 9! Q& SEGSNYyIFf O0O2KSNEB
of the SDGs being global in nature, we examine more genenallglobal impacts of European agriculture

and consumption, and the contribution of the CAP to such impacts. This topic representsdtivgs

issues and could not easily be addressethin a single evaluation criteriorit was therefore evaluated

within a separate section on crossitting issuesdection 4.10.3.

2S |ylrfeaSR GKS AYLIOGa 2F 9! Qa I ANRKROdAZ GdzZNB FyR
animal welfare. We also analysed the ecological footprint of European production and commumpt

patterns outside the EU, in particular the impact of European agriculture becoming more environmentally
friendly and feedstock importations increasing. CAP instruments have indirect effects, e.g. by creating
indirect subsidies or influencing the demaror certain types of products, or by triggering a more

extensive production that can lead to increased imports and thereby have -sogimmic and
environmental impacts outside the EU.

Keywordsused footprint, virtual land, Africa, Brazil, developinguotries, deforestation (in different
O2YOoAYylGA2Yya VA~ AY O2YO0AYylLGAZ2Y g AGK )b/ 2YY2Y

62



4 Results

4.1 Overview of the knowledge base

As of 18 November 2017, wdentified 864 publicationsas potentiallyrelevant for evaluatinghe CAP

based on their title and abstract. This high number of publications demonstrates the existence of a wealth

of knowledge on the effects of the CAP. For the production of this repartused 494 publications

(scientific papers, report, books efcof which 350 were prioritised and fully assessed based on their full

text for incorporation in our irdepth database. Of these, 44 publications did not offer a direct assessment

GKS /1tQa LISNF2NXIyOS I 2y dweinéofporafedB06 puablidatiods/intoO NA (i S NJ
the in-depth component of ourdatabase(@ Fdzf f @ | 3aSaaSRévd ¢KS adldAraidaro
on these 306 fulhassessed publications.

Half of the fullyassessed publications (52%) were published from the year 204d4drds. A large number

of publications covered the EU level (37%, n = 113). Cclevey studies covered 26 EU MS, with strong
difference in coverage level between MSs; the largest number of publications concerned Germany,
followed by Italy, the UK, Spaihe Netherlands and Franc€i@. 4.1.}. In addition, 37 studies addressed
situations outside the EU:. Switzerland (n = 9), European countries outside the EU (n = 5) and other
countries and continents (n = 11). Twelve papers addressed the global level.

Most publications included in our database originated from pemriewed scientific papers (n = 253), and

the rest were mostly higiprofile reports from EU institutions and organizations as well as research
centres located in MSs (n = 57). In addition to these used 71 reports, books, EU regulations, technical
handbooks, conference presentations etc. in our assessment. The predominant language was English (n =
313), but we also included reports in other languages that were clearly relevant to our resg@rah (
German, 1 in Estonian, 1 in Slovenian, 1 in Spanish and 1 in Swedish).

¢KS fIFINBSal WIAXSSAERTF kA X @F GA2ya I RRNBaaSR (KS
191), followed by Efficiency (n = 92). The lowest number of publicatiddeessed Internal Coherence (n

= 29;Fig. 4.1.2. Despite a substantial effort to obtain a balanced representation of ssmoomic and
environmental literature, the largest number of publications addressed environmental SDGs, namely SDG
15 (Life on Land SDG 13 (Climate Action) and SDG 6 (Clean Water and Sanigo#d;1.3. This
unbalance towards environmental issues indicates the existence of a larger knowledge base on the
environmental effects of the CAP. Other SDGs associated with substaetatlle (n>20) were SDG 8
(Decent Work and Economic Growth) and SDG 12 (Responsible Consumption and Production). We
clustered together SDG 1 (No Poverty) and SDG 2 (Zero Hunger) due to the limited number of publications
identified.
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Figure 4.1.1Frequery of occurrence of MSs within ourdepth database, and number of publications covering the EU,
other regions or the global level. Note: a large number of publications addressed several countries. Sourdepthur in
database, containing a sample of 3péblications.
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Figure 4.1.2Number of publications within our-tlepth database addressing each Fitness Check criterion. Note: a given
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4.2 Land use, farm structure and management

Question:Does the CAP affect lanbe changes, changes in farm structure or farm management?
Relevant CAP objectivesll

Relevant SDGAI

Number of publicationsscanned >150 publications

4.2.1 Landuse
4.2.1.1 Overall trend on land use

European farmland is undergoing two spatidlgtinct land use change trends (Reginster et al. 2010,
Kuemmerle et al. 2016, Van der Sluis 2016). One is a constant expansion of cropland area with stable or
increasingdnd management intensity in Western EU, whereas the other is a decline in cropland area and
geographically variable trends of intensity in the Eastern EU, attributed to the breakdown of socialism in
1989 which triggered widespread agricultural abandonmegricultural intensification in the 19th and

20th century began later and progressed slower in Eastern than in Western Europe (Jepsen et al. 2015).
Another widespread source of land use change across the EU is the transformation of agricultural areas
into urban and perurban areas.

Finally, a major land use change in the EU is the abandonment of cropland in areas less suited for
agriculture due to socieconomic constraints and geographical limitations (e.g. water shortages, rugged
terrain) as well as deographic reasons (depopulation, aging; MacDonald et al. 2000). Agricultural
abandonment reflects a postar trend in Western Europe of rural depopulation to which isolated and
poorer areas were most vulnerable (MacDonald et al. 2000).

Around 520,000 ha foagricultural land were transformed into neagricultural land in 38 countries
between 2000 and 2006 (EORTAT 2012).
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4.2.1.2 Results of our literature review on CAP effects on land use

Key findings

It is challenging to quantify up to which point the CAP has enhanced existing trends -inséal|
changes. The CAP was found to have only minor impacts on lanchasges, mostly reinforcing
existing trends. The CAP has been criticised for encouraging farmers towards intensificat
subsidizing production and focusing on more fertile and reatilyessible land, leading t
abandonment of traditional farming in mginal areas and a decline in human working labg
Decoupling of direct payments and the adoption of single payment schemes is expected tq
reduced intensification trends, but evidence is lacking on the extent of these effects. Grej
measures are ®imated to have a marginal impact on land use changes. Although Western fa
KIS 3aANBFidte o0SYySTAGGSR FTNRY (GKS /!t aAiayo
had no access to these subsidies, the CAP can only partially explain diéfetiariand use change
observed between Western and Eastern Europe due to a large historical andesonimmical
context as well that mainly affected such changes. Some evidence however suggests that t
contributed to the increase of arable land.

Land use changes in Europe are driven by seoimomic factors surcas technical changes, changes in

world market prices for agricultural commodities, central policies as well as a variety of regional and
RSY23INF LKAO TFIOG2NE 6So®3d FENYSNRAQ 13S0 ¢KS 02Y
identification of a @ar causeeffect relationship between CAP instruments and land use changes. The
influence of the CAP on land use and landscapes in the EU is multifaceted (Lefebvre et al. 2012). Various
studies have tried to link CAP to specific land use changes, butynabs#gional scale (e.g. CorbeRéco

et al. 2012, Nunes et al. 2010, Martir€asasnovas et al. 2010). Some studies address Eurepdan

effects, yet they must be interpreted cautiously since they are based on modelling and scenarios involving
numerousassumptions (e.g. Eickhout et al. 2007).

There are some evidence thatosscompliance(and within it GAEC) may have had a local impact on land
use changes, for example in Ireland, by maintaining the amount of permanent pastures and therefore
limiting the amount of land potentially available to grow bioenergy crop (Smyth et al. 201%.
withdrawal of compulsory setasidein 2009 seems to have influenced land use changes in the EU15,
whereasdirect paymentsdid not seem to have any effect after 2005, epcéen most EU15 Southern
regions (Agrosynergie 2013). In southern regions, the relative share-asilt, fallow land, permanent
grassland and meadows increased, while the share of arable crops decreased. The extensificatidn index
seems to have decreadean the EU15, except in regions implementing SAPS model, where thsidet
requirement has never been applied and the extensification index increased (Agrosynergie 2013). Future
scenarios of landise change however suggest that the CAP may only fmanver effects on the amount

of land abandonmen{Reginster et al. 2010).

9 The extensification index measures the percentage of UAA set aside feflamoimg activities (permanent
grassland and meadow) and/or unfarmed dweregulations (setiside areas under incentive schemes) or so
decided by farmers (fallow land) over total UAA (Agrosynergie 2013)
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Differences in laneuse changes observed between Western and Eastern European courdoekl be

SELX FAYSR o6& G(KS FFOG GKFG 2S&a0GSNYy Tl N¥Basttn 6 Sy S¥ 4
9dzZNRP LISQa FIFNXYSNAER KIR y2 00Saa (G2 GKSaS adwwaiRASa
CAP in Central and Eastern Europe remains difficult to assess because these regions are still undergoing a
postsocialism shift (Kuemmerle at. 2016). Nevertheless, the eastward expansion of the EU in 2004 and

2007 was associated with cropland expansion in Eastern Europe, for instance in Bulgaria, where a
substantial conversion from natural grasslands to arable land was observed (DobreX0di4al.

The crop diversification measureecently included in the CAP is likely to have a significant influence on

land use changes. There is however still little evidence on its effects since it started being implemented in

2015. Projections based on eadrafts of the greening proposals in 2011 (rather than their final design in

2013) predicted a marginal impact of greening on overall land use in the EU (Gocht et al. 2016). Overall

land use effects due to crop diversification were expected to be relgtismall or even negligible since

only 5% of farms are affected by this measure (Gocht et al. 2017), due to broad exemptions and low
NBIljdZANBYSyGa O2YLI NBR G2 | Oddzrt GNBYR&A 6t SQSNJ Si |
area was expectetb be reallocated due to the crop diversification measure (Louchini et al. 2017). A
potentially weak positive effect on crop diversity was expected for areas where maize is the dominant

crop in Belgium (Mahy et al. 2015). A modest positive impact of gngean crop diversity was predicted

in monocultural and dueultural croplands in Baltic countries, which are generally limited by the number

of available crops due to climatic conditions (Was et al. 2014). A slight increase in fallow land and
nitrogenfixA y 3 ONRLJA 61 & | Oldza tfe 20aSNWSR Ay DSNXIlyeéesx ¥
2017).

4.2.2 Farm structure
4.2.2.1 Overall trend on farm structure
We analysed changes in farm size, farm type, economic farm size, labour type farmer's age.

Farm sizesncreased and the number of farms decreased consistently over the periodZIXEH Within

the EU28, very small farms (<5 ha) represent 66% of all farms and occupy only 6.2% of the total
agricultural land, while large farms (>50ha) represent @Pll farms and cover 68% of the total
agricultural land. The Utilised Agricultural Area (UAA) was relatively stable between 2005 and 2013, while
the total number of farms in the EU28 (excluding Croatia) fell by %6.an equivalent to an average
declire of 3.7% per annum (Eurostat 2017). The largest declines in farm numbers were recorded in
Slovakia (8.26 per annum), Bulgaria (8%6), Poland (5.%), Italy (5.26), the Czech Republic (548,

Latvia (5.8%6) and the United Kingdom (8/8). There are ghificant differences in farm sizes among
regions of Europe, with small farms (<10 ha) representing over 80% of farms in Eastern and Southern
Europe Fig. 4.2.). The absolute decline of small agricultural holdings was very high in new MSs, with 2.2
million farms < 10 ha being lost over the period 28 .3 Fig. 4.2.2% but interestingly the percentage

of declines was higher in NorWestern EuropeRig. 4.2.2p. In many Central and Eastern European
countries, large farms were collectivised during the cmmism era, and remained as such after 1990,
while mediumsized family farms are notably absent in these countries also now in the era of the CAP
(Blacksell, 2010). Eastest divides in terms of farm sizes therefore remain clearly prevalent (Batéary et al.
2017).
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Figure4.2.1:Farm sizes in the agricultural sector across three regions in the EU28, for the perie2D2805

Note: we divide MSs according to three regions: Nemistern EU: Belgium, Denmark, Germany, Ireland, France,
Luxembourg, The Netherds, Austria, Finland, Sweden, United Kingdom; Southern EU: Greece, Spain, ltaly, Cyprus,
(Malta), Portugal; Eastern EU: Bulgaria, Czech Republic, Estonia, (Croatia), Latvia, Lithuania, Hungary, Poland, Romania,
Slovenia, Slovakia. Sour&airostat (2017).
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Relative changes in farm numbers according size-classes in the EU-28 2005-2013
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Figure 4.2.2(a) Absolute change in number of farms per farm size classes and (b) relative change in farm size classes across
EU MS between years 2005 and 2@48te: the division into three EU regions is similar to Fig. 4.2.1.

Source: own calculans, data from Eurostg2017).

Farm typesare mainly described by their main land use or crop type (e.g. arable crops, organic, deep
tillage, heavy irrigation, livestock, etc.). Farm types and production systems differ greatly between MSs
and geographidaregions Fig. 4.2.3. Arable and dairy & cattle farms are dominant in Northwestern
Europe, vineyards, olive farms, fruits, permanent crops are dominant in Southern Europe, arable and
mixed farms as well as pig and poultry farms are dominant in Easteop&urhe share of arable farms

has increased and the share of mixed farms has declined in all regions between 2003 and 2013, with the
strongest changes in Eastern Europ@( 4.2.4. Analysis of the diversity of farm types at Member State
level in 2010the year of the last agricultural censiSg. 4.2.% shows that Eastern countries (in particular
Croatia, Romania and Bulgaria) hold the highest diversity.

70



50%

£
=
o 0%
5
= W%
B
g2
£ 20%
w
10%
Northwestern EU Southem EU Eastern EU
u Arable fams Dairy & Caitle fams
Other grassland farms Fig & Poultry farms
Mixed farms B Horticulture
m Vineyards/olives/fuitsipemanent crops m Others

Figure 4.2.3Share of farm types in terms of extension in EUR&&e: the division into three Etkgions is similar to Fig.
4.2.1.Source: Eurostat (2017).

10%
i} iy
£ 7.3%
2
= 0% | 3%
= . 17% 16% 1,7% 13%
b4 I 1.0% .14% 02% 03% :
f=T e} — — _.
'E'.. Of(u . ——A. [ ] |
£ P o 4@2’3%20 O o 05% ggep 1% 07%
= - -1,8%
e o,
S 5% 3,1%
@
=
=
"
S10% 8.2%

NorthwesternEU SouthernEU EasternEU
m Arable farms Dairy & Cattle farms
Other grassland farms Pig & Poultry farms
Mixed farms B Horticulture
mVineyards/olives/fruits/permanent crops M Others

Figure 4.2.4Change of the share of farm types within the three European regions between 2005 and 2013 (in % of all farms
in the EU28)Note: the division into three EU regions is similar tp Bi2.1.Surce: Eurostat (2017).

71



Malta (MT) Canarias (£S5} %Structural diversity
S v . /| inthe Member States
» Ve 7 f Simpson's Index of Diversity
9 tpam g50im ‘ Bl <02
Agares (PT) Madaira (PT) || 0.2-0.3
- 5 |03-04
°*\,_ - ~104-05
025km 025km ==105-06
. [ 06-07
Reunon O Jareies s | W 07- 08
‘ o2sm N o038
Mayotte (FR) “ ' l‘
y. P | Share of holdings per farm type
LB Field cropping
QGuygns (FR) x ‘ B Horticolture
| ] Permanent crops
B Grazing livestock
M| Il Granivores

| I Mixed cropping
I Mixed livestock

| Il Mixed crops/livestock
[ Not classified
|| [ Others - Farm types below 5 %
| grouped together
] Source:
| EUROSTAT
| Year:
{ 2010
| Calculations
| DG AGRI - E3

| Cartography:
| DG AGRI GIS-Team 06/2015

|oE for the

0 125 2%

European L- o e avd
Cemmission ksl O rvimpmest

sce 750 km

Figure 42.5{ ( NHzOG dzNJ} f RAGSNRERAGE 2F &KI NB
data. Source: DG Agriculture and Rural Development, Unit Farm Economics.

2 ¥

K2t RAy3a LISNI T Ny

Economic farm sizelso varies significantly among European regidfig. (4.2.9. In economic terms, most

EU farms are small, with 69% having less than 8,000 EUR standard output per year and only 10.6% have
more than 5,000 EURFig. 4.2.7. Economic farm sizes are larger ian€al and Northern Europe,
compared to the South and East. For example, the average economic size of farms in the Netherlands was
approximately 92 times larger than the ones in Romania. The average standard output per farm between
2005 and 2013 increasdyy 57% in the EU27. This growth rate was even higher per year in EU12 (+7.2%)

than in the EU15 (+5.1%).
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In the EU, drming is predominantly a family activity76.5% of the labour input imgriculture is coming

from family farms (Eurostat, 2013). In Ireland, Croatia, Slovenia and Poland, family labour accounted for
over 90% of the volume of work carried out in agricultuféd. 4.2.8. In contrast, in few MSson-family
labouraccounted for a majority of the labour force, e.g. Estonia (86),1Slovakia (72%) and the Czech
Republic (74.26).
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Figure 4.2.8Farm ldour force in EU based on data from 2013, in respect to lafoooe type and different MSs. Source:
Eurostat (2017).

The majority of farmers in the EU is older than 55 ye&$ %) while only 6 % are younger than 35 years
(Eurostat, 2013). Portugal appsato have the highest proportion of elderly farm managers (>55 years
old) while whereas Austria has the lowest proportion. Elderly farm managers tend to work on very small
or small farms (measured in economic terms) which are characterised by low ldvgzlsome and
subsistence households, and they are less likely to have received professional training. By contrast, young
farmers tend to manage larger farms (in economic terms), are more likely to have higher levels of
education and to have received profsnal training.

The EU28 farm labour showed a decline of 2.3 million annual work units (full time workers) during the
period 200%2013, equivalent to a reduction of 19.8 % (Eurostat, 2013). The largest decline has been
recorded in some Eastern EU coungrig360 % reduction) while labour decrease in Slovenia and some
Western EU countries was less substantiégg. 4.2.9 & 4.2.70 More than one out of four agricultural

jobs has disappeared since 200854 %), with stronger losses during 2€8IBLO €4.1 % per year) than
during 20112016 (1.4 %). The greatest reduction was observed in family 1ab83r% for 2002016)

while hired labour hardly changed. Romania reported by far the biggest losses in agriculturdtigobs (
4.2.17).
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Figure 4.2.10Change in the share of directly employed labour force in agriculture during the perio@D®5in farms
with 50 ormore hectares. Source: Eurostat (2017).
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Figure 4.2.111 oss of agricultural jobs byachMember State(in 1000 annual work unitgjuring the period 2002016.
Source: Eurostat (2017).

4.2.3.2 Results of our literature review on CAP effects on fanmmcttire

Key findings

Although the globalization of commodity markets and CAP reforms clearly contributed to agricl
intensification and the increase in field size, it is difficult to isolate the net effects of the CAP or]
structure. Some evidence suggetiat the CAP may have slowed down the speed of changes in
structure i.e. the increase in farm size. However, the increase in farm size is still ongoing, €
countries where small farms are dominant, and several publications highlight the fadht&AP
still provides insufficient support to small farms. Some evidence suggests that the CAP contribt
the decline of mixed farms. Payments coupled to production had a known impact on farm stru
and decoupling has partially reduced this gne®. However, decoupled payments (i.e. linked to ar
implicitly still incentivise farmers to grow more crops and/or more subsidized crops, there
increasing farm size and reducing crop diversity. This trend is particularly striking in Easte
courtries, where the proportion of arable farms increased at the expense of mixed farms. CAP ¢
on agricultural human labour, which has experienced a decrease of 2.3 million annual work urj
the period 20072013, cannot be quantified.

Although there are many publications on farm structural changes, few of these publications truly study
the net effects of the CAP on farm structure, i.e. how the CAP specifically affects structural changes, or
how these changes would differ withbthe CAP. As a result, it is difficult to assess to what extent the
CAP contributed to the speed of structural change beyond changes caused by technological progress.
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The CAP seems to have accelerated the disappearance of some small farms and/or ththgncsize of

other small farms leading to a greater homogeneity in farm distribution among size classes in all single
farm payments models, and therefore for the EU27 as a whole (Agrosynergy 2013). One can hypothesize
that the increase of payment witrafm area Figure 4.2.12 may have incentivised farm size expansion,

and that larger farrrholders may hold higher capital and therefore be more capable of expanding their
farms. In that sense, the unequal distribution of direct payments may amplify chamdasnm structure.

Several publications also indicate aradequate support of the CAP with regard to small farms, and
mixed smaliscale farming especially in Eastern EU countries. Several case studies highlight that
incentives are insufficient for farmerto maintain mixed smaéicale farming (Bezak and Mitchley 2014,
Ohlund et al. 2015). Farmers in Slovakia perceived subsidies, not adapted to local conditions, and
complicated administration as major challenges, in particular for small farms, and thereggor drivers

of recent changes in farm size (Bezdk and Mitchley 2014). Surveys conducted in Romania also showed
that complex administrative structures are particularly overburdening for a large number of smallholders,
who hardly have any means to voitteir concerns (Wegener et al. 2011).

Evidence suggests that the effects of the CAP on farm size may vary according to national coifteixts
example, some evidence suggests that there was no impact of direct payment on an increased farm size
change in Fance, probably because selling and renting land is restricted on a local level (Piet 2011). In
Italy, where farm income concentration is high, CAP payments can also have equalizing effects, i.e.
reducing losses of small farms (Ciliberti & Frascarelli R0$8nilarly,the 2003 CAP reform also
contributed to the decrease in small economic farni8grosynergie 2013). In other examples, regional,
societal and historical policy models play the strongest role in shaping farm size (Loughery & Donellan
2017).

Sorre evidence suggests that the CAP may halewed down the speed of increase ifarm size A
combination of surveys and scenarios modelling suggested that the choice to expand farm size appears to
be strongly driven by profit maximisation: 26% of farmersuldoexpand their farm size under CAP
payments, whereas almost half of farmers would do so under a complete removal of the CAP (Bartolini &
Viaggi 2013).
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Figure 4.2.12Farm income and contribution of DP to it, including share of DP in farm incomdeddivto farm size classes.
{2dz2NOSY 5D ! ANROdzZ Gdz2NBE FyR wdzNI f 5S@St2LIvSyis tNBaSydl iz
Brussels, 7 July 2017. Data based on FADN.

The 2003 CAP reform increased farm specialisatibg acceleratinghe reduction in the number of

mixed farms while slowing down the reduction in the number of specialized farms between 2004 and
Hnand O! ANRPARYSNHAS HnamoOd ¢KS RSO2dzL Ayd 2F RANBC
therefore favouring a shift tow NRa GSFaASNE fSad AGaRSYFYRAY3IE ONRLE
G§SOKYAOlIf OKIFNIYXOGSNRaGAOAE YR odzaAySaa STF2NI& o!
area) implicitly incentivise farmers to increase the area and grow more (subsidizmal, therefore

increasing arable crop area and reducing crop diversity. Evidence of this trend is notable especially in
Eastern EU countries, where arable farms increased at the expense of mixed farms. This is linked to the
permanent increase of the asemanaged per farm, even in countries with persistence of small farms
(Alexandri et al. 2015, Szumelda 2013, Bojnec and Latruffe 2013).

Crop diversification is expected to slow down farm specialization only marginsithice only 5% of farms

are affected l this measure (Gocht et al. 2017), due to broad exemptions and low requirements
O2YLI NBR G2 I OhGdz f { NB ysiRell fains &ae&pétted b be rhodt affecied.”A0 @ a A
potentially weak positive effect on crop diversity is expected for danspecialized farms, which are
structured to produce large amounts of maize silage for livestock feed (Cortignani et al. 2015).
Simulations based on the rules of crop diversification suggested that 10.7% of German farms would adjust
their production scherg, but that 56% of these farms were actually farms producing biogas which would
need to reduce their production of maize (Lakner & Holst 2015). These results need to be interpreted
while keeping in mind that the CAP is not the only driver of farm typegmneral, and crop diversity in
particular. Indeed, the national policy framework for biogas (the renewable energy act) has been
supporting the production of maize for biogas production. This policy was associated with a 82.8%
increase in the area covered/bnaize in Lower Saxony between 2005 and 2010 (Steinmann & Dobers
2013). These results therefore suggest thedp diversification may actually compensate the negative
effects of the national policy framework for biogas production

The 2003 CAP reform, iparticular decoupled payments, may have contributed to accelerate the
decrease in agricultural human labour in the ERgrosynergie 2013). The decrease in agricultural human
labour, has been more important in Eastern EU countries. However, the facteblwel rates have been
more variable and often more rapid in other n&tJ Eastern European countries makes the pattern
observed in Eastern EU countries difficult to interpret. Several publications suggested that the CAP
incentivises the abandonment of tragbnal agriculture in marginal and leimtensity areas, therefore
providing more opportunities for large scale farming which requires less labour (Ciutacu et al. 2015,
Bartolini & Viaggi 2013). Moreover, the CAP eased the access of commercial farmredittara vertical
integration, which were key elements to transform agriculture into agribusiness. Although subsidies may
have contributed to the replacement of human labour by cagitédnsive technologies by facilitating the
purchase or rental of maahery, it remains difficult to assess how much of these changes can be directly
attributed to CAP.
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4.2.3 Farm management

4.2.3.1 Overall trend on farm management
We primarily analysed changes in agieemical and water use, livestock intensity andyation.

Total fertilizer usedecreased by 56 % in the EU between 1987 and 2007, including a significant
decrease in N application per hectare (Good and Beatty 2011). This also appears in FAO global charts
(Roser & Ritchie 2017), where the EU is associafdd a very important decrease after 1990s in

both Nitrogen and Phosphate fertilizer consumption, whereas Asia is associated with continuously
increasing fertilizer inputskHg. 4.2.13and 4.2.14). Trends in fertilized use however vary between
countries aml regions. Fertilizer use in cropland seems to have particularly decreased in South
Eastern Europe, whereas it increased in Eastern Germany, Poland, Czech Republic, Central Spain and
b2NIKSNY LiFft& o0YdSYYSNI S S Inffiee decreases indertiliz& QS NJ S i
use in Southern and Western Europe but increases in new M&s4(2.15%. Herbicide usehas been
registering an overall stable or slightly increasing trePédsticide usdancreased by 17 % in France
between 2008 and 2013 (kuity et al. 2016).
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Figure 4.2.13Global nitrogen fertilizer consumption in tonnes, measured in tonnes of total nutrient per $earce: UN
Food and Agricultural Organization / FA@fs://ourworldindata.org/fertilizerand-pesticides).
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Figure 4.2.14Global phosphate fertilizer consumption in tonnes, measured in tonnes of total nutrient perSearce: UN
Food and Agricultural Organization / FA@tgs://ourworldindata.org/fertilizerand-pesticidesy.
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Livestock intensityhas generally declined across most of Europe, along with grazing land intensity,
especially in Eastern Europe (Kuemmerle et al. 2016). The decreghgenamber of farms with livestock

units (LSU) has been stronger than the decrease in the total number of farms (Agrosynergie 2013).
Around 10 % of the EU total Livestock Unit (LSU) is concentrated in larger Fagrds2(1§, which

are usually less intesive, i.e. lower SLU, than smaller farms, with the exception of Estonia, Slovakia
and Finland.
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Figure 4.2.16Share of LSU of larger farms in % of the total LSU, based on data from January 2011. Source: Eurostat (2011).

Irrigation has been stable ahe EU level in the 2008013 period, although with important regional
variations. The share of irrigated areas in UAA averaged 6% in the EU28 (Eurostat data for 2013). The
highest shares occur in Southern European countries (countries with over 10%eiiddlta, Greece,

Italy, Cyprus, Portugal and Spaig. 4.2.17). Increases have being highest (up to 10%jungary,

Italy and Malta, whereas the decline has be@articularly significant in Greece.
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Figure 4.2.1%5hare of irrigated area to arablarid (%) in EU MS in 2013. Source: Eurostat (2011)

4.2.3.2 Results of our literature review on CAP effects on farm management

Key findings

Isolating CAP effects on farm management from other drivers (social, economic
technological progress) remains challenging. The Iiterature often based on modelling
AAYdzZ I GA2YT LINPOARSA O2y iGN AaGAy3a SJA dEtyid
mixed effects, i.e. either neutral, positive or negative effecta. dde hand, the CAP providg
financial means for intensification, including an increase in agrochemical use, especially in ne
and more irrigation. On the other hand, the CARo limits agrochemical and water use

regulations and financial incentives like AEQdveral studies however highlight that isolating G
effects from other drivers (social, economic and technological progress) behind the obg
change in structureand farm management trends remains difficult. Evidence suggests thal
CAP significantly contributed to the intensification of livestock farming.

Several studies suggest that there may be no effect of the CAP on-elgemical inputs and water
use, suggesting that the CAfRay only be supporting existing trendsA study based on modelling
suggested that farmers of nine EU countries would carry on current trends of decreasing agro
chemical inputs and constant water use under a CAP abolition scenario, with stronger deaneases i
farms receiving more than 5000 Euro per year via SFP/SAPS (Giannoccaro & Berbel 2013). Surveys
conducted among 1328 farmers across 11 M@silarlyA Y RA OF § SR G KF G FF N)Y SNA ¢
management would not be affected strongly if CAP was to be aboli€aesthnoccaro et al. 2011,
2013, 2014). Interviews within a continuous letegm CAP implementation scenario suggested that
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irrigation schemes (Viaggi et aD13).

Some studies indicated a negative effect of the CAP on agremical use.Simulation analyses
suggested that reducing direct subsidies at various levels would have a positive effect on methane
and N20O emissions reduction and nutrient surplus reduc{l and P), indicating a negative effect of

the CAP on emissions and nutrient use (Sieber et al. 2013). Similarly, by analysing the link between
payment levels in different EU member states and corresponding values eéragionmental
indicators, Lotmaret al. (2017) found that higher payments are correlated with higher nutrient
surpluses, bigger use of mineral nitrogen, higher livestock densities, bigger amnarda
greenhousegas emissions, and use of more pesticides. In Scotland, Mouratiadou (20i)ted

the increase in average N use levels to land use changes triggered by the 2003 CAP reform and
increased crop prices.

Some studies indicated a positive effect of the CAP on agnemical use.Simulation analyses
suggested that reducing direct suties would result in the increase of pesticide applications,
indicating a positive effect of the CAP on pesticide use reduction (Sieber et al. 2013). Modelling work
suggested that the CAP abolition would trigger an increase inawmical inputs use inew MSs
(Giannoccaro & Berbel 2013). Finally, AECM seem to be associated with lower fertilizer levels (Wall &
Dillon 2017).

Finally, other studies highlights that isolating CAP effects on aghemical use from other drivers
remains extremely challengingA large proportion of the decrease in total fertilizer use between
1987 and 2007 in the EU (56 %) may be primarily due to EU producers now being required to provide
detailed N farm balances (Nitrate regulation) to receive subsidy payments, but also dhe to
successful implementation of nutrient reduction programs by developing best nutrient management
practices (Good and Beatty 2011). Processes influencing changes in pesticide use between 1989 and
2013 in France vary depending on the period considerédy Tesult from the influence of public
regulations, notably the compulsory saside policy in force during the 1990s, as well as changes in
market conditions, particularly high prices for cereal grains at the end of the 2000s (Urruty et al.
2016). The 1P6 increase in pesticide use observed in French between 2008 and 2013 correspond to
substitutions between crops with similar phectare pesticide use intensities, and/or to
substitutions with counterbalancing impacts on these intensities. The decreaggadthemical use
observed in an ltalian rural region seems to be associated with the decoupling of CAP payments
(20052007), which resulted in smaller farms and farms located in mountainous areas associated
with lower levels of agrochemical use (Bonfi@l@il1).

There is some evidence that CAP contributed towards a higher shargrigiated land as many
supported crops are water demanding (Lefebvre and Gomez, 2012). For example, in the
Mediterranean region, CAP has contributed to the increase of olivelystion using a greater
amount of mechanization and irrigation (OECD, 2010; Lefebvre and Gomez, 2012). On the other
hand, the environmental component of CAP tries to reduce water consumption (e.g. GAEC standards,
RDP, AECM).
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Evidence suggests that the CABntributed to the intensification of livestock farmingt the local

level (e.g. Lefebvre et al. 2012). The number of livestock units has generally increased in FADN
constant sample livestock farms with UAA, both specialised and mixed farms, in EUlyr{&wjies
2013). This trend can be related to the decoupling of payments: although the direct influence of the
CAP on production choice via coupled payments disappeared with decoupling, farmers choose the
most profitable system (often cattle) resulting irhegher animal density. In Denmark, CAP payments
for grassland were insufficient to compensate for the loss in direct payments for cattle farming,
resulting in an increase in largeale pig farming, with an impact on environmental emissions and
nitrogen lesses (Happe et al. 2011). The reforms of CAP in Ireland (with decoupling of direct
payments, extensification programs and the nitrate directive) have had a major influence on land use
and livestock densities leading to a decline in livestock units frod8 1@ 2006 (Humphreys 2008).
Finally, e-coupled direct paymentdor cattle productiod® indirectly incentivised increased grazing
intensity in Portugal (Guerra et al. 2016).

4.3 Effectiveness: Socaconomy

In the following sections, we present the resubf our assessment from the most general to the most
specific and local outcomes. We structure these sections around topics that were derived from the CAP
objectives of 1957/2009 and the new objectives of 2010. Each section starts with overall tremtisgfvh

or not these are determined by the CAP), continues with a brief summary of key findings of our literature
review on CAP effects, and then develops more detailed results of our literature review on CAP effects.
Detailed results first present reviewsid key publications at a broader scale and higher overall relevance
to the CAP assessment, followed by the outcomes from more specific stadees and/or CAP
instruments.

4.3.1 Growth of agricultural productivity

Question: Have CAP measures affected opes in, or incentivised, Growth of agricultural productivity

and competitiveness?

