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Executive summary

Our seas, coasts and land provide a range of environmental goods and
services that are fundamental to human existence. We overexploit and

damage these natural resources at our peril. Eutrophication — or nutrient

overloading — of the Baltic Sea is just one example of how human
activities can damage the natural environment.

In the last 150 years, the Baltic Sea has
gone from a pristine, nutrient-poor,
clear water sea to permanent eutroph-
ic conditions. A key factor in the en-
vironmental degradation of the Baltic
Sea is the intensification of agriculture
—much of it in the last fifty years — in
the surrounding drainage basin. Large
amounts of nutrients, mainly nitrogen
and phosphorus, are released into the
Baltic Sea each year as a result of mod-
ern farming practices such as the use of
artificial fertilisers.

A major solution to the problem of
eutrophication lies on the land and
in the promotion of more sustainable
farming and land management prac-
tices. Agriculture policy has a major
role to play in achieving sustainable
agriculture. Successive reforms of the
Common Agricultural Policy (CAP)
have started the process of putting ag-
riculture on a more sustainable footing
but much remains to be done. Putting
an end to eutrophication of the Baltic
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Sea, and to a wide range of other en-
vironmental problems associated with
European agriculture, demands fur-
ther, progressive reform of the CAP.
The time is now right to consider what
changes are needed in agriculture pol-
icy over the coming decade or more.
WWE, in seeking to address eutrophi-
cation of the Baltic Sea, presents a vi-
sion for policy reform that reaches far
beyond the Baltic Sea States.

Time must not be wasted in moving
towards a new vision for rural Europe.
In this paper, WWF outlines a vision
for a new Common Environment and
Rural Policy (CERP) and argues that
steps must be taken now to make that
vision a reality.

WWEF calls on European and
national decision makers to:
B Make full use of existing CAP meas-
ures to combat eutrophication of the
Baltic Sea, achieve better management
of land and water resources, reverse the
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decline in biodiversity and adapt to,
and mitigate against, climate change;
B Engage in a full and open debate
about the future of the EU budget and
the need for substantive reform of the
CAP to create a new fund focused on
sustainable land management and ru-
ral development;

B Work in partnership with environ-
mental NGOs, farmers’ representa-
tives and others to develop a new Com-
mon Environment and Rural Policy
for implementation in 2019.

The time for change is now
Europe’s decision makers have a re-
sponsibility to citizens and taxpayers
to address the many environmental
problems of the past and forge a new
and sustainable future for Europe’s
rural areas.
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Introduction

Eutrophication or nutrient overloading of the Baltic Sea is a major
problem and highlights just one of the negative impacts of human
activities on the environment. Intensive agriculture is a major cause

of eutrophication.

Successive reforms of the CAP have
begun to address the problem. How-
ever, putting an end to eutrophication
of the Baltic Sea, and to a wide range
of other environmental problems as-
sociated with European agriculture,
demands further, progressive reform
of the CAP. The time is now right to
consider what reforms are needed.

Europe’s seas and coasts are a vital
resource upon which millions of peo-
ple depend. Fishing, shipping and
tourism are just some of the economic
activities that rely on marine resourc-
es. Our seas and coasts also provide
a range of environmental goods and
services that are fundamental to hu-
man existence. Sadly, we fail to ap-
preciate the importance of having a
healthy sea and continue to overex-
ploit and damage these resources at
our own peril.

The Baltic Sea is the largest brack-
ish water sea in the world. As a result
of human activities both at sea and on

land, the Baltic Sea has gone from a
nutrient poor, clear water in the 1800s
to a eutrophic — nutrient rich — marine
environment today.

A key factor in the environmental
degradation of the Baltic Sea is the
intensification of agriculture in the
surrounding drainage basin. Large
amounts of nutrients, mainly nitro-
gen and phosphorus, are released into
the Baltic Sea each year as a result of
modern farming practices. Nutrients
are also deposited by traffic, industry,
waste-water and shipping. The result-
ing eutrophication has numerous ef-
fects, the most visible of which are the
vast areas of algal blooms that occur
during the summer months. Nutrient
over-loading of the marine environ-
ment, such as that witnessed in the
Baltic Sea, has severe economic, social
and environmental impacts, the costs
of which must be borne by society. This
is why Eutrophication is recognized by
the HELCOM Baltic Sea Action plan

Nutrient overload

An overload of nutrients such as nitrogen and phosphorus causes
damaging eutrophication of aquatic systems. Eutrophication is now
a critical issue in the Baltic Sea and other European water bodies.
The use of high levels of artificial fertilisers by agriculture is a major
source of nutrients reaching the Baltic Sea.

