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Foreword

Europe's Rural Futures— The Nature of Rural Development is part of the strategic programme of research and
influencing work of the project’ s sponsors - the Land Use Policy Group (LUPG) and WWF Europe®. Our aim is
to understand the impacts of the Common Agricultural Policy (CAP) and its rural development instruments on the
rural environment and countryside of the enlarged European Union. Our work aims to highlight relevant policy
impacts from both an economic, social and environmental perspective and identify possible options for reform of
the CAP s instruments and subsidy systems.

Both partners are seeking reform of the CAP and related rural development policies. Our aims are to achieve a
sustainable rural development policy in Europe together with increased resources for implementation, primarily
through the development and more integrated, better targeted use of the Rural Development Regulation (RDR) in
the European Union (EU), and of SAPARD, in the Candidate Countries.

We are publishing the Europe's Rural Futures — The Nature of Rural Development report a a time when
European rura development policy is a a crossroads. At the European scde two maor policy debates are
underway - the mid-term review of the CAP and enlargement negotiations. We expect the detailed legidative
proposals for mid-term review to be published by early 2003, by which time we hope the enlargement
negotiations will have been agreed. There are also two important policy processes at nationa level - the
Candidate Countries must develop their rural development plans very quickly, for implementation by 1 January
2004, and existing Member States have to evaluate their rural development programmes by the end of 2003.

We designed Europe’s Rural Futuresto inform all these processes. We believe the findings point to the potential
of the RDR, and of the Second Pillar approach under the CAP, to underpin sustainable development in Europe's
rural areas. However, the report also highlights many ways in which the current measures need to be improved to
achieve this in an effective and sustainable manner, in line with the broad set of objectives we associate with
sustainable rural devel opmert.

This report is based on the most in-depth study undertaken so far on the planning and implementation of rura
development programmes under the RDR and SAPARD. It has drawn on the findings of detailed national reports
from eight countries and a European roundtable with key policy makers in the European Commission, Member
States and Candidate Countries. All the reports, together with a summary of policy messages we have drawn
from the research will be available on our websites (www.lupg.org.uk and www.panda.org/epo/agriculture).
Annex VI highlights our main recommendations.

We would like to thank the whole team of consultants from 13 European countries and particularly Dr Janet
Dwyer, Project Co-ordinator at the Ingtitute for European Environmental Policy (IEEP), for producing such a
comprehensive study within the challenging timetable set. We would aso like to thank colleagues from the LUPG
and WWF networks across Great Britain and Europe for their active participation and contributions to the study.

We hope that Europe’'s Rural Futures — The Nature of Rural Development will both support and influence the
development of the RDR and associated rural development programmes to enable them to promote sustainable
rural development. We want to secure the protection and enhancement of Europe’s environment, biodiversity and
diverse landscapes, the development of sustainable agriculture, rural businesses and thriving rural communities.

fu £

Mark Felton Elizabeth Guttenstein
Chair Head of European Agriculture and Rural Devel opment
Land Use Policy Group WWF European Policy Office

! WWEF Europe includes the WWF European Policy Office and arange of WWF National Organisations and Programme Offices including the UK,
Germany, Austria, Hungary, Poland, Sweden and Spain.
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Executive Summary

Purpose and scope of the study

This report presents the findings of a study ‘Europe’'s Rura Futures, commissioned by the Land Use Policy
Group (LUPG) of Great Britain's conservation, countryside and environment agencies and WWF Europe. The
study was co-ordinated by the Institute for European Environmental Policy (IEEP), Centre for Rural Economy
(CRE), Leeds University and IDRISI, working with a consortium of independent consultants in thirteen European
countries. The core research was undertaken in six Member States and two Candidate Countries. Additional
contributions were made by experts from five other European countries. Research was carried out between
September 2001 and August 2002.

This pan-European research project on the rural development instruments of the EU was undertaken to promote a
European debate on policies needed to support sustainable rural development, and to inform and influence the
Mid-Term Review of the Rura Development Regulation (RDR), further reform of the Common Agricultural
Policy (CAP) and other policies relevant to sustainable rural development. The research aimed to explore
implementation of rural development programmes supported under the EU’s RDR1257/1999 and the SAPARD
pre-accession instrument (1268/1999). The study examined the extent to which these programmes are promoting
integrated and sustainable rural development, the protection and enhancement of biodiversity and the coherence
of rura development policies with environmental legidation.

Theevolution of the RDR and SAPARD — Rhetoric and Reality

At the time it was devised, the RDR was widely hailed as the new ‘ Second Fillar’ to the CAP. Many e the
Regulation as likely to be an increasingly important component of the CAP as it evolves through future reforms.
However, the Regulation is also characterised by a set of tensions and problems that result from its complicated
origins and the compromises that shaped its final form.