Relevant CAP objectivesrticle 39a and b, and 204f¥iority 1 (viable food production)

RelevantSDGsi 0 a X OKAS@S F22R aSOdaNRA(Ge¢0 IyR y 05S0OSyid -
Number of publications scanne®0 publications

4.3.1.1 Overall trends on agricultural productivity

Economists attempt to measure productivity using the concept of total factor productivity (TFP).
Productivity growth in Europe has been moderate over maegades in comparison to e.g. North
America or Oceania. The statistics show that there has been an increase during the last phase between

1 as part of the recoupled direct payments after the CA&form 2013.
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2004 and 2013. The growth of TR the EU during the period 20@D13 was 0.02%, namely
insignificant, and substantigt smaller than in other regions of the worlig. 4.3.1 see also: OECD 2Q17
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4.3.1.2 Results of our literature review on CAP effectiveness on agricultural productivity

Key findings

Through the MacSharmeform (1992), the Agenda 208@form (1999) and the Fischleeform

(2003), the EU has constantly reduced the level of markatl productiondistortion through the
CAP. The OECDIst NB RdzO S NJ { dzLJLJ2Hddi dec®easéd fioin 396 obfarf héoMe
1986:88 to 20% of the farm income in 20Mic @ | f & 2 { KBoterdtidly MdsSt digcFting
support as % of PSfrom the OECD has been reduced in the same time period from 92% (198
to 27% (2014/16) (OECD 2017: pp. 104). These trends indicate a successful historical reductig
productiontdistortion effectsof the CAP through the reform path since 1992.

The CAP still has an influence on productivity and efficiency of farms, but with diverging effect
of 20 studies, ten evaluated the effect on productivity as negative, six as positive and four g
found mixed effects. The empirical literature shows that the DP still influence produdnaiyth,
despite the fact that they are now mostly decoupled from production. After the decoupling of d
payments following the Fischleeform in 2005, farm prodetivity has overall increased. Th
increase can be partly explained by an improved allocation of resources used on farms,
reduced distortive effect of subsidies in comparison to the policy prior to 2005. Direct payment
influence input choicezapital formation and credit access.

The allocation and production decisions are still influenced by direct payments. Land marke
RA&AG2NISR o0& RANBOG LIl eyvySyida Fra Stttz Iy
payments. Therefore, theres still an influence of the CAP on productivity and efficiency, but
long term trend during the reforaphases of the CAP seems rather positive. Despite the incred
effect on productivity, direct payments still have a negative effect on farm effigiewhich might
outweigh the positive effect.

We analysed changes in farm productivity and technical efficiency, since both are dimensions of the
stated objective of improved produeity growth in Article 39 (1)b. We analysed 20 studies on
productivity and technical efficiency, of which 10 indicate a negative impact of the CAP, 6 a positive
and 4 a mixed or neutral result.

The literature on the impact of decoupled DP on productivighows mixed outcomes, although
trends are positive in most casefizov et al. (2013) showed that coupled DP had a negative effect
on farm productivity in 13 of 15 EMS. According to the same study, their effect became more
nuanced after decoupling in 26606: the influence became positive in 9/15 EU MS but remained
negative in 5 of 15 EU MS, although with a less negative coefficient i.e. a slight improvement as well.
Overall, the decoupling incentivized a higher productivity level in all modelled M8s @Red. 2013).

In the same line, Kazukauskas et al. (2010) found that decoupling increased productivity of Irish dairy
farms by 7.2%. Kazukauskas et al. (2014) found a positive impact of decoupling on productivity in two
of eight farm groups. These coasting outcomes indicate a mixed effect of subsidies on
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productivity, depending on the farm type and country. However, in most cases, decoupling had a
positive impact on productivity.

There is strong evidence that DP reduce technical efficiedcynetastudy of 195 field studies found

an overall negative effect of direct payments on Technical Efficiency (TE; Minviel and Latruffe 2017).
Their estimated coefficient of direct payment w&s58, with studies before the decoupling in 2003
being more likely to sbw a negative impact of subsidies. Similar results were found by single studies
(e.g. Latruffe et al. 2017; Latruffe and Desjeux 2016; Zhu et al. 2012). Examining the impact of direct
payments on TE in 9 Western EU member states (old MS), Latruffe 20&F) (found a negative
impact in two states, a positive impact in three states and no significant impact in four. Negative
effects of subsidies on TE were found for farms in France (Minviel and Witte 2017), Hungary (Bakucs
et al. 2010), organic farms in €&ce (Nastis et al. 2012) and Germany (Lakner 2009; Lakner et al.
2012), and farms of different size classes in Slovenia (Bojnec and Fertt 2013).

The decoupling of DP following the Fischliemform in 2003 increased farm productivity but

NB RdzOS R HnicaNdffisiedcy Th® fresent assessment does not aim at evaluating which of the
two effects (productivity growth vs. efficiency reduction) is stronger. The literature points at different
mechanisms through which subsidies might influence productivity effidiency. First, subsidies
influence the choice of input. For instance, coupled DP have been shown to lead farmers to
substitute labour with inputs in Norway (Henningsen et al. 2011). Kazukauskas et al. (2014) also find
that subsidies influence the degg of specialization, but in different directions depending on country
and farm type. Second, subsidies influence the demand on land market. Bartolini and Viaggi (2013)
found an increased demand for land by farms receiving a higher level of direct payriéeis

model shows that direct payments in Eastern Europe and Germany/France/Holland lead to a higher
willingness to rent or buy more land. The capitalization of DP into land rents has been shown also by
other authors (Breustedt and Habermann 2011; Ciaiad Kancs 2012). Finally, subsidies influence
capital formation. Direct payments can enhance capital formation laglgp overcome shorterm

credit constraint. However, Ciaian and Swinnen (2009) show that the gains of productivity and
income might be outwighed by increased land pricéSome studies highlight theeed to take into
account environmental dimensions when assessing productivity and efficierased, Aldanondo
Ochoa et al. (2014) and Sipildinen and Huhtala (2013) showed that productivitijcarely tend to
change if environmental variables are included into the model. In both studies, the inclusion of
environmental variables into the model indicate that environmesiteEndly farming systems
(organic farming) performs substantially betterid important to highlight the situation in new MSs,
where mixed results of AECM are associated with complex -eooioomic trends relating to
agriculture in general and the accession to the EU in particular. Bezak and Halada (2010) report an
overall dedhe in agricultural area (cover and employment). While implementation of the CAP
(including AECM) benefited some abandoned areas, some others remained out of reach or effect due
to various factors like remoteness, weak social capital, or competition aitie Ifarms (Bezak and
Halada 2010).

Decoupling successfully reduced the distorting effects of the CAP on produgctienindicated by the
adzoadlydAalrft RSOftAYyS 2F (GKS h9/5Qa dt NPRdzOSNJ & dzLJ
has partly reversed thilongterm trend by introducing recoupling in the 2013 CGwRorm. The
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provision of more flexibility to MSs with respect to decoupled versusorgled support, has
resulted in a slight increase in the subsidies linked to production in 2016 (OECD ZB13ed @lso
aSO0UGA2Y nodcxE WAYISNYyIlIf O2KSNByOSQLO®

There are still somdéimitations in the literature. For instance, the link between decoupled direct
payments and production decisions, which reduces the efficiency of markets, is based on the
assumption thatthe decoupled direct payments are used in farm businesses and not as additional
family income. Empirical results might change if DP were partly used for private consumption, but
there is little evidence on the extent of this. And there are too little g8d including the
environmental dimension of productivity.

4.3.2 Fair standard of living for farmers

Question: Have CAP measures affected changes in, or incentivised fair standard of living, individual
earnings or viable farm income?

Relevant CAP objestés Article 39a

Relevant SDGL (no poverty) and 8 (Decent work and economic growth). Fortlvedtlg in the broader
sense, see section 4.10.1 (SDG 3).

Number of publications scanned4 publications

4.3.2.1 Overall trends on fair standard of living farimers

I 02YY2Yy FaadzylLliaz2zy Aa GKFG AaadzsSa NBfFGAy3
FINYSNBQ AyO2YSs aAyO0OSs AF y20 adzZlJll2NILSR o8
in the EU. This assumption is seeminglypported by the fact that, even with the support of DP, the
average agricultural income in 2008 was 58% of the average wage in the EU (European Commission 2011,
p. 31). However, these figures ignore A@mm income of farm households, which, when conside
indicates farmers not to be a particularly lemcome sector (Hill & Bradley 2015). This section therefore
focuses primarily on income support.

This section also analyses the share of agricultural labour. The main driver of structural changes in
agriculture labour is a) value added and b) technological progress inside and outside agriculture. In a
longerterm perspective, the growth of value added outside agriculture was higher, resulting in higher
wages in the industry and the service sector. Highages in the industry and the service sector attracted
farmers to quit farming and leaving the agricultural sector ¢(adtors). On the other hand, technological
progress within the agricultural sector leads to increasing farm sizes and is therefoasimgldabour
forces (puskHactor; see Balmann 1996 or Brandes 2000 for a theoretical overview). In 2010, around 10
Mio. persons were employed in the agricultural sector in the EU, i.e. 5% of total employment in the EU.
Adding other labour sources, i.e. inding employed workers, part time farmers and seasonal workers,
this number raised to around 22 Mio. persons (Eurogt7, EU Commission 2@)3Aglobal and long

term trend which relates to industrialization in general, is a decline in agriculturalifagand hence
employment. Many fultime jobs disappeared: 4.8 million fdiine jobs were lost in the period between

2000 and 2012, 93% were n@aid jobs and 70% were lost in new MSs (EU Commission 2013). The initial
level has been lowest in United Kdan, where following the early industrialization and trade
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orientation, the labour forces in agriculture were already at a low of 3.3% in 1€§94.3.2. In other
western and northern European countries, the level was similar in 1969. In southern Baropentries
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4.3.3. After the accession to the EU, it further declined. The same is true for eastern European countries,
with the exception of Bmania, where it increased in 1990 and started to decline again at the beginning of
the 2000s. This development is explained by the further industrialization of respective countries and is
largely independent of the Elembership, since the same patternabserved in Switzerland, Norway

and the Ukraine.
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Figure 4.3.2Employment in agriculture since 1968 in Western Europe as share of total employment. Source: data from the
World Bank, 2017; Figures are in per cent; Norway and Switzerland are useerasaepoints for neEU countries, i.e.

without CAP.
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Figure 4.3.3Share of employment in agriculture since 1968omthern and Eastern Europe. Source: data from the World
Bank, 2017, figures are in per cent. Norway and Switzerland are used ascefpoénts for nofEU countries, i.e. without
CAP.

4.3.2.2 Results of our literature review on CAP effectiveness on standard of living for farmers

Key findings

The EU direct payments are still regarded primarily as an income support instrument for farmer
is, to a smaller extent, also the case with payments from Pillar I, e.g. with some AECith g
payments for natural constraints. However, the literature review focuses mainly on the effeg
Pillar | payments on farm income. The evidebesed on 54 publicationsdicates that without the
CAP, indeed farm income would be lower and variabditgr time would be higher. There ar
indications that DP have kept farmers from pursuing more profitable activities within and outsi
agriculture. However, this effect has likely decreased as a result of decoupling.

The literature also indicates thaterformance assessment of the CAP is insufficient in terms of
clarity of objectives and indicators with respect to the CAP effects on farm income aroeing|

4.3.2.2.1 Incomes in agriculture

To inspect the link between Direct Payments (DP) and farm profit, weefieshined the share of DP in
FIENY LINRBFAG 6 Fig.$id.3 DP contzbuteloR RvEradyé & share of 25.7% of farm profit,
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based on 2002013 data, and between 20 and 30% in most countries. One may expect higher
contributions of DP where farm inome is lower, and such a general trend can indeed be seen. However,
the outcomes are quite heterogeneous: in some countries (e.g. Slovakia, Ireland, Slovenia and Sweden)
this share is above 40%, while it is very low in countries like the Netherlands, @yurdgaly. While

these results are based on averages per country, the strong visible variation indicates limited
effectiveness in allocating income support so as to compensate for lower profits (and hence risks).
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igure 4.3.4:Farm profits (Euro) and ate of direct payments in share profit (%) for the years ZIWIA3. Source: own
calculations, data from Farm Accounting Data Network (FADN).

The literature on income is heterogeneous in methods and indicators, but generally indicates Difat

had a positive effect on farm incomgOECD, 2011; Agrosynergie 2011; Severini et al., 2016; Soliwoda,
2016; Poczta et al.,, 2012; Deppermann et al., 2014; European Commission, 2011). According to a
simulation done by Agrosynergie (2011, p.249), the weighted averageifiaome (200407) would have
decreased by 27% if direct payments had been removed. A somewhat similar number is reached by
Deppermann et al. (2014) when simulating the income effects of the CAP measures for farms in western
Germany for the year 2020 based the period 2006€008. The simulations predict that an abolishment

of direct payments would cause a 19.7% reduction in farm income. The impacts of EU accession were
analysed e.g. in Poland (Poczta et al. 2012), indicating real farm income to have dwooble2D04 to

2009, mainly due to subsidies paid under the CAP. Another main component of agricultural revenue
represents market returns which comprise a total of 86% of FADN Total Output for tB& Bl are
actually driven by quantity of output and peic Apart from relative stable yields, crop prices have

91



fluctuated considerably during 2002012 period, and there is no doubt that DP have played a major role

in income evolution. The importance of these income components differ by farm type (Hill &&rad
2015). However, Matthews (2017) argues that the dependency of farmers on DPs is overestimated, since
much of the support leaks to netarget beneficiaries (e.g. landowners). Matthews (2017) also highlights
that farm support and income calculations cemtly poorly reflect the overall income of farm families and
farm households including nefarm incomes (and hence, important aspects of income diversification), as
well as actual ofiarm workers, with little or no evidence as to how much such workers fieinem the

CAP payments. In addition, Matthews (2017) and other authors highlight that the distribution of DPs

poorly favours lowh y 02 YS FIF N¥YSNE o0aSS faz2z aSO0A2y odoX aST¥

both to Objective 39a and to SDG1.

Evidence suggest that the CAP reduced income volatility but atcreagd ¥ I N S NE& Qto | S N& A

financial risks The agricultural sector is especially prone to income risk, due to the multitude of

-

-

envionmenta I OG 2 NB G KIF G | NB 0 S &ekal. RO0Y)lfodidd BINBAP subsidies pall £ & { L

to Czech farmeeduce income volatility directly and indirectlsince subsidies can be used to invest in risk
mitigating technologiesin a study from ltaly between 20912, Severini et al. (2016) detected an
income stabilizing effect mainly because DP are less volatile than market income. Agrosynergie (2011)
also concluded that CAP subsidies have income stabilizing effects and that the income volatility, especially
of small farms, would increase without Dihabell et al. (2013) and Severini & Tantari (2013) find for the
case of three regions in Italy that the direct payments (though highly concentrated) can reduce inequality
of incomes. The choice between the different distribution modes (SFP, SAP or kigeisdiot seem to

have an influence. Soliwoda (2016) concluded that, despite some instab@izing effect, DP maat the

ArYS GAYS RSAGIOATATS FINN FAYIyOSa .oNeverRSeSNBI| &4y

payments to farmers also alloviarmers to take the risk of investing in new, potentially more profitable
activities This is particularly relevant since the 2@@form, where DP have been decoupled from
production- thus changing the incentive structure for production choices by fasmaedeed, Viaggi et al.
(2010), studying the investment behaviour of a small sample of households in 8 EU countries, found that
the share of household who increased their investments after decoupling was highée group of
households that did not exgience a positive income effect as a result of decoupling. The authors
concluded that loweiincome farmers invested more in adaptation, whereas higher income increased
consumption and potentially decreased farming activity. Kazukauskas et al. (2014hglabkDutch,
Danish and Irish fardevel data from 2002007, found indications that farmers have specialized in more
productive activities after the reform, but they did not find that decoupling caused farmers to switch to
producing new products. In Skewia, Bojnec and Latruffe (2013) found that the system of agricultural
subsidies after accession to the EU has kept small farms profitable, despite being less technically efficient
compared to large farms. They also observed a decline irsip@farms, with were also economically
inefficient, but did not become profitable as a result of DP.

In a sample of 15 EU countries in the time before decoupling, Rizov et al. (2013) found a negative
correlation between subsidies and famifficiency. However, afteretoupling, the correlation was not as
stringent and even positive in some cases. They show that agricultural subsidies lead to an efficiency loss,
but also to an easier access to investment capital, since decoupled payments might be more acceptable as
collateral.
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4.3.2.2.2 Labour in Agriculture

Empirical evidence shows that the CAP has some (limitpdsitive effects on agriculture labour
Arovuori and Yrj6l§2015) analysed the effect of the CAP from 1980 to 2010 on the value added per
worker. They obsenckthat the agricultural subsidies under the CAP have kept labour in the agricultural
sector. This overall has reduced structural change. Based on their results, the increase of the value added
per worker is slowed due to the subsidies. Olper et al. (26d)ved a moderate but robust effect of CAP
payments on keeping labour resources in the sector. Matthews (2017) argues as well that DP keep more
labour resources in agriculture than would be the case without DP. This finding has been confirmed by
Breustedtand Habermann (2011) and Ciaian and Kancs (2012). Sahrbacher and Balmann (2014) show that
the redistributive payment in Germany will keep small farms in the business in the short run but is not
sufficient to help the longi SN W& dzNIJA G| fe@ als® Shoved that redistilutvg gaymentsK
increase the capitalization of DP into land rents (Sahrba&tgalmann 2014). Policies like the production
guotas for milk or sugar beet tend to slow down technical progress and thereby structural change. The
comparison of yields of wheat (no quota) and sugar beet (witbta; Fig. 4.3.%illustrates this point This

effect has been reduced with the decoupling of payments and by the reforms ofrailkl sugar
markets?2015/17 where in both cases quotas were asioid.
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Figure 4.3.5:Relative Increase of Yield of Wheat and Sugar beet in Germany20281(1961 = 100%). Source: own
calculation based on data of the FAO 2017.

13 On March 15, 2015, the milfuota was abolished after a long phase of phasing out since 2016Cd¢Hithission 2016;
https://ec.europa.eu/agriculture/milkguota-end/history_er)

14 On September 30, 2017, the sugar quota was abolished. This was also accompanied by pdvaging out and a decrease of the
intervention prices for sugar from 632 EUR/t in 2008 to 404 EUR/t in 920U Commission 2017a;
https://ec.europa.eu/agriculture/sugar_eh
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4.3.3 Market stability

Question:Have CAP measures affected changes in, or incentivisablstmarkets?

Relevant CAP objectivesrticle 3¢ and Article 38

Relevant SDGndirectly, SDG 23(F OKA S@S F22R aSOdz2NA & |yR AYLNROSR
I 3 NR OYzt ( dzNEB ¢

Number of publications scanned:

4.3.3.1 Overall trends on market stdlhy

/17t NBF2N¥Ya adFNIAy3I FNRY MdbddH 2y 6 NR KI @S | OGA @St
decoupling support from production; opening the market access to the European markets; and abolishing
export subsidies. One can see that the supas become fixed (= stable) per area, while wheat prices in
Germanynow follow the world market and became more varialffeg. 4.3.9. This example illustrates

that most sectors are now integrated into international markets: supply and demand meet en th
international markets, prices are allowed to send signals of demand and supply and are not politically

fixed. This can be considered as bringing more market stability at the global level, but, compared to
politically fxed prices from earlier periods enhances price variability in the European markets and can

expose farmers to market risks. CAP reforms have effectively achieved the goal of aligning EU farming

with global markets, but at the cost of increasing price volatility from the perspective of faamers.
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Figure 4.3.6EU support levels (DM/t), wheat prices in German and global wheat prices (DM/ton) oveBdiunee Data

from von CramoiTaubadel & lhi€unpublished. Note: Data for the world market price are taken from Chicago Board of
Trade (CBoT;); German price data are provided by Zentrale Markt und Preisberichtsstelle (ZMP) until 2009 and by
Agrarmarkt Information GmbH (AMI) from 2009 onwards.

4.3.3.2 Results of our literature review on CAP effectiveness on market stability

Key findings

Prior to successive CAP reforms, agricultural markets in the EU were niusikated from
international markets. This ensured more or less stable domestic prices at politically fixed
Greater market orientation was achieved through recent reforms, reaching a better balance bet
supply and demand. However, it increadbe transmission of price volatility from world markets
domestic markets, giving rise to concerns that farmers in the EU are now facing higher price va|
While farmers can react more effectively to price signals from international markets, axcesike
volatility can be a threat.

TheEuroped / 2YYAaaAz2y R2S&a y20 2FFSNI I Of SI NI RSTAYAGA?2
market distortion and the integration of the EU market into world markets represent one dimension of

market stability. Moreover, many authomsorefer to the stability or volatility of prices (Tangermann

2011b; EC 2011; Matthews 2010; Thompson et al. 2000; Jongeneel et al. 2011). We therefore considered

that market integration and price volatility represent relevant indicators for market stability.

The 2003 CARform increase the integration of the EU market into world marketBrior to successive

CAP reforms and their implementation, agricultural markets in the EU were mostly insulated from
international markets. Production decisions were strongly influencggbiice support regimes, and less
marketoriented. Relatively stable domestic prices were achieved because movements in international
markets were transmitted either moderately or not at all to EU markets. Low responsiveness to world
market signals, howevecould lead to an imbalance of supply and demand (Jongeneel et al. 2011; EC
2011; Matthews 2010; Thompson et al. 2000). Successive reforms of tHé @& moved towards a

more marketoriented production, and reduced distortions to productidecisionsFeng & Patton (2013)

found evidence that the degree of cointegration for EU butter prices and world market prices (i.e.
changes in the world market price transmit into domestic price) has increased, and also the changes of EU
and world market beef pricesra more closely aligned. Contrarily, for wheat and barley they found no
evidence of increasing dategration. Castille/alero & Garciortijo (2012) found that the reforms
positively affected the integration of world and domestic maize markets. Mela2j2@ksess the
integration of several agricultural markets (soft and hard wheat, corn, feed barley and butter). The results
AYRAXGEISGE alKS NBEFT2NY KFR | LI2aA@ASAS STWHEH L2 yv oYOIEN]
The 2003 CAP reforh y ONB | & S R posureNdrtBeNdl#dility ©Eworld market prices Together

with a more liberal global trading of agricultural commodities, price signals as well as price volatility now
transmit from world markets to domestic markets (Matthews 2011; von Ledebur & Schmiiz; 20

15 parts of this process towards more market orientation and trade liberalisation were also achieved through WTO

commitments.
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reforms on price volatility. Among agricultural economists there seems to be widespread consensus that

an increased market orientation has the effect opesing EU producers to more volatile world market

prices compared to the politically fixed EU prices of the past. These include Moss et al (2011), von
Ledebur & Schmitz (2012), Mela (2012), European Commission (2011), Feng & Patton (2013), Matthews
(2010)and Femenia (2012). However, only few studies explicitly examined the effect of the successive
CAP reforms on price volatility or the effect on price transmission and the degree of market integration,
respectively. Bergmann et al. (2016) found no sigmifietfects for butter before 2006, but significant

price and volatility transmission effects after 2006. Jongeneel et al. (2011) found similar evidence on the
RFANE YIN]QSGP hQ/2yy2Nl 39 YSIYS oOuHnmm0Os FalodzaAy3d 2
butter and skim milk powder, also show that prices and price volatility within the EU align more closely

with the world market, where high price volatility on world markets affected EU prices. A report of LMC
International (2012) shows an increagse price volatility for cereals, which the authors relate to an
improvedmarket orientation compared to past reforms. These studies and others (e.g. Matthews (2010))
indicate thatrecent reforms increased the probability of high volatility transmission freonld market

pricesto EU pricem G 1 KSga onnmnI Lldy (acléxyediitawR@ibcredsédipice i K S NB
volatility with successive CAP refoém®ne of the intended objectives of the reforms was to increase the

market orientation of the agridtural sector. As a consequence, price variation is inevitable and to a

certain extent even desirable as it means tipgice movements reflect changes in fundamental supply

and demand characteristic3hey act as signals to reallocate resources effigieatid enable domestic

production to react more flexibly to international price signétsthe long rurthis is expected to increase

market stability at the global leveThis is perceived as an improvement from {4892 CAP measures,

which had a destalbiding impact orworld markets (Pinstrup Y RSNBE SY HAamMoT hQ/ 2yy2NJ
Matthews 2010; Rudloff 2009).

The results of many studies should be considered with caution, since the years -2009 were
characterised by severe disruptions in world commodityarketswhich affected levels and volatility of
prices. Brimmer et al (2016) give an overview of factors that increased or triggered volatility in
international markets. These include low stock levels, demand for biofuels and macroeconomic factors.
Altogether these events may have overshadowed price impacts of CAP policy changes.

4.3.4 Balanced territorial development

Question:Have CAP measures affected changes in, or incentivised balanced territorial development?
Relevant CAP objective2010 Objective3

Relevant SDG40 (reduced inequalities), as well as 1 (No poverty), 8 (Decent work and economic growth)
Number of publications scanned:9 publications

4.3.4.10verall trends on balanced territorial development

Among 22 million workers employed curtgnemployed in the agricultural sector (Eurostat 2017), there
are significant differences in work units and substantial disparities between regions, north and south, and
particularly between older and newer MSs. A wide range of employees is underempénadhy new

96



MSs, there are still considerably more people engaged in agriculture and they are more often working on
semisubsistence farms (Matthews 2017).

Agricultural employment has strongly declined between 2000 and 2Bit5 4.3.7. The decline was one

distinct in New MSs from 20€®005, i.e. prior to accession to the EU. The main explaining factors are
technical change in agriculture and a higher wages outside agriculture. Nonetheless, in new MSs, a
considerably large proportion of the populationssll engaged in agriculture many of which with low
economic viability (Matthews 2017).
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Figure 4.3.7:Development of the agricultural employment in the EU (2B005). Source: Own calculations based on
Eurostat (NACE_R1 data, table: Ifsa_egana, eygas from 15 years upwards).

4.3.4.2 Results of our literature review on CAP effectiveness on territorial development

Key findings

Based on 19 publications, we find individual CAP measures to show divergent impacts on b
territorial development, with both positive and negative impacts. Overall it seems the CAI
positive butweak effects toward the goal of achieving balanced territorial development in term
employment and labour. The reviewed studies dealt mostly with overall CAP effec
publications), 3 papers addressed decoupling and 7 papers focused on Pillarct$. éffidar |l
payments were found to be more effective than Pillar | (decoupled) payments, with |
Development measures indicating potentials for creating agricultural jobs whereas PIj|
decoupled payments had some positive but also noticeable megatfects Young farmer scheme
are too new to be evaluated, whereas LFA and ANC payments may help by alle
environmental burdens and by preventing land abandonment, respectively.
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Some evidence suggests positive effects of the CAP on balanced territorial developmenfiglio et al.

(2016) found the CAP paynisnto possibly enable 4.6 million labour work units. Though this amount
primarily relates to the capacity of work which is necessary for facing potentially increased outputs, it
could lead to the creation of new jobs. In addition for Pillar I, Nordin (R@ddeals that funds make a
considerable contribution to preserving agricultural jobs, with specific payments like the grassland
support measure in Sweden inducing the deceleration of structural change in rural areas. Moreover,
grassland support reduces afhscale farm surrender and therefore contributes to structural diversity in
areas with larger share of grasslands (Nordin 2014). Regarding Pillar 1l, Granvik et al. (2012) ascertain that
rural development measures lead to increased farm diversificatairrgials associated to new activities

and innovations together with enhanced employment rates. Schuh et al. (2016) confirm CAPs positive
influences on rural development in terms of supporting small scale farms and strengthening
diversification potentialdike tourism. Beyond that, Uthes et al. (2017) show that rural development
expenditures are in line with regional requirements; and that the payments contribute to an increase of
labour force and productivity in agriculture. Olper et al. (2014) show ti#d€® @ayments contribute to
preventing migration of farmers, estimating that each increase of funds by 1% induces a decline in
migration by roughly 0.172 %. Although the subsidies lead to the preservation of agricultural labour units,
the effect is bound otthe specific measure, where DPs seem to have a greater effect than Pillar Il funds in
terms of decreasing agricultural migration, due to the more central role of Pillar | subsidies for farm
income support (Olper et al. 2014, Hubbard & Gorton 2011).

Some evidence suggests negative effects of the CAP on balanced territorial developmBath
decoupled payments (Pillar 1) and the rural development measures (Pillar II) were said to negatively affect
agricultural employment (Petrick et al. 2011). Schuh et(2016) suggest that the CAP lowers the
potential of new rural employment opportunities because decoupling did not induce a reallocation of
workforce into agricultural tasks. Hennessy & Rehman (2008) ascertain that decoupling negatively effects
on-farm labair marginal returns. As a consequence, farmers enhance the amount -&drofflabour

hours. Petrick et al. (2012) explain these insights through the fact that farm workers are no longer
bounded on sustaining specific levels of agricultural production fesgrving decoupled direct payments.

As a result, decoupling increases shortages of labour in agriculture (Dupraz & Latruffe 2015). Considering
rural development measures, Pelucha et al. (2013) found that creating new jobs and thwarting
unemployment is ofmarginal relevance, since the unemployment and migration rate in municipalities
receiving rural development funding is on a level with the rate of municipalities which do not receive
these payments.

Sahrbacher et al. (2009) analysed the impact of CAP gatgnon the structural development of farms in

the Czech Republic following the accession to the EU. Their results suggest an influence of the EU
accession on a decelerated structural change in terms of a higher amount of agricultural farms through

CAP sufidies. Yet the explanation was that numerous farmers registered their farms only after the Czech
wSLlzof A 0Qa | O0SaaAirzy G2 GKS 9! Ay 2NRSN (2 o6S St
registration is not the only precondition for subsidifowarce, since many other eligibility criteria must

be met. Bezak & Mitchley (2014) note that the administrative and financial requirements as well as the
minimum area for eligibility, hinder the CAP implementation among many farmers in the New MSs, and
particuarly smallholders. That refers spatially to remote and mountain areas, and socially it concerns

small farmers with low socieconomic capital, where CAP conditions are general and difficult to be met.
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Mikulcak et al. (2013) notes that although EU ruratelopment policy is strongly focused on economic
development, it still lacks adjustment of CAP subsidies to local circumstances and challenges, since in
recently accessed countries undemployment and rural population decline put traditional farming at

risk. Accordingly, the recent CAP measures are directed to sustain large scale holdings rather than
maintaining structural diversity in terms of small farms (Bezak & Mitchley 2014) or facilitating creative
and innovative neeendogenous activities (Dax et @016). In a more general context, Hubbard & Gorton
(2011) suggest that the CAP fails to support a broader rural development. External factors, however,
remain more relevant in terms of promoting employment and labour as well as leading to the viahbility o
rural areas. These include mainly rural services and manufacturing (Hubbard & Gorton 2011) and also
country specific factors (Viaggi et al. 2011).

Focused instruments like investment aids appear to be more promising in terms of agricultural
employment spport (Petrick et al. 2012). In this regard, Bournaris et al. (2014) found that the rural
RSOSt2LIYSyd YSIFadaNB aaSidAy3a dzLJ @2dzy3 FlF NX¥SNERE AyC
to young and skilled farmers and counterbalancing theugetcsts. Withal, this measure seems to bring

positive impacts to the reduction of agricultural migration of young people.

Several methodological problems to assess CAP effects on balanced territorial development relate to
insufficient data, sampling limitatios as well as short implementation periods regarding specific
measures For instance there are limited assessments of the distribution of CAP spending over space
(Shucksmith 2005). Since available data on farm labour is fragmentary, Dupraz & Latrufjeaf@0&5n

favour of developing appropriate databases. Moreover Uthes et al. (2017) recommend the development
of suitable indicators for measuring time series effects and facilitate monitoring. As several studies are
based on modelling and are possiblyated to unintended londerm external impacts (e.g price
changes), results should be taken with caution (Olper et al. 2014; Bonfiglio et al. 2016). Beyond, Nordin
(2014) emphasizes the need for analysing the impacts of decoupling -darmffemployment, ashere

are some shortcomings in the literature. Additionally, according to Esposti (2007) there also shortcomings
in regional growth policies concerning counter treatment effects, as well as how effective and targeted
Rural Development Programmes are (Camaet al. 2014). Because certain studies focus mainly on one
specific GAP measure (Bournaris et al. 2014; Nordin et al. 2014) or one country (Petrick & Zier 2011;
Pelucha et al. 2013) comparisons to other measures and between different member statgygested

in order to sustain effective programmes (Bournaris et al. 2014).

4 .4 Effectiveness: Environment

4.4.1 Climate Action and Energy

Question: To which extent do CAP instruments/measures affect changes in, or incentivise the mitigation
of climatechange and the production of affordable and clean energy?
Relevant CAP objective{ dza G Ayl 6t S YIyIF3SYSyid 27F ylIGdaNI t NBasz
priority 2)
Relevant SDGL3: Climate Action, 7: Affordable and Clean Energy
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Number ofpublicationssanned:37 publications for climate, 5 for energy

4.4.1.1 Overall trends on climate action and energy

Agricultural greenhouse gas (GHG) emissions in the EU have slowly declined between 2001 and 2012.
They however started increasing again after that to edmack in 2015 to the level of emissions observed

in 2006. At the same time, overall EU GHG emissions saw a reduction of approximately 18% since 2006
(Fig. 4.4.1. Within the EU, GHG sources included under the IPCC reporting category "agriculture"
contribute approx. 10% to overall GHG emissions (2015: 437 out of 4,45200P&").

1,05

1,00 ~ W

0,95 —@—Agric. GHG emissions
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Fgure 4.4.1 Development of EU agricultural against total GHG emissions and trends in herd size and fertilizer use. The
value 100% for 2001 corresponds to 458 Mio je0r agicultural emissions, 4,887 Mio.t G&for total emission94 Mio.t
CQefor bovine cattle, 12 Mio.t G@ for inorganic Nertilizer. Source: Own elaboration based on Eurostat 2017.

GHG sources included under the IPCC reporting category "agricultureddever, only represent about

half of all agriculturaelated emissions. Main sources under "agriculture" are: 1) soil emissions of Nitrous
oxide (NO), originating from mineral and organic nitrogen fertilisers (3.7% of overall EU GHG emissions);
2) Methane (Clj) emissions from livestock digestion processes (4.2% of EU overall GHG emissions); and 3)
Methane and BO emissions from manure management (1.5% of EU overall GHG emissions; Fig. 4.4.2).

16 http://ec.europa.eu/eurostat/statistics

explained/index.php/File:Total_greenhouse_gas_emissions_by countries_(including_international_aviation_a
nd_indirect_CO2,_excluding_LULUCF), 199m15 (million_tonnes_of CO2_equivalents) updated.png
Y CGe meansCQ equivalent Emissions of other Greenhouse Gases thanat®generally converted to
CQe according to their global warming potential, in order to make them comparable.
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4.2%

M Enteric emissions from digestion (approx. 90%
from cattle)
Manure Management (mostly from swine and
cattle)

M Soil emissions (only N20, mainly due to N
fertilizer use)

M Agricultural CO2 from Land Use, Land Use Change
and Energy
Non-agriculture

81%

Figure 4.4.2Sources of EU agricultural GHG emissi@i$2Source: Own elaboration based on EEA (2017).