Nutrients such as nitrogen and phos-
phorus are essential to maintain the
healthy structure and functioning of
aquatic ecosystems. An overload of
such nutrients, however results in ac-
celerated growth of planktonic algae
and higher plant forms which disrupts
the normal functioning of the ecosys-
tem.

Agriculture is a major source of
nutrients reaching the Baltic Sea due
to the high levels of artificial fertilis-

ers being used today. In 2000, almost
60% of the total waterborne nitrogen
input and 50% of the phosphorus in-
put to the Baltic Sea originated from
agriculture and managed forestry. The
implementation of various agricultur-
al water protection measures, such as
the Nitrates Directive, is beginning
to show some positive results in terms
of reducing nutrient loads. However,
nutrients remain in farmland soils for
long periods and are only gradually

4 | No more EU-trophication — how CAP reform can save the Baltic Sea

as the primary environmental threat to
the Baltic Sea.

Putting an end to eutrophication of
the Baltic Sea, and to a wide range of
other environmental problems associ-
ated with European agriculture, de-
mands further, progressive reform of
the CAP. The current EU Budget Re-
view offers the prospects for a major
overhaul of CAP expenditure; the time
is now right to consider what changes
are needed in agriculture policy over
the coming decade or more. The WWF
Baltic Ecoregion Programme, in seek-
ing to address eutrophication of the
Baltic Sea, presents a vision for the
CAP that reaches far beyond the Bal-
tic Sea States.

released into rivers through leach-
ing and water transport. There may
therefore be a time lag before the full
effect of nutrient reduction measures
is visible.
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Is the CAP to blame for eutrophication?

Eutrophication of the Baltic Sea is partly a consequence of past agricultural
policies, particularly the CAP, which encouraged intensive agriculture. Recent
CAP reforms have largely removed production incentives. The challenge now
is to address the legacy of past environmental damage and shape the policy
into one that can help to deliver truly sustainable agriculture.

The management of agricultural land in
the countries surrounding the Baltic Sea
has a major influence on the levels of nu-
trients reaching the water. The general
trend within European agriculture over
the past fifty years has been one of in-
tensification and specialisation. This has
resulted in fewer, larger farms, a decline
in mixed farming with greater emphasis
on monocultures and substantive use of
artificial inputs such as pesticides and
fertilisers. The use of nitrogen and phos-
phorus based artificial fertilisers has in-
creased enormously and resulted in an
excess of nutrients beyond the require-
ments of the crops being grown. Inten-
sive livestock production has increased
the amount of manure and other waste

that must be disposed of on land. Ex-
cess nutrients leach out of soils and find
their way into watercourses which even-
tually drain into our seas and oceans,
in a process known as diffuse pollution,
and result in eutrophication. Nutrients
can also enter watercourses from point
sources such as leaking manure storage
facilities on farms. The rate of loss of nu-
trients from the soil can be exacerbated
by the way in which the land is managed.
For example, ploughing grassland can
release nutrients locked up in the land.
Similarly, land drainage — to improve
conditions for farming — can speed up
the loss of nutrients.

The choices made by individual farm-
ers about how they manage their land

e

6 | No more EU-trophication — how CAP reform can save the Baltic Sea

are critical to the issue of eutrophica-
tion. These choices, and the overall be-
haviour of farmers, are influenced by a
wide range of different factors and in-
clude, among others:

B agricultural, environmental

and other policies at both EU

and national level

m market factors — price of com-
modities such as beef and wheat, con-
sumer demands and preferences

B available technology

Whilst it is important to recognise the
influence of all these different factors
on farming, one stands out as having
had a disproportionate influence over
the past fifty years — the CAP.