There were high initial expectations (among environmental organisations and some Member States, for
example) for radical reform of the CAP into a policy for sustainable rural development, in which the RDR
would play a key ‘piloting’ role. RDR proposals stressed that the instrument would be innovative, would
contribute to the broad Cork agenda established in 1996 (see Annex ), and would promote integrated and
sustainable development. This rhetoric raised expectations about the RDR and what it could deliver. In the
Candidate Countries, a similar level of rhetoric and expectation surrounded the development of the SAPARD
instrument for rural development.

In reality the RDR is focused on support for activities ‘ close to agriculture’. This has also been reflected in the
Commission’s approach to programme scrutiny and approval, and in the allocation of resources within the
programmes. The instrument is promoted by the European Commisson more as a Regulation for the
transformation of agriculture than an al-encompassing measure for rural development. Similarly, the SAPARD
measure has focused very much upon preparing the agricultural sector (and most notably, its administration) for
accession and the implementation of the CAP.

In addition, the RDR was based on arelatively straightforward amalgamation of pre-existing measures, coupled
with the adoption of the programming approach previoudy used for Structural Funds. Thus it is not a truly
integrated instrument designed afresh to meet its new strategic goas. Similarly, SAPARD measures bear a
strong resemblance to prior CAP measures, athough their scope is dightly different and some measures are
simplified. These points will undoubtedly affect the way in which rural development is pursued, under the two
Regulations.

This study seeks to describe and then evaluate the early implementation of RDR and SAPARD against a broad
set of goals for sustainable rural development. These goas share much in common with the early rhetoric
surrounding both Regulations, but they are derived directly from the objectives of the study’s Sponsors. The goals
emphasise balance and coherence; participation; integration; diversity, adaptability and subsidiarity; and respect
for rural assets and resources. These are the themes taken up for evaluation in subsequent chapters of this report.

Scope and Resourcing of Plans
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There are striking national differences in the patterns of proposed expenditure on the RDR and SAPARD which
broadly reflect historical alocations to similar measures in the past and have not been fundamentally dtered by
the new Programmes.

There are marked differences between countries, from those for whom the Regulation is clearly seen as a tool to
promote environmental land management, to those for whom it is essentidly about the modernisation of
agriculture. It seems that the richer regions of the EU tend to prioritise agri-environment and LFAS, whilst the
poorer regions prioritise agricultural development.

Investments in agricultural holdings and in processing and marketing are the most highly prioritised measuresin
SAPARD plans. The dominance of these measures in practice is likely to be increased, as the implementation of
other, more complicated measures has been postponed in many Candidate Countries.

As compared to the period before 2000, the main RDR budgetary increase overal is for agri-environment
schemes, but the pattern of increase differs markedly between countries and regions.

Because RDR allocations were based largely upon historical spending patterns prior to 1999, countries with
arguably the greatest environmental and rural development needs remain very short of funds, as they did not
previoudly prioritise these measures. In some countries (eg UK and Netherlands), relatively low EU alocations to
the RDR have been augmented by the contribution of high levels of national cofinancing (and modulation, in the
UK) to the programmes, while in others this has not occurred.

A more detailed examination of RDPs and SAPARD plansin the core countries of this study illustrates how often
similar-sounding strategic goals for sustainable development trandate into quite different implementation models,
depending very much on past experience with domestic and EU funding programmes.

Evaluation — coher ence, balance, participation and integration

The adoption of a programming approach to the RDR and SAPARD appears to have promoted a greater
coherence in the use of the various constituent measures. However, there are some notable examples of apparent
incoherence (eg between environment and development measures). The main area lacking coherence is between
RDR funds and other EU policies and funds.

The RDPs and SAPARD programmes contain some notable examples of improved integration in the design and
delivery of measures. Many of these were engendered through processes essentially independent of the EU
framework but they have been able to use it to their advantage. However, the dominant picture is of relatively
weak integration between measures and between these Regulations and other national and regional rural funds.

Many RDR programmes are criticized by stakeholders for their continuing preoccupation with agriculture when
the nature of many of Europe’s rural areas can no longer be presumed to be agricultural, at heart. Thisis equally
true in less developed economies where tourism dominates large aress, asit isin post-industrial economies where
new kinds of rural business and/or commuting have developed strongly. Particularly in the most marginal aress, a
more pluralist approach is aready recognised as essential.

On participation, the RDP show more partnership in the process of plan development than generally occurred in
the past. However, this is often not followed through into delivery, with many examples of relatively weak
consultative arrangements for implementation, although with notable exceptions in the UK and France.

Innvoation, local tailoring and flexibility

Innovation in RDPs across Europe has occurred both at the level of programme design and resourcing, and at the
level of individua projects and initiatives. Many such occurrences demonstrate notable flexibility and tailoring of
measures to meet local circumstances and potential.