There are however very important amounts of GHG emissions that are caused by agriculture but not
included under the UNFCCC reporting category "agriculture”. In a Life Cycle Assessment for livestock
producton, Weiss & Leip (2012) assessed total GHG emissions only of EU livestock production and found
total emissions of 623852 Mt CQe, thus 156200% of the value reported under "agriculture" (which
includes crop cultivation too). It can thus be estimated tkiz¢ consideration of all relevant sources
would at least double agricultural GHG emissions compared to the values currently reported under
"agriculture”. There are four important additional sources of agricultural GHG emissions:

Upstream emissions repordeunder "Industrial processes”, mainly due to industrial fertilizer and
feedstock production.

Energy consumption for agricultural production (reported under "Energy"): It causes some 5% of
overall agricultural emissions in Germany (Osterburg 2009). Tegetith industrial processes, it
contributes 1724% to the EU's overall agricultural GHG emissions from livestock production
Weifss & Leip (2012). From 2004 to 2014, energy consumption by agriculture dropped approx.
10%".

Land Use and Land Use Change: Tiftezation of organic soils was found responsible for approx.

80 MT CQin 2011 and 2015 (EEA 2017, Van Doorslaer et al. 2015). Land use change outside the
EU, due to the conversion of tropical forests to farmland for the production of imported

18 http://ec.europa.eu/eurostat/statisticsexplained/index.php/Agrenvironmental_indicatr_-

_energy_use
101



feedstock,is however difficult to accurately assess. It is estimated to be responsible3@vdof
emissions related to livestock production (Weiss & Leip 2012).

Downstream emissions e.g. from food processing or waste disposal, which are not considered
here.

Livestock production is responsible for over 2/3 of agricultural GHG emissions in the EU if all different
sources are included (Weiss & Leip 2012). Most of these are attributable to the beef and dairy sector
(Bellarby 2013). In Germany, beef and particuladyryd production are responsible for over 50% of
agricultural emissions, and are also the most Ghiénsive agricultural products on a pkg basis
(Osterburg 2009).

Energy is also included in this section due to the interconnections with climate chadgéeamather
marginal relation to the CAP which would not justify an alstending section on this topic. In 2011,
energy crops covered an estimated 6.1 million ha of agricultural land in the EU, equivalent to 3.4 % of the
total UAA and contributed appraxately 2% to primary energy productiSn

4.4.1.2 Results of our literature review on CAP effectiveness on climate action and energy

Key findings

Agricultural GHG emissions in the EU represent ap@6% of the EU's total GHG emissions;
category “"agriculture” for EU reporting to the UNFCCC only includes half of these. Liv
production is responsible for more than 2/3 of agricultural emissions.

There is no visible effect of climate action @ndhe CAP on the EU's agricultural GHG emissior
slight overall reduction since 2001 and also a recent increase since 2012 can mainly be explg
changes of the bovine herd size and fertilizer use, influenced by decoupling, the milk quota r
the nitrates directive (G6€cheme). Much smaller and mixed effects on GHG emissions c3
expected from AECM and greening. Clear and targeted measures that would effectively
climate change based on known reduction potentials are widely missing tinel€eAP. Particularly
emissions from livestock production are not addressed adequately; this also includes emission
deforestation outside the EU for the production of imported feedstock.

Energy crops are not receiving specific support from the CAf@me, evidence shows no significa
CAP effect on them.

The overall trend of agricultural GHG emissions does not show any visible effect of targeted actions under
the CAP. Thisan be explained by two main reasons (EEA 2017, Fig. 4.4.1): the most important one is a
change in bovine cattle numbers (from approx. 94 in 2001 to 89 million in 2015), due to decoupling and
the milk quota regime; while the second reason is the develognwnN fertilizer used, with earlier

reductions because of the Nitrates directive as "Statutory management requirements" under CC (Council

19 http://ec.europa.eu/eurostat/statisticeexplained/index.php/Archive:Aggnvironmental indicator-

renewable energy production
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Directive 91/676/EEC). These CAP measures are not primarily targeting climate change; moreover, there
seem to be no @equate measures under the CAP to mitigate the recent increase in agricultural emissions.
The agricultural sector clearly lags behind other sectors; it does not seem to achieve to decouple GHG
emissions from agricultural production.

Further on in this suletion, we first analyse the most important sources of GHG emissions and the CAP's
possible effects or neeffects on them. Then additional results from the literature review are presented
for specific CAP instruments. After this, we briefly summarizeatitee findings on emission reduction
potentials, in order to assess if more targeted action would be possible under the CAP. We further include
a short note on adaptation to climate change. Finally, energy is addressed briefly.

GHG emissions from livestk farming

As shown above, agricultural GHG emissions developed in parallel to livestock numbers in the last 15
years. EEA (2017) indicates the milk quota regime being the most importante@#d? driver for past

herd reductions, while also decoupling general had this effect. This is backed by Thorpe (2009) who
states that agricultural GHG savings have been more a consequence of reducing subsidies than a
determined attempt to reduce emissions. As a consequence of2@E8 CAP reforms, however, Kirenn

et al. (2016) modelled increasing cattle herds in Austria, incentivised by the recent abolishment of the
milk quota regime and recently, herd sizes are indeed increasing in the EU (Fig. 4.4.1), already before the
abolishment of the milk quota regima R015.

The mainly indirect effects of the CAP on livestock emissions and the related lack of specific measures are
also mentioned by Erjavec et al. (2016), stating that GHG emissions of the livestock sector are not
targeted directly by the CAP, and Sotazt al. (2016), arguing that the dairy sector, while being most
important for agricultural GHG emissions in ltaly, is only marginally affected by the CAP and particularly
greening.

The largest share of livestocklated emissions are stalled "enteric enissions”, methane emissions
occurring from digestive processes of cattle. They might be reduced directly by feeding special additives;
such measures are however questioned and not part of European policies (Thorpe 2009). Also manure
management causes meaihe emissions by anaerobic storage. For large pork and poultry farms, adequate
manure storage is already mandatory by the Industrial Emission Directive (IED 3233, EEA 2017), which is
not a part of the CAP. Statistics seem to indicate that targeted measmeemissing: The decrease by
24.3% of GHG emissions from manure management between 1990 and 2011 (Van Doorslaer et al. 2015) is
equivalent to the decrease of the herd size, indicating that no significant improvement was reached in
manure management.

Livestockrelated emissions due to land use change outside the EU are analysed in further below in this
section under "land use and land use change".

N,O emissions from nitrogen fertilizer use

N,O emissions from soils are mostly a saffect of nitrogen ferilizer use that is difficult to avoid even

when organic fertilizer is applied (IPCC 2006). They can thus best be reduced by reducing N fertilizer. This
was achieved by the nitrates directive which is mainly targeting water pollution but included undsr cros
compliance (EEA 2017). Excessive use of fertilizer since the 1990s has also been reduced in the context of
reducing EU overproduction (Good & Beatty 2011) and due to the economic decline in Eastern Europe
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after the collapse of the Soviet Union (EIA 20Tfere is however a recent increase in N fertilizer use
since 2012 (Fig. 4.4.1, also contributing to the recent increase of GHG emissions.

AECM can locally be effective in nitrogen reduction as shown by Casey & Holden (2006) who found a 49%
reduction innitrogen fertilizer use with only small productivity decreases for sudldef farms in Ireland

when switching from intensive management to a Rural Environmental Protection Scheme (REPS,
implementation of AECM on the national level in Ireland). For th&-p013 CAP, based on a modelling
analysis, Kirchner et al. (2016) estimated a slight increase in the usdeofilider, since farmers are
motivated to intensify production again due to reduced agmironmental payments that are not fully
compensated # greening.

Climate impacts due to land use and lanu$e change

Emissions due to land use are mainly caused by the cultivation of organic soils such as peat lands that
keep emitting C@after being drained and converted to agricultural land (Natural @agiermany; TEEB

DE 2015). While the CAP does not provide direct payments for climate relevant reversal of drainage of
organic soils after 2004, Pillar 1l payments for rewetting drained organic soils are available under certain
circumstances (Regina et @016). According to Peters & von Unger (2017), the consideration of organic
soils e.g. in GAEC criteria is insufficient, leaving potential for improved agricultural peat soil conservation
and thus avoidance of G@&missions.

Landuse change is particulgrimportant outside Europe and its main source is feedstock production for
the EU livestock farming. The main cause for this GHG source is deforestation for soy cultivation as
imported feedstock from Latin America (Khatun 2012), also causing a rangehef atlverse
environmental impacts (Boerema et al. 2016). Weiss & Leip (2012) note a difficulty to estimate the exact
impact but estimates that feedstock production outside Europe contributes between 9 and 33% of the
EU's livestock emissions. While the @ARnot directly be held responsible for this situation, there is also

no measure under the CAP to tackle this source of GHG.

EU policies on biofuels are another important cause of4asel change outside the EU, mainly because of
palm oil cultivation in Sgheast Asia (Miyake et al. 2012). The main driving policy however is the RED
(Renewable Energy Directive) with only partial relations to the CAP by e.g. providing payments for energy
crops under certain circumstances.

Some authors warn that EU measurésitt promote less intensive production or setides may lead to
adverse climate effects elsewhere. Warner et al. (2017) conclude that in the UK, most options under
AECM achieve an absolute reduction in GHG emissions compared to an existing arable dirg, base

at the expense of removing land from production, risking production displacement. Pelikan et al. (2015)
model increased land use outside the EU due teasédes for EFAs, assuming 7% of arable farm land
devoted to EFAs. They suggest that forlreadditional hectare set asidelahd-based GHG emissions and
emissions from fertiliser use in the rest of the wavid rise by about 21 tonnes ¢€quivalent. These
results, however, assume that 7% of arable land would be removed from production, aghere
implementation data show that most EFA area is devoted to productive options, and generates only
marginal landdzi S OKl y3Sa 6t SQSNJ SG [ fd® HamMTO®

Additional results on the effects of specific CAP instruments
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As shown above, targeted measures tackling st important sources of agricultural GHG emissions

are scarce under the CAP, therefore, also in the future, its main impacts on GHG emissions can be
expected by ceeffects of other measures (such as the abolition of the milk quota regime). Nevertheless,
climate action is an explicit CAP objective (2p1i0rity 2), and also under Pillar 1l, RDP priority No. 5
promotes "resource efficiency and supporting the shift towards a-davbon and climateesilient
economy in the agriculture, food and forestry tws". Several measures exist with a stated purpose of
climate change mitigation.

For greening, quantitative evaluations of Gk@ucing effects are difficult to find. Solazzo et al. (2016),
using a modelling approach, found small GHG reduction of gre€¢hia®) for Northern Italy, mainly due

to a potential reduction in maize and other cereal crops in some areas, and the increased spread of
nitrogen-Uking crops, mainly alfalfa and soya. Domingo et al. (2014) found that, if applied in an ideal
manner (e.gby supporting protein crops under EFAS), greening could tackle 23% of the agricultural GHG
reduction potential in France, by increasing the surface area of grain legumes, buffer strips hedges and
cover crops, among others. Reduction of GHG via the crepsification greening measure are expected

to be very limited, since this will only affect approximately 2% of arable land in the EU according to
Westhoek et al. (2012). Van Zeijts et al. (2011) claim that measures implemented by CAP greening lead to
justa small (3%) reduction in GHG emissions from agricultural activities. Gocht et al. (2016) simulated the
impact of a 5% increase in grasslands at the EU level on GHG emissions. The expected net effect was a
reduction of 4.9 Mt C@ /year. The authors, howey, identified a major risk in using the conversion to
permanent grassland as an emission mitigation measure: carbon is stored in soil only as long as these
grasslands are maintained, quickly returning to the atmosphere once lanec@kerted to arabldand.

In addition, the authors proposed that, compared to other GHG mitigation measures such as peatland
restoration or afforestation, the codienefit of this policy implementation would be relatively low. Gocht

et al. (2017) estimate that greening measswill reduce the aggregate GHG emissions for the whole EU

28 by 0.20% until 2025. However, the grassland measure has the opposite effect in this study, with a
0.25% increase because of the expected increase in animal numbers.

Hardly any literature coulte found on effects of AECM on GHG emissions. When studying the effects of
AES in cattle farms in Ireland, Casey & Holden (2006) found that environmentally friendly production as
promoted under the CAP is slightly less Grt@nsive per production unit @i intensive productior but

without considering potential shifts of production. Also, Sanchez et al. (2016) found slight overall GHG
reducing impacts of different (mainly unspecified) CAP measures in Aragon, Spain, but also a lack of
targeted support fothe most effective and efficient measures, due to a lack of regional specificity of the
CAP.

There is still further potential for the CAP to improve climate actioBeveral studies identified an
important potential to improve management of -fértilizer, allowing for savings of fertilizer, GHG
emissions and even costs due to more precise applications (Domingo et al. 2014, Moran et al. 2009, Van
Doorslaer et al. 2015). For instance, Domingo et al. (2014) found that the introduction e$peciiic N
balarces, implemented e.g. under cross compliance or under Pillar Il, has a potential of annually reducing
21.5 MT Ce by minimizing unnecessary fertilizase; such a measure could be caosutral, it would
however be demanding in monitoring. Anaerobic dig@stof manure, avoiding emissions by flaring
methane or using it for energy production is identified in all studies as agdtgntial measure, near to
costneutral. Hurdles are mostly due to missing information and access to technology. As-auttiogs
measure, Domingo et al. (2014) suggest to introduce AECM based o#efsghanalyses of mitigation
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potentials of different sources, specifically identifying and supporting the most promising and feasible
measures. When modelling hypothetical scenariagthviixed agricultural emission reduction targets in

the EU, van Doorslaer et al. (2015) found that GHG reductions are mainly achieved by further reduced
herd sizes; interestingly, they found farmer's income to remain stable due to higher prices, which aga
lead to partly reduced animal product consumption, but also to the risk of shifting production and thus
emissions to other parts of the world. There is thus also a potential of further reducing herd sizes and thus
emissions by a lower meat consumptioBellarby et al. (2013) identified a reduction potential for
livestockrelated emissions of 281%, to be realized by reduced production/consumption, avoidance of
food waste and also increased beef production on grasslands instead of intensivdegiding Meat
consumption may currently be influenced by an epeoportional CARBupport for livestock production.

For comparison, DP account for 7% of the income of horticultural farmers, versus 70% of the income on
W2GKSNJ ANI T Ay 3 f AJSaravetrg @f ddined paatiafigvas net masasseddin thek
abovementioned studies, but probably bears an important potential of GHG reductions (Natural Capital
Germany¢ TEEB DE 2015). It seems thus clear that targeted climate action, based on quantitiEive G
mitigation potentials, could be very effective, but is currently widely missing under the CAP. This is in line
with missing ambitions to reduce agricultural GHG emissions at the political level. In 2015, the Paris
Agreement on Climate Change establislambitious targets for GHG reduction. Compared to 1990, the
EU currently aims at reducing 40% by Z83Md 80% by 2058 Nevertheless, in a followp study on the

Paris conference, Hart et al. (2017) find that "despite being a significant contributor@e@tiksions in

the EU, there remains no clear decarbonisation agenda or GHG emission reduction targets for the
agricultural sector at EU level".

Although there is a fair amount of literature available on agriculture adaptation to climate change,
there arevery few studies evaluating CAP effects on climate change adaptat@iimate change is likely
to increase environmental risks for farmers and natural and setiral areas are known to act as
buffers against such risks. Yet, our analysis of the litegatndicates a surprising paucity of studies
addressing CAP effects on riglduction e.g. fire hazard, flood regulation. Muller et al. (2017) pointed out
that climate insurances may have undesirable effects such as disincentivizing adaptive management.

There are also few studies evaluating CAP effects on energy crdpg premium on energy crops and
support through the CAP saside scheme was abolished in 2609 oday, the CAP only supports energy

crops indirectly. For instance, Emmerling & Pude (2017hliglged that short rotation coppice
plantations are eligible as EFAs and can represent energy crops. The main policy influencing energy crops
is currently the Renewable Energy Directive (RED; Miyake et al. 2012). As a result, the CAP is likely to have
little influence on energy crops. Indeed, Gionnacaro et al. (2014b) did not find any significant effects of
different CAP scenarios on energy crops in Andalusia. Finally, evidence suggests that the contribution of
energy crops to climate change mitigation htidoe complex. For instance, Britz et al. (2013) found in
Germany that biogas production from maize is probably even more GHG intensive than fossil fuels, due to
the GHG emissions related to agricultural production.

20 https://ec.europa.eu/clima/policies/strategies/2030_en
21 https://ec.europa.eu/clima/policies/strategies/2050_en
22 https://ec.europa.eu/agriculture/bioenergy/cap_de
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4.4.2 Soil protection and Integrity ofVater Resources

Question: To which extent do CAP instruments/measures affect changes in, or incentivised, the adoption
of measures/interventions that are beneficial for soil and water quality and protection?

Relevant CAP objectivéSustainable managemeg&t¥ y I G dzNJF £ NBa2dzNOS&aX 6AGK
(2010priority 2)

Relevant SD@ (Clean water and sanitation)

Number of publicationsscanned 23 publications

4.4.2.1 Overall trends on saind water

Impacts on soils and water are closely conndotgth e.g. water runoff from fields causing both soil loss
and water pollution (Panagos et al. 2015). We therefore treat both topics together in, three subtopics: soil
erosion, water pollution and water scarcity related to water uptake for irrigation.

Acording to Jones et al. (2012), 1.3 million km2 of land are affected by erosion in the EU 27,
corresponding to approx. 29% of the territory, mostly located in the southern MSs; in average, 2.2 tons of
soil are lost per ha and year, while soil formation idyol.4t; Italy, as a Mediterranean state, even
presents a soil loss rate of 8.5 t/(ha*a) (Panagos 2015a, Fig. 4.4.3).
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Figure 4.4.3Map of soil loss rates in EBource: Panagos et al. (2015a).

River pollution due to nitrates has improved during thet fgsars in Western Europe where in 2010, still
the highest levels are found; for the rest of the EU, it is stagnakitg 4.4.4 There is however no data

are available from Eurostat after 2010. Pollution of groundwater by pesticides is an issue ld,thetE
monitoring data are scarce. For 7% of monitoring stations, most of them located in Northern Italy and
Northern France, legal thresholds of some pesticides were surpassed in 28/10/11

% nttp://ec.europa.eu/eurostat/statisticsexplained/index.pp/Archive:Agrienvironmental_indicator-

_pesticide_pollution_of_water
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Figure 4.4.4 Nitrate concentrations in rivers between 1992 &0 in different geographical regions of Europe. Source:
EEA[fttps://www.eea.europa.eu/dateand-maps/figures/nitrateconcentrationsn-riversbetween?).

Agriculture in the EU accounts for around 44 % of total watef*uséwhich more than twehirds occurs

in the Southern EU, mainly for irrigation. The high pressure on water resources is already causing water
scarcity which is expected to increas€C (012, Milano et al. 2013). The unsustainable use of irrigation
water has only seen marginal improvement since 1990 (European Court of Auditors 2014). Levels of water
uptake are stagnating~{g. 4.4.%, indicating that the necessary improvements in uskcieincy are not

being achieved.

2 https://ec.europa.eu/agriculture/envir/water_en
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Figure 4.4.5Trend of water abstraction for agriculture in selected countries. Source: Own elaboration based on Eurostat
(http://appsso.euroat.ec.europa.eu/nui/submitViewTableAction)do

4.4.2.2 Results of our literature review on CAP effectiveness orasdilvater

Evidence suggests a potential positive effects of the CAP on the mitigation of soil erosion. However

Key findings

Soil loss by water erosion affects large parts of southern Europe. Though the overall trend se
be negative, positive effects of the CAP have been found in modelling studiesg atiears due to
GAEC requirements under CC. For water pollution by nitrates and pesticides, affecting mog
regions of intensive agriculture in the Western EU, the integration with other policies such &g
nitrates directive included in CC is degisilmprovements have been achieved, but still the CA
found to show potential for further action, e.g. by promoting more precise N fertilizer use @
including phosphate control and sustainable pesticide use in CC. Water scarcity due to ex
water uptake for irrigation is a mostly a problem of southern EU; it is however not effectively ta|
by the CAP, and integration with other relevant regulations (e.g. WFD) is insufficient.

evidence consists in maling rather than empirical studiesAgriculture contributes to soil erosion by
removing the original vegetation cover, mostly forest in the EU, and exposing soils to eroding forces of
water and wind (Jones et al. 2012). The most important factors infingnsoil erosion are combined in

the Revised Universal Soil Loss Equation (RUSLE, Panagos 2015a), and can be summarized by rainfall
patterns, soil properties, soil coverage, slope and support practices. There is no specific EU legislation in
force’® on sol protection, and hence the importance of the CAP in this regard is high (Henriksen et al.
2011, Jones et al. 2014). Modelling studies (Borrelli et al. 2016, Panagos et al. 2015a) showed that the CAP

%5 A Soil Framework Directive is under discussion since 2006 (Henricksen et al. 2016)
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criteria of GAEC (under CC), such as reduced tillagmibicoverage, decreased the loss of soils by
approximately 10% in the EU, while the potential for further mitigation of erosion by more stringent
definition and application of suitable measures would be even much higher (up to 50% according to
Borelli etal. 2015). Panagos et al. (2015a, 2015b, 2015c) showed the high positive potential of measures

such as cover crops if applied more frequently. For case studies in the UK, Posthumus et al. (2011) found
GKFdG abD! 9/ NBIljdzA NBYSyda &eé hajol dall)ehratBtiBn isBuedNEnd NSt S ¢
O2YLE Al yOS (2 GKS&S NBIdZANBYSyiGa 6SNB NBLRZNISR (2
with positive impacts on soil, supporting measures such as the creation of buffer strips, the maintenance

of terraces o the promotion of hedge planting. Under greening (and also under AECM), the promotion of

the conversion of arable land into extensively managed grassland can be expected to mitigate erosion
(Panagos et al. 2015b). Crop diversification is expected to siaygly negative impacts on soil erosion
prevention with a potential soil erosion increase in-BJwith 1.2% (Gocht et al. 2017), but notably, this

is under the assumption that the measure will indeed induce an increase in crop diversity-Miopetz

(2014) find positive potential effects of EFAs on soil protection in Spain, particularly if leading to the
revegetation of bare soils. The CAP also has indirect effects on soil erosion by triggering certain choices of
production systems, both favouring anaitigating erosion. GarciRuiz (2010), for example, shows that in

Spain, the CAP incentivized olive and almond orchards in terrain sensitive to erosion. Guerra et al. (2016),

for Portugal, report more intensive grazing in consequence of the CAP, ingeassion risk.

The CAP has a positive effect on water pollution reduction, mainly through CC, but important potential

for further improvementremains.Reduced pollution by nitrates in Western Europe is mainly is due to CC
with the Nitrates directive (g. Van Grinsven et al. 2016 for the Netherlands), and, in earlier times, also
due to the reduction of oveproduction following decoupling (Bonfiglio et al. 2011, GaHlAgala et al.

2009). Still, results are not sufficient to reach a "good status" oémaddies according to the WFD. There

is also an apparent gap in knowledge about the effects of the recent increasdeitilider use Fig.

4.4.7). Additionaland more specific measures of the CAP for water protection were demanded by the
European Courbf Auditors (2014), such as the inclusion of the sustainable use of pesticides in CC or
targeted managed of phosphorus (see also Van Grinsven et al. 2016). Also the harmonization of the
currently huge varieties in buffer strip requirements in different WM& proposed to have a potential to
improve water quality by reducing runoff from fields (European Court of Auditors 2014). The European
[ 2dzNlI 2F ! dzZRAG2NE ownmnO faz2z adrdisSa ddKFG GKS aLIRf
case of wagr pollution, since the inclusion of the relevant directives in CC implies that the penalty
consists in reduced payments instead of a quantified liability for possible damages. Several of the EFA
options under greening have a known role in erosion cona®lwell as maintaining or restoring soil
quality. For instance, with regard to soil formation and condition, catch crops have a shown positive
impact on the chemical condition of freshwater (Angileri et al. 20177). They have shown the potential,
especiallyif sown as a species mixture rather than as single species, to reduce the risk of nitrogen
leaching. Hence, from a water and also soil perspective, greening has some potential for a positive
contribution if really leading to a change of langde or managment. Finally, the integration of the CAP

with the WFD and other relevant EU policies is decisive for an effective protection of water resources
69dzNRLISIY [/ 2daNI 2F ! dzZRAG2NAE wamnT 4SS WOEGSNYyILt O2
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The CAP does not adequately addresater scarcty. The European Court of Auditors (2014) highlighted

that the enforcement of regulations at MS and local level are insufficient, in particular for irrigation. For

Ay a i IAgc@@ny to dhe checklists used by céosspliance inspectors in Greece andiSpie actual

volume of water abstracted is currently not checked against permits. In Slovakia, the Court found that the
volume abstracted is not even measuked. LY RSSR> 41 GSNJ dzLJi {S KIFIa y2d R
since 2000 (Fig. 4.4.5). Giannakisal. (2016) found that insufficient enforcement hampers instruments

for more efficient use of irrigation water such as water pricing policies. AECM and RDP measures relevant

to this topic include the promotion of drip irrigation or the restoration of \aetds (European Court of

Auditors 2014). Indirect effects of the CAP have been reported as well: Chico et al. (2013), on cotton in

t 2Nl dAaAl £ 2 F2dzyR GKFd RdzS G2 /'t NBF2NYasz SEGSyaaU
footprint per unit, buil I £ 26 SNJ 2@SNIff LINBaadaNE 2y GKS olFaAayQ
reduced overproduction after decoupling are also reported by Bonfiglio et al. (2011) and G&jiaigoet

al. (2009), but it is also mentioned that the CAP is still triggeincreased production and hence higher

resource use in comparison to a AP scenario for the use of fertilizers, pesticides, and water
(Giannoccaro et al. 2011, 2013, 2014). In a fitness check of EU Freshwater Policy, the EC (2012) found that
"water-related actions taken under the pillar 1l of the CAP are not always sufficient on their own to
counteract those pressures exerted on water quantity and water quality by trends in intensification and
specialisation, some of which have been supported by €&d payments.

4.4.3 Biodiversity and ecosystem services

Question: To which extent does the CAP affect changes in, or incentivise, the adoption of
measures/interventions that are beneficial for biodiversity and ecosystem services?

Relevant CAP objectived{ dza G Ay 6t S YI yI3SYSyd 27F ylFGdz2NIt NBasz
priority 2)

Relevant SDGL5: Life on land

Number of publicationsscanned:123 publications, covering the EU and 25 MSs therein, as well as areas

outside the EU such as Switzerland.

4.4.3.1 Overall trends on biodiversity and ecosystem services

Agricultural expansion and intensification, as well as land abandonment, exert major pressures on
biodiversity and thereby ecosystem services (ESS). These processes were recently rankedhsaegnd a
the greatest threats to global biodiversity (Maxwell et al. 2016) and rank first amongst the greatest
threats to birds in agricultural ecosystems (EEA 2015). Biodiversity declines in farmland areas in the EU
are welldocumented, especially for some dicator taxa such as birds and butterflies (BirdLife
International, 2015; EEA 2015; Van Swaay et al. 2015).
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Overall, declines were found to slow down in some countries in NkbjpE and for some taxa specifically,

albeit against a mucimpoverished status (Pe'er et al. 201Big. 4.4.3. Declines of butterfliesn

European norEU countries were faster (EEA 2013). These losses can be partly attributed to the
degradation and lossf the most relevant habitats. The area of permanent grasslands in the EU declined
between 1993 and 2011 by 6.4% in total and by 11.8% in new member states, mostly by conversion to
FNIo6fS YR LISNXYIYSYyd ONRBLAXZ 2NJoeé flFyR olFyR2yYSyl

Major ESS that are directly related to biodiversity, e.g. habitat quality, pest control and pollination
potential, show negative trends (EC 2016b; Fig; 4.4.4).IFBES pollination assessment highlights the
scarcity of systematic data collections to assesiimation trends, but indicates evidence for significant
spatial and abundance changes, some of which explicitly linked to agricultural intensification in the EU
(IPBES 2016). In Sweden, for instance, a drastic decrease in bumble bee diversity had doongedhe

last century (Bommarco et al. 2011). A parallel trend is an increase in the global agricultural dependence
of many food crops on the vital ESS pollination between 1961 and 2012 (IPBES 2016). These two
contrasting trends, i.e. decline in wildlfinators versus increase in pollination dependence, combined
with the incapacity of honepees to keep up with pollination needs in agriculture, entails that pollination
deficits are increasing globally, including in the EU, with recorded economic cemsex. In order to

offset this negative trend, pollinator services and other biodiversity related ESS in agroecosystems need
to be enhanced, both to help achieving SDGs and for helping farmers to adapt to climate change.

% change between 2000 and 2010

-6 -4 -2 0 2

Crop production deficit

Habitat quality
regulation

Pollination potential

Figure 4.4.4Negative trend irbiodiversityrelated ESSs. Source: EC (2016b).

Socieeconomic pressures are currently major threats to High Nature Value farmitéief(Dorresteijn

et al. 2015 Terres et al. 2015). Declines or irreversible losses of species and habitats, which iatly part

or fully dependent of the continuation of HNV farming systems, are foreseen, jeopardizing key areas in
terms of farmland biodiversity conservation in the EU.
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4.4.3.2. Results of our literature review on CAP effectiveness on biodiversitfE&®l

Key findings

The largest number of publications found in our esviaddressed the effectiveness of AECM. Des
criticism on the effectiveness of AECM, recent reviews highlight that AECM generally impro
state of biodiversity, mostly at the local (i.e. farm) level. Reviews and case studies in
effectivenessa be highest when AECM are landscépeeted, regionalized to the conditions of th
sites, and focusing on neproductive areas such as natural habitat and field margins.

But effectivenessde factoon an European scale is limited by low uptake of the tnretevant
measures, limited budget and extent, lack of spatial design, and often, poor design
implementation at the MS or regional levedometimes leading to mixed or adverse effects. Also,
effectiveness of AECM is countered by other instrumenits differing objectives, covering large
areas. Pillar | greening measures (crop diversification, ecological focus areas (EFA), per
grassland) are expected to have a very limited potential to bring a change in land usg
management, and are thusnlikely to reverse current losses of biodiversity and related ESS. Lir
effectiveness results from a) broad exemptions (e.g. by high-threshold), b) low thresholds irj
terms of requiring little or no changes in practice (especially for crop diwatsdn), c) inclusion of
ineffective options for biodiversity (EFA), and d) insufficient management criteria for all
measures. Particularly crop diversification allows further conversion into monocultures rather
maintaining or increasing cropliversity, or promoting crop rotation. Farmers take up mMosS
productive options (225% of EFA at EU level), that are simpler to employ but have little benef
biodiversity. The support of regulating ESS such as pollination are vital for agricettosgkstems,
but are not enhanced by current greening measures and threatening sustainable food
production.

HNVf areas are essential for meeting EU 2020 biodiversity targets and supported primarily by
However, HNVf support is not targeted enougmost farmers and areas are not supporte
Consequently, the decline and irreversible losses of HNVf areas, alongside affiliated speci
habitats, continues unabated. The impacts of CAP instruments that are not designated t
biodiversity protectim, both in Pillars | and I, are poorly studied. Overall when scaling up the ef
of specific targeted instruments versus the CAP as a whole, effectiveness is low and the pote
reverse trends of biodiversity decline is neither fulfiled nor yiked be fulfilled under current

4.4.3.2.1 AgrEnvironmentClimate measures

A comprehensive review on the impacts of AECM at European level over the last 20 years has shown that
the implementation of AECMs has been beneficial to enhance farmland biodiversity locally, often leading
to increased number of species (Batéry et al. 2015). Benefits were highest when aimed at areas out of
production, such as natural habitat and field margins, rather than those implemented in production areas.
A recent unpublished RSPB review based on 158 p&pensNW Europe indicates overall positive effects
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of AECM especially in arable landscapes for plants, arthropods, mammals and birds: as an example, semi
natural grasslands do not only have a high biological diversity but can also help increase bigdivessit
landscape level with regards to farmland birds and insects, acting as source habitat for individuals, which
can spread to habitat of lower quality along field margins or otherwise intensively managed agricultural
areas (Ockinger and Smith, 2007;ddiret al. 2013), grassy field margins can act as an important refuge
and serve as food for invertebrates, mammals and birds (Marshall et al. 2006, Vickery et al. 2009;
Haddaway et al. 2016).

The role of AECM to support ecosystem services (ESSs) intaggigaiincreasingly covered in scientific
literature and reports emphasizing the importance of improving the delivery of ESS in agroecosystems
(ENRD 2012; Allen et al. 2014; IPBES 2016). Rundl6f and Bommarco (2012) identified three main measures
that may specifically promote pollinators in Europe: creation and restoration of sexhiral habitats,
establishment and maintaining of flower strips, and reduction of pesticide inputs by conversion to organic
farming or introduction of unsprayed field margins. otfmer, management of hedgerows to enhance
flowering, is supported in some countries. These landscape elements are supported under AECM and, less
so, EFA (see section below). Biological pest control services can be promoted by tailored flower strips in
potato crops and winter wheat (Tschumi et al. 2015; 2016).

However, effects of AES could only be found in simplified but not in complex landscapes (Kleijn et al.
2005; Batary et al. 2011). Several reviews only indicate effectiveness of AECM when they &ed targe
specific landscapes or regions, promote low intensity, low input farming, and regionalized to meet specific
management needs that suit local conditions (e.g. Kleijn et al. 2011; Merckx et al. 2009). Due to these
known impacts of AECM at small scat@sin specific study systems (e.g. particular taxa, areas or
indicators), a larger share of reviewed studies raised concerns regarding the incapacity of AECM to
reverse the largescale, overall trends of farmland biodiversity and ESS decline (Europesi ocfo
auditors 2011; EEA 2015; Maxwell et al. 2016). Austin et al (2016) used structured interviews with experts
to examine the perceived impacts of 11 speaepscific conservation schemes in Scotland. They detected
the greatest perceived cbenefits aseciated within pollination, habitat quality and wild species diversity
(Austin et al. 2016). A case study on speds grasslands in the UK argues that -@gnironment
schemes encourage the creation of shtetm seminatural grasslands which are provéo have very
limited benefits for the provision of ecosystem services (Horrocks et al. 2016).