The CAP and eutrophication
Until relatively recently, the CAP —
through payments and support meas-
ures offered to farmers — encouraged
agricultural production irrespective of
market requirements. The more farm-
ers produced, the more money they re-
ceived from the EU. Not surprisingly,
many farmers responded to these pro-
duction signals by adopting more in-
tensive farming practices in order to in-
crease yields and profits. Increased use
of artificial fertilisers became a neces-
sity in this drive for production. Over
time, the negative consequences of such
a public policy — from trade distortion to
environmental damage — became appar-
ent. More recently, progressive reforms
of the CAP, most critically in 2003, have
largely broken the link between pay-
ments and production and established
a more environmentally and socially fo-
cused rationale for the CAP.

The challenge now is to address the
legacy of past environmental damage
and shape the CAP into a policy which
can deliver truly sustainable agricul-
ture throughout the EU. WWF believes
sustainable agriculture is that which
produces safe, affordable and healthy



food in ways that are ecologically re-
sponsible, economically viable and so-
cially equitable. A fundamental princi-
ple of sustainable agriculture must be
that it does not damage or deplete the
very natural resources on which agri-
culture itself — and society as a whole
—depends. How to achieve sustainable
agriculture through CAP reform is the
focus of this vision paper.

Market forces
and eutrophication
Successive reforms of the CAP have
sought to encourage a more market-
oriented agriculture where production
decisions are a response to market sig-
nals such as the price of, and demand
for, certain commodities. The nature
of agricultural production i.e. its reli-
ance on natural resources such as soil,
air and water and its requirement for
land, means that it also produces non-
commodity outputs. Such outputs are
referred to as externalities; they are
external to the main production proc-
ess. In many cases, these externalities
are positive. For example, agricultural
production can have beneficial impacts
on biodiversity and landscapes. But ex-
ternalities can also be negative. Diffuse
pollution and eutrophication are exam-
ples of negative externalities in the ag-
riculture sector.

Agricultural markets generally fail
to take account of both the negative
and positive externalities of produc-

tion. They provide insufficient incen-
tive to farmers to avoid practices that
lead to environmental damage or to
adopt practices that maximise the en-
vironmental benefits of production.
Correcting market failure is a legiti-
mate reason for public intervention in
the agriculture sector and depending
on the type of market failure, different
policy responses are appropriate.

Preventing negative externalities of
agricultural production requires the
use of regulation and the application
of the ‘polluter pays principle’, as well
as other approaches such as advice and
training for farmers. Regulation estab-
lishes legally based standards that pro-
ducers must comply with or face fines
or other sanctions. A wide body of en-
vironmental and other legislations al-
ready applies to the agriculture sector
including the Nitrates Directive and
Birds and Habitats Directives. How-
ever, as agriculture becomes more mar-
ket-oriented, and favourable commod-
ity prices incentivise production, the
role of regulation will become increas-
ingly important in governing produc-
tion methods and ensuring that farm
businesses are not allowed to produce
in ways that damage the interests of
European citizens. A strong regulato-
ry baseline and proper enforcement are
both required.

Encouraging the production of pos-
itive externalities is largely a role for
incentives, which can take different

forms. The remainder of this paper
explores the type of incentives needed
to promote environmentally benefi-
cial production and, in particular, the
concept of ‘public payments for pub-
lic goods’. Markets can also, in some
instances, incentivise environmental
benefits; for example, where consum-
ers are willing to pay higher prices for
certain attributes of food. Currently,
the markets for such food goods are
developing but represent only a tiny
fraction of overall agricultural pro-
duction and do not offer a widespread
solution as yet.

Technology and eutrophication
Technology has played an important
role in facilitating the development of
European agriculture. Over time, farm-
ing has become more mechanised, with
machinery replacing labour in many
day-to-day activities, supporting the
intensification and specialisation of ag-
riculture. Some technology has there-
fore been a driver of environmental
damage. But new technologies could
increasingly help to combat problems
such as eutrophication by, for exam-
ple, aiding the precision application of
fertilisers and helping to turn livestock
waste into energy through processes
such as anaerobic digestion. Support-
ing the development of environmental-
ly beneficial technologies must be part
of the solution to problems such as eu-
trophication in future.
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The CAP: A pre-eminent policy

The current CAP dominates EU policy and expenditure and commands

44.5% of the total EU budget. Direct income support for farmers and
market intervention receive almost 77% of the total CAP budget while
environmental and rural development support receives only 22%.