It is notable that some of the strongest examples relate to developments which preceded Agenda 2000 — either
coming from previous experience with EU Structural Funds or from essentially separate national or more local
initiatives and processes. In these cases, the RDR has provided a vehicle to take such developments forward while
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SAPARD may have offered an additiona stimulus to action, although SAPARD programme funds are not yet
supporting these kinds of action (and there have apparently aso been negative effects— see Chapter 8).

These examples serve to illustrate the potential that the new Regulations can offer, given appropriate sensitivity
and support at dl levels. They can aso be seen as an example which could be built upon much more widely, as
the current programmes develop and as governments begin to think about their plans for the next programming

period.

Environmental integration and respect for rural resources

It is clear from the countries examined that the RDR and SAPARD have the potentia to make an important
contribution to environmental protection and enhancement. There is evidence that the new Regulations have
increased the relative importance given to environmental considerations in agricultural and rural development
policies at national and regional levels.

Nevertheless, the programmes vary greatly in their treatment of the environment. Significant differences
between programmes appear to reflect the different national situations in terms of the ‘state of the debate’ of
rural policy and the influence of environmental authorities and NGOs. They do not reflect differences in the
scale, diversity or urgency of environmental issues, in fact rather the opposite: countries and regions with the
greatest environmental pressures seem to have produced a less satisfactory response, in terms of environmental
measures.

Overall, more apparent weight is given to environmental issues and measures in Sweden, Austria, France, the
UK and Germany than in Spain, Poland or Hungary.

In dl plans there are very few objectives relating to environmental outputs, such as achieving Favourable
Conservation Status for certain habitats or species or ensuring that water extraction is compatible with the
recharge capacity of aquifers. The same s true of the indicators to be used in monitoring the programmes.

In relation to the environmental conditions affecting RDR measures, ‘minimal environmental standards' are
generdly interpreted as existing legidation affecting agriculture. ‘Good Farming Practice’ is either an existing
code or combination of codes, or in some cases new conditions introduced specifically for the RDR.

In some cases the environmental benefits expected from environmental measures are questioned. This issue
emerges in relation to agri-environment measures in Audlria, southern Germany, Spain and France. Some
schemes are designed for ‘easy compliance’, requiring very little action from farmers. Other schemes have been
criticised as a Pillar 1 approach. The measures in question may absorb a considerable part of RDP budget
alocations.

Likely outcomes of the Programmes, and monitoring and evaluation

In the core countries studied, the new Regulations are predicted to deliver either preservation or change. At the
‘preservation’ end of the scale are Austria, Scotland in the UK and southern Germany, where programmes are
dominated by agri-environment and/or LFA aids, which may help to protect environmental and social assets
through continuing public subsidy.

At the ‘change’ end of the scale would be Poland, Hungary and Spain, where the pattern and/or the scale of
change risk damaging the natural and cultural assets of rural areas — certainly in margina areas that cannot
compete effectively. In Poland and Hungary this would be lessened if the entire Programmes were implemented,
due to the potentia value of planned agri-environment and rural development measures.

France, Sweden, northern Germany, and the rest of the UK, combine a strong focus on environment with active
promotion of new forms of development and diversification. Here, it seems likely that for marginal areas at least,
the RDR could serve as an effective stimulus to more truly sustainable forms of rural development. In more
intensively farmed areas, the picture diverges — Sweden’'s programme is described as likely to stimulate mainly
environmental management in these areas while the French and UK RDPs are expected to have less
environmental effect in these areas but to increase competitiveness.




Many concerns exist regarding the potential environmental effects of the RDPs, particularly in countries for
whom the measures are primarily seen as a stimulus to economic devel opment. However there are good examples
of where progress in environmental outcomes can be predicted.

Some countries report a tendency for programme expenditure to differ from plans due to budgetary constraints,
such that actual spending is skewed towards the simplest options. The pattern is most marked for Candidate
Countries but is not exclusive to them. This raises some concerns from a sustainable devel opment perspective.

Monitoring and evaluation proceduresin al the countries represent some change and mainly improvement on past
models, but weaknesses remain. These include a lack of sufficiently holistic appraisal, measuring outputs not
outcomes, being over-technical and lacking stakeholder involvement, and ignoring the environmenta effects of
non-environmental measures.

Progress and constraints on progress

It is too early to make a full evauation of the RDR and SAPARD’s progress in promoting integrated and
sustainable rural development. However, both instruments show some clear signs of positive development. These
include improving integration between agricultural and other interests in rural policy, stimulating more strategic
approaches to farm-related development in certain countries, and supporting innovative and appropriate schemes
and projects at local level.

The success of the Programmes has been hampered by three sets of constraints. First are budgetary constraints
upon their development. Second are institutional constraints upon programme formulation and the steep ‘learning
curve for the administrations in Member States and Candidate Countries. Third are practical constraints upon
implementation.