Modelling and simulation tools to support the design of landset#pgeted (and coordinated) AECM

were proposed to reduce administrative burdens and increadiataration among farmers (Wéatzold and
Drechsler 2014; Watzold et al. 2016). Case studies indicate that-temédtl approaches, where farmers

are paid for biodiversity outcomes rather than for specific management prescriptions, may be more
challenging andpotentially less intuitive, but they can become operational and lead to higher
effectiveness, as well as cultural change and social learning (Burton & Schwarz 2013). A series of pilots are
currently underway in Ireland, Romania, Spain and the UK, fungebebEuropean Commission (Burton

et al. 2013, Birge et al. 2017, Wezel et al. 2018). It needs to be mentioned though, that this approach can
entail higher risks to farmers and bears difficulties for monitoringuge{Burton & Schwarz 2013). Also,

the uptake of those measures can be hampered by counteracting policy incentives e.g. biogas subsidies
(Russi et al. 2016). A case study conducted in England, Schroeder et al. (2013) show a potential of 69% of
farmers who were potentially willing to apply a reshtised scheme, if they are kept simple and attached

with necessary advice. Based on interviewed farmers in Lower Saxony (Germany), Niens and Marggraf
(2010) found that 86% of them would prefer a redudtse scheme. They also found that most of the
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farmers see advice as a very important measure to improve acceptance of AES (Niens and Marggraf
2010).

A major identified barrier relies on support channelled to prescribed management (mostly) regardless of

the ecological results. A significant change in AEC8géting has been introduced in the 20i&form,

generating much uncertainty as to whether AECM have been improved or degraded in terms of their

OF LI OAdGe G2 LINRBY2GS (2 O0A2RAQOSNEAGE O2yaSNBIFGAZ2Y
funding for environmental measures has increased by 5% (it was 25% in the previous CAP period, 30% in

the current CAP), this budget now includes other activities such as e.g. climate change mitigation and
organic farming, anticipating both positive and negatingpacts on biodiversity and associated ESSs. In

reality, AECM funding declined by 8.6% in the 2PQ20 funding period, as a very conservative estimate
(seesection 45W9 FFAOASY 02 QU @

4.4.3.3.2 Greening measures within Pillar |

In Pillar I, set aside geiirements existed in earlier forms of the CAP and were abolished in 2009, resulting
in some recorded losses of bird diversity due to the reduction of fallow land surface (De Frutos et al.
2010). A large proportion of the reviewed publications on greenpugplished prior to or soon after the
2013reform, have acknowledged the potential of greening to contribute to achieving the environmental
protection aims set by the EU. Yet evaluations of the final design of the greening measures indicated a
limited capaity to contribute to halting the loss of biodiversity associated ESSs, attributed to broad
exemptions and (too) large flexibility in the choice of measure, low requirements compared to existing
land use or management, and lack of specific managementierit@ assure environmental quality.

A call for evidence on the effect of greening measures, launched by EU project EKLIPSE, yielded 37
publications on greening. With greening being a new instrument, most publications focused on the
potential of greeningand only few have so far addressed the actual implementation and/or its effects,
especially with regard to effectiveness on E86Sthe following, we elaborate on the specific aspects of
success or failure as well as their impact on biological diveaslyESS as far as possibide,each of the

three measures separately.

a) Crop diversification

The primary objective of the measure is crop rotation as a-estfiblished means to promote soil quality,

yet there are common claims for potential environmahbenefits on farmland biodiversity. It aims to
maintain or increase crop diversity (with a focus on soil quality), by requiring farm holdings with arable
land of 1030 ha to cultivate at least two crops, and three crops for farms > 30 ha, with no nmemer/ 8%

of the farmed area assigned to one crop (EC, 2013c).

Most farmers already meet the requirements and theeasure impacts only 2% of EU arable |athde

to considerable exemption® t SQSNJ S | f ® H n(@) fadns befovit 0 haidBeSexgp®ell I n dn
from the measure, accounting for 92% of arable holdings in new MSs &l arable area across the

EU; (ii) the requirement sets a threshold that is considerably lower than the average crop diversity
prevailing today on EU farms, especially in nd®s, and there are no requirements regarding eligible

crop typesThe measure is unlikely to generate any substantial changes in farming practices or significant
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increases in crop diversity in the £8, compared with the situation in 2014 (Westhoeck eall2, Was

et al. 2014, Hart et al. 2015jor instance, results of the AGRIPOPES projecteshihvat only around 12%

of the farms within their parEuropean investigation grew less than three cr@@smerson et al. 2016),

some countries have defined wintand summer crops to be considered as two crops (e.g. France); crop
rotation, originally proposed as the core element of this measure, has been excluded. MSs could choose
to include crop rotation this option, and 5 MSs did so in line with GAEC standamsmnotation (EC

2016). Josefsson et al. (2017) showed, for a sample of 178 farms spread over Sweden, that over 97%
would not need to change their management under the crop diversification measure. Spain and lItaly are
the countries most affected by the @asure, in terms of the number of farms that need to diversify and

the total area affected. A JRC study (2015) concluded that only 4% instead of 8% (see above EC 2016) of
total arable land will be affected by the measure due to the fact that the Commissisumed all non
compliant farms to move to compliance, whereas the JRC study shows that only less than half would do
so. Based on structural information and quantitative models, the Commission considered that this
measure successfully targets farms thatlyo cultivate one crop, and that the area reallocation would
target mainly wheat, barley and maize. The commission concludes that the crop diversification
requirement was already applied (most farmers already comply) on most arable land in Europe, therefor
0KS YSI adaNB O2y({iNRodziSa G2 4G fSlFrad LINBGSyildAaAy3d GKS
(2014) indicate the opposite, namely that crop diversification in its current design and implementation
cannot yield an increase in crop diveysitbut at the same time it may allow decreasing diversity to the
required threshold while seemingly supporting the Greening. Data to indicate whether crop diversity has
increased or decreased following the implementation of this measure are unfortunatelccessible.

5 Data: EUROSTAT
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Figure 4.4.5Average crop diversity in different MSs compared to minimum requirements set by the CAP (horizontal dashed
lines).Colours represents MSs in western (yellow), northern (blue), southern (green) and Central + Easternnel MSs (
MSs; red). Each square represents the average in on8ddgcet SQSNJ S | f & Hamn o

The effects of crop diversification on biodiversity and ESS are expected tonbed andvery limited
(Westhoek et al. 2012). BEhide information on crop diversificain implementation and hence potential
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effectiveness is very scarce. Cultivating three crops on large intensiaglgiged farms is unlikely to
enhance biodiversity (Dicks et al. 2014). In general, the benefits for wildlife arising from crop
diversificationr NB ljdzSaidA2y SR o6& GKS YlFI22NRGE 2F adGdzRASa
al. 2015, Emmerson et al. 2016). Similarly, Soderberg et al. (2016) claimed that crop diversification
requirements have only marginal environmental benefitsSweden. Here, Hiron et al. (2015) and
Josefsson et al (2017) found no or only marginal effect of crop diversity on farmland bird richness. Impacts
will mostly depend on the type of crops and their management rather than on crop diveesisu lato
(Josefson et al. 2017). Hart et al. (2015) claimed that the measure could potentially lead to some
benefits for biodiversity, particularly if it leads to an increase in crop rotation, and if fallow or legume
crops are introduced into the rotation. With regar@ ESSthere is only little information. If crop
diversification would lead to increased crop diversity, resilience can be improved in a variety of ways by
having a greater ability to suppress pest outbreaks and dampen pathogen transmission (i.e. p&d} contr
(Lin 2011). Using a biodiversityendly farming practices (BFP) indicator, Gocht et al. (2017) estimated
that crop diversification has mixed effects, with a small positive impact in some regions due to higher crop
diversity and lower fertilization a& consequence of higher amount of fallow land. They further concluded
that crop diversification is the CAP greening measure having the lowest environmental effects or even no
effects at all. In addition, with the lack of guidance on crop rotation or renend crops (e.g. legumes),

homogenization (down to the permitted thresholds) and therefore deliver any benefits to biodiversity.
Potential benefits for biodiveity can be achieved by a mandatory increase of crop rotation and
introduction of fallow or legume crops introduced into the rotation (Hart 2015).

b) Ecological Focus Areas

The introduction ofEcological Focus AreaEHA¥ was foreseen as a means to mi@in or restore
landscape features of relevance to biodiversity in order to enhance biodiversity. A large number of
options were defined by the EU as eligible for EFAs. These include ten main options plus eight types of
landscapes features (Article 46 Beg. 1307/2013) and each MS selected, which of the EFA options
defined by the EC are eligible for their national direct payments and the dimension of choice ranges from
two options in some MSs up to 18 in others (EC 2015c, Tzilivakis et al. 2016). TfeaEWommission

reports that in 2015, 8 million ha of land was declared as EFA, which accounted for 13 % of the arable land
falling under the obligation and 10 % after applying the weighting factors (percentaaesliffer at farm

level, EC 2016a). Thissignificantly above the regulatory requirement of 5 % at farm levigl. @.4.6. In

2016, the figures were 15 % and 10 % respectively, with a slight increase of 130 000 ha. The actual area

t SQSNJ SG Ffd Swnmny |aasSaaSR (4KS YSIadaNB G2 o685

covered by EFAs has been under discussion also due to the v&ielB Y LI A 2y & SYlalf 28 SR®

(2014) evaluated that the threshold of 15 ha of arable land as a minimum area for applying the greening

NEBljdZANBYSyd | t NEBFRe SESYLIia yd: 2F GKS 9! Q& ¥FIF NXYSN
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Figure 4.4.6EFA implementation data for 2015 shows timatmany NUTS3 regions, the actual declared EFA area is much
higher than the minimum 5% requested by the legislation. As an average, the EFA declared represents on average 9.4% of
the arable land. Source: Angilé€2017, Figure 7).

Notably, the differences between calculations is that the latter value only considers arable land (i.e.,
excludes grassland and permanent crops) rather than UAA. In contrast, a EC assessment of the
implementation of EFAs indicates in B0dnly 31% of the arable area as exempt from greening (EC 2017),

stating that the remaining part of the arable land is not covered by the direct payments system (e.g.
FENYSNI RAR y2i0 FLLX & F2N I AR0OZ SESYLIN SBle lan8Ol dza S
belongs to organic farms or farms under the small farmers scheme, has a high share of grassland or is
located in countries that apply the forest exemption.

¢KS aasSaavySyid 2F t SQSNI SO Ff & 06 HnwmFAoptiads GalldwS & I NB ¢
land, buffer strips and landscape element) and &p#ons that have lowest effectiveness for biodiversity

(catch crops, nitrogen fixing crops and forestry options). Overall, mereR62Bof EFA at EU level were

allocated to measures #t have a potential to bring significant benefit to biodiversity (Hart 2015, EC
HaMcoX ! YyIAESNR SO Ffd wamtI tSQSNI SO FfEd wamtoO |
values, was taken up by nitrogen fixing crops, catch crops and falfmwhereas landscape features and

buffer strips had very low uptake (Fig. 4.4.7). A sedkegublications refers specifically to the risks

entailed by the inclusion of options, such as nitrogen fixing crops, catch crops owrstatidn coppice,

thatd2z y 20 KI @S Of SINJ YR RANBOUG oSySF¥Aaila 2y 0A2RAOS
or are implemented anyway by the farmers and hence require no change of practice (e.g. catch crops).
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Figure 4.4.7Effective and less effective opt®within the Ecological Focus Area in the EU 2015. Source: own calculations
based on data by EU Commission 2016; Divisione2HEA A 2y a Ay 2 STTFSOGAGS I yR fSaa STTS

Studies ofthe direct consequences of EFA implemeitiaton biodiversity are yet limited, not only

because implemented EFAs have been in place for only two years, but also due to the lack of sufficient in

field monitoring, and inaccessibility of implementation data to assess consequences. A sirddaoh

analyses of the potential effect of EFAs on the European hare in Denmark shows that, despite a potential
positive effect (increasing the number of individuals), the 5% requirement for EFAs would be insufficient

to achieve a viable hare population (Langhaenret al. 2017). Notably, the authors assumed that EFAs

would generally support habitats that are suitable for the hare population, whereas in reality only a few
options do.Fallow landwas particularly dominant in southern Europe. Effects of fallow lards&rongly

depended on management practices: seimnwildflowers or sewside fields left for regeneration can

have positive impacts with regard to bird diversity and pollination services (Wratten et al., 2012;
Lindstrom et al. 2017), however, black fallavith bare soil scored lowest on ESS and has potential
negative impacts due to higher risk of soil erosion (Angileri et al. 2017). In such a case, land lying fallow
would give better results if left unmanaged for a long period. An administrative bawiesuth an
FRFELIGAZ2Y 2F AYLIX SYSyidl A2y tASa Ay GKS Nrxal OGKIG 3
AN} aaflryRaas gKAOK FALAY YrFe& fAYAG FdzNIKSNI I INK OdA
et al. 2017).Nitrogenfixing crops could generally be good for flowsisitors, and thus enhancing

pollination, but peas and field beans, which make the majority of nitrefgeng crops used, have limited

value to biodiversity and ESS (Danhardt et al. 205fddcape featuresand paticular flower strips (a

relevant element both in AEM and Pillar | greening measures) are expected to have positive impacts on
specific biodiversityelated ESS pollination and pest control (Tzilivakis et al. 2016; Angileri et al. 2017).
However, total uphike of the EFA measure landscape features comprised only 4.3% of the total EFA area
(relatively high uptake in Ireland, Northern Ireland, England and the Federal State of Schletstéin in
DSNXIFye&o 6! y3IAtSNR SiG It & cachvcrogs,withSr@r§imkd bénéfitslfof  H A M T (
biodiversity (but see potential effects with regard to water pollution, section 4.4.2) covered as much as

95% of EFA area.
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Limited effects of EFA measures on biodiversity were to a certain exddtessed by assiqg
differential weighting factors to the different options were less effective options must be met by larger
areas. Consequently, the actual cover of EFAs differs significantly from the weighted one (Fig. 4.4.8).

37.45% 39.13%

14.87%

33.24%

0.65%

047% _—
0.12%

m Land lying fallow m Terraces m Landscape features
mLand lying fallow mTerraces m Landscape features m Buffer strips m Agro forestry m Strips along forest
 Buffer strips m Agro forestry = Strips along forest Short rotation coppice Afforested areas Catch crops

Short rotation coppice Afforested areas Catch crops Nitrogen fixing crops

Nitrogen fixing crops

Figure 4.4.8Percentage distributioof the most common EFA types a) before and b) after weighting factor Source: EC
(2016b).

The design and implementatioof environmentally beneficial EFAs is associated with: 1) administrative
burdens that lead to resistance among farmers, and serve adebmrto effective implementation
(Zinngrebe et al. 2017); 2) economic reasons guiding the uptake choices by farmers, favouring productive
as well as simpler options e.g. to reduce uncertainty or risk of sanctions (examples from Germany and
Sweden; Zinngrebet al. 2017, Danhardt et al. 2017); 3) allowing the use of agrochemicals (e.g. pesticides
incl. neonicotinoids) which have known negative impacts on wild pollinator survival (Rundlof et al. 2015);
4) a lack of advisory services with sufficient ecologicawledge (Zinngrebe et al. 2017); and 5)
promotion of targeting individual farmers and lacking coordinated biodiversity management by the CAP
(Leventon et al. 2017; Danhardt et al. 2017).

A modelling approach in Sweden showed that, with regard to curregtlations, even coordinated
implementation, which is expected to increase effectiveness of the implementation of EFAs would
provide only small environmental effects (Danhardt et al. 2017). The authors mainly attribute these weak
effects to the possibily for farmers to choose EFAs with weak environmental effects or even incentives to
place focus areas on low productive land where the environmental benefit is low; currently only a the
small number of MSs is supporting collaborative implementation by desn{only Netherlands and
Poland; Hart 2015).
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EFA in Switzerland
Author: Felix Herzog

Whilst in the EU EFAs were introduced in 2015, in Switzerland they were introduced already in t
1990ies. Since then, farmers need to manage at least 7 % ofléimeiras EFA in order to qualify fq
direct payments (crossompliance mechanism). Vineyards are also included but for horticult
farms, the percentage is reduced to 3.5 %. Income loss due to late cut of grassland or flowg
planting on arable laghis compensated by area payments. Additional bonus payments can be obt
for EFA that meet ecological quality requirements (result oriented payment) and / or that are par
regional ecological network, in which farmers have teamed up to promoteifipearget species. In
2015, EFA made up 15.1% of the Utilized Agricultural Area (BLW, 2016), with lower shares in th
lowland regions (closer to the minimum requirement of 7%) and higher shares in mountain regio
to 40%). Walter et al. (20)@onclude that in the lowlands, the EFA scheme has contributed to
down ¢ but not to stop¢ the loss of farmland biodiversity (see also Aviron et al. 2007) whilg
mountain regions, the EFA help to maintain traditional farming practices, whictekated to the still
comparatively high biodiversity levels (see also Kampmann et al, 2011).

¢) Permanent grasslands

The overall aim of this measure is to maintain permanent grasslands in the EU, recognizing them as
providing environmental benefits (including biodiversity) and playing an importdatin carbon storage.

For example, grasslands on high organic (peat) soils have reduced carbon losses in comparison to arable
land that is subject to drainage and nitrogen fertilisation. The measure essentially consists of a ban on
ploughing and convemsi of designated environmentally sensitive grasslands, mainly within Natura 2000,
plus ensuring that the ratio of areas of permanent grassland to total agricultural areas does not decrease
by more than 5%, compared to a reference ratio set by member stat2@15 (EC 2013).

A report on the implementation choices by EU member states found that most (23) countries
implemented the most flexible route for maintaining the ratio of permanent grassland by applying it at

the national level (Hart, 2015). For th&£8, ten MSs designated 100% of permanent grassland within
Natura 2000 areas as environmentally sensitive, with only five countries designating less than 10%. This
shows overall large effectiveness in implementation of Environmentally Sensitive Perntarsesstands
09{tDOD® LY AGA NBOASG 2F GDNBSYyAy3a | FGSNI 2yS &SI N
more than a third of European farmland was classified as permanent grassland subjected to protection,
aimed in particular for carbon storageSEG covered 16% of total permanent grasslands at EU level, but

with significant variability across member state®Vithin Natura 2000, the amount of permanent
grasslands designated as ESPG by member states was 75%, although only 40% was declared as such by
greening farmers in the designated areas. Five countries also declared ESPG outside Natura 2000.
Therefore, although the uptake of this measure was significant, some member states did not designate all
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their permanent grassland areas within Natura 200@gereas, other than aredesignating management
plants are still missing from various MSs.

The share of permanent grassland on the total agricultural area showed a stable trend between 2006 and
2015 (EC, 2016). According the Greengulation in some MS maximum 5%lecline of the ratio of

LISNXYFySyd 3INraatlyRa G2 G2aGFf F3INROdzZ Gdz2NIF € F NB I

decline. This is less strict than the former national legislation on the maintenance of grassland (see for the
case & Germany; Lakner & Holst 2015). However, this strongly depends on the reporting level and
whether the reference is farrevel, regional or nation. There were, however, exceptions (Estonia, Cyprus,
UK). In contrast, some countries showed a notable incréase Lithuania, Sweden; EC, 2016).

The potential impacts of this measure for biodiversity and ecosystem services are assumed as mostly
positive, although scientific evidence is still very scarce, given the short period of implementation of this
measure.The designation of ESPG in particular, is assumed to bring benefits for biodiversity, carbon, soil
and water but the impact will depend on the proportion the Natura 2000 area designated and the extent
to which its inclusion under greening leads to greasstherence by farmers (Hart, 2015). Model
projections suggest that the full set of greening obligations is likely to slow down the decline in the area of
permanent grassland, resulting in in 2% more permanent grassland in 2025 than what was anticipated

in the absence of green direct payments (EC, 2016; Gocht et al. 2017). In Baltic countries, Was et al.

(2014) predicted a modest increase in permanent grassland area as result of the CAP greening, with the
growth of grasslands area in Poland, Lithuanityiband Estonia being twice as high as the EU average.

Projections of the biodiversity impacts of this measure can only be estimated at this stage. Overmars et al.
(2013) showed that arable fields in the EU 27 usually have a lower species richness dotopare
grasslands (sekig. 4.4.%elow), so maintaining or restoring grassland areas should have positive impact
on biodiversity. Zeijts et al. (2011) also showed that extensively managed grasslands, in particular, have
the highest species richness (compdiréo arable land, permanent crops and intensively managed
grasslands). Their ex ante analysis of the impacts of greening on farmland biodiversity predicted a
decrease, but not halting, of biodiversity loss, with greening expected to result in 3% higluesspe
richness on European farmland in 2020, compared to a baseline scenario, although the payment specific
for permanent grassland would have little effect. The effectiveness of greening was expected to be higher
in more intensive farmland regions. Usindpiadiversityfriendly farming practices indicator, Gocht et al.
(2017) estimated that greening, including permanent pastures, has a negligible positive impact on these
practices in Europe, although they acknowledged that the effects might have been stidexed.

Chiron et al. (2013) estimated a slightly (not statistically significant) positive effect of CAP greening
measures on the Farmland Bird Index in France in the-20@0 period, compared to a baseline (business

as usual) scenario, with grasslaniddbspecies benefitting more than mixedr arableland speciesKig.

4.4.9.
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In a study in lower Saxony, Jerrentrup et al (2017) found a decline in farmland bird populations during the
20052012 period that was explained by an increase in the area covered by maize, which came at an
expense of permanent grassland. Stderberg (2016) claimed that the permanent grasslands measure has
limited environmental benefits in Sweden, and these will occur erign the country will exceed the
jdz2GF F2NJ G6KS aSi NBFSNBYyOS I NBIFId 5A01a S ftd oun
grasslands without specific management measures (such as traditional cutting, maintaining adequate
grazing regime and fertilizer inputs) is unlikely to deliver biodiversity conservation benefits.

4.4.3.3.3 High Nature Value Farmland

5SgAaSR Ay GKS dnQaz GKS I bxF 02y OStidiensiyBaming OdG a |
systems and the occurrence epecies and habitats, known to be fully or partially dependent on the
maintenance of agricultural management (Halada et al, 2011; Oppermann et al. 204G EIP2016).

The nature value of HNVf builds on the prevalence of high proportions of natural eangnhatural

habitats 6ensuAnnex | of Habitats Directive, Keenleyside et al. 2014); the occurrence of mosaics of crop
fields intermingled with sernatural vegetation and smadicale landscape features, or the prevalence of
species of conservation intere.g. birds, butterflies, plants) (Andersen et al. 2004; Lomba et al. 2014).
HNVf are thus among the biodiversity indicators considered within CAPs Common Monitoring and
Evaluation Framework for 2012D20 currently under assessment (Eurostat 2017) andnsidered

essential to achieve Target 3 of the EU Biodiversity strategy to 2020 (EEA, 2015b).

HNVf systems are currently threatened by intensification (Fig. 4.4.10) and abandonment, due to a range
of sociceconomic and environmental changes (e.g. climatange). Beaufoyet al. (2012) reported
contrasting trends of land use, withbandonment of agricultureelated habitats e.g. senmatural
pastures in marginal farmlands of the EU, and the intensification of more productive land, in Ireland
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(Kramm et al.201)) Spain (Yoldi et al., 2010) and Sweden (Swedish Board of Agriculture, Séderberg et al.
2017).
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Figure 4.4.10Risk of loss of High Nature Value Farmland (HNVf) due the pressure of agricultural intensification per NUTS3
(EEA, draft, last modifie8il July2017,http://www.eea.europa.eu/legal/copyright

HNVf systems sustainability relates to the fact that they deliver agricultural commoditdésas feed,

food and fire, while contributing to the EU environmental performance, through the support of natural
and seminatural habitats (and species), which persistence is known to depend on specific farming
practices (EHAGRI, 2016). The multifunatial character of HNVf relates to their contribution to a wide
range of ESS (Paracchini & Oppermann, 2012 page 449), e.g. namely genetic resources (provisioning
service), pollination, water quality and availability, soil quality regulation and resilienfliedding and

fire (regulation), aesthetic value, recreation and ecotourism (cultural services) (Bernués et al. 2016). Yet,
the wide range of ESS potentially provided by HNVf, have seldom been scrutinized (Plieninger & Bieling,
2013).

While not specificly tailored to HNVf, several CAP instruments support (or can be used to support) High

Nature Value farming systems, including AECM, LFA payments, organic farming payments and Pillar | DPs.

In a collection of 35 European case studies, Oppermann et ala2@igjplighted the key importance of

19/ aX SalLSOAlLffed Ay INBlFa dzyRSNJ bl GddzNy wnnn LI &YS
Directives, providing examples from Lithuania, Sweden, and United Kingdom. Remarkably, while Natura

2000 payments are aimportant source of HNVf support, a large share of HNVf are located outside
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protected areas (e.g. see Lomba et al. 2015). However, the relation between AEM expenditure in NUTS 1
and 2administrative units and the share of HNVf in the EU is far from ptigped i.e. areas characterized

by higher AEM expenditure are not always coincident with areas with higher areas of share of HNVf (Fig.
4.4.11)
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HNVF share based on CLC
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Figure 4.4.11Share of High Nature Value Farmland (HNVf) and AEM expenditure in selected countries.Redunee:
2012, taken from EEA (2009), p. 496.

As current reporting on CAP direct payments and RDP expenditure at the farm level does not discriminate
between HNVf and other farmlands, it is not possible to estimate at the EU and MS level which proportion
of /1tQa RANBOG LI eySyidaszs !''9ax 9! Cw5 FyR [C! 0O2YLIS\
Keenleyside et al 2014). Additionally, Keenleyside et al (2014) recently reported that some important
HNVf were partially or completely excluded from CARpsuipduring the period of 2002013, as in many

MS many HNV farming systems are not eligible to benefit from such a support, this constituting one of the
most relevant barriers to HNVf persistence. Reasons for that include small size of HNV farms and
agriailtural parcels and the presence of many trees and rocks in-sataral pastures. Most HNVf are
smaltsized farms, and thus the majority are not eligible to CAP suppespecially but not exclusively in

new MSs. For example, in Romania 72% of the hgddame not eligible for CAP payments due to holdings

less than 1 ha (ref), and in Bulgaria only 62% of the area identified as HNVf is eligible for SAPS. There are
though other threats to HNVf persistence: i) the low values of LFA payments,, ii) suppNGsr (Areas

facing Natural or Other Specific Constraints) and AECM are not tailored to HNVT, iii) CC rules and
implementation exclude HNVf from support (e.g. in Bulgaria) (Keenleyside et al. 2014). Moreover, as
some HNVf are marginal farmlands (often oiilent Less Favoured Areas), and thus under several
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constraints to agriculture (climatic, soil, topography and remoteness), they are more prone to
abandonment due to sociecological changes (Lomba et al., 2017).

[ 2YAARSNAY3I GKIF G G &i6iNdB D invgsinenR &ldcated ftoSHRIV arphifig2siskems
support, casestudies point out that, with particular exceptions, the recent political context failed to halt
the decline of HNV farming systems (Keenleyside et al 2014). Due to currently high elegiendf HNVf

on CAP subsidies, the future of HNVf systems lies in innovating and diversifyirglsed activities e.g.

the creation of niche markets for local products (such as the high quality Protected Designation of Origin)
and by increasing soda& demand by raising awareness on their contribution to the provisioning of public
goodsand ESSe.g.a@g2 dzZNA &Y ohQw2dzNJ S S Ffd HnanmcoL®

4.4.3.3.5 Cross compliance

We found 24 papers addressing the impacts of camapliance (CC). Most of these refeut positive

impacts of GAEC on soil properties, and indirectly on biodiversity, both at the EU and the member states
level (Panagos et al. 2015, Borrelli et al. 2016, Posthumus et al. 2011). However, an assessment across
four Federal States in Germanyit@¢h et al. 2012) found that CC does not effectively act to reduce
habitat loss and degradation of habitat quality, with particularly severe degradation of peatland. As part

of the Fitness Check of the Birds and Habitats Directives, Milieu et al. (24i®@jed that mandatory
inclusions of information on CC in farm advisory systems had increased awareness of farmers of their
obligations under the directive, yet evaluations on additional beneficial effects of CC due to e.g. GAEC
obligations have not beenacried out. Implementation of CC can further be hampered by the fact that
LISy FfGASa F2NJ // AYyFNRYy3ASYSyida 2F dzLJ 2 p2 Fl NYSNK
low to deter against nowompliance (Milieu et al. 2016). In addition, ther@aswno evidence of farmer
penalisation for habitat clearing across 12 MSs (Birdlife International, 2009). However, it has also been
reported that farmers might adapt their management e.g. by removing vegetation in-rsztomial

habitats in order to avoid rdarisks of losing CC payments due to lack of knowledge and this non
compliance with eligibility rules (Polakova 2011).

Our review could not identify sufficient studies on direct impacts of CAP instruments that are not
designated to protect biodiversity ictly, such as ANC (formerly LFA) or other instruments within both
Pillars I and II.

4.4.4 Organic farming in the context of sustainable farming

Question: To which extenhasthe CAP affeetd changes in, or incentiviseorganic farming in the context
of sustainable farming?

Relevant CAP objective€0102 6 2S OG A BS ™M O a DAl
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Relevant SDG$,8,15.
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4.44.1 Overall trends on organic farming in the context of sustainable farming

We listed four main approaches to sustainable or environmentally friendly farming: organic farming,
conservation tillage, integrated pest management and precision farming. Orfmmniing is the only
approach including a legally defined standard and control system as well as significant markets. We
therefore primarily focus our assessment on organic farming as the broadest and most established
sustainable farmingystem (see sectiod.3.8 for further explanations).

Organic farming has been constantly growing in the EU since 2002, however with varying growth rates
between zero and 10 per cent (Fig. 4.4.12). In 2011, 9.6 Mio. hectares or about 5.4% of the agricultural
area are farmedccording to the registered orgarfarming system (EC 2043

Areain Mio. ha
Growthin %-points

mmm organic farmed area in the EU-28

Figure 4.4.12Development or organic farmed area in the European Union-20@8. Source: EU Commission (2016).

4.4.4.2 Results of our literature review on CAP effectiveness on organiairfigr
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Key findings

The CAP is likely to have a positive effect on a range of sustainable farming systems, in pa
through AECM and C@n the other hand, the CAHn particular DP, supports a range
unsustainable farming systems and practices.

Here we explore the case of organic farming as a relativelydeéhed farming system which meg
0KS WDNBSY DNRBGgOIKQ | ASYRI ® 9 A DS r§ani@fdming Kr§
mixed and may depend on regions or MSs, but the generally suggests that the CAP contrib
organic farming being a viable farming system with an expanding market. Organic farmirn
positive or mixed effects on biodiversitythe organic support scheme has mixed effects
productivity and technical efficiency.

The CAP is likely to have a positive effect on a range of sustainable farming systemasiltiple ways.

For instance, AECM might provide a legal standard and a control system. In some MSs, farms with AECM

are excluded from the greenirngpligation, vhich necessitates a legal definition and @itol system

Nonetheless insofar t KSNB A& y2 AAIYAFAOLIYG YIEN]SOGWIEANNW LINE
SY@ANRYYSY (apait fromlaIORZANY OF 4Sa 2F LINBRdzOG& tA1S WY
DSNXIFyes 2N aYSnvakhd MBNSIKarlyNINEfcan be perceived as related to
environmentallysustainable farming systems, albeit, with relatively high levels of poverty and low
SO2y2YAO @GAlLoAtAlEeYT (KSe& R2Gefaaly, theoiisuppdttdy tieTNBS Sy I N
marks a failure rather than a success in maintaining the social and ecological values associat®tivith

CAPrelated regulations (CC) and incentives within AECM also support a reduction in agrochemical use, at

least in some old MSs.

On the other hand, the CAP also supports a range of unsustainable farming systems and practices
Despite greening, DP still dominate the overall balance and supports a range of intensive farming forms,
as well as, indirectly, intensifition processes (see details in section 4.2.3). Due to the decoupling of DP
from production, it is difficult to show that the CAP explicitly incentivises this process, but it does-not dis
incentivise it either. Beyond that, the support of the CAP for ahjpnaducts (dairy and meat products)

can broadly be defined as disproportional. First, due to the @leg@endency of DP, subsidies for meat

and dairy products is higher simply because of the larger area per calorie required compared to vegetable
farming (Rishkarev 2015). Yet this difference translates into circumstances where the share of DP in farm
income reaches 70% for animal products, compared to 7% of the income of horticultural farmers
(Matthews 2017). While these numbers include both extensive arghgive farming systems, the lack of
differentiation between them requires attention to the overall balance of the CAP between sustainable
and unsustainable farming systemghere, currently, the main emphasis is on the latter.

We here develop the case afrganic farmingsince it is the only sustainable farming approach including a
legally defined standard and control system as well as significant markets (see section 3.3.8 for further
explanations). Organic farming is supported by the EU in multiple (@yavarz et al. 2010), in particular

area payments for arable land, grassland and horticultural land, supported by AECM premium within the
Rural Development Programmes of Pillar Il (Sanders et al. 2013). In 2011, in total ca. 1.41 bn EUR were
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paid to orgaic farms in the MSs (EU Commission 2)1Buring the period 20122020, MSs and the EU

are spending 1.366 bn EUR for the support of organic farming, which is ca. 6.1% of the budget of the RDP
in MSs. Organic farming has substantially grown inBblesinc002 (Fig. 4.4.12This ighe resultof the
constantconversioraid to organic farmindEU Commission 20tp

Evidence of the effect of the CAP on conversion to organic farmimgstly positive, but it strongly
depend on the implementationin the region & MSs(Sanders 2013)Jaime et al. (2016) could show the
distinct impact of DP and environmental subsidies (Pillar 1) on the probability to convert to organic
farming before and after 2003. Their model show that before 2003, DP reduced the probability to
convert, whereas environmental payment had no significant impact. After the Figelitlem, both the
decoupled payments and the environmental payment had a significant and positive impact on the
conversion to organidarming. This finding suggests thatddes the positive impact, a better policy
coherence was achieved by decoupling following the Fischferm (Jaime et al. 2016). However, some
studies actually did not find any impact of the 2003 CAP reform, in particular of direct payments, on
F I NJY épfibn of Brganic farming (Agrosynergy 2013). Requirements and level of payments associated
with environmental payments are programmed and determined by each MSs or regions. This can lead to
a certain degree of heterogeneit¥ify. 4.4.13. Especially throghout the financial period 200Z013, the
general level of organipayment has been reduced in some regions (Lakner 2013). This highlights that
organic support is to some extent dependent on political preferences in regions or MSs.
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Figure 4.4.13Share 6 Spending for organic farming within the Rural Development Programs (RDP2@20.4Source: EU
Commission 2015, factsheets RDP; figures include natiofiahdimg; The Netherlands supports organic farming within
their AgriEnvironmental and Climate Pnagn.