The CAP owes its origins to the 1957
Treaty of Rome and is one of the longest
standing and relatively few ‘common’
EU policies. The CAP began life prima-
rily as a series of market interventions
designed to support European farmers
and protect them from external compe-
tition. Measures to address structural
issues were relatively few and environ-
mental measures unheard of. Over the
ensuing years, the CAP has undergone
numerous, substantive reforms in re-
sponse to political, societal and market
demands. Price support and market in-
tervention has been gradually reduced
— although not yet entirely phased out
—replaced by increasing levels of direct
income support for farmers. The first
EU wide agri-environmental measure
was introduced in 1985 and such meas-
ures, along with various rural develop-
ment measures, now form a growing
component of the CAP.

The CAP today

Today, three different types of CAP in-
terventions can be identified:

B Market interventions — including
tariffs, export subsidies, intervention
purchasing, deficiency payments, out-
put quotas, input subsidies and con-
sumption subsidies.

B Direct payments — income support
payments for farmers paid through the
Single Payment Scheme (SPS)1. The
majority of direct payments are now
decoupled from production but some
coupled payments remain. The receipt
of payments is conditional on compli-
ance with specific environmental, ani-
mal welfare and other standards under
a system known as cross compliance.
B Rural development measures — a se-
ries of measures under the European Ag-
ricultural Fund for Rural Development
(EAFRD) to help improve the competi-

Competetiveness

M Cohesion

[l Prevservatio & Management of Natural Resources
Freedom, Security and Justice

M Citizenship
EU as global player

M Administration

B Compensations to new EU countries

Enviroment (LIFE etc)
B Agricultural expenditure and direct aids (Pillar )

M Rural Development (Pillar I1)

5.5% 0.3%
5.4% 7.4%
0.5%

0.5%

44.5% 36%

Breakdown of the EU Budget 2007

0.36%

Breakdown of Preservation and Management of Natural Resources budget heading 2007

tiveness of farm businesses, the environ-
ment and the quality of life in rural areas.
Some measures are subject to cross com-
pliance.

Together, market interventions and
direct payments constitute what is com-
monly referred to as Pillar I of the CAP
while rural development measures con-
stitute Pillar II.

Historically, the CAP has always
secured a large proportion of the EU
budget — €55.1 billion in 2007, repre-
senting an enormous public invest-
ment in farming and rural areas. CAP
expenditure is presented by the Com-
mission under the Budget heading of

‘Preservation and Management of Na-
tural Resources’ (see Figure above).

However, of CAP expenditures in
2007, less than a quarter was spent on
environmental and rural development
measures under Pillar IT with the ma-
jority spent on direct aids (income sup-
port) to farmers under Pillar I (see Fig-
ure above).

The balance between Pillar 1 and
Pillar IT expenditure has shifted since
2005 as a result of compulsory modula-
tion. This imposes a percentage cut in
direct payments and shifts the money
saved into Pillar II.

1 The majority of new Member States apply the Single Area Payment (SAPs) — a transitional, simplified income support - rather than SPS at the present time.
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Why further CAP reform is needed

The current CAP lacks transparency, is inequitable and is insufficiently
matched to the many challenges facing the EU in the first half of the

21st century. Progress has been made in the last fifteen years but there

remains much to be done to achieve a more sustainable policy.

Arguments for CAP reform

The CAP has gradually shifted from
a protectionist policy heavily focused
on increasing production within the
EU and protecting farmers from ex-
ternal competition to one which is in-
creasingly trying to promote a more
market oriented and sustainable ag-
riculture, recognising the concerns of
European citizens. Progress has been
made but there remains an overriding
need to shift the CAP towards a more
environmentally focused and sustain-
able policy.

Key concerns include:

® The majority of CAP payments (Pil-
lar 1) are weakly linked to the provi-
sion of public goods and services (for
example, the sustainable management
of water resources, biodiversity pro-
tection and the maintenance of valued
agricultural and forest landscapes) and
insufficiently targeted at helping agri-
culture adapt to, and mitigate against,
climate change.