The limited growth in the EU budget for the RDR relative to previous measures has reduced the scope for
introducing new schemes. Low levels of co-financing have led to minimal use of many measures by resource-
poor Member States, and there has been an unwillingness to rethink established ways of working when new
money was o limited.

The RDR is both much more complex and much less integrated than it first appears. It is effectively an amalgam
of many single measures with different criteria, rules and beneficiaries. Such complexity has created confusion
amongst officials about what can and cannot be done and has made it difficult for Member States to design
flexible and locally tailored packages and to integrate measures. It also confuses potential applicants.

The programmes are too dominated by agricultural measures, despite the rapidly changing nature of rural
economies. They are amost inevitably administered by agricultural administrations with limited experience in
delivering such a multi-faceted instrument (along the lines of the Structural Funds model) in ways that reflect
local conditions.

The rigid accounting and reporting rules are extremely complex and unsuited to a multipurpose and potentially
flexible tool such as the RDR. The annual budgeting and other constraints are inappropriate and are proving a
disincentive to the development of integrated projects, complex multi-annual initiatives and partnership projects.

SAPARD programmes face many of the same constraints as the RDR, but these have been exacerbated in the
context of preparation for accession. SAPARD’ s main achievement has been to help prepare centrd ingtitutionsin
the Candidate Countries for administration of CAP finances. However, this has been at the expense of promoting
much-needed, broader capacity building in rural development. Programmes are skewed towards measures which
have been smpler to accredit, increasing their emphasis upon conventional agricultura modernisation with
consequent risks to environmental and social assets in rura aress. The lack of accreditation of agri-environment
pilot projectsis a particular concern, as accession approaches.

Conclusions and Recommendations

This study confirms the importance of the central goals and aspirations of sustainable rural development as
represented in the Second Pillar of the CAP and SAPARD and the value of a potentially flexible measure such as
the RDR. However, there have been significant constraints on progress in implementing these measures. The




flexible, coherent, integrated and partnership-oriented approach that was originally envisaged has not widely been
achieved, in redity.

In the medium to long term, the RDR requires a much more substantial funding base, with scope for significant
growth. In addition, steps urgently need to be taken to redress the balance of funding to more fully match the
relative levels of economic, social and environmenta needs across the varied territory of rural Europe.

There is a clear need for changes to the RDR machinery in both the short and medium term. In the short term
much could be improved by introducing more flexibility and coherence into the array of measures on offer and
simplifying the rules governing their detailed use. These should be balanced by stronger strategic requirementsin
relation to overall programme balance, coherence and integration — notably environmental integration - in line
with the European Sustainable Development Strategy.

The RDR is an innovative and ambitious instrument. Using it wisely requires skill and imagination. It is
essential that the EU and Member States should recognise the importance of supporting technical assistance,
capacity building and facilitation in the effective development and delivery of programmes. A European unit or
body to exchange information and promote best practice would aso seem warranted.

The findings are relevant to severa of the Commission’s proposas for the Mid Term Review (MTR) of the
CAP, which give very welcome prominence to the Second Pillar. For example dynamic modulation would help
address the need for more funds, but as currently proposed it will not raise sufficient resources to meet short
term needs and to redress the current imbalance in underlying budget alocations. Some of the proposed new
RDR measures are potentially useful but others could undermine its purpose, compromise its ‘ green box’ status
and divert resources from current, pressing priorities. A number of the strategic goals outlined by the
Commission for the MTR could more effectively ke promoted through the simplification and reform of existing
RDR measures and procedures.

SAPARD has developed institutional capacity usefully in the central administrations of the relevant Candidate
Countries. However it has not provided experience of loca and regiona implementation and monitoring to
prepare these countries for the RDR. Additional measures for local capacity building and programme design and
management will need to be a priority during the first years following accession.
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Chapter 1 Introduction

Purpose and scope of the study

This report presents the findings of a study ‘ Europe's Rural Futures', commissioned by the Land
Use Policy Group (LUPG) of Great Britain's conservation, countryside and environment
agencies and WWF Europe. The study was co-ordinated by the Institute for European
Environmental Policy (IEEP), Centre for Rural Economy (CRE), Leeds University and IDRISI,
working with a consortium of independent consultants in thirteen European countries. The core
research was undertaken in six Member States and two Candidate Countries. Additional
contributions were made by experts from five other European countries. Research was carried
out between September 2001 and August 2002.

WWEF and the GB LUPG are working to identify and promote a new model of rural development
for Europe that is more sustainable in environmental, social and economic terms. An important
part of this will be to achieve a European policy framework that will enable and foster the
evolution of such a nodel. In undertaking this study, the research team has been guided by a
concept of sustainable rural development which involves the protection and enhancement of
environmental capital; the fostering of viable rural economies;, and the strengthening of rural
communities and the cultural values that they possess. This concept is drawn from the broad
principles embodied in key international agreements and statements, notably the Rio agenda. The
sponsors' vision for integrated sustainable development is set out in more detail in Box 2.3 of
this report.