Evidence suggests that the CAP contributes to organic farming being a viable farming syaitboygh

effects may vary depending on local conditions, farming system and level of financial support. Crowder &
Reganold (2015) evaluated 129 studies cormapfinancial performances of organic and conventional
farming systems. When including the organic payment, organic farms performed financially significantly
better in most studies (measured in gross returns, benefit/cost ratios, and net present vatioggver,
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when excluding the organic paymengrganic farms performed worse than their conventional
counterpart. This finding is consistent with leteym observations of German organic farms and
comparable conventional farms from 199814 showing that ormgnic farms achieved a higher
profit/labor unit in most years (Sanders 2015, Fig. 4.4.14). However, other case studies show mixed
evidence on the financial performance of organic farms, which strongly depend on local conditions,
farming system and level dinancial support (Eltun et al. 2002, Poudel et al. 2002, Lien et al. 2007).
Offermann et al. (2009) pointed out that organic farms are mdependent on payments than
conventional counterparts. They also found that full decoupling after the Fisdaflnm 2005 was
beneficial for organic farms especially where performed on a regional basis (Offermann et al. 2009).
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e=@== Profit of comparable conventional farms (profit & wages EUR/AWU)

Figure 4.4.14Development of profits and wages on organic and comparable conventional farms in Germa/201995
Source: Own presentatiodata from the Agricultural Report, Ministry of Agriculture: diff. Issues, and THinsétut, diff.
Issues.

Control substantially contributes to the credibility of organic farmers from the consumer's point of view.

Control bodies are executing a strictrifcation system. Gambelli et al. (2012) could show that up to 50%

2T GKS 2NBHIYAO FIFINXYSNER Oly 0SS adzwa2SO0i (2 GKS OIFdGS
based on bureaucratic requirements like correct bookkeeping etc. However, witkincdtegory of
YaSOSKR YR Y YyOSQ (KSNB NS fSaa GKFIYy m: 2NHIFIYAO 73
Turkey (as an EU accession candidate part of this project), there are shares of around 20% of severe
sanctions (Gambelli et al. 2012: p.12).

The organic support scheme has mixed effects on productivity and technical efficiefibg literature

shows that the conversion from conventional to organic farming is not automatically a success, and bears
a range of challenges (Sahm et al. 2011). Indepdirenmental advantages of organic farming come at

the costs of lower yields, as reported from different mstadies (de Ponti et al. 2012, Seuffert et al.
2012). Diversification within organic farming system can also contribute to a reduced yield tevel o
organic farms (Ponisio et al. 2012). A mstady of productivity and technical efficiency of organic
farming system confirms a lower productivity of organic farming systems, however with an improved

132



productivity and efficiency if environmental benefise included in the modelling approach (Lakner &
Breustedt 2017). There is mixed evidence of the effectiveness and efficiency of this policy support (see
overview in Lakner & Breustedt 2017). A study by Lakner (2009) investigates the impact of organic
payments and agrinvestment schemes on technical efficiency of organic milk farms. Both policy
instruments exhibit a negative influence on technical efficiency. The same result was confirmed by Lakner
et al. (2012) for organic payments for organic grasslamch$. A similar result was found for organic
alfalfa farms in Greece, where the share subsidies had a negative influence on technical efficiency (Nastis
et al. 2012). A study of Sauer & Park (2009) has shown that payments tend to increase technigatyefficie
and technological progress of organic milk farms in Denmark. The same study has shown that payments
can reduce the probability of farms leaving the sector (Sauer & Park 2009).

Organic farming has positive or mixed effects on biodiversiBositive efcts of organic farming were

shown across taxa such as plants, fungi, arthropods, birds and mammals (Verbruggen et al. 2010, Gabriel
and Tscharntke 2007, Holzschuh et al. 2008, Clough et al. 2007, Smith et al 2010, and Wickramasinghe et
al. 2003). Effectsan be mixed, particularly with regard to landscape complexity as species densities can
e.g. be affected positively by organic farming but not species diversity (Wingvist et al. 2012, Birkhofer et
al. 2014). Another metatudy distinguishes between induigl and developing countries finding
advantages for the organic farming system in developing countries (Badgley et al. 2007).

4.4.5 Animal welfare

Question: To which extenthasthe CAP affeeld changes in, or incentivisechanges inthe welfare of

farm animals?

Relevant CAP objectivesone

Relevant SDG#ione

Number of publicationsscanned:10 publications

The topic of animal welfare is included in policies on health and food safety but is not directly included in
any CAP objectives or SDGs. It is howbveadly accepted as a topic of high relevance to the public and
indirectly included in CAP through Cross Compliance. We therefore chose to assess CAP effects on animal
welfare.

4.4.5.1 Overall trends on animal welfare

Today farm animal welfare is beiimcreasingly perceived as an integral element of overall food quality,
having important knoclon effects on animal health and food safety. Consumers demand higher
standards of animal protection and it is incumbent upon pefiakers and legislators to respd
accordingly (Horgan and Gavinelli 2006).

Findings of the Special Eurobarometer 442 survey (2016) illustrated that farm animal welfare is a very
important issue for EU citizens and there is an expectation that it should be further enhanced compared
to the current situation. However, there is high degree of uncertainty about public expectations with
regard to animal production / farm animal welfare, and particularly the level of awareness, or
expectations, regarding tradeffs between animal welfare, conmer prices, environmental aspects, food
security, etc.
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4.4.5.2 Results of our literature review on CAP effects on animal welfare

Key findings

Public awareness to animal welfare is increasing in the EU and accordingly included in the C
the extent is limited and rules are not yet harmadz The CAP contributes to animal welfare
mostly through CC and AECM. Only few studies examined CAP effects on farm animal welfg
lack of studies on CAP effects on the topic is somewhat surprising given the known, althou
universal, negativeelation between increases in the efficiency of animal production and a decliy
welfare. Evidence suggests that there is an important gap between the public claim for incr
farm animal welfare and current legislation and budgets.

Recognition of animal welfare is increasing in the EU and in the CAP, although rules still needs to be
harmonized. The incrasingly importance of farm animal welfare for civil society has been enshrined
when the Lisbon Treaty (in force since 2009) amended the TFEU by introducing the recognition that
animals are sentient beings and obliging Member States and EU Institutiorsytéulp regard to the
welfare of animals when formulating and implementing Community legislation (Article 13 of Title II). In
their Rural Development Programs, the EU spends 345.7 Mio EUR p.a. in-B7e(Bd. national co
funding), which is 1.5% of tHeDP 20142020 (own calculation based on EC 2014). According to the EC, 17
out of 27 EU MSs use this program option. Still, regulations on animal welfangoatlyimplemented on

EU and MS lev@ Ryland (2014) reveals that after the 2003 reform, EU seamynkbgislative animal
welfare requirements reach only minimum standards with many exceptions for the rules that are only
specific for some species. In the global context, however, animal welfare standards are relatively high in
the EU. An example is theghibition of housing of layer hens in conventional cages since 2012 (Directive
99/74/EC) which goes beyond standards in most other countries (Grethe 2007). The EU is currently
working on harmonization of animal welfare rules (Jacques 2014), e.g. thrdwglartimal welfare
strategy 2012015 Therein, it envisions to include animal welfare standards into trade agreements in
order to a) avoid disadvantages due to higher EU standard in comparison to other countries, b) provide
better information to consumersc) assess possible labelling for animal welfare products and d) link
animal welfare better to the CAP through cragsnpliance, rural development, promotional measures,
quality policy, organic farming and others.

The CAP can influence animal welfare ieveral ways, yet there are few studies examining CAP effects

on farm animal welfare.There are several directives on animal welfare included under Cross Compliance
(such as the Council Directive 98/58/EC on the protection of animals kept for farming esixpesom the
perspective of the CAP, animal welfare issues are embedded into the principles and regulations related to
organic farming, and farmers in the EU are obliged to respect these standards. The main instrument to do

26 See page 40 of: https://ec.europa.eu/agriculture/sites/agriculture/files/consultations/cap-
modernising/summary-public-consul.pdf

2" communication from the Commission to the Bpean Parliament, the Council and the European economic
and social sommittee on the European Union Strategy for the Protection and Welfare of Animai2(A12
(https://ec.europa.eu/food/sites/food/files/animals/docs/aw_eu_strategy 19012012 en.pdf
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S0 is via the Statutory Managemt Requirements within CC, linking Direct Payments with the regulations
for animal health and welfare (among others). Ryland (2015) reveals that after the 2003 reform, three
significant factors have had a constraining impact on the effective protectianiofal welfare in the EU:

1) EU secondary legislative animal welfare requirements are only minimum standards (with hundreds of
exceptions for the rules that are only specific for some species), which have proven inadequate in
ensuring good quality animalelfare. 2) EU secondary legislative animal welfare requirements are not all
encompassing, and specispecific standards do not exist, for example, for dairy cows, beef cattle, sheep,
goats, turkeys and ducks. 3) The narrow interpretation by the Couktigifce of the European Union (ECJ)
equating minimum EU legislative standards of animal welfare with total harmonisation has had the effect
of further limiting the advancement of animal welfare in the Hle lack of studies on CAP effects on
animal welfar is somewhat surprising given the known, although not universaggative relation
between increases in the efficiency of animal production and a decline in welfaiadeed, welfare
problems are more likely among fastgrowing, higheiyielding breeds amh individuals than slower
growing and lowetyielding animals (Winter 1998).

Evidence suggests that there is an important gap between the public claim for increased farm animal

welfare and current legislation and initiativesAn official study on animal wiate conducted for the

German government (Grethe et al. 2016), evaluates the willingness of German consumers to pay more for
increased animal welfare standards; they found that 70% of consumers interviewed were ready to pay up

to 20% more for a labelled mé This shows that the current standards on animal welfare lag behind
consumer's demands, leaving an unfulfilled potential for further action also under the CAP (Grethe et al.

2016), e.g. by introducing and/or enforcing animabtection payments and theonditions for these.

Isermeyer (2014) as well as several NGOs suggest that better incorporation of animal welfare, particularly
GAUKAY tAfTEFNI LLET Aada YySSRSR Ay 2NRSNJ G2 FfA3dy F22
YCAlySaa CKE®]/ RFAVI®KS6O9/ HnmoL y2GSa + Nry3asS 2F Of
GKS TYAYlLFf 6SEFIFENB fS3Iratlrarazys 2yS 2F (GKSY o0SAy3
developing good animal welfare practices or anticipating legaRdeds y S&d¢ & L A& adza3Sai
instrument to address this challenge should reside in RDP (EG2013)

4.5 Efficiency

While the sections on effectiveness include a-sabtion on overall status and trends, this is less relevant
when evaluating CA efficiency. The following sections therefore only present key findings of our
literature review on CAP efficiency, followed by more detailed findings. We only address a subset of topics
for which efficiency can be evaluated and literature is available.

4.5.1 Income support

Question:Have CAP measures been efficient in changing, or incentivising fair standard of living, individual
earnings or viable farm income?

% http://ec.europa.eu/smartregulation/evaluation/docs/st 17996 2013 gmf
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Relevant CAP objectivearticle 39 (1) a on increasing standard of living.
Relevant SDG4, 8 and 10
Number of publications scanne@®3 publications

Key findings

Evidence suggests that the efficiency of direct payments (DP) is low due to the lack of p
NBflFiA2yaKALl 0SG6SSy 5t |yYyR TFIENYSNEQ AyO?2
objectives, other than income support, reduces their efficiency. Thereuieertly no detailed
justification on how the EU Commission wants to achieve its income objective, and no ade
indicator to assess this relationship.

DP are unequally distributed among farmers and there are substantial doubts that this un
distribution is appropriate to achieve the income objective of the CAP. The distribution of ing
support under DP depends greatly on the distribution of land and farm sizes and are strongly 1
to fundamental structural differences between larger and smdHems.

Evidence suggests that the efficiency of DP is low due to the leakage of DP to landowners. Deg
increased the capitalization of DP into land rents, although results may vary between regions an|
types.

Finally, some evidence suggestatth basic income scheme would reduce income variability betw
farms more efficiently.

First, the fact that DP are associated with multiple objectives, other than income support, reduces their
efficiencyd ¢ Ay o0 SNASYyQa NHzZ S &dz33Sada GKIG ohdzobjgcld@ STFTFAC
6alyy FYR [yl uHnmo0O® |1 26SGSNE 5t FNB YSIyid (2 ad:
support farmers in disadvantaged regions, to contribute to minimum environmental standards through CC

and greening. Tinbergen's rule is violkhtsuggesting a reduced efficiency of DP.

BEvidence suggests that the efficiency of DP is low due to their unequal distribution among farmers and
missing indicators Severini and Tantari (2013) found that DP resulted in a reduction in farm income
inequalityin Italy. They also found that the inequaligducing effect was bigger before the CAP reform of
2003. These results regarding Italy are confirmed in another study based on 2013 data, which found that
DP reduced farm income inequalities (Ciliberti analsEarelli 2015). The lack of indicators to evaluate the
need for income support through DP has been criticized (Koester & Loy 2016).

There are substantial doubts that the unequal distribution of DP is appropriate to achieve the income

objective of the CAPL OO2 NRAY 3 (2 GKS 3F21f 2F aSyadaNAy3I | Fl Al
10.1 (to achieve a higher income growth for the bottom 40%) and 10.4 (to implement policies that lead to

greater equality), an efficient distribution of payments wouldtal that farmers with the lowest incomes

should profit most from CAP payments. In theZBJin 2015, 32.6% of all payments went to only 1.8% of
beneficiaries, who received more than 20,000 LISNJ @ S NX» . & O2yidNIadz 1y Dy
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5,000¢ or less (EC 2016d).Lorenzcurve indeed illustrates that a minority of recipients receive a very
large share of the DPs, especially in the New kF8s 4.5.). Similarly, while the support per hectare
decreases with farm size, the share of DP in farronme increases with farm size and stabilizes for farms

above 100 haKig. 4.5.2. This means that smallest farm benefit lesg eligible at all to obtain CAP
payments at all.

100%

80%

60%

40%

Share of direct payments (%)

20%

0% 20% 40% 60% 80% 100%
Share of farms in %

~8—EU-West «B=EU-South —ae=EU-East Even distribution ':

igure 4.5.1:Distribution of direct payments in the EU 2015 shown by ankzdZeirve, depicting the accumulation of payment

shares as the share of the population of farmers increases. Source: own calculations based on reports of the EU Commission
on the distribution of direct payments; Note: The area between the even distritanithihe Lorenz curve expresses the

degree of inequality of direct payments; Every point on the curve shows that e.g. e.g. 40% of farms receive about ca. 3% of
direct payments.

Unequal distribution in DP are related to fundamental structural differences Wween larger and
smaller farms Larger farms have fewer working forces per hectare because of more extensive production
types and economies of scale. Smaller farms have higher value added either due to high animal density or
very productive farm systems du@s horticultural production, which are overrepresented in the small
farm size groups. Matthews (2017) argues that the largest proportion of DP is allocated to enterprises

that have no clear need for such payments. This suggests that DP are not addtkssirapjective
efficiently.
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Income other than DP mDecoupled DP (/AWU)
Coupled DP (/AWU) —EU average income per worker
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Figure 4.5.2Farm income and contribution of DP to it, including share of DP in farm income, divided into farm size classes.
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Brussels, 7 July 2017. Data based on FADN.
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Figure4.5.3 Distribution of direct payments in the EU 262815 according to farm size, as summarized using the Gini
coefficient of inequality¢ higher values indicating higher inegjity (i.e., less equity in payment distribution). a)
Development of the Girtoefficient in West, South and East BYChanges of the Ginpefficient from 2006 to 2015 in the
member states. Source: Own calculations based on data from the EU Comm@3i2026.Note: The GINI coefficient is a
measure of inequality, ranging from 0 to 1. The higher the value is, the more uneven is the distribution of payments across
farm-size classes.

7

The analysis of inequality reveals that the distribution of direagrpentsare (probably) inefficient. The

EU commission does not state a specific income objective for farms. Besides, there is no mechanism to

link payments to poor farms or poor farm householdsanalyed according to farm size, the level of

payment ineaiality (as represented by the GINI coefficient of inequality) is heterogendnuwsome old

MS the GINdecreasing (e.gsignificantly in NL, slightly e.g. in DE). But in most new MS (e.g. in LT, LV, PL,

SL), it is increasin@Fig. 4.5.3h. Some of the chages observed in new MSs relate to pestialist
developments (structural changes resultimgd rapid intensification) and shifts in farm sizes following the

I 00SaaArzy G2 GKS 9! a ¢Stf lFa G2 (GKS LKé airy3a A
influencing factors are independent of the CAP. However, the uneven distribution of DPs, and the high

(and even increasing) levels of inequality, cast serious doubts whethespeficdistribution of DP is

appropriate and efficient toward fulfiling 0 GKS /1t Qa 202SOGA GBS 6AGK NBA&LIS
39(1)b), and b) the 201priority of reducing disparities in rural development especially in new MSs and

other disadvantaged regions.

Evidence suggests that the efficiency of DP is low doethe leakage of DP to landownerd.and is
NEIjdZANBR (2 NBOSAGS adzlIll2NI dzyRSNJ 620K AYLX SYSy il
a2 OFfftSR WKAAU2NARO Y2RStfQ 2F (GKS {Ay3afsS tleayvySyl
depends therefore largely on the land area owned. Matthews (2017) emphasises a major inefficiency
resulting from leakage of payments out of the agricultural sector into-taemd. Ciaian and Kancs (2012)

analysed land rental prices in new EU member statesgm)ying the Single Area Payment Scheme (SAPS,

a flat rate payment per hectare) in 2004 and 2005. They found that for every Euro/ha of DP, land rental

price increased by 19 cents. They concluded that, on average, 10 % of the SAPS leafatmingn

landowners (ranging from 5 % in Poland to 18% in the Czech Republic and Slovakia). Van Herck et al.
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(2013) found in a set of new MSs (such as Czech Republic, Hungary, Latvia, Lithuania, Poland and Slovakia)
that 13 to 25 % of the DP were capitalized into laadts. They observed that capitalization is higher

where access to capital is constrained, and lower in countries with a higher share of corporate farms, due

to their bargaining power. In countries where farmers have difficulties accessing capital, thauctton

of DP creates an appealing collateral. Therefore, DP loosen the credit constraint and thus increase the
demand for land (Ciaian and Swinnen, 2009). Agrosynergy (2011) suggests that leakage to active farmers
with low incomes was rather low, althohgdifferences between sectors and regions were observed.
Based on data from 2004, 2006 and 2007, 6.1 % of recipients were above the threshold defined as the
regional GDP per employee without DPs and 5.9 % of recipients received more DPs than was rtecessary
get beyond the threshold (Agrosynergy 2011).

Evidence suggests that decoupling increased the capitalization of DP into land rents, although results
may vary between regions and farm typeBlichalek et al. (2014) analysed the capitalization of thel8ing
Payment Scheme (SPS) into land rental prices in thg5Edlring the period 2002007. They found that

6 to 7 % of the SPS goes towards covering higher land rental prices resulting from DP, and 4% of the SPS
leaks to noAfarming landowners collecting ése higher rents. While this is not a high proportion, they

also showed that the capitalization of lower value entitlemedita nn e k K 2NJ f Saao g1 a
and more variable (from 124%) than the capitalization of higher value entitlements. Feichtinger and
Salhofer (2016) compared the effect of coupled DP (2001) and decoupled DP (2007) on land sale prices in

a

theGNX Iy FSRSNIt adrisS 2F . Q@FNRF® ¢KSe akKz2gSR GKI
AY I RSONBIAS 2F GKS arftS LINAOS o6& nnn e€ekKF AY HAS

triggered an increase in the capitalization of DP.aKilet al. (2012) determined that the ratio of
entitlements to eligible land as part of SPS is a key driver of capitalization of DP into land values in Bavaria.
They also argued that ties to land have been strengthened through the inclusion of the anymedmsa

into the SPS. Feichtinger et al. (2014) observed a capitalization of 36 % of coupled area payments and a
capitalization of 8 % of animal payments into land rental prices in 1999/2000, compared to a
capitalization of 47 % of SPS in 2010/11. In céniiax h Qb SAt YR | YN} Ky
capitalization into land rends before decoupling @Y %) and a decline in capitalization after decoupling

for dairy, sheep and tillage farms in Ireland.

Finally, ®me evidence suggests that a basic income seteewould reduce income variability between

farms more efficiently Deppermann et al. (2014) simulated the effect of the abolishment of various CAP
measures in 2020 in Western Germany. They found that the abolishment of DPs would decrease income
gap in abshute terms, although lower income farm households would lose a higher share of their income

in relative terms. O'Donoghue and Howley (2012) compared the situation of Irish farms in 2008 with a
hypothetical situation of a uniform, basic income paid to eviemyn or person involved in agriculture.

Their results suggest that a basic income scheme would reduce the income variability between farms
even more than the current system, indicating that a system without any targeting mechanism might be
more efficientthan the one in use. These findings suggest that the current distribution of payments is
dzyt A1 Sfe G2 0S GUKS Yzald SFFTAOASYyG gt e (2 &adzZJJi2 NI

4.5.2 Climate action and energy

Question: Are the CAP costs and burdens proportional to the bendfiso compared to other
instruments), with respect to climate change?
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Relevant CAP objectived { dza Gk Ay 6f S YIFylFaSyYSyd 2F yI (dzNT € NB &
priority 2)

RelevantSDG: 18 ¢ | | S dzNBSy G | OGA2y G2 O2Yo6l 4 OtAYIGS OKLly
Number of publications scanne@®2 publications

Key findings
CAP measures do not take into account potential costs and benefits of measures addressing |
change. It is therefore unlikely that the CAP can ffieient in terms of climate action.

The cost efficiency of the inclusion of climate action under AECM is difficult to evaluate since
known about its effects on GHG savings. It is questionable whether less intensive production
GHG efficiat. The efficiency regarding energy was not evaluated.

CAP measures do not take into account potential costs and benefits of measures addressing climate
action. Several studies evaluated potential costs and benefits of GHG mitigation measures, e.g. Moran et
al. (2009) calculated marginal GHG abatement costs, van Doorslaer et al. (2015) used the CAPRI model to
identify feasible reduction strategies. However, these costs and benefits do not seem to be included in
CAP measures addressing climate action (see sedtibth on CAP effectiveness on climate action and

energy).

Only a few publications evaluate the efficiency of CAP measures related to climate clin@eNdS |

I 2 taN f {2@0B)Jas well as Good & Beatty (2011) highlighted that EU policies, primarily the Nitrates
Directive included in the CC, were efficient in reducing nitrogen fertilizer use in the past, thus mitigating
GHG emissions in a cesffective way- however without being conceived as climate action. Casey &
Holden (2006), for AECM on beef farms in Ireland, and Gocht et al. (2016), for the promotion of natural
grasslands as a greening measure, found that environmerftadlydly production apromoted under the

CAP is slightly more GHG efficient than intensive production. The study by Casey & Holden reports a
decline from 13 to 12.2 kg CO2e per kg living weight and year, while the latter study by Gocht et al. (2016)
find possible GHG reductiat possible costs under 50 EUR/t CO2. This is rather expensive compared to
the European Emissions Trading Scheme where between 2010 and 2017 CO2 prices were in a range
between 4 and 20 Euros. For northern ltaly, Solazzo et al. (2016) also modelled posemdial for GHG
reduction due to greening §2%) that would be costfficient at least from the farmers point of view since

the CAP payment would cover lost income from shifting to less intensive production. The cost efficiency of
the inclusion of clima action under AECM is difficult to evaluate since little is known about its effects on
GHG savings (see section 4.4.1 on CAP effectiveness on climate action and energy).

It is however questionable whether less intensive production can be GHG efficidfdiss & Leip (2012)
found that intensive beef production in Austria and the Netherlands was more GHG efficient than
extensive production in Latvia or Cyprus, due to higher productivity. Erjavec et al. (2016) even
recommend more intensive production to savelG.
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4.5.3 Biodiversity and ecosystem services

Question: Are the CAP costs and burdens proportional to the benefits (also compared to other

instruments), with respect to measures supporting biodiversity and ecosystem services (ESS)?

Relevant CAP objectieed { dza G F Ayl 6t S YIFyYyF3ISYSyd 2F yI GdzNT f

priority 2)
Relevant SDG45 Life on land
Number of publications scanned:100publications

Key findings

The CAP is highly inefficient with respect to the efforts, allocation, and use of resources towal
aims of protecting biodiversity and ESS. The literature on AECM is diverse argdmsixaed levels of
efficiency, indicating much room for improvement due to low uptake, lack of spatial design al
some cases poor design and implementation, leading to inefficient spending and limited be
Evaluations of greening measures indicatecim lower efficiency: EFA utilize substantially more pu
funds for less effective measures, as about 75% of EFA area is allocated to options havi
potential for biodiversity; and some options require no actual delivery by farmers, thus sewi
LI @YSyida FT2NJ y2 &ASNBAOS |Gl OKSR OWgAYRTL §

funds dedicated to Natura 2000 are too low to address the objective of protecting biodiversity|
literature therefore indicates a negative relatidoetween effectiveness and investment, forcing ve
low efficiency. An expansion of the range of requirements over the 28ft8Bm (i.e., from AEM to
AECM), combined with a budget cut of 8.6% as a conservative estimate, entails a further reduc
efficiency. The literature also demonstrates that a) implementation costs play an important role W
AECM; b) increased administrative burdens yield higher costs; and c) funding for Natura 2
proportional neither to their benefits (public goods and iresace value) nor to the costs for farme
(transaction costs and income foregone). Finally, it is noted that regulations are more efficient
subsidies (or financial penalties) toward achieving basic standards that should be complied with.

The literature on CAP efficiency for biodiversity and ESS is heteroger®&mwus stuges evaluate the
impact of different programs, in particular AECM, without any reference tepwoticipating farms (Kleijn

et al. 2006; Lakner and Kleinknecht 2012; EbeopearCourtof Auditors 2011). Some of these studies
evaluate administration cost@rmsworth et al. 2012; Fahrmann and Grajewski 2013). In contrast, some
studies investigate factors influencing the participation in programs such as AECM (Niens and Marggraf
2010; Pufahl and Weiss 2009; Russi et al. 2016; Schroeder et al. 2013). Wedimhdtidtypes of studies

in this review, with a specific focus on AECM.

Additionally, we used the comparison between effectiveness and budget spent for different measures as
an indicator of the global CAP efficiency regarding biodiversity (AldarOctioaet al. 2014; Kantelhardt

et al. 2009).
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4.5.3.1 Agrienvironmentclimate measures (AECM)

Few studies suggest that AECBhn beefficient if well-designed and implementeKantelhardt et al.
(2009) compared different agenvironmental programmes with a gup of conventional farms, most of
them not participating in AECM. They showed that the support for organic farms was particularly
successful in combining economic objectives and ecological requirements, organic farming performing
slightly better than extesive grassland management and diversification of arable farms. However, the
number of farms was too low to draw general conclusions for the design of AECM.

Schroeder et al. (2013) compared actiorr 8 SR ! 9{ GAGK GKS AYLI SYSyidl dAz2
approach in England. Most of the farmers seemed to prefer to maintain existing species on their land than

to enhance new protected species. Farmers that would reject an introductory scheme, expressed the
concerns that it is too complicated and involvesks. The authors estimated the necessary payment per
AaLISOASAa (2 YFAYGFAYy a OANDI  HpK Fe kFR2FNI Fr2- N yRiIyE A5y Anyddo
CKA&Z NRdAzZAKf & NBETFI-ZNBEY GXKSIH @B @1Fa SR WRaEdINGledNSE 2y
mowing dates.

A range of authorsdentified conditions for higher effectiveness, which can also be demonstrated for
efficiency(see e.g. review bBatary et al. (201%. However,a number of factors reduce thefficiency of
AECM. These include:

1 Complex design anddaninistrative burdendead to low uptakesiue to competing payments
(primarily DP) with less requirements. Complexity atsases choices toward less effective
measureqBatary et al. 2015)resulting in lower efficiency (i.e., loweffectiveness for the same
costs).

91 Insufficient training in environmental managemenicompared to training inagricultural
production instead. I G+ NB S Zonal $ciemedvene phov toWe potentiallynuch more
effective and efficient, as shown in géhUK with bird diversity increasing per unit cost as
compared to simplified horizontal schemesnd et without the needto accompany thenwith
incorporated elements of training or advice (Armsworth et al. 2012; Batary et al. 2015).

1 Lack of spatial degin: while case studies have demonstrated that spatial targeting and design can
help optimising AES and make best use of investments (e.g. Merckx et al. 2009), most AES still
focus on farm level actions thus resulting ininefficient distribution of spendig over space,
leading to dampening or evarancelling ofpotential) benefits

1 When compared to other, more targeted payments, AECM are inefficient. Especigrtioular
(rare)species groupgpayments to supporprotected areas are suggested to treich more
efficient that AECMFor instance, whilk y G KS bSOKSNIIFYyRa eum YAfEA
GFNBSG YSIR26 O0ANR O2yaSNBIFGA2y S O2yaSNBI (A2
millions resulted in better population densities and breggiparameters (van Paassen &

Teunissen 2010; van Egmond & de Koeijer 2006).

Yy
é
N

2
y

Bvidence suggests that the design and implementations of AECM are inefficldatrocks et al. (2016)
draws into question thefficiency of funding short term AECM (5, 7 or #ang), which are shown to be
ineffective to promote species richness and provide ecosystem services. Using a simulation modelling
approach, Drechsler et al. (2017) find ge&r contract to be more cosdffective than a 1§ear contract

for the maintenanceof butterfly conservation in Germangome perverse use of AECM payments was
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NEBLR2NISR Sd3d 068 9dzNRBLISIY [/ 2dz2NI 2F ! dZRAG2NBE OHAMMI
Ol aSa thdsamis of dest boxes installed, at exceptional densitghetfringes of small forest

LI NDSta Ay |dzy3lNE KFEREBEHE WAORRAZIi2FyenpP2 I8 NRENE (A 2
behaviour of any relevant bird species.

The establishment of greening measures has affected AECM as QRieict competiion with greening
measures has been observed, where payments are used to support both greening and AECM. For
example, Zinngrebe et al (2017) reports thétt i possible to register nitrogdixing plants that are
mandatory for the crops diversity scheraed at the same time register them as agnvironment
measuré.

The 2013reform also introduced abudget reduction and the addition of a new objective on climate
action. The share of AECM budget was reduced from 5.38 bn. EUR/year in the peric0232a@ 4.91

bn. EUR/year in the period 202020, l.e. 8.6% reduction for the overall financial period. The reduction
of 86% {Table 4.5.) isa very conservative estimate, since the reported budget value for the period- 2007
2013 does not contain the budgetdreases for AEM in 2009/2010 following the 2009 He@Glieck.
LYFEradA2y Aa y2a GF1Sy Ayidz2 I Owdsttieiprogrion OfPNapll t S QS NJ
funding earmarked for environmental measures has been increased to 30%, the hisigebvers a
range of other activities, including climate change mitigation, organic farming, aicdlkm climate and
environment investment measures with the potential for both positive and negative impacts on
biodiversitg ® ! RRA Yy 3 | yaRdirédGehs AE@VeeSickiicy id Spending according to Tinbergen's
rule (one instrument for one objective) as more requirement are added whilst reducing payriofs,

with a substantial budget reduction yet an additional set of requirements, the effigci@hcAECM has
clearly diminished following the 2013 GAdform.

Table 4.5.1:Changes in Agenvironmental & Climate Measures (AECM) funding as share of Rural Development
programmes (RDP) over the last reform.

Funding RDP 2007 RDP 2014 Change
2013 2020
Spending Share Spending Share Spending Share
(in bn. EUR) (in %) (in bn. EUR) (in %) (in bn. EUR) (in %)
Sum Rural Development 22,115 22,228 0.113 0.51%
Programmes
Agri-environmental & 5,375 24.30% 4,915 22.10% -0.461 -8.57%

Climate Measure$

Source:Own calculation; Data 2062013 are from EU Commission 2010; Data 2PQ20 are from country sheets for the
RDP 2014£2020. Note 1: Figures are average yearly expenses for ti&/ EQOroatia is not included. The RidRures are
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including Cefinancing by member states and include technical assistance. Budget increases of tteerMidview-reform

Hnndg FNB y2i AyOfdRSR® b2GS taz2z GKFEG FAIdNBaE NS y2d RSTE
The figures for Agienvironmental & climate measures include the payments for organic farming but they do not include

LI 8yYSyida F2NJfSaa T @32dz2NBR I NBFa 6[C!S y26 NBFSNNBR (G2 | a

There is a great heterogeneity in AECM imiplentation across MSé-ig. 4.5.4. As a result, the literature

on AECM is quite diverse and strongly depends on the regional focus of a program. For example, Bonfiglio

SG I f ® 0H AN mMcOGomAetedryhBal dfidikect paiiniefts (gcenario 3), in pladee decoupling

regime, would have produced a decrease in the consumption of fertilisers and pesticides of 41.4% and
46.1%, respectivelyol YR GKSANI AYLI Ol 2y O0A2RAGSNEAGEBLED +S3
differences in the national implemdation of AECM, which reflects different farm structures and political

and economic prioritiesNotably, however, AECMs are playing an important rale prevening the
abandonment of agriculture in areas with difficult conditions for agricul{erg. ANG)preserving pasture

and hunting fields of value for biodiversity and creating and restoring wetlands for biodiversity and
nutrition retention (Smith et al. 2016)

/0 —
100% I I i
80% | I |
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40%
20%
0%
BE BG CZ DK DE EE IE EL ESFR IT CY LV LT LU HUMT NL AT PL PT RO SI SK FI SE UK
Actions to maintain habitats favourable for biodiversity
Whanagement of landscape, pastures and HNY
W Creation, upkeep of ecological features
Actions to conserve soil
mReduction of irrigated areas andfor irgation rates, limitation of draining
m Diversification of crop rotations, maintenance of set-aside aress

Figure 4.5.4Breakdown of UAA under agrnvironment measures by type of action by mioies (%), for the year 2009. EU
N12. Source: DG Agriculture and Rural Development, Eurostat (2015).
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4.5.3.2Comparison of investments vs. effectiveness between EFA, AECM and Natura 2000

The largest investment per hectare is allocated to EFA, whereasMiE£Ceive only half and Natura

2000 receives 3% of EFA investment per hectaMe assessed the average investment per hectare for
three measures (EFA, AECM and N2000) based on the total area covered by each measure and the budget
allocated to each measur&reening represents 30% of payments of Pillar |, i.e. about 12 bn EUR per year.
AECM represent 3.3 bn EUR and payments within thefuteErepresent 0.29 bn EUR. Payments per
hectare are ca. 79BUR/ha for EFA and 2&QUR/ha for AECM. Comparison withELflayments is slightly
misleading because LIFE funds are only for instalment and implementation of large nature protection
areas within Natura 2000, but not for maintenance, which is part of AECM. The budget necessary to
implement and manage Natura 2000vgabeen estimated at 5.8 billion EUR per year (EC 2011; Milieu et
al. 2016). Natura 2000 are associated with a total budget of 290 MIB. &d an investment per hectare

2F Ol oTablp5.%kK KI 0

Table 4.5.2Uptake and programmed funds per year in the period 28020 for agrienvironmental programs within the
Pillar I and Il and outside the CAP.