B CAP measures with the greatest po-
tential to support sustainable agricul-
ture and rural development (Pillar II)
receive the smallest proportion of CAP
funding and budgets are severely over
stretched.

B The current system is highly inequi-
table; in 2005, 20% of CAP beneficiaries
received almost 80% of direct payments
reflecting past production levels. The
current rationale for Pillar I payments
is income support yet those farmers
least in need of income support pay-
ments received the lion’s share of public
funding.

m The 12 new Member States that
joined the EU in 2004 and 2007 have
large areas of low intensity farming
that are of high nature value and a re-
pository for some of Europe’s most pre-
cious wildlife. The current CAP system
applied in these countries threatens to

increase the abandonment of traditional
farming practices in some areas and fuel
the intensification of agriculture in oth-
ers with dire consequences for the envi-
ronment.

Further enlargement of the EU is
also anticipated with current candidate
countries including Turkey, Croatia and
Macedonia. Applying the CAP in these
countries will need to recognise both
the wealth of environmental resources
found there and the current level of ag-
ricultural development.

Without further CAP reform, the
EU is likely to fail to meet many of its
own and international obligations in
relation to biodiversity, water protec-
tion and climate change and will fail
to meet the growing expectations of its
own citizens. In its current form, the
CAP could represent a constraint on
future EU enlargement and a barrier
to world trade

Arguments against CAP re-
form: the food security debate
The origins of the CAP can be traced
back to post-war Europe and the urgent
demand to increase food production at
a time of food shortages and rationing.
At that time, food security was a genu-
ine issue that needed to be addressed.
Price support and other market inter-
ventions were introduced and Europe’s
farmers responded with a zeal not often
seen. Over time, such policy measures
led to over-production of some com-
modities and the need for new meas-
ures, such as set-aside and milk quotas,
to curb production. Production subsi-
dies themselves were increasingly criti-
cised as being trade distorting and en-
vironmentally damaging.

We now live in a different world but
some current trends and recent events
have led to a resurgence of the food se-
curity debate and demands — mainly

10 | No more EU-trophication — how CAP reform can save the Baltic Sea

from the farming industry — for subsi-
dies to support food production. Fac-
tors such as growing world demand for
food, climate change and growing de-
mand for biofuels, as well as concerns
about global terrorism, are cited as rea-
sons why food security issues should
be at the heart of the CAP. There are,
clearly, some real issues to be addressed
about global food security. Ensuring
that the world’s poor have adequate
supplies of affordable food must sure-
ly be a priority. But all evidence on this
subject points to poverty and insuffi-
cient access to food as the major causes
of food insecurity for such people rath-
er than a lack of global food supplies
per se. There is much the EU can do to
help alleviate poverty, assist developing
countries in boosting their own food
production capacity through sustain-
able agriculture systems and facilitate
economically beneficial trade. Calls for
maintaining EU market interventions
and price mechanisms, dressed up as
concerns about food security, misun-
derstand the real issues and are more



likely to harm those facing food inse-
curity than benefit them.

Regarding domestic food produc-
tion, it is legitimate for the EU to main-
tain its own strategic food production
capacity by, for example, investing in
agricultural research and development
and promoting skills development and
training in the farming and food sec-
tors. The policy framework should en-
able farmers to respond to market de-
mands for adequate supplies of safe,

healthy, affordable food and encour-
age them to do so in ways that are en-
vironmentally sustainable. Reducing
the huge amount of food that is wasted
each year in Europe would also help
to ensure sustainable food supplies.
These are significant challenges but
global food security is unlikely to be
addressed by government intervention
in agricultural commodity markets,
such as price support and export sub-
sidies, as witnessed in the past.

No more EU-trophication — how CAP reform can save the Baltic Sea | 11



A chance for change

Opportunities for CAP reform are on the horizon and must be grasped.
The EU Budget Review offers the prospects for a major overhaul of
CAP expenditure and an unmissable opportunity to bring to life a new
Common Environment and Rural Policy designed to meet 215t century

challenges.

The EU Budget Review

The EU budget is determined by the
Financial Framework, which currently
covers a seven year period and repre-
sents an Interinstitutional agreement
between the European Commission, the
Council and the Parliament. The Finan-
cial Framework equates to an indica-
tive spending plan and sets ceilings for
possible annual expenditure, with ac-
tual spending plans determined by an
annual budget process.