This panEuropean research project on the rural development instruments of the EU was
undertaken to promote a European debate on policies needed to support sustainable rural
development, and to inform and influence the mid-term review of the RDR, further reform of the
Common Agricultural Policy (CAP) and other policies relevant to sustainable rural development.
The research aimed to explore implementation of rural development programmes supported
under the EU’s RDR (1257/1999) and the SAPARD pre-accession instrument (1268/1999). The
study examined the extent to which these programmes are promoting integrated and sustainable
rural development, the protection and enhancement of biodiversity and the coherence of rural
development policies with environmental legislation.

The research builds upon a scoping project ‘The Nature of Rural Development: Towards a
sustainable integrated rural policy in Europe’® which compared the meaning of rural
development and the institutional structures for its implementation in ten European countries. It
is also part of a programme of research and activities being carried out by WWF and LUPG
which is outlined in Annex | of this report.

Aims

The principal aims of the project were to compare the approaches of various stakeholders to
planning, implementation and monitoring of RDR and SAPARD programmes, and assess how
far they can deliver a sustainable balance of economic, social and environmental benefits.
Stakeholders included environmental, rural development and farming organisations and
government authorities.

The project also aimed to promote examples of good practice (particularly in relation to creative
approaches to implementing rural development measures, but also in planning and monitoring)

! The Nature of Rural Development: Towards a Sustainable Integrated Rural Policy in Europe, comparative pan+European (and 10 national)
reports produced for WWF Europe and the LUPG agencies by |EEP and the CRE, 2001. Reports can be downloaded at:
www.panda.or g/r esour ces/programmes/epo/publi cations/agpub.cfm.




in the countries selected. Case studies have been selected to illustrate issues raised during
national research, examples of integrated rural development, and particularly creative use of
RDR/SAPARD measures.

Method
The following national experts were commissioned to carry out in-depth national research, in co-
operation with national WWF officers.

Austria Robert Lukesch OAR Regionalberatung International lukesch@eunet.at

France Henry Buller University of Cheltenham and Gloucester ~ Henry.Buller@wanadoo.fr
Germany  Dirk Schubert Nova-lnstitut dirk.schubert@nova-institut.de
Hungary  Gusztav Nemes I nstitute of Economics gusztav_nemes@hotmail.com
Poland Zbigniew Karaczun  Warsaw Agricultural University karaczun@al pha.sggw.waw.pl
Spain José Sumpsi Vinas  University of Madrid jsumpsi @eco.etsia.upm.es
Sweden  Karl Bruckmeier University of Gothenburg karl.bruckmeier@he.gu.se

UK Neil Ward University of Leeds n.ward@geog.leeds.ac.uk

The nationa research was carried out according to an Agreed Common Framework (see Annex
V). Nationa researchers aso undertook various national, regiona and local case studies.
Extracts from these case studies have been used in this report and the full texts are available from
www.panda.org /epo/agriculture.

Figure 1.1 Corecountrieswithin the study area

. Core study areas

Other EU Member States
and Candidate Countries

Selected experts from other European countries were aso invited to contribute to the study via
participation in team meetings and seminars and comments on the draft comparative analysis.
These were:




Denmark  Jargen Primdahl The Royal Veterinary and Agriculture University JPR@kvI.dk

Ireland David Hickie Independent Consultant hickied@indigo.ie
Italy Francesco Mantino Istituto Nazionale di Economia (INEA) mantino@inea.it
Portugal  Paulo Castro Ministry of Agriculture pvcastro@netc.pt
Slovenia  MartaHrustel Majcen Ministry of Agriculture marta.hrustel @gov.si

A pan-European Roundtable was held in Brussels in April 2002 with the aim of validating
emerging findings and gathering additional information and views from a wide range of
stakeholders. Over 80 representatives of national and regional governments and agencies,
environmental NGOs, farming NGOs, the EC and universities from across Europe attended this
forum.

This comparative report presents a synthesis of the results of the national studies and
contributions from experts and stakeholders. It analyses and evaluates the findings of the study
against the sponsors goals for sustainable rural development in Europe and compares the
various approaches to planning, implementation and monitoring of RDR and SAPARD
programmes across Europe. The final chapter contains conclusions and recommendations for the
future of EU rural development policy and its application by the Member States and Candidate
Countries.




Chapter 2 The Evolution of the European Rural Development Regulation
and SAPARD: Rhetoric and Reality

Summary of Key Points

At the time it was devised, the Rural Development Regulation was widely hailed as the
new ‘Second Pillar to the Common Agricultural Policy (CAP). Many see the
Regulation as likely to be an increasingly important component of the CAP as it evolves
through future reforms. However, the Regulation is also characterised by a set of
tensions and problems that result from its complicated origins and the compromises that
shaped its final form.