Policy measure Agricultural Area  Public funds  Relation funds
(in Mio. ha) (in Mio. EUR) to area
(EUR/ha)
Greening: Ecological Focus Area 8.00 12.638,21 789.89
(EFAF>*
Agri-Environmental Measures (AEQM 13.15 3,250.92 247.17

(Including areas and payments for organic farming, but
without payment for areas vith natural constraints)

Natura 2004° 11.65 290.00 24.89

(Grassland area in SCI reported as by the EU
commission)

Source Own presentationData: EC (2015, 2017b), Eurostat (20M)te 1: The sum of all EU national ceilings pearis on average

42.127.354.000 EUR. If multiplied by 30% we get 12.638.206.000NBt¢R:8.00 Mio. ha is the only figure from the commission on EFA, and it is

far from clear, whether this is before or after applying weighting factdote 3:We wereassuming, that only 50% of the greening payments of 12
billion EUR goes into EFA. Otherwise, the payment per hectare would have been 1.579,78 RtiRAdNatura 2000 and Agenvironmental

programs are partly overlapping in terms of area. The avaifablés are also highly connected, since the management of Natura1680is

mainly financed by the agenvironmental schemes. Within the RDP, about 118 Mio. EUR are spent p.a. (EU Commission 2014). However, specific
nature-protection tasks can be finaed by the EU Liflund, which is the fund connected to nature protection within the Natura 2b@tework.

Note 5:Eurostat lists 11.652.978 ha as SCI targeted agricultural habitats. The grespong(EU Commission 2015: p.31) of the EU commission

refers only to Natura 2000 grassland. Since Natura 2000 goes beyond grassland use, we have cited the wider figure of ba. 11 Mio.

Measures associated with the largest investment per hectare, i.e. EFAs, are the least efficient measures.
CANRGZ t (8@ Kaund that mdstPEFA options declared by farmers are not effective for
biodiversity. Second, based on interviews with agricultural ministries, farmers and extension services (n =
opuE WBAYYINB6S SiG Fftd 6nnmT 0 SiEdntatibrydddsions ke§ardifig O 2 NA
EFA. They found that farmers seem to decide mainly based on administrative, legal and economic
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considerations. Ecological motivations played a rather little role. The low uptake of the more effective EFA
options buffer stripsand landscape elements was explained by complex design and administrative
burdens. Further inefficiency was indicated by the uptake of already existing features and practices
(meaning that money is spent for no attached service), and insufficient ecaldgiowledge of extension
services, suggesting that investments made into consultancy reduce rather than enhance effectiveness. A
study on farmers willingness to pay concluded that farmers perceive greening as a costly constraint, which
is especially trugor among dairy farmers with high cow stocking (Schulz et al. 2014). The authors
recommend to focus and clarify management requirements within greening (Schulz et al. 2014). Lakner
and Holst (2015) showed that the implementation of EFA depends on the gioddocus of a farm and

the regional cosstructures. There are other comparisons of estictures and examples of optimal
implementation on the farm level with different outcomes (Lakner and Bosse 2016; Lakner and Holst

2015; Witte and Lataezohmanni nmn 0 ® al 41 R2NF oO6HnamMmM0O &dK2¢SR GKI

be paid for ecological focus area (EFA), whereas for the payments for buffer strips on arable strips are
between 606T pn € K K @ ¢ KA & a dzaidifBlaghits >a 2AYdSS dRibEdBaBaeBBFS A
farmers in return (Lakner and Holst 2015). Consequently, the implementation of greening is criticized as
an inefficient use of taxpayers' money (Oppermann et al. 2016). Finally, Lakner et al. (2018, in press)
compared costs and ecolagil impact of EFA and AECM on arable land in Lower Saxony in the year 2016:
they showed that EFA require 612 EUR/ha per biodiversity score point, whereas AECM only require 307
EUR/ha per biodiversity score pointaple 4.5.3. This result suggests that AECmeasures are less

7

SELISY&aADS FT2N) GKS LINROA&AAZY 2F O0A2ZRAOSNBAGE YR 9{

Pillar I is largely inefficient.

Table 4.5.3Payments and ecological impact of agrivironmental and climate measures (AECM) #nedEcological focus
area (EFA) in Lower Saxony 2016

Ecological Focus Area  Agrienvironmental and

(Pillar 1) climate measure (Pillar i)
Area for Biodiversity and Ecosystem Service 304,014 ha 84.879 ha
Total Payment for measures on arable land 114.71 Mio. EUR 20.63 Mio. EUR
Payment per hectaré 377,32 EUR/ha 243,05 EUR/ha
Ecology Points 187.259 points 67.167 points
Payment per Ecology Point 612,57 EUR/points 307,14 EUR/points

Source Lakner et al. 2018, in pregdote 1:Agrienvironmental and limate measures (AECM) on arable land and
comparable to Ecological focus area (EFA) such as Catch crops, flowering strips and buffer strips anddiedj¥ge
assume, that 50% of the greening payment goes into maintenance of grassland artivengiication. Therefore, the
calculus is rather conservative.

Our comparison of budgets allocated to different measures highlights a disprtipoate use of the

/1t Qa 0dzRISGI 6AGK KAIKSAG Ay@SadyYSy bigdiveisyyadd KS &
ESSSome evidencehowever, suggests that the efficiency of different CAP instruments may depend on
which objective is considered as the main objective of the CAP. For instance, Mouysset (2014) identifies
single cheapest strategies according to whatwdtde the main objective of the CAP. In particular, if the
objective is coseffective management of biodiversity, working on the first Pillar is the cheapest strategy,
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while if the objective is sustainable, then playing on the second Pillar is the rffaserg strategy
(Mouysset 2014).

4.5.3.3 Ecosystem services

In a literature review, Reed et al. (2014) noted that AECM could be far more efficient in addressing ESS,
especially when spatial targeting is applied. Some of the sources of inefficiemtifiédeinclude (i)
payments that are not targeted towards results but management inpgtead Hanley et al., 2012,
Burton and Schwarz, 2013fii) standardisedpayments that do not reflect on spatial or temporal
variations inlocal conditions, costs ammutcomes(ECA, 2011; Armsworth et al., 2012); il emphasis

is put on individual rather than collective land management, while the latter may harness spatial linkages
and scale effets (Glenk et al. 204).

The question of efficiency with respect é@osystem services is critical from the perspective of defining
the beneficiaries. Since it is both the public and farmers that are recipients of public goods, a key issue
relates to who bears the costs of, e.g. land degradation, water pollution or th&epoe or absence of
aesthetic services used for recreatiofhe TEEB approach ¢ KS 902y 2YA0a 2F 90232
.A2RAOGSNAAGEE 0¢99.3 HamnO 2FFSNE |y SO2y2YAO QI f
explicitty name beneficiaries as well esstcarriers of landuse changes. The TEEB approach is taken up

by its successors, like Natural Capital GermariEEB DE that provided examples for inefficiencies in
agricultural policiesseeBox4.5.1below).
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Box 4.5.1Natural Capital Germany, TEEB DE
Author: Bernd Hansjlirgens

¢KS DSNXIY ¢99. LINR2SGilt 9®b I BN 2 F/FISINEG [y O
Oz2ata 2F f2aAy3al LISIGflIyRax o0& O2YLI NAy3 Fd
used for plants like maize, with the societal costs that are associated with this practice (Bonn
2015; Wistemann et al. 2017).

Fig.45%K2¢ga (GKS SAGAYIFGS&a Ay exkKlké FT2NJ oAz23
dairy cattle falder, and rewetting for nature conservation and climate change mitigation. It ca
seen that from the commercial miceconomic perspective, private gains can be enhanced thro
biogas or fodder production. From a maeroonomic perspective, efficienag though reduced or
even negative, as production of energy crops grown on peat soils clearly damages the clim
draining the peat soils for energy crop cultivation produces far more emissions than are ay
through the substitution of fossil fueBpnn et al. 2015). Here, government incentives for plan
maize on drained peat soils, which are also based on financing mechanisms of the CAP,
counterproductive effect. As the example of dairy farming shows, arable farming on peat soils
without subsidies for renewable energies, generates significant private gains due to the marke
of milk and high productivity, but public costs are much higher, when losses of carbon, groung
deterioration from nutrient leaching, and biodiversityeaconsidered. Intensive farming of peatlan
is therefore associated with high societal costs due to significant GHG emissions from d
peatland soils that are under intensive grasslands or arable production. The same applies to int
grassland use, which is also widespread on peat soils.

{22 dzy RSNJ LINBaSyi O2yRAGAZ2y&aZ FNRBY | T NY
with ste-appropriate farming (e.g. paludiculture), is not an attractive option compared to ar
farming. From a societal perspective, however, rewetting is by far the best use of peat sq
contributes to significant gains in avoided carbon losses andemiitieaching, and has thereby les
harmful effect on the climate and water resources and can enhance other ecosystem services if
cases (Bonn et al. 2016). The use of peat soils will only meet the needs of society, however, if
more coherencebetween regulatory frameworks, funding policy and <feecific ecosystem
management. Dedicated payments for ecosystem services on peatlands (Bonn et al. 2014) or |
spatial targeting of existing CAP payments (Reed et al. 2014) could enhance arhigheron
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Figure 4.5.5Costs and benefits ofrable farming on high organic, peat soils (from Bonn et al. 2015, p.141, based on

analyses by Berghofer and Réder; EEG = Renewable Energy Sources Act / Erienengiar&esetz)

When including studies like TEEB or Natural Capital GermaBEB DE intihe analysis, one has to be

gl NB GKI

60SySTAala

GSEGSNY I f

hNEFyAal GAZY

Oz2aida 2N

[:I

GKSNBE A& || &AKATG FTNRY FFENYSNRAQ O2ada
FYRO O2ada 27F F3ANRKROAZ GdzNF £ LINF OGAOSa
linked to the agcultural sector (e.g. through market activities), one has to analyse the amount of these
STTSOGaéd ¢KSNBE I NB aS@OSNIf YSiK2Ra @K
avoidance costs, over travelling costs, hedonic pricing tbngfiless To Pay (WTP) methods.
4.5.46 Compensatiomf income foregone vs. insurance investment
An underlying assumption justifying payments to support environmental aims, is that farmers should
be compensated for their income foregoneThis is made explt e.g. through theWorld Trade
62¢ho NMz S&43 HKAOK NBIdzANBE LI e&ySyida G2
tf2aa 2F AyO02YS Ay@2t SR NBadzZ GAy3a -FTNRBY
FGHNIRO dzf (G dzNJ f  LINR RdzOG A2y Ay (GKS

SYGANRBYYSY (i NI B NA VY

Agriculture, 1994). The EU rules also allow adding an amount of up to 20% to canadlesaransaction costs

caused by signing up to such schemes.

The concept of income foreganis however questioned by several authork the context of HNVf, Befoy

et al. (2012) highlights thatnvironmental land management is still perceived as a cost to the farm business

because it would inhibit production and reduce current or future markeome. They explain that this is
however not true where HNV farms are already delivering a high level of environmental public goods at a
financial loss. In such cases, there is no income to forego and farmers would simply abandon farming without
AES orLFA Other authors questionthe income foregone concept, since farm income is primarily

determined not by production per se but, more so, by the price obtained for a product, and henee mor

affected by price volatilityMoreover, a farmer engaging in AE@Y may do so without a significant
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reduction of production, b) may be gaining e.g. from pollination and -pestrol services that could
reduce costs and hence maintain or enhance profits (i.e. benefit from the public goods provided), c) gain
from access d the organic market and hence higher prices, and finally, d) can gain from income
diversification e.g. if those payments enhance aesthetic values and therefore ecotourism. Finally, by
reducing longerm and largescale risks such as land degradation, farsnmay be gaining rather than
losing from environmental actionsPayments associated with environmental aims are therefore
increasingly considered as insurance investments rather than compensation payn(eatsBox).

4.5.4.7 Administrative efficiency

Falrmann and Grajewski (2013) analysed the implementation costs of rural development programs in
Germany. They found especially programs with specific target area such as nature protection programs
(Natura 2000) or erosion control to have comparatively higblementation costs. These programs on

the other also show a higher effectiveness, so higher implementation costs go in line with a more
targeted and more effective measures. The authors point out that the political and financial incentives for
MSsorre@d ya I NB N2 QidksS NbYiRY&AS&S &Gl yRIFNRAT SR withS | & dzNB &
insufficient emphasis on control systems, information, appropriate evaluation methods and indicators

sets (Fahrmann and Grajewski 2013). This indicates that a doceiciency may shift the emphasis away

from effectiveness.

TheEuropearCourtof Auditors (2011) investigated the implementation of AECM in the EU. They
identified two main approaches: a broader and easier to implement et @St & OEANBS yOWE A -
measures) attached to lower payment, versus more specific andléigh programs, which have complex
NBIljdZANBYSyGas FNB Y2NB (I NBSGISR o0dAINBSya® Y250 fasdxNEBla 0
Court finds that entnjevel schemes are often lesffective, insufficiently justified regarding their
environmental impacts, and therefore less efficient. They suggest a focus on the more complex and
efficient AECM. However, for all types of AECM they see the need to improve justification, the objectives

and also the evaluation methods for AECM (EleopeanCourtof Auditors 2011), which would in sum

also improve the efficiency of AECM.

Armsworth et al. (2012) found that a polisimplification can lead to a 4800% loss in biodiversity
benefits. Theyanclude that implementation costs are worth bearing, since the loss is disproportionate to
the saving in costs. The authors also find that a locally differentiated program with flexible payment rates
might perform better and therefore is a more efficiemrin of investment than programs with uniform
payments (Armsworth et al. 2012). Lakner and Kleinknecht (2012) found that complex programs had a
positive impact on the implementation of Natura 2000 areas, whereas the simple entry schemes had no
significant mfluence of this implementation. Their finding also suggest a higher efficiency of complex
programs for Natura 2008Bnplementation, though this was not directly measured.

Finally, in terms of costs versus benefits, Mockel (2016) suggested that regulatiynde far more

efficient than subsidies (or reduced subsidies as a penalty) since they bear much lower costs for achieving

at least a minimum set of requirements that farmers should comply witible 4.5.4and Box 4.5.2).

Note, for example, that in the ase of crosgompliance it was suggested that the penalty for
infringements- ¢ KA OK A a dzLJ G2 p» 2F GKS TFis edI@&WNddater aghigstzl f LI
non-compliance (Milieu et al. 2016).
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Table 4.5.4:Comparison of ecological minimum texggments for agriculture in regulatory law and by direct payments
some conceptual consideratiarource: Mdckel (2016).

Regulatory standards CrossCompliance standards with GAEC
and Greening standards
Purpose Ecological minimum requirements for agiiwral farming
Liability Towards every farmer Only for recipients of direct payments
Control Similarly necessary and intricate
Enforcement Regulators instruments of Cutback of @tect payments

enforcement (orders, fines,
penalties, substitute performances,
detention)
Permission Agricultural soil use usually do not  Annual
need a permission (exception in
conservation areas)
Costs Only for control and enforcement  For the incentive (annual premia of the
direct payment)
+ for control and enforcement
+ for alministration of annual permissior
Efficiency High for minimum standards Low for minimum standards
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Box 4.5.2 Administrative efficiency of ecological minimum requirements for agriculture in regulat
law versus direct payments

Author: Stefan Mockel

To offer a general background to the question of efficiency of agri@llfpsyments toward achieving
environmental goals, there is a need to first consider what alternatives exist. In some countries §
Germany, ecological requirements are set through regulatory legislgtaonalternative mechanism witl
significantly difering costs attached to it. A comparison between regulatory legal requirements an
mechanisms installed in the greening of the direct payments on a conceptual basis indicate
subsidies have considerable disadvantages in terms of effectivenessfanehcy (Mockel 2016).

First, ecological requirements attached to direct payments oblige only those farmers who ap
receive these payments, in contrast to regulatory standards which appbllftarmers. This means tha
subsidies only reach thedarmers who are interested in the payments and conditions attached to thj
Secondly, regulatory law involves a large number of supporting enforcement measures such as
powers of inspection and order, notification and permit duties, compulsoryiatration, and
administrative and criminal offences. In terms of the financial cost of implementation, financial ince
of direct payments is not a guarantee that farmers meet the ecological conditions. So environn
conditions attached to subske$ require supervision like regulatory requirements as the European (
of Audit had still pointed out for cross compliance requirements ((European_Court_of Auditors |
2011, 2013). The time and resources needed for supervising conditions attackeldidies are at leas
at a similar level than regulatory requirements, since in view of their nature and extent, practical
cannot be carried out differently from those for regulatory requirements (cf. Articles086Regulation
1306/2013/EU and thelelegated Regulations of the European Commission 639/2014/EU, 640/201
809/2014/EV).

Another advantage of regulatory requirements that should not be underestimated is that they
imposed for an unlimited period and can only be modified by a parldamg legislation process. The|
thus offer a transparent lorterm perspective for farmers and provide legal and investment certainty}
contrast, subsidies are always subject to budgetary constraints, which means that subsidy paymern
be delayed ordtally eliminated in difficult financial situations (cf. for direct payments the recital 2
Articles 3, 16 et sqq., 24 et sqq. of Regulation 1306/2013/EU). Moreover, DP like most of the
subsidies are regularly granted only for specific periodsthe conditions attached to them are alg
limited in time (in the actual CAP until 2020). The assistance period of DP is even smaller with o
(Articles 72 Regulation 1306/2013/EU). Thus DP are only of very limited use for bringing abdetrion
imLJF OGa FyR OKFy3aSa Ay FIENNVSNBQ 0SKF @A 2 dzNID

Since reasonable requirements and prohibitions under regulatory law have to be observed witho
financial compensation, the state only has to bear the cost of monitoring and, where approp
licensing procedrtes. By contrast, requirements attached to subsidies always have to be linked wi
adequate financial incentive. When examining the efficiency of subsidies for ecological stan
therefore, the cost of the incentive and their administration (Europ€anurt of Auditors 2013, 2017) hg
to be added to the cost of supervising the subsidy conditions. Both are high for DP (see relevance
4.8 and, e.g., European Court of Auditors (2013, 2017). Therefore, in the absence of financial inc
ecologcal management requirements under regulatory law are generally and substantially less exp|
for the state and hence more efficient than conditions imposed under subsidy legislation. Regulatd
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4.6. Internal coherence

Question: Do CAP objectives and instruments complement or conflict with each other in supporting its
objectives and impleentation?

Relevant CAP objectivesll

Relevant SDGsll relevant SDGs, and particularly the balance between 1, 8, 13 and 15

Number of publications scanne@®6 publications

Key findings

Internal coherence of the CAP is challenged by the multitude of its political objectives
instruments. In order to integrate both production and sustainability objectives, new instrum|
were added. In the absence of specified objectives and indicators it is, however, difficult to {
consistency and complementarity of both objectives and instruments. A certain leve
complementarity between different CAP mechanisms has been repogtgukcially focussing on D,
in general, AECM, CC and greening. That, however, varies across different regional settir
thematic foci due to differences in implementation. Shortcomings in internal coherence
particularly been revealed in poor polidesign and weak implementation that were found
diminish their effectiveness and particularly their efficiency. The literature indicates challeng
internal coherence resulting from a) competing interests between conservation and productid
insufficient complementation and even direct competition between instruments both between §
within the two pillars, c) lack of transparency due to the absence of clear indicators and taj
often resulting in nortransparent tradeoffs, d) lack of coherédic 6 SG 6SSy GKS /|
on-the-ground implementation by MSs. Lessons from past CAP reforms and nddéoela
experiences indicate that the specification of clear objectives in a transparent way, and a sim
of instruments, can prevent thasks of the CAP being compromised again by power struggles i
shade of its complexity. Furthermore, a low level of participation and cooperation undermine
potential of local bottoraup strategies and muHiunctional landuse innovation, to betteintegrate
tha diffarant CAD nhiartivac

4.6.1 Competing interests of production and environmental protection within tRAP

The challenge of integrating the interests of production, balanced territorial development, and
environmental protection (i.e., sustainable use of natural resouregt)in the CAFhas been addressed
through different approaches with varying degreessatcess. Instruments for environmental protection
were integrated into both CAP Pillanster alia through AECM CCand greening However, political
resistance, and diverging interests have led to watering down these approaches and compromising their
effectiveness and efficiency.
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As a political strategy for reducing environmental threats resulting from agricultural practices, CAP
reforms in the 1980s and 1990s aimed at a general reduction of environmental pressures that had been
caused by continuous intaification (Hodge et al., 2015, Hilden et al. 2012). After introducing AEMs (now

AECM) as optional measures in 1985, and as accompanying measures in 1992, the Agenefor2000
AGNRPy3Ifte AYyONBFaSR (GKS /!t Qa o0 dzR >Solsocietg. While ABCRINE T 2 1
have been attested strong potential for incentivising conservation activities, a soft policy design and
incoherent incentives reduce their overall impacts (Batary et al. 2015; see also Effectiveness, section
4.4.3). The inclusion bless effective, productive AEM options such as nitrefipgng crops and catch

crops, the difficulties to design and implement regionaltlapted and site specific measures (through a

uniform and transparent policy process), and low levels of uptakdfefteve AECM have been shown to

limit overall effectiveness of AECM as a policy instrument (Batary et al. 2015). Further, while expenditures
F2NJ !9/ a akKz2g F aA0GNBy3d GFNRFGAZ2Y Ay | Y2dzyda NIy3aAAy
2013), a cmpetition with high commaodity prices and high related opportunity costs was considered a key

factors explaining the low uptake levels of AECM (Feindt, 2010). Other studies point to the importance of
personal attitude, selfdentity and social norms in deteining AECM uptake and hence the lame

decision between production and conservation (van Dijk et al. 2016). AECM uptake across Europe was
found to vary according to landscape characteristics, farm location, farm types and personal
characteristics of th farmer, such as age, education and level of farming engagement (Pavlis et ak 2016)
indicating the need for training, transparent communication and simplification of the measures to be
important factors for effective implementation.

While overall speding on AECM has been growing throughout the 2000s, dedicated budgets were
reduced in the 200NB F2NY GgAGK GKS AYyOINBRdAzOGAZ2Y 2F tAffF N |
concomitantly the number of requirements have increased with the introduction iofiaté-related

objectives into AECM. Considering that EFA have been evaluated as much less effective, competition
between the two instruments, greening and AECM, has resulted in a weakening of the latter and,
potentially, overall environmental performance.

According toTable 4.5.16 W9 F T APQidr B yudyet Ras remained the same in the last reform but AECM
funding has diminished, while the number of issues to address has increased. De facto this erosion in
budget indicates competition between greeniafjPillar | and investments in AECM in Pillar II.

The CAP reform 2013 also introduced drastic changes to tHiamacing requirements by national
governments. Additionally, each MS could decide whether to shift budgets from Pillar | to Pillar Il or vice
versa, with a maximum limit of 15% or 25%, respectively. 11 MSs used the option to transfer money from
DP (Pillar ) into RDP of Pillar Il, totalling 6.4 billion EUR for the six yeat8QZWL5ix countries used the
opposite option and transferred fundsoin RDPs to DP in Pillar | with the amount of 3.4 billion EUR.
Overall there was a net transfer of 3 billion EUR from Pillar | to the RDPs in Pillar II. However, this is still
subject to decisions in the MS, who can still change budget allocation foretrs Y018 and 201EC

2015c: p. 4. Accordingly, prior to actual implementation of the CAP, one could not anticipate whether the
actual Pillar Il payments would increase or decrease, and where would production versus environmental
objectives be prioritise.

The Cross CompliancéCC) mechanism was introduced in 2005 to condition DP to compliance with 19
standards defined by regulations and directives concerning environmental management, animal welfare,
YR F22R &l FSGezx a ¢gSHOHMANRDIA ilildZNRE NRY RREYOEANRF YISy
Linking payments to CC enables a stronger enforcement of existing regulations and directives, expands
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GKS ydzYoSNI 2F FENNSNE [ 6FNB FYR FOOSLIIAY IAGXNOLI & Ay
This approach also saves transaction costs of managing several implementation mechanisms in parallel.
However, this approach also runs the risk of reducing the level of compliance with these regulations and
directives in the absence of payments or in ttese of reducing payments to farmers (crowdmg)

(Mayer et al., 2014). Mayer et al. (2014) identify clear communication and training, a linkage of payments
to ecosystem services outputs and a strategy for sensitising farmers to comply with regula@iomsea
effective longterm implementation strategies than CC. Based on a study of CC implementation in England
and Finland, Juntti (2012) found that imposing uniform standards on farmers impedes the potential of CC
to integrate their local knowledge on farmanagement into the implementation in order to identify and
employ best practices according to both economic and ecological conditions. Juntti (2012) argues that,
instead, flexible and participatory implementation approaches would incentivise strongaerstip and
compliance with CC policy. Overall, according to existing literature, there is little incentive for farmers to
comply with CC given the present combination of controls and sanctions (Bartolini et al. 2Qi2).a¥i

al (2016) state as wethat the penalty for crossompliance infringements, which is merely up to 5% of
0§KS FIFNYSNRA | yydz ftooldiv i WeSayterrényagaingt haoMBighdé>d A & @

During the last CAP reform 2013, some elements were taken from Cross Complignoeajatenance of
grassland or the protection of landscape elements in GAEC) and light green AECM (e.g. the support of
catch crops and leguminous plans) into the Greening. However, this has not increased the coherence,
since Greening brought a number @ contradictions, such as the double funding and at the same time
competition between Greening and AECM (see Zinngrebe et al. 2017).

l'a I NBIFOGA2y G2 GKS 9! {GIFNBSG 2F aKFfldAy3d (GKS f2a
European Umn by 2020" (European Commission 2011), 30% of direct payments were conditioned to
greening obligations/measures in the 2013 reform. However, -effsctiveness of greening has been

F2dzyR G2 0SS tAYAGSR 6t SQSNJ Si [lotiudtbncempatinieboptiony | A y f &
and register structural elements and measures that were anyway part of farm structures and current
farming practices (Zinngrebe et al., 2017). Furthermore, a growing complexity of conservation obligations

has blurred environmemat objectives, leading to limited effectiveness and exffitiency (Persson, 2016;

Batary et al. 2015; Pe'er et al. 2017; Underwood and Tucker, 2016). In its current design and
implementation, the CAP does not coherently follow its objectives, but comigesmone interest for

another one.

There is limited research on the relationship between less favoured area (LFA) payments (now ANC) and
O2yaASNBI A2y 202S00AQ0Sad aAfASdz SG Ffd 6nHnamcI LI
specific land maagement requirements that benefit biodiversity conservation (beyond adherence to
crossO2YLX Al yOS0éd hy GKS O2yiGNINBI AT LI &-¥Bsifiea | NB
regions such as HNVF, ANC payments can present perverse incentive®diversity threatening

activities. Reports from different MSs (in Oppermann et al. 2012) suggest that in some MSs HNVF gain
from LFA (e.g. Czech Republic, UK) and in others, they induce risks of intensification (e.g. Amance).
empirical analysis dfeatment effects of LFA programs on the area under cultivation of farms in Germany
showed a positive and slightly significant effect, i.e. farms with LFA programs tended to increase their
cultivated farmland while farm output and sales did not grow sigaiftly (Pufahl & Weiss 2009). In a

2013 report, the Ministry of Environment highlighted the same perverse effect ANC spending could have

on the environment through support to the intensification of agricultukéyyrynen, 2013)Although

support is targetd at small farms through a higher payment rate, contradictory signals are given to
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farmers under this scheme through increased requirements for livestock density and minimum area
under contract.

These results indicate that the effect on intensificationdahiodiversity threatening management
practices depend on MS decisions on implementation requiremeniese results indicate a better
integration of policy design and management requirements bears however potential for strengthening
those effects.

4.6.2 @herence between Pillar | and Pillar 1| measures

Along with the different objectives, studies have assesseblerence and complementarity of the

different policy instruments of the CARN the recent reform (2013), biodiversity measures were included

inPEf I NJ LQa 3INBSYyAy3d 20ftA3dlrGA2yas 6KAES tAfEFN LL ¢
(Hodge et al., 2015; Rietig, 2012). Shifting the environmental agenda between water, biodiversity, climate

and other environmental threats can produaade-offs and hence compromise the effectiveness of one

objective towards the other (e.g. Burrascano et al. 2016), as elaborated above.

On the other hand, Berger et al. (2006) have pointed to thewiimpotential of incentivising farmers to
conserve lowproductive areas of their farmland by combining -eside (corresponding to permanent
grassland or EFA saside requirements in the current greening legislation) with payments for AECM
practices. A variation in the vertical implementation of the instrutsenan be observed too. In an
analysis of greening in Germany, Zinngrebe et al. (2017) found that nine of thirteen federal states offer
the option of combining Ecological Focus Areas (EFAs, as part of the greening obligations) with AECM
support. It could,however, not be shown that this leads to an increase in the area of biodiversity
supporting measures on agricultural areas in those federal states (Zinngrebe et al., 2017). This detail also
results in an eveiincreased budget for a policy measure with |l@ffectiveness. For example, in the
German Federal State of Lower Saxony, from the 17,920 ha of AE@M strips, about 18.7% was at the

same time used to comply with EFA within the Greeffiaghework (data from 2016, own calculations
based on data fromhe State Ministry for Agriculture and Consumer Protection, Lower Saxony). On the
other hand, a combination of e.g. buffer strips or fallow land is restricted to complex and partly
contradictory technical and administrative requirements (Lakner et al. 20I7&ble 4.6.1 provides an
overview shows the complex technical requirements to comply with EFA and AECM at the same time:
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Table 4.6.1:Technical requirements for the combination of AECM* and EFA* in some selected federal

states of Germany (Lakner et 2017)

Requirement regarding Own utilization
Width Plot size Extent LPIS* ible?
(in m) (in ha) per farm | parcel PossIbie:
Requirements of Ecological Areas (EFA)
Field Margin [1-20 m] n. a. EFA should no no
Buffer Strip [1-10 m] n. a. not exceedy no some
Forest Margin [1-:10 m] n. a. 8% of arablf no some
Fallow Land n. a. > 0.1-0.5ha area yes no
Agri Environmental and Climate Measures (AECM) as flowering strip and flowering plot
combined with Ecological Focus Area (EFA)
[6-12m]
North Rhir&/estphali| ( and or O 0,25 ha -
=< 20% of the pl.:.t/‘l
Lower Saxony ([630 m] or O 2 haaynd O 1
Thuringia [536 m] or O 4 ha -
width = Om \.I = 2,5ha w.l yes No
SaxomAnhalt ( and or ( and -
length to width = 2:1/  \< 20% of the plot/
Mecklenbwiyest N
) - - O 5 |
Pomerania
Bavaria - - O 3 |
BaderNurttemberg >5m - -

Source own presentation based on the regulation in the federal stateS8ombination of AECM types a.) flowering strips
and b.) flowering areas combined with EFA types a.) bstfgss and b.) fallow land; ** LPIS = Land parcel identification
sysem.

hgSNIftf> RSALIAGS (KS Satea with ABCHI, tislatiandsyhardiy2usetVidzLddeéil R S Q
Saxony, primarily due to the complex regulatory Hfefmework (Lakner et al. 2016, 2017a, Zinngrebe

2017). This indicates low coherence betweeanligy objectives and implementation due to desigmd
administrative complexities, reducing the efficient implementation of EFA.

A synergetic effect was reported for the combination of CC with AECM on conservation practices on
Italian farms, even thougthe overall incentive for conservation remained low due to weak monitoring
and enforcement practices (Bartolini et al., 2012).

Another weakness in terms of coherence between objectives and implementation results from the fact
that many small, sersubsisence farms are still excluded from accessing some CAP mechanisms
(particularly several Pillar | measures), as, for example, reported for fruit and vegetable producers in
Romania (Marcu et al., 2015). Comparing potential impacts of different CAP reforrRormanian
farmers in a scenario modelling analysis, Jitea et al (2011) found that a reform that strengthening of Pillar
I would be essential for Romanian farms to avoid strong revenue cuts.
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4.6.3 Coherence among instruments within Pillars

Despite potental incoherences between Pillar | mechanisgresg. young farmers support and greening;

or evident conflicts and tradeoffs between the objectives of some Pillar 1l instrungewts could only

find very few studies addressing these topics. One key sourienfified incoherence results from the
flexibility which is given to MSs in implementing Pillar | measures. According to OECD (2011), the level of
coupled payments (Article 69 of Council Regulation (EC) No 1782/2003 and Article 68 of Regulation
73/2009)was restricted to 10% in the last financial period between 2007 and 2013. At the end of the
implementation of the health check reform in 2014, the share of coupled payments reached an historical
low at 6.8% (Matthews 2015).

Following the 2013 CAfeform, some obligatory flexible elements (basic payments, Greening payments
and young farmer payments) were included in pillar I, which forced MSs to decide on total budgets and
specific implementation. Other flexible elements within pillar | were voluntary r{gents for natural
constraints and (rgcoupled payments for specific sensitive markets). MSs could also choose to
implement a simplified payment for small farmers. Flexibilities resulted in a substantial heterogeneity
within MSs (see Fig. 2.4.1 in secti®d.1), which might even affect the level playing field within the
common market.

Potential incoherences appeared during the €xdform 2013, when the EU commission reopened the
option to link parts of the direct payments to specific sectors. MSs couliieléo link up to 15% of the
national envelope (Pillar 1), in some cases even 25% to coupled payments. In consequence, the share of
payments coupled to production has increased after the -@%tm 2013 to 10% (4.8 bn. EUR) in 2015

(EU Commission 2015:9.Matthews 2015). With an increase of 3.2% in Pillar | (Matthews 2015), this
change marks a halt in the lotgrm downward trend of productiomistorting payments (OECD 2017:
p.103). The most important sectors and markets supported by the coupled paymentseef and veal,

dairy products, sheep and goat meat, fruits and vegetables, sugar, and pcove® Eig. 4.6.).

Share of total coupled support in the EU in 2015 (%)
45%

40% -

35% -

30%

25% -

20% -

15% -

10%

H H
N B B BB

Beef and veal Dairy products Sheep and goat Protein crops Fruit and Sugar Other sectors
meat vegetables

Share of the total coupled payments within the EU (%)
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Figure 4.6.1Share of total coupled support in the EU in 2015 (%). Source: EU Commission (2015: p.9).

The different levels of spedifcoupled support in the MS might affect the equal conditions of competition

GAOGKAY GKS 9! Qa 02YY2y YIN]JSG® h@SNIftx

G§KS O2dzLJ ¢

of a common market. This might especially affect the milk sector, which themtgh a crisis since the
price decrease in 2015/16s Matthews (2016) points on the incoherence within Pillar | through the case
of coupled payments in view of the milk market situation. Member States use part of the national
envelope to pay (re)coupiedirect payments for the milk sector, amounting to 830 Mio. EUR. In parallel,
the EUCommission has fimtroduced buying out of skimmed milk powder (SMP) and other dairy
products in July 2015. The amounts of SMP interventions since 2000 have shown pdriogs of

intervention, one of which currently undergoingig. 4.6.2.

Intervention Stocks for Skimmed Milk Powder (SMP) 2000-2017
Source. The Agriculture and Horticulture Development Board (AHDB) 2017

Inter
-

Figure 4.6.2Intervention Stocks for Skimmed Milk Powder (SMP) 2Z0m07. Source: The Agriculture and

Horticulture Development Board (Source: AHDB; 2017).

https://dairy.ahdb.org.uk/resourcesibrary/marketinformation/processingrade/intervention-stocks/#.WgXSPrYIx5M

The problem of the decreasing prices is parihkdd to the end of the milk quota in March 2015.
Decreasing demand from China and the trade embargo to Russia also added to this trend. The end
outcome is that coupled payments on the one hand provide income support to farmers and help farmers
to maintainproduction capacities, yet in parallel overproduction of milk (butter, skimmed milk powder)
has to be bought from the market by the EU Commission. Both measures are strongly incoherent, since

they achieve conflicting effects for the same policy field (lkaws 2016).
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4.6.4 Conditions for effective integration of CAP objectives

Existing scientific studies explain incoherences in the CAP mainly with strong opposing interests and a
missing specification of its objectives, resulting in diffuse and inefeegidlicy designs (Rutz et al. 2014).

The challenge of producing a coherent European CAP is shaped by existing power
constellations/asymmetries and discursive framing. Throughout its history, the CAP has changed and
expanded its objectives (e.g. Rietig, 20Persson et al. 2016; Holden et al. 2012, Feindt, 2010). For
example, Holden et al. (2012) identified and elaborated on an internal political discourse on the CAP
among sectoral Finish actors that widened from an initial focus on the farm economy tponate
2NBHFYAO FIENNAYI Ay GKS mMdbddpnad FyR NHzNIf fABSEtAK22R
aspects to be discussed. By contrast, they showed how environmental concerns in the external-i.e. non
CAP related Finish discourse have strprgilifted from water pollution in the 1980s to biodiversity and

rural issues in the 1990s and climate change, bioenergy, and life cycle analyses in the 2000s. Importantly,
they found that sustainable agriculture is a very vague and contested term andeméantal concerns

have only entered the external discourse on the CAP, after they had already been institutionalised in its
policies (Holden et al. 2012).

Studies connect incoherent CAP implementation with a missing operationalisation of objectives in
indicators and targets that define environmental, social and economic development in scales and
dimensions that are meaningful to different stakeholder groups (Rietig 2012, Persson et al. 2016). The
lack of clear evidence of benefits to biodiversity, uncetiaicaused by complex objectives avoiding a
clear coordination of biodiversity, climate, and other environmental concerns has been found to further
weaken the call for strengthened environmental measures in a coherent CAP (Persson et al., 2016;
Matthews, 2@3). Furthermore, they find that the growing complexity of CAP objectives requires more
careful identification of tradeoff. However, the CAP in its current form bears intransparent taifie

which cannot be exposed without proper indicators and esplciatlicatorsystems that unify different
aspects of the policy's objectives.

In the environmental context, the 2013 CAP reform has resulted in more complex structures with higher
administrative hurdles and costs, and limited effects (Persson et al.,52016 SQSNJ S It ® wn
Zinngrebe et al., 2017).

The CAP reform was conducted with the idea that status quo was unacceptable, negotiations were
initiated in private, the Commission acted as policy broker, and major conflicts were not only normative
(Nedergaard 2008, p. 183). Negotiations on environmental aspects, in particular, seem to have been
wrapped in conflicts on different normative perspectives. Environmental issues, such as biodiversity
conservation and climate change have entered the policyndgeof the CAP as response to
environmental obligations and international commitments, as well as public demand for public goods
(Zahrnt 2009), but their final design and implementation seems to have been conditioned by powerful,
often opposing interestsHeindt, 2010; Rietig, 2012, Rutz et al. 20RHwer struggles among interest
groups have compromised the outcomes, resulting in expensive, incoherent policy with little impact.

4.65 Bottom-up approaches to coherent policy implementation

As an alternativdand complementary) approach to adjustments in policy design, studies point to the
potential and challenge of bottorap approaches in integrating different CAP mechanisms and producing
local solutions to coherently implement different CAP objectives. lss@onse to the growing variety of
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ecosystem services provided by agricultural landscapes (Hauck et al., 2014), the concept -of multi
functionality has entered political objectives of the CAP (Erjavec et al. 2009). As a major challenge of
vertical integraton across political levels, the EU is required to produce a clear, manageable and
transparent framework policy, while at the same time leaving flexibility to local implementation taking

into account the strong variations in the ecological and secianormic contexts across Europe. Buizer et

al. (2016) suggest that local experiences demonstrate the potential of betfprimtegration to achieve
multi-functionality. Buizer et al. (2016) demonstrate how local pilot studies in the Netherlands have
provided newapproaches to multfunctional land uses based on local knowledge, offering a way out of

GKS &l INROdz dzZNBE OSNEdza y Il GdzNBEé¢ RAaO0O2dzNES 4 KAOK 3¢
EU levels.

Despite the initial approach of preventing agricméil intensification to produce ecological outcomes, the
O2yOSLIi 2F dqadzaldlAylrofS AyiSyarFaOrdAazyé AYa Fa A
(Garnett et al. 2013). While this concept has been proposed as a potential solution faotifiect

between agricultural intensification and environmental protection, it has also been criticised for the lack

of operational guidelines or sheeases of good implementation (Garnett et al. 2013)

As a specific challenge for vertical integration aitective implementation, the costffectiveness in

AECM requires a spatial coordination in order to achieve connectivity of habitats. Possible approaches are
strategic contracts with groups of farmers, linking the payments to ecological results or ratorgi

producing environmental contracts for coordinated AECM implementation (see overview in Hodge et al.,

2015). As successful national experience for environmental policy integration, national environmental
quality goals introduced clear targets for argc farming in Sweden. Persson et al. (2016) describe a
process, in which formal and informal think tanks evolved and the Federation of Swedish Farmers took
26YSNEKALI 2F (GKS LINPOS&a FyR OFYLIAIYSR F2NI 6S0O2YA

All thoselocal initiatives coordinating production of ecosystem services, the implementation of AECMs or

other landuses require an institutional setting that allows an inclusion of local knowledge and bagom
approaches in their implementation (Goldmann et 2007; Prager et al. 2012). Local initiatives require
OSNIFAY FtSEAOAfAGE F2NJ Ada AYLE SYSydD2iyNiNg f 8§ K ladi & i
requirements that have been connected to DP (Rietig 2013) and are rathelotep (Repohl et al. 2015)

The literature on green infrastructure (Gl) highlights the potential for the provision of ecological services

and connectivity in coordinating policy arrangements (e.g. CAP with regional planning processes) by
improving information flows and cooperatidretween actors and policy processes related to agricultural

land use (Llausas and Roe, 2012; Hauck et al. 2017; Schmidt & Hauck 2017). While Trinomics B.V. (2016)
state that Gl is already well integrated into the CAP, Repohl et al. (2015) find that #wtivdg of the

9dzNRP LISy DL &GN} GS3eé FyR GKS /1tQ& 3INBSYyAy3d YSI &dzN
implementation. Collective EFAs, one way mentioned to enhance connectivity at landscape level through

CAP instruments, have beenrarel A YL SYSY{iSR 6t SQSNJ SiéG Ffd wamtod |-
CAP implementation does not yet provide adequate support for collaborative approaches to policy
integration, it even produces obstacles to it (Leventon et al. 2017).
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4.7 Extenal Coherence

Key findings

Governing agricultural landscapes, the related humature interactions as well as related valy
chains and economic processes touches on a wide variety of EU policy fields and sectors. Cq
with some policies, producing synergistic effects, were found in policy areas with common int
such as Cohesion policy. Some coherence was also found in terms of objectives and instrume
CC) with Nitrateand waterframework directives, organi@afming as well as trade liberalisatiof
However, other areas with conflicting interests and obscure or split responsibilities, sugq
biodiversity conservation, nutrition and health, and the mitigation of GHG emissions from feed
production which show strong shortcomings and conflicts in both the alignment of their object
and their effective implementation. The absence of specific political targets and indicator
aspired outcomes and impacts within the dimension of sustainability, hindersduotting possible|
political adjustments and improving the transparency of synergies and-wéde

4.7.1 Trade policy and CAP

Question: Does the CAP support, complement, or conflict (witajle policyin terms of objectives and
implementation, and/or effects?

Relevant CAP objective8, 2010LINA 2 NA & HZ aKIFNXY2§¥ R2 8 RSOSH 2 NIMS Y6 S
TFEU).

Relevant SDGY, 2, 8, 12, 13, 15.

Relevant policies in the EUrrade Policy

Number of publications scanned publications

Throughout the history of the CAP, European agricultural policy has been criticized foirlo@hgrent
withthe L2 f AGAOIf 202SOGAGS 2F |y WKasNY 3tyiddandaiicleRr860S t 2 LIY
TFEU (see also Tangermann & von Crafraarbadel 2013). Beside the internal pressure from escalating
budgetary costs, the external pressufieom GATT/WTO negotiations and political commitments on
agriculture played a crucial role in shaping past CAP reforms (Kibyigka 2016; Daugbjerg & Swinbank
2011). With the enforcement of the WTO Agreement on Agriculture in 1995, common rules for
agricultural trade were established. Additionally, constraints for domestic support were introduced to
limit the use of measures that directly affect production decisions and distort trade. Until the early 1990s,
the CAP supported farmers by keeping domesticgs above world markets at politically fixed levels. As a
result,supply in the EU was greater than the demafgabnflict with SDG 12) and the surplus was released
on world markets through public intervention and export refunds (Hodge et al. 2015). yEésrswas
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strongly criticised for its distortive effects on world markets and the negative effect on countries outside
the EU (Boysen et al. 2016; Urban et al. 2016; Matthews 2008). The first step towards a greater market
orientation was achieved by the M8harry reform in 1992 and strengthened by following reforms. As a
result, public intervention was lowered to a safatgt level and direct support was mostly decoupled
from production.

During the last reforms (MacSharry, Agenda 2000 and Fisaflenm), the EU has decreased the
intervention price for different products. Following the GAagreement, tariffs have also been lowered.

As a consequence, for many products the EU prices are more closely following world market prices, which
is for most commodiéis above the intervention price (ségg. 4.3.11wheat prices in the EU and on the
world market). Hence, the intervention price system was practically phased out for many commodities
but remains as a safetyet for some specific markefS Exportrefunds vere successively reduced which

was also favoured by higher world market prices (Matthews 2010). Thus, as the EU reduced the
distortions through public intervention, tariffs and export subsidies, the overall distortive impacts of the
CAP on world markets alal be significantly reduced which improved the coherence between trade policy
and CAP (Tangermann & von CraAi@ubadel 2013: 229).

Other market barriers and ecological footprints of European consumption, trade policy and growing
imports, however, prodce negative impacts and stromfallenges in thejuest of reaching the SDGs in
those countries(particularly SDGs 1,2,8, 13, and 15) and producing coherent policies for development
(see section on PCD below). For instance, growing trade with agricufitodlicts incentivised by
European Consumption, the resulting ecological footprint and impacts on developing countries point to
the interdependencies of related policy sectors, such as agriculture, trade, development cooperation, and
environment (please sesection on international impacts below for more detailed information).

4.7.2 CAP and Conservation policies

Question: Does the CAP support, complement, or conflict (witiohservation policiesn terms of

objectives and implementation, and/or effects?

Rdevant CAP objective2010LINA 2 NA i& b2d W o6da{daAadGFAYlIofS YFIylF3aSYS
FOGAZ2YLWIE2NMNAME b2d o 06G. FfFyOSR GSNNAG2NAIFf RS@GSt 2
Relevant SDG45 (Life on Land).

Relevant policies Birds and Habitats Directive, Higersity Strategy, and the national conservation
regulations within the EU. Beyond the EU: CBD

Number of publications scanne®4 publications

The integration of agricultural ancbnservationinterests/objectives into a coherent policy mix on the EU
leve remains a major challenge. Besides conservation instruments within the CAP (e.g. AECM since 1992
or Greening since 2014), a variety of conservation policies are being implemented on agricultural

?® There is one main exception from this development, which is the-mmélfket, where the EU
Commission phased out production quotas in March 2015. Following a two years price decrease, the EU
Commission réntroduced the intervention for miljpowderin 2015 in order to stabilize the prices.
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landscapes across the EU. As the main conservation potitiése EU level, the EU Birds Directive
O5ANBOGADGS Thknnpk 99/ 0 YR GKS 9! 1 FroAGrda 5ANBOI.
objectives2 ¥ (1 KSaS RANBOUOAGSA FINBE LRGSYUGAlIffteé O2KSNBy
practicesand conservation. Potential conflicts arise, however, from the potential intensificatipport

by Pillar I and the missing recognition of biodiversity supporting setuiral habitats as eligible for DP

(Milieu et al. 2016). Literature points to conficof CAP measures with the Habitats Directive (Dobrev et

al. 2014, Forster et al. 2008, Burrascano et al. 2016). These conflicts rise from the conversion of grasslands

to arable land incentivised by direct payments per area (Dobrev et al. 2014, Férsle2608) or, more
surprisingly, support for afforestation (Burrascano et al. 2016). In this latter case, it was shown that the
afforestation of grassland at EU level may harm grassland biodiversity, hence conflicting with the habitats
directive. While tle value of HNVF for supporting biodiversity has been demonstrated (Keenleyside et al.
2014; Oppermann et al. 2012), HNVF has not been coherently defined, mapped and supported by CAP
instruments across the EU landscape. Mismatches and overlaps in defnitimtruments, labels and

spatial locality between HNV, organic farming and Natura 2000 impede synergetic implementation with

the Nature Directives.

With GAEC and SMR requirements of cias®pliance, and part of the available greening and AECM
measuresthe CAP has moriastruments to support biodiversity than to threaten it (Milieu et al. 2016).
Crosscompliance conditions CAP payments on the compliance with Natura 2000 sites (EC, 20113;, pp. 2
Articles 4,9). Lakner & Kleinknecht (2012) have showhage-environmental payments of Pillar 1l in the
German federal state of Saxony support the development of management plans as part of the
implementation of the habitat regulation. The authors also point out, that this effect is strongly
influenced by thespecific regional implementation within the federal state. Further, the Agenda 2000
reform introduced secalled Art. 16 measures which allowed for farmers (for a limited time period) to
apply for AEMs in Natura000 designated areas (Laschewski et al0420This was meant to be a way to

1) win farmers to accept restrictions induced by Natura 2000, and 2) to increase compliance of farmers
with this regulation. The coherence of AECM and EFA with the Habitats and Birds Directive is mainly
determined by thetype of measures chosen by national governments, and how farmers implement them
(Milieu et al. 2016).

Recent studies on th@npacts of the Natura 2000 system however indicate that there are still 50%
species and 80% habitat types with unfavourable condgenvastatus (EEA, 2015). Weak incentives and
enforcement procedures of crogompliance have revealed little evidence for benefits to biodiversity
(Milieu, 2016). Financing modalities for Natura 2000 activities are provided in the frame of EAFRD support
ofiKS /1tQa tAffFNILL 6YSlGiddzySy SiG Ftfd wanmnod ! 002
Mio. EUR p.a. (incl. national-fending) are spent within the RDPs 26A@20, which is just about 0.5% of

the total RDFbudget. 18 of 28 MS offer theption of funding Natura 2000 policies within RDP, however
often with comparatively low amounts: Just 8 of 18 MS spend more than 1% of their totddURIDE on

Natura 2000 (own calculations based on EU Commission 2014). Overall, a funding cRénlyf 18P

funds to Natura 2000 sites is complemented with insufficiencies in monitoring and site designation
(Hodge et al. 2015, Kettunen et al. 2011). In order to increase coherence and to improve the cost
effectiveness of Natura sites, Santana et al. (2018pmemend to better coordinate the policies while
strengthening the focus on local biodiversity needs and flagship species. Overall, there is not only a need
to compare costeffectiveness of individual conservation policies within and outside of the CARJdout

to find studies to assess their joint performance.
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found to actively weakening the policy design of environmental measures (Hodge et alEz@i/gc and

Erjavec, 2015). The absence of clear environmental targets was found to further weakening the process of
integrating conservation into the CAP (Hilden et al. 2012). For instance, Batary et al. (2015) show a higher
costeffectiveness for conseivg meadow birds in protected areas than through meadow bird AEM
schemes. Thus, the low cesffectiveness of greening and AEMs in current policy designs (see
effectiveness section above) puts in question the capacity of CAP in ensuring biodiversity aibmseén

agricultural landscapes. Alarming trends that fail international and national biodiversity targets therefore

call for costeffective packages of conservation policies while reducing harmful subsidies.

4.7.3 CAP and Climate policy

Question:Does he CAP support, complement, or conflict (withjnate policyin terms of objectives and
implementation, and/or effects?

Relevant CAP objective8, 20106priority 2

Relevant SDGs7, 12, 13

Relevant policies in the EUWEuropean Climate Change ProgrammeC{EClimate strategy, Kyoto protocol,
LULUCF proposal)

Number of publications scanne® publications

Political commitments on combattingimate changehave entered the CAP discourse. Particularly the
Cardiff process and Agenda 2000 reforms were idedtifas turning points in climate integration in
agricultural policy (Matthews, 2013; Hodge, 2015; Rietig, 2012). In 2000, the EU initiated its European
Climate Change Programme (ECCP) for the period from-20@0 aiming at a 8% reduction of
greenhouse gase(GHG) by 2012 (compared to 1990 levels). In the context of the Kyoto protocol, this has
developed into much more ambitious targets of a 20% reduction till 2020, a 40% reduction till 2030 and a
80% reduction till 2050EU Commission, 2016).

Not being pat of the European Emissions Trading Scheme, the CAP is the primary policy instrument for
implementing climate policies in the agricultural sector. The CAP defines both greening measures in Pillar |

and AECMs in Pillar Il as mechanisms to incentivise fgiicdzNJ f LINJF OG A OS& GKIF G | NX
Ot AYIFGS FTYR (KS SY@ANRBYYSyGé 09! [/ 2YYAAaA2Yy HamoY
much importance in the objectives formulated for the operational instruments of the CAP (Rietig, 2016),

no significant contribution of the CAP to GHG reductions could be found (see section 4.4.1). While
emission reduction before 2005 were explained with economic decline in the 1990s in Eastern Europe,

herd size reduction and -fertilizer reduction, no further at reductions could be observed after 2005

(EEA 2017). The reduction offdttilizer as a consequence of the Nitrate directive required for Cross
Compliance indicates synergies in combating water pollution and climate change.

An important part of emissits occurs outside the EU through forest clearing for feedstock production
(see PCD section on importing biocapacity below). At the same time, the EU supports programs under
REDD+ (Reducing emissions from deforestation and degradation) that grant incémtimeeduction of

GHG emissions from land use change in the tropics (e.g. www.euredd.efi.int). The fact that feedstock
import as an important cause of deforestation is not addressed under agricultural policies shows a lack of
coherence between climate fioy and the latter.
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As further drawback, Burrascano et al. (2016) point to the treafés with other environmental objectives
including biodiversity conservation as a result of a stronger emphasis on climate mitigation. Instead,
scholars emphasise the famtial of incentivising a variety of ecosystem services as environmental
outcomes instead of fixed activities to integrate climate and biodiversity objectives in multifunctional

F ANR Odzf GdzNIF £ fF yYRAOFLIS& 6. dzNNJI adBlativepropfosal tb ihtayrate n mc T |

greenhouse gas emissions and removals from land use, lan@ sk y IS | yR FT2NBad NE ¢
summarises the limited potential for climate integration in agriculture as follows (EU Commission, 2016:
article 5):

& ¢ K Gropean Council of 234 October 2014 also acknowledged the multiple objectives of the
agriculture and land use sector, with their lower mitigation potential as well as the need to ensure
coherence between the Union food security and climate change oBjé&t ¢ @

Hart et al. (2017) showed that, in comparison to other sectors, even after the Paris conference in 2015,
GGKSNBE NBYlFAya y2 OfSINI RSOFNb2yAaldAz2zy | 3SyRI
sector at EU level".

notT on /!t sCoffeRionpdi&s 9! Q

Question: Does the CAP support, complement, or conflict (witbhesionpolicyin terms of objectives
and implementation, and/or effects?

Relevant CAP objective@010LINA 2 NA G& o o W. I f I YyYOSR GSNNAG2NRI €
Relevant SDGY, 8

Rdevant policies in the EUU EU's cohesion policy

Number of publications scannea publications
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development in most deprived areas, especially wherallmbby groups block developments and where

the absence of local institutional structures and conditions limits the effective implementation of other
regional policies. It can be complemented with spatitdigeted bottomup policies in order to further
increase regional growth. Hansen and Herrmann (2012) find positive trends for cohesion both spatially
(e.g. across German federal states) and convergence over time for the period2@991For the first
dimension (across regions), they identify decreasegjonal disparities within the agricultural sector and

for society as a whole. In the second dimension, they also detect a positive influence over time within the
agricultural sector, but no economic cohesion for society as a whole.

Furthermore, the posive effect for cohesion can only be supported when calculated per farm, but not if
calculated per hectare. In case of a CAP reform that would further condition direct payments to societal
services or shift payments to Pillar Il measures, it will dependppropriate economic measures to
particularly compensate small farmers for possible/potential income losses (Jitea et al. 2011).

Further studies will need to differentiate the effects of the CAP from general structural developments.
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4.7.5Water and soiland Integrated Pest Management

Question: Does the CAP support, complement, or conflict (wikgter and soil policyin terms of
objectives and implementation, and/or effects?

Relevant CAP objective010-priority 2

Relevant SDG&

Relevant policies intte EUWater Framework Directive (WFD), Nitrate Directive Floods Directive
Number of publications scanned® publications

Potential synergies of the EU water policy objectives and the CAP are limited by the weak design of CAP
regulations The European @a of Auditors (2014) concludes that the two main @ARted
instruments, Cross Compliance and AECMs, have been conducive, yet largely insufficient. Cross
Compliance, for example, does not include several important wadéated issues like the use of
phosphorus in agriculture and the application of pesticides in the immediate vicinity of water bodies; as
GAEC standards do only require national standards, no further water improvements are achieved,
particularly in countries with weak water policies (Ewwap Court of Editors, 2014). Opposingth®

G L2t f dzi SNJI Lgenalies df DI cgrSist bfifeButed payments and do not imply further liabilities.
The effects of AECMs have been assessed as insufficient in addressingelattn problems and their
underlying causes (European Court of Auditors, 2014). Further complementarities between the WFD and
the CAP have been undermined by delays in the implementation of the WFD, a low level of capacity and
coordination in providingargeted and coherent monitoring and evaluation processes for the two policies
(European Court of Auditors, 2014).

Existing evaluation points to an increased coherence of the CAP with the objective of groundwater
protection. Giordano et al. (2014) arguesathincreasing subsidies due to recent CAP reforms support
farmers in purchasing processed water for irrigation instead of ground water. Opposing this tendency, the
authors point to the risk that a scarcity of available water from collective irrigatioresysstelated to
climatechange induced droughts and limited technological capacities for water storage and treatment
might limit this synergy. In the implementation of water related directives (e.g. WFD, Nitrate Directive), a
strong and effective reductionf some critical aspects (e.g. ammonia concentration) is contrasted with
low advances in others (e.g. diffuse pollution with nitrogen from agricultural production), while unequally
distributing costs and benefits across farmers (van Grinsven et al. 20&6).Grinsven et al. (2016)
identify the potential of better targeted financial compensation schemes for farmers to reduce their
emission levels or local cooperation for compensating affected farmers. Here, other studies shed light on
the potential of volutary cooperative agreements (CAs) between water companies, farmers, and
authorities to find site specific, cosffective solutions for improved water quality and Cross Compliance
with water regulations (Heinz, 2008). Apart from compensation paymentsnipiementing certain
farming practices, the agreements often include the provision of free (agricultural) advisory services,
investment aids (e.g. for enlarging storage capacities for 4$igmd manure and improving spreading
practices), and monitoring dof & YR ¢l GSNER® Ly Yz2aid OFrasSasxs GKS f A:
suppliers and is either directly paid by them to the farmers, or via AECM (Heinz, 2003).

With respect topesticides Urruty et al. (2016) demonstrate how the CAP can influenegativpesticide
use at national level through its effects on lanse (see section 4.2.1). European policy on pesticides aims
to reduce overall pesticide use through the mandatory application of the principles of Integrated Pest
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Management (IPM), as enactehrough National Action Plans (see section 4.2.3). Many IPM measures,
such as crop diversification or field margin management to encourage beneficial organisms, can be
directly supported by the CAP through AECM greening, and/or cross compliance me@kusgghere is
potential for and indications of an increasing coherence between the CAP and EU pesticides policy, but
implications of the CAP on overall pesticide use through its effects on crop choices (Urruty et al 2016)
must also be taken into account.

Additional synergies arise since most soil and water protection measures within AECMs are designed to
reduce soil erosion and nitrate leaching and to foster climate policiesa productionfriendly way as

they decrease GHG emissions without loss of gtiefnl. For example, undersown spring cereals support
decreased inputs and emissions per unit of crop yield. The most effective AECM options with respect to
soil and water protection identified are already included in the proposed EFA options. Thesesoption
receive a lower priority (i.e. low weighting factors; Warner et al. 2017), but cover a large share of area (EC
2016). It is important to highlight that there is not yet an EU legislation on soil protection in place with a
Soil Framework Directive beinggotiated since 2006 (Henricksen et al. 2016).
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Figure 4.7.10verall index of pesticide use in France, showing a clear effect of the Cagrdsgbolicy from 1992998.
Source: Urruty et al (2016).

4.7.6 Coherence with Health and Nutrition

Question: Does the CAP support, complement, or conflict (witiealth and nutrition policyin terms of
objectives and implementation, and/or effects?

Relevant CAP objectiveabne

Relevant SDG(s} and 12, as well as indirectly 6 and 15

Relevant EU policieSustainale Use of Pesticides Directive (Directive 2009/128/EC)

Number of publications scanned publications
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Structural differences in legal mandate, available policy instruments and target groups are adding to the
uncertain relation between CAP and the polf@id of nutrition and health (Walls et al. 2016). While

F ANR Odzf G dzNJ f L2t A0 LINAYINAREtE F20dzaSa 2y LINRRdzOG
O2YLISGSYyO0SQ (GKFG A& &adzZll2aSR (G2 F20dza 2y NBaAaSH NOKZ
consumers (demand side). Especially In the absence of one consistent food policy in the EU, the CAP has a
role in affecting both consumption and production, and the provision of healthy food to consumers. This
gStft Aa NBTE SO SR k of ghe EosdScham (BT 2018) AwhighSeapéicitly/ p&irgsCio the
importance of incorporating the concerns of public health and healthy consumption into all policies

related to the food chain, particularly the CAP with CC and AECM being central instrumettiis for

purpose.

Internal and external experts of the EU policy process identify clear guidelines on healthy diets provided
by the World Health Organisation (WHO) and other international organisations and a clarifying political
debate with extended civil sty engagement on the legal mandate and competencies of the EU in
incentivising the production of healthy foods or the provision of healthy products by the food industry as
possible factors to stronger integrate health concerns into agricultural policglig\Wét al. 2016).
Matthews (2017) shows that direct payments represent a much larger share of the income of livestock
farms in comparison to other sectors, which can be considered a hidden subsidy for animal products. The
CAP supporterganic farmingas vell (see respective section). Michelsen (2009) found a correlation of
national financial support for organic agriculture and the level of political conflict at the time the country
SYGSNBR GKS 9! Qa /!t YSOKIYAAYD Sndyare chudmey BitNR = & dzC
truly low conflict and stronger financial support, but have nonetheless not managed to transform organic
agriculture in more than a marginal activity (Michelsen, 2009).

To date, the CAP (and other policies) do not manage to airthe demand for healthy nutrition with
production; neither does the CAP favour the production of healthy food in its support scheme.

4.7.7 Policy Coherence for Development and Impacts on Developing Countries

Question:aLa GKS /!t O2 whedive/af Policy CoRerefick Br Devel@p@ent (PCD) and a
harmonious development of world trade, taking into account economic impacts on other countries and

GKS SEGSNYyLFEATLFGARZY 2F SY@BANRYYSyGlt AYLI OGa 2dzi 2
Relevant CAP objectivedhe key comniinent of the EU for the policy coherence for development is

a0 0SR Ay G(GKS WOMNRLISIY /2yaSyadzaQ 69! [/ 2YYAAaA2Y3
the least developed and otherlevy 02 YS O2dzy i NA Sa o[ L/ & (e83ajyrictlireh Of S w7
and rural development are seen to be key elements of poverty reduction. At the same time the EU should
NBaLISOl GiKS-2®aBVa&deoRRIBSORS yoov YR (KS daLINRBGSC
included in all policies (articlellp 0 @ ! RRAGA2y+Fff&%X Ay (GKS O2yGSEG 27
L2t AOASAZT ¢C9! hanioiodd dSvelepment ofivibiidiréda I BK S yWw 26 2SOGA @S
trade policies. According to Boysen et al. (2016, p.2) the PCD retiies 9! (2 O2y amRSNJ (KA
all policies that it implements which are likely to affect developing countries, and that these policies
aK2dz R adzLll2 NI RS@St2LIVSyid 202S8S00A0Sa 6KSNB LIR2&aaAro
Relevant SDGsl, 2,8,10 12, 13 and 15.

Relevant policies ithe EU Policy Coherence for Development

Number of publications scanne®8 publications
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Given the complexity of the topic, we divide it into the following $ojpics: 1) Subsidies, market
distortion and impacts on developing countries and global maké&) Trade barriers and trade
partnerships; and 3) The CAP impact on the ecological footprint.

Key findings

Policy Coherence for Development (PCD) as well as WTO agreements require the CAP to co
impacts on international markets and (susiable) development in other countries, where E
consumption and production has soegonomic and ecological impacts (cf. footprint). Abolish
export subsidies and reducing the distortive effect of domestic support to European farmers h
to a greaer market orientation, but with mixed effects. Competitive, middieome countries are thg
YIAY O0SYSTAOAINRSE FTNRBY GKS fAOSNIfAALFGAZY]
special trade preferences and agreements with poorer countisference erosion and marke
barriers result also from high producind productionstandards but these extend beyond the CA
e.g. require mechanisms such as Economic Partnership Agreements (EPASs) or support for
building.

Increasing Europeanethands for feed supplies, bioenergy, meat and other agricultural products
have significant ecological impacts in countries outside the EU, leading to habitat loss, sh
forests as carbon sinks, declines of biodiversity and ecosystem servicesihamndenvironmental
threats, including enhanced vulnerability of populations to environmental risks. The CAP here
coherent policy mix which would acknowledge, identify, and address #a@lef & (2 NB
global ecological footprint and hefor countries meet the SDGs.

4.7.7.1 Developing countries and global markets

Before successive reforms, the EU used a number of policy instruments which aimed at supporting market
prices (e.g. import tariffs, export subsidies and market intervention) and were categorized as being
distortive to trade (Mittenzwei et al. 2014; Matthews 2008; Josling & Tangermann 1999). According to the
Agreement on Agriculture and further WTO commitment®, ®ere transformed to be decoupled from
LINE RdzOG A 2y (0 2 * regpiriients AddiBoSally, the2EE) @greed on limiting the use of export
refunds (Figure 4.2) whichwere strongly criticised due to their price dumping effects. However, one
must ackiowledge that the consequences of low food prices for developing countries are not uniform: On
the one hand consumer in néporting countries can potentially benefit from low food prices (at least in

% Due to the AoA domestic support measures were placed into three boxes with respect to their
distortionary effect on internatiQnaI production and trade. As defined in Annex 2 of the Agricultural
|l AINBSYSWBSYyKS 28 AyOf dzRSa YSIFadaNBa gAGK y2 2N YAYA
market price support (WTO 2002).
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the short run), while on the other hand low prices négely affect producers in ne¢xporting countries
(Boysen et al. 2016; Urban et al. 2016; Swinnen & Squicciarini 2012; Swinnen 2011; Bureau & Gohin 2009;
Matthews 2®8). Cantore et al. (2011) nothat differences of winners and loser among and within
countries require coherence analyses to consider more than country averages, as often done in
equilibrium models of most studies.
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Figure 4.7.2Export subsidies for agricultural products paid by the European Unior2Dd95 Source: own presentation,
basedon database of the World Trade Organization (2017).

Besides the effect of price support measures on price levels, there is also a risk for increasing volatility on
international markets. A reduction of direct price support measures in past reforms wastegpo have

a positive impact on international market stability and price volatility (e.g. Pingingersen 2013;
Swinnen et al. 2013; Tangermann 2011; von Ledebur & Schmitz 2012; Rudloff 2009; Matthews 2008;
Tyers & Anderson 1992). However, to our kienige there is no empirical research yet on these effects.