There were high initial expectations (among environmental organisations and some
Member States, for example) for radical reform of the CAP into a policy for sustainable
rural development, in which the RDR would play a key ‘piloting’ role. RDR proposals
stressed that the instrument would be innovative, would contribute to the broad Cork
agenda established in 1996, and would promote integrated and sustainable
development. This rhetoric raised expectations about the RDR and what it could
deliver. In the Candidate Countries, a similar level of rhetoric and expectation
surrounded the development of the SAPARD instrument for rural development.

In reality the RDR is focused on support for activities ‘close to agriculture’. This has
also been reflected in the Commission’s approach to programme scrutiny and approval,
and in the allocation of resources within the programmes. The instrument is promoted
by the Commission more as a Regulation for the transformation of agriculture than an
all-encompassing measure for rural development. Similarly, the SAPARD measure has
focused very much upon preparing the agricultural sector (and most notably, its
administration) for accession and the implementation of the CAP.

In addition, the RDR was based on a relatively straightforward amalgamation of pre-
existing measures, coupled with the adoption of the programming approach previously
used for Structural Funds. Thus it is not a truly integrated instrument designed afresh to
meet its new strategic goals. Similarly, SAPARD measures bear a strong resemblance
to prior CAP measures, although their scope is dightly different and some measures are
simplified. These points will undoubtedly affect the way in which rura development is
pursued, under the two Regulations.

This study seeks to describe and then evaluate the early implementation of RDR and
SAPARD against a broad set of goals for sustainable rural development. These goals
share much in common with the early rhetoric surrounding both Regulations, but they
are derived directly from the objectives of the study’s Sponsors. The goals emphasise
balance and coherence; participation; integration; diversity, adaptability and
subsidiarity; and respect for rural assets and resources. These are the themes taken up
for evaluation in subsequent chapters of this report.

2.1 Introduction

The Rural Development Regulation (RDR) was agreed in early 1999 as part of the Agenda 2000
package of reforms to the CAP. The Regulation brings together and builds on what were
previoudy nine separate instruments. At one leve, it is designed to be a more coherent and
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programmed verson of a set of disparate measures aimed largely at agriculture, agri-
environment and forestry. At another, it is the prototype of a new agriculture and rura policy,
paving the way for an ambitious new agenda. The content and purposes of the Regulation need
to be seen in the light of the evolution of the CAP. They reflect the different origins and
development of the many component parts of the RDR.

Box 2.1 The History of the Rural Development Regulation

1992-1996: From CAP Reform to Cork

1992 MacSharry CAP Reforms Agreed
1995 Commissioner Fischler’s Agricultural Strategy Paper produced
November 1996 Cork Conference and Cork Declaration

1997-1999: From Cork to CAP Reform

July 1997 Commission publishes Agenda 2000 proposals

March 1998 Commission publishes draft legislation

11 March 1999 Farm Ministers agree CAP reform package

26 March 1999 Agenda 2000 reforms (including modifications to the farm ministers
package) agreed by Heads of Government

17 May 1999 Text of Rural Development Regulation (1257/99) agreed

23 July 1999 Text of Rural Development Implementing Regulation (1750/99)
agreed

1999-2002: Implementing the Rural Development Regulation

8 Sept 1999 Commission Decision on alocations of EAGGF funds

2000 Rural Development Plans drawn up and submitted for approval
Late 2000 Programmes commence

July 2002 Commission publishes proposals for Mid Term Review of the CAP,

including changes to the RDR

2.2  TheRoots of the Rural Development Regulation: the 1992 CAP Reformsto Cork

Following proposals drawn up by the then Agricultural Commissioner, Ray MacSharry, the 1992
reforms to the CAP included a marked reduction in support prices for grains, oilseeds and beef in
order to bring CAP prices closer to world market prices. There was aso quasi-compulsory set-
aside to reduce the over-production of arable crops; direct payments to arable and beef farmers to
compensate for price cuts, as well as a newly named set of enhanced ‘ accompanying measures'.
The accompanying measures were agri-environment, which al Member States were obliged to
implement, farmland afforestation and early retirement for farmers.

In 1995, Franz Fischler, MacSharry’s successor, took the next step in the reform process with a
European agricultural strategy paper (CEC 1995). The balance of forces pulling on the CAP was
shifting, making it difficult to defend the status quo. The prospect of EU enlargement to the east,
to include countries with sizeable agricultural sectors with many social and economic
difficulties, raised the issue of how the CAP would need to adapt. There were aso continuing
pressures for more trade liberalisation. Rejecting both the continuation of the status quo and
‘radical’ liberalisation of the CAP, the paper advocated taking forward the spirit of the 1992
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reforms, of cuts in market support offset by direct payments to farmers, with a stronger emphasis
on the integration of social and environmental policy aims.