Recent reforms of decoupling DP had the objective to reduce market and trade distortions. Mittenzwei et
al. (2014) found only minor distortive effects on production and trade of support measucer tine

green box scheme. Modellings from Gohin & Latruffe (2006) show that both fully or partially decoupled
payments have limited distortionary effects on production and trade. Urban et al. (2016) found that
decoupling in general reduces the distortivifeet but the assumed degree of decoupling plays a crucial
role for the outcome of the modelling. A case study modelling the impact of removing all CAP support,
including import tariffs and export subsidies on the economy in Uganda, found marginal gositacts

GKS O2dzyiNERQa D5t oO0bndno>0 FYyR AGa AYRAOFG2NR 27

be overestimated and suffer from strong methodological and theoretical challenges (Boysen et al. 2016).

With regard to decoupled payments MK Sga owHnny > Llibés highyNdBkélgaradthe (0 K+

payment of such large sums to farmers makes absolutely no difference to their production decisions
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access opportunities for developing countries and reduced market distortions, thereby progressively
NERdzOAY3 /!t AYLIOG 2y (GKS GNIRS IyYyR RS@Sf 2LIYSy
Commission 2013, p.105).

4.7.7.2 Trade barriers and &de partnerships

Even though the nature of trade barriers has changed and reducing important border measures has
significantly reduced agricultural protectionism in the EU, there are still significant hurdles to market
access of developing countries. Aseoaffect of a liberalised CAP, preferential trade conditions for
RSOSt2LIAY3I O2dzyiNASa f24S GKSANI OFfdz2ST 6KAOK A& R
overview of past and current trade regimes). As an example, preferential trade ragnte were

estimated to support agricultural exports from African sith K| NIy O2dzy i NAS& 6A 0K ¢
(Perez and Jallab, 2009 in Desta and MacMahon, 2015). Different preferential trade schemes, such as
Generalised Scheme of Preferences (GSBR+ and Everything but Arms initiative (EBA) accounted for
4.18%, 0.468% and 0.4846 of total EU imports, respectively (Carbone and Keijzer, 2016). As channeling
commodities through this preferential market access produces an additional income for ¢baesties

(rent), these preferential trade agreements were found to function as indirect development aid for
partner countries (Milner et al. 2009). Accordingly, the poorest countries lose with preference erosion,
while other countries that had been excld from preferential trade access (e.g. Brazil, Argentina,
Uruguay, Thailand, China), benefit (Matthews, 2008).
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Figure 4.7.3The new trade agreements with African countries 2008 and 2014. Source: European Centre for Development
Policy Management (2015)

As a new instrument for agricultural trade, Economic Partnership Agreements (EPAs) should facilitate
market access for poor countries. While EPAs were meant to be finalized by 2008, in 2015 there was only
one agreement signed defining duty and quota @gnents for rice and sugar for CARIFORUM couftries
(Desta and McMahon, 2015). In their analysis of preferential trade agreements, Desta and McMahon
(2015) found a frequent exclusion of CAP products from preferential schemes, whereas typically tropical
products, such as cocoa, coffee and tobacco are easily introduced and receive most of their added value
within the EU.

Sanitary and phytosanitary standards, Technical Barriers to Trade (TBT Agreement) and private
certification standards are particularly chalging for small and subsistence farmers in developing
countries that do not have the capacity to meet these standards (Desta and McMahon 2015, Matthews
2011, 2008). Desta and McMahon (2015) conclude that these standards pose new market barriers to the
Eurgpean market, after liberalizing the CAP through market reforms. Winners of trade liberalisation are
mainly middleincome countries with strong agricultural production while the vulnerable population in

low-income countries does not benefit (Matthews, 2008)

3115 member countries of the Caribbean community and the Dominican Republic
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As the above findings display, a market orientation of the CAP alone does not guarantee market access
and benefits to poor countries, neither for poor farmers therein. As an important component of the policy
mix, it was proposed that development aid che used to support the less competitive countries and
support the capacity building to comply with standards in the EU (Matthews, 2008, 2011). These market
barriers are still obstacles for developing countries to develop their economic potential and3eéah 1,

2 and 8.

4.7.7.3 Ecological footprint

Although largely ignored by the PCD literature, the CAP and its context of European agricultural
production and consumption patterns have a strong ecological and -sgoiogical impact on other
countries (figire 4.7.4). In a global perspectivegad dzi A Y S & &cerfarip ofdzdridattuiak production

and consumption patterns projects the global biocapacity required for cropland production to increase by
60 % from 2002 to 2050, which will further be strengtedrby demands for bioenergy and other biomass

for industrial uses (Kitzes et al. 2008).
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Figure 4.7.4TheTop Imageshows the territorial size in proportion to its share of the global footprint as a measure of for
the consumption of natural resources carenvironmental pollution. Th&ottom Image shows the territorial size in
proportion to the nationally available biocapacity, measuring biologically productive land including cropland, pasture,
fisheries and forests. You can find a global map with prapuatidimensions in the lower left corner for comparison. (Taken
from EEA, 2007, based on data from WWF, 2006).

Contradicting the theory of the Kuznetz curve, recent projections predict that developing countries will
not reduce their ecological footprint bwvill be locked into their role of biocapacity providers for growing
consumption in the political north, including Europe (Asici and Acar, 2016, Mills and Waite, 2009, Teixido
Figueras and Duro, 2014).
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Particularly livestock production in Europe depewndsfeed imports (e.g. Antonelli 2015). Free import of
oilseeds in combination with subsidies for animal production was found to incentivize the import of
virtual land since the 1960s (Khatun 2012). Virtual land for European animal feed is predominantly
provided by South American countries leading to deforestation, mainly in Brazil, associated to loss of
biodiversity and ecosystem services as well as GHG emissions (Boerema et al. 2016, Khatun 2012). Von
Witzke & Noleppa (2010) report an increasing net impaoitvirtual land, reaching some 35 million
hectares in 2007/08. Also Serrano (2012) projects that the latest CAP reforms together with trade
liberalization will further increase this phenomenon. Removal of subsidies and trade liberalization on the
other hand lead to increased import of animal products (mainly beef) from developing countries with
even worse environmental consequences, due to lower efficiency of beef production in the tropics
(Antonelli et al. 2015, Verburg et al. 2012).

Zahrnt (2011) highdhts the role of the world market as a buffer, helping the global South to adapt to
disastrous climatic events such as droughts in specific parts of the world by securing food supply from
other regions (Zahrnt 2011). Also EU biofuel policies have beennstwdrive landuse change outside

the EU (Miyake et al. 2012). Although biofuel production is a lucrative market for biofuel exporters, it has
been reported for causing (violent) social conflicts in the global South (Ide and Selbmann, 2016).
However, a sbnger competition for agricultural land leads to higher food prices (Matthews, 2008). Land
uses and prices as well as ecological footprints point to the interdependencies (and incoherences) of
biofuel policies and the CAP objectives of affordable foodsarsthinable production.

Based on marketodels, Pelikan et al. (2015) find that a possible increase of EFA (Greening measure
under pillar 1) in the EU may lead to increased land use outside the EU causing GHG emissions of 21 tons
CO2e (yet this is undehé assumption that 7% of arable farm land would be converted away from
production and devoted to EFAs, whereas the literature indicates little-lessedchange and registration

mostly of productive options as EFA). Also other measures fostering envirorinemtefits that may

reduce productivity in the EU could have similar effects elsewhere (von Witzke & Noleppa 2016).

EU policies on genetically modified organisms (GMOs) and pesticides impact areas outside the EU as well.
Masip et al. (2013) point out thaturrent policies are paradoxical, since use of GMOs and pesticides are
handled for cultivation in the EU rather than for import, leading to lower productivity with possible effects

on land use and use of GMOs/pesticides elsewhere.

These findings and otlng, as pointed by various authors, illustrate that production and consumption
patterns in a global economy are coupled and require systemic analyses in order to track impacts and
enable sustainable development of agricultural production and land usel(e.gt al. 2015; Lenschow et

al. 2016, Watkins et al., 2016). Answers to those question will determine pathways to reaching SDG 1, 2,
8, 13 and 15, and particularly exposing traufés between the targets that are currently not transparent
enough.

4.8 Rekvance

Questions Is the CAP relevant in terms of a) its different objectives, b) the needs, priorities and
challenges perceived by EU citizens, farmers and policy makers, and c) the use of relevant knowledge,
including monitoring and evaluation?

RelevantCAP objectivesall
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Relevant SDGll
Number of publications usedd4 publications

Key findings

¢KS /1tga 202SO0A@®Sa IINB y2 f2y3aSNI NBtSI!
2dziRI SR a dKS& KIF@S t+rNBSté 0SSy | OKAS@S
reflectcurSy & 1 S& OKIFffSy3aSa o0aXNBlIazylofS LINRAOSY
were added in 2010 to the original constitutional objectives defined in 1962. Additional objective
also mentioned in official EU documents such as the handbao®AP monitoring. This multitude ¢
202S00A0PSa O2yUNROdziSa G2 GKS /!'tQa 202S0(
share of the CAP budget is not sufficiently grounded in CAP objectives. There is insufficient e
that DP suppair G KS 2062SO0AQGS 2F a@AlofS F22R LINEH
are considered relevant, both in the literature and by the public, but they remain insuffici¢
addressed.

The public's priorities for agriculture differ from the CAPegkiyes. The Eurobarometer evaluation
HAaMp O0a9dzNRLISEFY &S ! ANRKROdz GdzNB FyR GKS /1t ¢
FYR {AYLXAFE@AY3 (GKS /1té0 aKz2gSR GKIG O2ya
quantity, the sate of the environment and farm animal welfare. Farmers seem to share most of {
views, although they also prioritize farmer's standard of living. Interestingly, both farmers and
citizens would favour investments in rural development over direzyrpents to secure farmers
standard of living. Two independent Eurobarometer surveys showed that societal acceptance
CAP as a whole has seen a recent erosion.

The use of available knowledge into the CAP's monitoring and evaluation framework hagyre
increased but important deficiencies persist. For instance, a baseline evaluation and re
indicators are still missing to evaluate the contribution of DP to farm income while DP represe
CAP's largest budget. Current indicators on bioditieiend climate are insufficient to evaluate ho
they are influenced by the CAP. The vast knowledge available on possible ways to improvg
SYGANRBYYSyYy(lf LISNF2NXYIyOS INB y2i &adzZFFAOAY
instance, there s still no uptake of knowledge on GHG sources in the design of climate ck
mitigation measures, and no uptake of the vast experience from AECM in the design of gr
measures.

4.8.1 Relevance of the CAP's objectives

4.8.1.1 Relevance of the original TFEU objectives prior to 2010

5SALIAGS ASOSNIf NBF2NNXaZ (&S y/AISIRO&A AYIOBS (11KSHh /2 da DAO(
1962 The TFEU objectives wererrhulated in a postwar context when food security was still a

prominent issue in Europdatthews 2017, Zahrnt 2011, von Cramdaubadel 2017).

The CAPobjective of increasing agridtural productivity (39a) can be considered fulfilled and thus
outdated. This objective originally aimed at ensuring food security and has been achieved during the first
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1980s. The MacSharry reform (1992) and the Fischler reform (2005) addressed this overproduction issue
and the distortive effect of the CAP was reduced to a large extent. This objective is considered as not
relevant anymore in the EU (ZahrB011 and Matthews 2017), there is no need to stimulate higher
agricultural production in Europe (Tangermann 2011). It is currently more relevant to find the right
balance between productivity and other objectives such as environmental protection (Tange2@ah).

New measures that reduce péectare output (see sections on organic farming or Greening, for example)
partially correspond to this shift in priorities. To go further, agricultural productivity should be defined in a
way that includes nomarket autputs such as environmental goods and cultural amenities (von Cramon
Taubadel 2017).

The relevance of the CAP objective of ensuring a fair standard of living (39b) is nilxethy, it is often
argued that the agricultural sector is associated with lomeoimes, higher risk exposure (Severini et al.
2015; seealso section 4.3.2) and therefotewer attractiveness and stronger decline in employment (EU
Commission 2013). These facts suggest that objective 39b is still relevant. The literature is howeakr crit
about whether the CAP is taking relevant measures to achieve this objective. Direct payments have a clear
positive effect on farm income and maintenance of agricultural jobs, but they are found to be inefficient
and inequitable (e.g. Matthews 2017,essection 4.3.2). Moreover, income support is likely to enhance
the standard of living in contexts where the standard of living is less than fair without such subsidies. As a
result, income support may be a question of social policy rather than agricitare Cramorlaubadel

2017 and Matthew¥). Finally, objectives 39a and 39b can be considered as potentially contradictory
according to economic theory. Objective 39a aims to increase productivity, especially the partial
productivity of labour whereas objécA @S o ¢ 6...inErdadirgy the individual earnings of persons
engaged in agricultuie® !y AYONBI &S 2F LINBPRddzOGAGAGE NBadzZ Ga
therefore reducing the remuneration of labour and ultimately wages. Both objecti@edherefore not

be achieved simultaneously. This tends to be confirmed by long term structural changes in agriculture
which show that labour declines with increasing productivity. Objective 39b is nevertheless tightly linked
gAGK odl di& ditkeSrigng F. This implies that a fair standard of living is meant to be
reached by improving productivity (von Cramdaubadel 2017). Therefore, while objective 39b is often

dza SR (2 2dzaldATFe AVOL Y KA dzilid K ton divés Rl mektyhié SrigihadNS G |
intention of this objective.

The CAP objective to stabilise markets (3% )mostly fulfilled today, but remains relevantiue to the

threats of world market instabilities.Stabilizingagricultural markets is generally a reént objective, but

the interpretation of this objective has dramatically changed over time. In the past, the main challenge of
the CAP was to form a common market and to stabilize farm incomes by keeping domestic prices above
world market price levels. M&et stability was interpreted as having domestic prices at fixed levels. This
came at the expenses of high budgetary costs and had negefieets on world markets (see section
4.3.3 on market stability and section 4.7.8 on external coherence). Nowaulayket stability is
interpreted as the integration of the EU market into world markets. The recent liberalization process has
brought considerable progress in integrating the EU market into world markets and reducing distortive
effects on the latter (e.gMeijerink & Achterbosch 2013 and Section 4.3t®wever, the magnitude of
current CAP payments, even if they are decoupled from production, most probably still have strong

%2 http://capreform.eu/leakeddraft-of-the-commissioacommunication-on-future-of-the-cap/
3 http://feur -lex.europa.eu/legatontent/EN/TXT/HTML/?uri=CELEX:12012E/TXT&from=EN
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secondary effects on agricultural markets (e.g. Boysen et al. 2016, Matthews Edial)y, the better
integration of the EU market into world markets also means that the price volatility for the EU markets
can potentially increase (Matthews 2010).

The CAP objective of assuring the availability of supplies (38a3 been achieved andsitherefore

mostly outdated, except in some new MSEhere is large evidence that food security is no longer a major
issue in the EU (e.g. von Crambaubadel 2017, Matthews 2013, Tangermann 2011, Zahrnt 2011).
Accordingly, it is not perceived by most Buean citizens as a key challenge (Eurobarometer, 2016). Both
objectives can therefore be considered as having already been overachieved in the past, since
overproduction has led to excessive producfiband, even nowadays, 20% of all food produced (173 kg

per person) are wasted in the EU (Stenmark et al. 2016, EU Court of Auditors 2017). Nonetheless, some
ySs a{a R2 200dzNJ 2y GKS 22NIR .lylQa YIL 2F LJ22OSNI
need to assure the availability of supplies after tutlapse of socialism (e.g. Miklos 2014). This objective

has therefore regained some relevance with the expansion of the EU, and cannot be completely
considered completely outdated. Yet, the risk of a food crisis in the EU is considered still largely
implausible (e.g. Matthews 2017).

The CAP objective of ensuring that supplies reach consumers at reasonable pricesig39atgentially

NEt SOFy(d odzi NBIdZANRY3I | Ofhé tostdNboR Bady by konsidergd 2 T a
somewhat less central inth@ ! = & ASSy F2NJ AyaidlyoOoS Ay (KS 9/ Qa
2017; see also next section on societal acceptance). However, it is also important to acknowledge that

00 2F GKS NBaALRYyRSyida G2 (G§KS aaLIS @drde that thedZLRiH | NB Y S
fulfilling its role in ensuring reasonable food prices. In some cases, consumers are actually criticizing that
prices e.g. for meat are too low nowadayseflecting neither actual productieoosts nor internalizing
environmental cost. Previous CAP reforms had the explicit aim to reduce market distortions (see section
ndodoY al Ny Sl adroAtAideos YSIyAy3d (GKFEdG aNBFazyl of S
ensuring that food prices send clear signals of demand apglguand price distortions are avoided to

the extent possible.

4.8.1.2 The three new 2010 CAP priorities

The addition of three new objectives in 2010 can be seen positively as a will to adapt to current conditions
FYR OKIffSyaSaod |d erPdyddives kayi alsp be/skdn lasi & Frafegy to justify the
maintenance of a large budget (Heinemann 2017). We refer here to the wording of EU Reg. No 1306/201
Art. 110, as well as to the specific CAP objectives as described in the Monitoring anati@valu
Framework (EC 20EdFig. 4.8.].

3 https://ec.europa.eu/agriculture/capverview/history _en

® http:// www.rp-online.de/digitales/internet/aufschregegenbillig-steakangebotvon-aldi-aid-1.6848633),

https://www.newscientist.com/article/mg2253005200-the-world-paystoo-high-a-price-for-cheapmeat/
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Figure 4.8.1Specific CAP objectives as defined for the Monitoring and Evaluation Framework. So{2@&58C

The new CAP objective on viable food productiomist relevant per se, andinks with income supprt

need to be justified The definition used in EU Reg. No 1306/2013 Art. 110 relates viable food production
ALISOAFTAOLEER® G2 | aF20dza 2y | ANROdz Gdz2NF £ Ay O2YS:
wording of the general objectives inélSa | G F20dzaé¢ 2y Fdojphiveskig.@8YS> (K
dzA S ( K Snhah@&ENFF INY Ay O02YS: AYLX &@Ay3a |y FOGAGBS NeftS
2T FdzZRAG2NE O6Hnmc U ONInditheOthedr&Raticin Kdr dprednibl® Yefing their Of | NR
specific objectives in sufficiently clear manneré.® ¢ KS f Ayl 0SG6SSy 5t FyR A\
considerable attention and is greatly questioned in the literature. Tangermann (2011) highlighted the

need for a justification ofhe link between income support by DP and viable food production. A number

2F [ dziK2NR l[dzSaidAz2ySR GKS NBfS@GFryO0S 2F 5t F2N AyO
ensure their economic viabilitfvon Cramorlaubadel 2017, Matthews 2017, Tangann 2011,

Heinemann 2017). Economic modelling showed limited effects of abolishing DP on overall production and

EU food security (Deppermann et al. 2016, Nowicki et al. 2009). Moreover, von CTaubadel (2017)

KA 3IK{ A dokbledriglevanced & hobrdeSsupport via DP is neither a goal of the CAP, nor efficiently
implemented. DP were introduced as a transitional solution to compensate farmers for the cut of direct
subsidies due to decouplin@Heinemann 2017). Today, the maintenance of the budgesiyus quo

seems to be the first motivation for maintaining DP and objectives seems to be developed only to justify
maintaining DP. One of the arguments for DP concerns the attenuation of price volatility or an
GAyadzaNFy yOSé¢ Al Ayail, SengriniztNeb @B S yjound thai BPSpiovide koyh& iScBrive
stabilization, but in a limited and untargeted way. Finally, although several studies criticised the lack of a
targeted action, none of them actually evaluated the need for income support for $ammetypes.

S
A
l.:.l
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The new CAP objective on sustainable management of natural resources and climate action can be
considered relevantEnvironmental protection was not on the agenda in the early days of the CAP and
therefore not mentioned in the TFEU. It wasaddished as a horizontal element to be integrated into all

EU sectoral policies in the Treaty of Amsterdam (1999), with a view to promoting sustainable
RSGSt2LIYSyldiod W/ 2Yo0lGAy3d OfAYIGS OKIy3aSQ 6SOFYS | 3
is thus a broad consensus on the importance of the environmental component in different policy fields,
including agriculture. This objective marks the introduction of a clear environmental component in the
/17t3YX YR ALISOATAOIf R AIRAGRPY A 0AP RAMSIERAd&ES a21d &
this general environmental objective as such is not questioned by any of the references we reviewed.

There is strong evidence on the continued environmental degradation, biodiversity decline aateclim
OKIFy3aS Ay (GKS 9! 064SS a4SOGA2y non 2y WOFFSOGAOGSYySa
The new CAP objective on balanced territorial developmadatrelevant but lacks specification and

integration with other policiesP ¢ KA & 2 0 2 S Quiak ehfloymehtOgaits dnd @overtydaral

areag ® ¢KS NBfSOIFIyOS 2F (KAa 202SOGAQGS +a &adzOK Aa KiI
stated that it is generally not questioned, especially given the many indications of large disparities
between and within MSs. The varietf studies criticizing the deficient adjustment of the CAP to
conditions in new MSs (e.g. Ciutacu et al. 2015, Gorton 2009, Miklos 2014, Sutcliffe 2015), for example,
implies that a balanced development is found important and relevant. In relation to gemeral

development under this objective, Heinemann (2017) states that it is not fully clear how it relates to
cohesion policy which is the inherent EU policy to reduce geographical disparities. The specific CAP
objectives Fig 4.8.1) additionally mentia dMaintain diverse agriculture acrossthedE® 'y 20 2SO0 A @€
is not specified in EU Reg. No 1306/2013 Art. 110. As such, Lefebvre et al. (2015) state that there is a lack

of integration with specific existing instruments such as the-Paropean Biolgical and Landscape

Diversity Strategy (PEBLDS) and the European Landscape Convention (ELC).

Table 4.8.1lsummarise®ur conclusions with respect to the relevance of the key CAP objectives.

Table 4.8.1 Summary table of the relevance of each of the TFBEY dijectives and the 20ifJiorities. Source: own
presentation.

Objective / priority Relevance in 2017

Increase agriculturgroductivity (39a) Mostly fulfilled, thus outdated, would need
clarification

Thus Ensure a fastandard of livingand increasig Views on the relevance of this objective are highly

the individual earnings in agriculture (39b) heterogeneous

Stabilise marketg39c) Mostly fulfilled, but remains relevant. Clarification
needed on relation to EU/world markets

Assure theavailability of supplies(39d) Achieved and thus outdated

Ensure thasupplies reach consumeia reasonable Outdated: CAP reforms actively acted to reduce

prices (39¢) market intervention and market distortions

Viable food production(2010 Priority 1) Not relevantper se: it is not clear what viable is anc

what is the relation to income support
Sustainable managemerdf natural resources and Relevance not questioned, but not achieved
climate action(2010 Priority 2)
Balanced territorial development Relevant, but not well defined and integrated with
(2010 Prioriy 3) other policies
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4.8.1.3. Other specific CAP objectives

' RRAGAZ2Y T O2YLRYSydGa 2F (GKS WALISOAFAO 202SO0A@BSac
beyond the eighiobjectives Fig. 4.810 dMeeficonsumer expectatiofs & K 2 dzf R Zééxzq;éf g 0
Fye GAYS aiAyoOoS GKS /!t A& FTdzyRSR o6& 9! Qaowthé ELI & SNJ

expectations should be defined and met is partly discussed in the following sectionietakacceptance

0{ SO0 A 2 Foster ibyodatiod P YESGA | KAIK 9! LINA2NRAGesS 2F0Sy f
industry and competitiveness. It seems to be a relevant objective, and may have both positive and
negative implications that are beydrithe scope of this assessment to judge.

l RRAGAZ2YIf a202S0GA0Saéd 6KAOK aAK2dzZ R 6S O2yaAiRSNB
six priorities for Rural Development Pofft{Box 4.8 ® t NBaSy i SR Ay GKS ¥FI OG &K
official website, these priorities include several new aspects that do not occur in other objectives: a)
knowledge transfer and social inclusion, b) forest and forestry aspects, c) an explicit reference to entire

food production chains, and d) the promotiof @animal welfare- an aspect which was shown to be highly

relevant to EU citizens (see nesdction, societal acceptance).

£
S

Box 4.8:The six priorities for the new rural development policy for 202020
Source http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuld=FTU_5.2.6.html

1. to promote knowledge transfer and innovation in agriculture and forestry (developing the knowledge
base in rural aas; fostering links between agriculture, forestry and research);
2. to increase the viability and competitiveness of all types of agriculture, promote innovative agrigultural
technologies and support sustainable forest management;
3. to promote the orgamsiation of the food production chain, animal welfare and risk management in
farming;
4. to restore, preserve and enhance agricultural and forest ecosystems (biodiversity, water and soil);
5. to promote the efficient use of resources (water and energy) aipgart the transition to a lowcarbon
economy (renewable energy use, greenhouse gas emission reduction, carbon sequestration and storage);
6. to promote social inclusion, poverty reduction and economic development (facilitating job creation,

promoting locé development and improving access to information and communication technologies).

4.82 Societal Acceptance

4820M G { LISOALFf 9dzZNPOINRYSUOSNInnnéyY 9dzNRBLISIFyas | ANAO

¢CKS dalISOAlIE 9dz2NRPO6FNRBYSGSNI nnné 19 iddcRdsIthat giicitude 3 NR O dzt
and food are a key topic to EU citizens. An alarming outcome is the indicatioththawerall public

support for the CAP has substantially declined since 2083 %,-15 percentage points since 2013). This

decline might beattributable to criticisms by both farmers and environmental organizations in response

to the 2013reform, about excessive administrative burdens and insufficient environmental commitment,

3% http://www.europarl.europa.eu/atyourservice/en/displaybthtml|?ftuld=FTU_5.2.6.htm|
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respectively. Key findings of the most recent survey, performedran®y,822 representatively selected
EU citizens, are the following:

1 When asked about the main responsibilities of farméing largesshare of EU citizens mentioned the
supply of the population with a diversity of quality products @2 +4 % points sincg013) and
ensuring the welfare of farmed animals (34 +8). Maintaining economic activity and employment in
rural areas was only mentioned in the fourth place, after environmental protection, and dropped 7
drop between 2013 and 2015. Alsmsuring foodselfsufficiencywas found less important in 2015
(Fig. 4.8.2
T ¢KS YIFI22NARGe 2F 9dzNRLISIFya O2yiGAydzS (2 | aNBS GKIF
growing majority of Europeans (94 %) holds the view that agriculture and rural aeas@ortant for
their futureéé = GAGK | LI NIAOdzE I NJ AYONBIFasS Ay (GKS ydzyo SN
FNBlFa Fa GOSNE AYLRNIFY(dé¢ oOcH 723 b mMc 22 LRAyda &i
1 Europeans do believe that the EU is fulfilling its role in secthimdood supply in the EU (70 % agree)
and in ensuring agricultural products are of good quality, healthy and safe (65 %). Whilst an absolute
majority agree the EU is fulfilling its role in ensuring a fair standard of living for farmers (52 %), a high
proportion of respondents do not hold this view (35 % disagree). Similarly, important minorities
disagree the EU is fulfilling its role in ensuring reasonable food prices (33 % disagree) and protecting
the environment (31 % disagree).
 a+SNE A YL Edfor EU éitizehdNdle 20Ndvest in rural areas to stimulate economic growth
FYR 2206 ONBFGA2Y 6nT 2202 YR aiNBy3adKSyAy3a GKS FI
1 A large proportion of EU citizens (87 %) are somewhat, or totally, in support of then@&sEnig in
greening payments to farmers for carrying out agricultural practices beneficial to climate and the
environment
91 A large majority also thinks that the CAP budget (support to farmers) is either about right (41 %) or too
low (29 %), and 45 % also@wd like to see an increase to the EU financial support for farmers over the
next ten years.

¢KS Y2aG OAGSR 2dzaiAFAOFGAZ2Y F2NJ GKS /!t Qa o0dzR3IS
0KS FT22R &adzLJL)X & 27F 9 dzNPtlds thigréason bas declined by fourdher@mcgNE & dzl
points since the last survey. A similar decline has been observed for the secontherdgined reason,

GX SyadaNB (GKS adzadl Ayl of S LINRpedsdtage points Bidfce J023E R LINE
CompdNBR gAGK HamoX | INBFGSNI LINPLR2NIAZ2Y 2F NBAaLRYyRS
costs involved in agriculture as a justification for the EU spending a large proportion of its budget on the
/[1té O00H 272X bnodé 2S5 vy hdids publli& godds Beyedadt NRoptisrSoyididodld NB | & -
OK22aS FTNRY F2N) GKAA ljdSailiArAz2ysr AdSd GKS Lzt AO Y2,
here.
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Figure 4.8.2What do you think should be the two main responsibilities of farmers in ocieg® Source: Special Eurobarometer 440,

survey requested by EC (2015).

4.8.2.2 General Eurobarometer

¢KS 3ISYSNIf 9dz2NPOIFINRBYSGHISNE AdSd GKS

Gt dzof AO hLAYA?Z2

relevance of policies and topic and allows a&ségg trends in public opinions and policy acceptance.
Citizens are asked to name the most important result of the EU. The proportion of citizens listing the CAP
as the most important result of the EU has seen a redewtine, from circa 1:02% until 20140 circa 8

9% thereafter, indicating a certain erosion in public acceptakag 4.8.3.

Which of the following are the most positive results of the EU?
Which of the following are the most positive results of
the EU?
European Union (from 05/2012 to 05/2017)
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In 2017 the EC launched a consultation on modernising and simplifying the(EBXPRYS 2017)
harvesting detailed opinions across different groups of respondentscdhsultation revealed interesting
results, in spite of several limitations (e.g. von Crasianbadel 2017): participants were volunteers
rather selected, their opinion can therefore not be considered representative of the whole EU population;
some stakeblders groups have been known for trying to bias the outcomes; some stakeholders chose to
leave some questions, considered too biased, unanswered, however, analyses do not account for the
proportions of respondents choosing to leave replies blank (ECORY$® 2Raw results (including no
responses) were unfortunately not available for us to-)amalyse. The consultation differentiated
08G6SSy aFFNYSNBEE YR a2G0KSNJ OAGAT Syaés |a 6S¢t¢
campaigii’ and others. Howewve there seems to be no way to quantify the contribution of farmers
through the Living Land campaign, or to identify the level of input by smallholders to the consultation.

The most important challenge of the CARl & & &aSOdzNAyYy 3 | T brifadderd andy R NR
GLINBAa&dzZNBE 2y Yyl GdzNF £ NBaz2dz2NOSa FyR GKS Of AYF({Sé |3
OAGAT Syad aC22R | @FAtlFoAtAdGe G NBlFrazyloftS LINAOSa:
food qualityis more important2 NJ 9! OAGAT Sya NBaLRYyRAy3d (2 GKS 02y
also among challenges considered important by both farmers and other citizens, in accordance with the
NEalLlRyasSa (2 GKS aLISOAIE 9dz2NRPOIl NRYSG&SD TilnhB £ 9 Y 2Hyn:
AYLRNIIFYG FFNYSNEQ TRe2mnoit Ndportni £4Rgols ivete RDP @&aSuiied fbr
environmental protection and for investments in rural development both for farmers and other citizens.

Direct payments were only cited at the ttiplace by farmersHg. 4.8.4.

37 living-land.org
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Figure 4.8.4Public Consultation outcomes with respect to the question which tools are best suited to meet challenges, as
voted by farmers versus other citizens; and both of these compared to actual budget alloc@tidi2@20). Source: own
compilation; Data fronEU Commission 2017; Database on EU spending in RDP; EC (2017): Modernizing and Simplifying the
Common Agricultural Policy. Summary of the results of the public consultation. DG Agriculture & Rural Development.
BrusselsNote 1: only 52,000 respondents out of 330,000 chose to reply to this question; Note 2: 13.6% of farmers and
38.1% of citizens indicated regulatory approaches as an effective means to achieve goals. These cannot be compared to any
budget allocatbn and is hence not presented here. Not&t8 shares of Espending do not add up to 100%, since the part

of the RDP and the market measures in pillar 1 (2.4 bn. EUR) are not included in theNibtarels. The numbers on
responses do not sum up to 10Ggiice respondents could potentially select up to three options.

4.8.2.4 Relevance of the CAP in meeting society's expectations

Expectationsof EU citizens areot reflected in the objectives of the CAFFood quality is more important

than quantity and pice to farmers and other citizens, yet it is not included as an objective. Animal welfare
of farm animals is highly important to other citizens. Yet, animal welfare is not included as an objective of
the CAP. Standards associated with animal welfare akgelier included to a certain extent in Cross
Compliance (see below).

Expectations of EU citizensare also not reflected in the budget of the CARs shown by all three
surveys, the environmental objective added in 2010 is highly relevant both to faandrsther citizens.

Rural development is also considered important by EU citizens. Income support by DP seems to rank
lower in importance. Yet, this ranking of priorities is not reflected in the budget allocation of the CAP.

188



Currently, over 70% of the budgis spent on direct payments with the expressed purpose of providing
GAYO2YS &dzZLILIR2NIé G2 FENYSNE 69/ HaAaMMO® CFENY AyO2)
important objective of the CAP (e.g. Tangermann 2011). Comparing responses tn#udtation with

actual CAP budget allocations of the CAP therefore suggests that the current design and implementation

of the CAP does not meet expectations of EU citizens. The investment of the largest proportion of the

/1t Qa 06dzZRIST A piatch thd dedcaidd Limpditanedof ryral development in the public

debate, as well as the preference towards Pillar Il for both farmers and other stakeholders.

4.8.3 Use of relevant knowledge, including monitoring and evaluation

In this section, we assedsow the CAP generates and uses relevant knowledge for measuring its
performance, policy design and optimal implementation.

4.8.3.1 The Common Monitoring and Evaluation Framework of the CAP

The 2013 reform (programming period 202820) improved the CAP miboring by integrating Pillar |

and Il in the Common Monitoring and Evaluation Framework (CMEF; Article 110 of Regulation (EU) No
1306/2013, EC2013b). Procedures are explained in the Technical Handbook on the Monitoring and
Evaluation Framework 20142020 (EC 2015a). This completed the Common Monitoring and Evaluation
System (CMES) already part of the CMEF for rural development (Pillar 11). Three levels of indicators are
defined to measure th€AP's performance: impact indicators, result indicators andugundicators (Fig.

4.8.5). Result indicators reftw the specific CAP objectives.

Figure 4.8.5Levels of indicators for CAP monitoring and evaluation and list of 16 impact indicators. Source: &C (2015

8 https://ec.europa.eu/agriculture/directsupport/direct-payments_en
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