In November 1996, Fischler convened a major European conference on rural development at
Cork to take the debate to a wider audience and try to engender more political and stakeholder
support for his ideas on CAP reform and a more ambitious integrated rural policy. The
declaration from the Conference, although not agreed by al participants, pointed towards a much
expanded rural development programme to embrace the whole farmed countryside, rather than
focusing on specific geographical zones. Many of the existing funds and schemes should be
brought together b simplify the plethora of policy mechanisms. Subsidiarity was seen as an
important mechanism in achieving the objective of an integrated rural policy, with an emphasis
on regional programming and greater transparency and participation.

Commissioner Fischler talked about the need for a rural development policy that is truly
integrated, not with a narrow sectoral focus on agriculture, but one that is tailored to local needs
and conditions and that draws in a wide range of partners. Above all, he argued that the policy
objective should be ‘ sustainable and integrated rural development’.

The participants at the Conference signed up to a common declaration, which is appended in full
as Annex . It talks of ‘making a new start in rural development policy’ (emphasis added), and
sets out ten points that should guide the development of rural development policy, as follows.

1. Sustainable rural development must become the ‘fundamental principle’ which underpins
all rural policy.

2. Rura development policy must be multi-sectoral with a clear territorial dimension.

3. Support for diversification should enable private and community-based initiatives to
become self-sustaining.

4. Policies should promote rural development that sustains the quality and amenity of
Europe srura natural and cultural resources.

5. Rura development policy must be ‘as decentralised as possible’, and emphasise
participation and a ‘ bottom up approach’.

6. Rura development policy, and notably its agricultural component, should be radically
simplified.

7. There should be one single rural development programme for each region.
8. Rura development policies should encourage the use of local financial resources.

9. The administrative capacity of local and regional governments and community groups
should be enhanced.

10. Programmes should be properly monitored and evaluated, with stakeholder involvement
in these processes.

23  From Cork to the 1999 CAP Reform: Negotiating the Agenda 2000 Refor ms




The RDR

The ambitious nature of the Cork Declaration generated dissent by severa Member States and a
political reaction from farming unions and most agricultural ministries who feared that rural
policy would be promoted at the expense of support for agriculture. The Declaration was thus
not endorsed by the Council of Agricultural Ministers and was sidelined by the EU Heads of
State. Nevertheless, the Commission’s Agenda 2000 reform proposals, issued in July 1997,
linked together proposals for changes in agricultural policy and the Structural Funds with the
plans for the enlargement of the EU and the framework for the medium-term budget for the
Union. Substantial reorganisation of CAP funding mechanisms was proposed and a new
emphasis was to be placed on simplification of rules and more decentralised application.

‘It should be possible to ensure that the reform of the CAP, in addition to
continuing with market and income support, is accompanied throughout the
Union by a broad range of rural development measures without neglecting the
goal of economic and social cohesion’

(European Commission, 1997, emphasis added).

Commenting on efforts to strengthen the environmental elements in the CAP and develop
agricultural structures policy, the Agenda 2000 report argued that:

‘rural policy in the Union still appears as a juxtaposition of agricultural market
policy, structural policy and environmental policy with rather complex
instruments and lacking in overall coherence’ (ibid).

To address these issues, the new RDR would:

‘lay the foundations for a comprehensive and consistent rural development
policy whose task will be to supplement market management by ensuring that
agricultural expenditure is devoted more than in the past to spatial development
and nature conservancy’ (ibid).

March 1998 saw the publication of a set of detailed draft regulations to ‘put flesh’ on Agenda
2000. The draft RDR aroused considerable interest amongst commentators. Intended to establish
an integrated legal framework for farm and rural development and agri-environment neasures,
its key features at the time were as follows.

It was to be co-financed by the Guarantee (rather than the Guidance) Section of the European
Agricultural Guidance and Guarantee Fund (EAGGF) which traditionally funded only the
CAP market regimes.

It was to be applied across the whole of the European Union.

European funds were to be allocated on the basis of multi-annual programmes prepared ‘ at
the most appropriate geographical level’ within Member States in a similar way to regiona
implementation of the Structural Funds.

This represented a significant shift in emphasis and funding responsibilities to make rural policy
amore central feature of the CAP. Indeed, much was made of the fact that the proposals referred
to rural development becoming the CAP's‘ Second Fillar’.

Although a novel departure, the draft Regulation was broadly derived from existing CAP
measures, including: structural adjustment of the farming sector; support for farming in less
favoured areas, remuneration for agri-environment activities, support for investments in




processing and marketing; and forestry measures. Indeed, none of the sets of measures were
entirely new. The broadest measures were those promoting ‘the adaptation and development of
rural areas (Article 33 in the final Regulation) which were derived from aids previously offered
from the Structural Funds under Objective 5b (1994-9). Article 33 appeared to broaden
eligibility for CAP supports to include the prospect of nonfarmers and non-agricultural activities
having access to the RDR budget. In addition, the Regulation included two new measures:
Article 16 offered compensation for ‘areas with environmental restrictions' as an extension to the
basic Less Favoured Area chapter, and Article 32 offered payments for the maintenance of
forests of ecological value where they were otherwise uneconomic to manage, within the broader
‘forestry’ chapter.

Negotiations over CAP reform were concluded in March 1999 by Heads of Government in
Berlin. They reduced the budget agreed earlier by the Agriculture Council and thus placed
restrictive limits on Pillar 2 spending. The main CAP budget (EAGGF Guarantee) was limited to
€40.5 billion per annum with only 10 per cent of this alocated to the RDR (EAGGF Guidance
was to provide a further five per cent of tota EAGGF funds for the RDR). Further, Heads of
Government disagreed as to low to stay within the agreed limit. Some accepted the principle of
degressivity, reducing direct payments over time, and the Commission had tabled proposals
along these lines (Agra Europe, Feb 1999). However, it proved difficult to agree a model that
was acceptable to all Member States, because of differential impacts on each State’ s share of the
budget. In addition, a few States remained opposed to the very idea. Thus it was decided instead
to limit expenditure by postponing reform of the dairy regime, reducing cereal price cuts and
retaining set—aside.

The Agenda 2000 outcome was thus deeply compromised and must be judged a missed
opportunity to transform the CAP (Tangermann, 1999). Effectively there was no ‘reform
dividend' at the EU leve (ie no freeing up of funds from Pillar 1 to promote the integrated rural
development agenda). However, crucial elements of national discretion were also incorporated
into Agenda 2000 to reflect national and regional circumstances. Of particular relevance to the
RDR was the option of using modulation to shift funds from first to second Pillar, within each
Member State (Lowe et al 2002, Falconer & Ward 2000).

SAPARD

The SAPARD Regulation followed on from the conclusions of the European Council on 12-13
December 1997. These provided for a pre-accession strategy for the Central and Eastern
European Countries (CEECs). The Community decided to support the economic and socia
reform process in these countries, and to prepare and facilitate integration of their economies to
the Community economy. The Council proposed to resolve priority problems in adapting the
economies of Candidate Countries in a sustainable manner and to facilitate their implementation
of the acquis communautaire, not least the CAP. The significance that the Community attached
to agriculture and rural development issues in the accession process can be seen in the fact that
SAPARD was one of only two pre-accession instruments subsequently introduced (the other
being the Instrument for Structural Policies for pre-Accession, 1SPA)?.

In June 1999, the EU Council of Ministers adopted Regulation 1268/1999 for specia assistance
for agricultural and rural development (SAPARD) in the ten CEECs, to be funded through
externa aid but in accordance with the procedures of the Guarantee Section of the EAGGF. The
funds available amount to €520 million annually (at 1999 values) over the period 2000-2006. In
July 1999 the Commission adopted a decision on the alocation of the SAPARD funds between
the CEECs. This allocation was based on the following ‘ objective criteria :

2 These instruments were to operate alongside arevamped PHARE programme.
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farming population,

agricultura area,

GDP per capitain purchasing power, and

the specific territorial situation in each country.

2.4 Content of the New Regulations

Aims and Principles
The RDR as adopted in Berlin aims to provide a single, coherent package of support to all rural
areas in three main ways.
by creating a stronger agricultural and forestry sector;
by improving the competitiveness of rural areas; and
by maintaining the environment and preserving Europe's unique rural heritage
(European Commission, 1999c).

The RDR includes two broad types of measures. First are the so-called ‘ non-accompanying
measures that offer a mix of capital and annual payments to specific development projects or
activities (aid for farm investments, support for young farmers, training, processing and
marketing, forestry, and ‘other rura development’ measures). Second are the so-called
‘accompanying measures including land-based payments made on an annual basis (agri-
environment, Less Favoured Area (LFA) compensation, aid for afforestation of farmland and
early retirement aid).

The guiding principles for the policy are those of ‘decentraisation of responsibilities and
flexibility’. It is for the Member States to come forward with proposals for rural development
programmes targeted at an appropriate geographical level. They are able to draw on a menu of
rural development measures set out in the Regulation according to their needs and priorities. The
Regulation itself, the Commission has argued, reflects ‘a major step in the direction of the
simplification of European legidation: a single text replaces nine previously existing regulations
(European Commission, 1999).

The two main objectives of SAPARD are set out in Article 1.

1 to contribute to the implementation of the acquis communautaire concerning the CAP
and related policies;

2. to solve priority and specific problem