The current Financial Framework,
running from 2007-2013, was agreed in
December 2005 but only after heated
discussion between the UK and France
over spending priorities and the CAP.
As a result, the Commission was com-
mitted to undertake:

“...a full, wide ranging (budget) review
covering all aspects of EU spending in-

cluding the CAP, and of resources,
including the UK rebate, to report in
200819

The EU Budget Review was initiated
with the launch of a document enti-
tled, ‘Reforming the budget, chang-
ing Europe’ in September 2007 and the
opening of a public consultation peri-
od running to April 2008. In launch-
ing the Review, Commission President
Barroso promised a ‘no taboos’ debate
and described the Review as, “...a once
in a generation opportunity to make a
reform of the budget and also a reform
of the way we work.” The outcomes of
this Review will determine the next Fi-
nancial Framework for 2014 onwards.
CAP expenditure is likely to face sig-
nificant challenge, with competing de-
mands for funds for research, innova-
tion, job creation and competitiveness

European Commission
President Barroso

exerting downward pressure on agri-
cultural spending.

WWF welcomes the Budget Review as
an opportunity to ask some far reaching
questions about the overall purpose of
the current CAP and the benefits it deliv-
ers. WWF believes the answers to such
questions will find the CAP lacking and
will point to the need for a major over-
haul of the policy in order to respond to
21st century challenges.
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Transforming the CAP

The CAP currently represents a substantive investment in rural areas — an investment
that must be defended against competing urban and other demands for expenditure.
Agricultural support per se has weakening legitimacy. WWF believes the CAP

must undergo a period of transformation in order to meet the economic, social and
environmental challenges of the 21st century in rural areas. It must shift from an agri-
culturally focused policy to a broader based environment and rural development policy
designed to achieve sustainable land management and the sustainable development

of rural areas.

Is there a need for public
support for farming?

Farmers produce food and other com-
modities such as cotton which they can
sell to consumers at prices determined
by supply and demand. WWF believes
that the production of such commodi-
ties should not be subsidised by pub-
lic funds. But farming also produc-
es a range of non-market goods and
services which, unlike wheat or beef,
farmers cannot charge a price for. The
regulation of water and soils and the
maintenance of landscapes and wild-
life are key examples. These goods and
services, known as ‘public goods’, ben-
efit society as a whole but tend to be
underprovided by agricultural mar-
kets and require public intervention
to secure their delivery. WWF sup-
ports the principle of ‘payments for
public goods’ whereby the taxpayer
purchases the goods and services re-
quired by society as a whole, through
targeted payments to farmers or other
direct interventions. Delivering public
goods should be the primary purpose
of a reformed CAP in the future and is
likely to require substantial investment
in rural areas.

Is there a need for a

‘common’ rural policy?

Many of the challenges facing rural Eu-
rope are transboundary in nature and
require a common framework in order
to be addressed. The management of
water resources, climate change miti-
gation and adaptation and the conser-
vation of biodiversity require concert-
ed action by Member States, working
towards common goals, objectives and
targets. This suggests the need for an
overarching EU policy framework and
a centralised budget that can be allo-

Level 1: Basic Area Payments
and specific rural development
assistance

Payments for Public Goods

(Environmental Maintenance and
Mitigation)

Legislative Baseline (No Payments)

(Environmental Protection)

Advice

Training

Management
Plans

0 Percentage of land managers or 100

payment recipients

Components of a Common Enviroment and Rural Policy

cated efficiently according to environ-
mental and rural development needs.

Principles for a new

rural policy

Some key principles should underpin
future investment in rural areas:

B ‘The Polluter Pays Principle’: all
public payments should be under-
pinned by a strong regulatory floor and
the application of the ‘polluter pays’
principle. All beneficiaries in receipt of
public payments should be able to dem-
onstrate compliance with standards es-
tablished by EU and national legisla-
tion such as the Nitrates Directive.

H ‘Public Payments for Public Goods’:
public money should only be used for

the provision of public goods. A broad
definition of public goods should be
applied including: the regulation of
environmental functions such as sus-
tainable water management, carbon
sequestration and soil protection; the
provision of environmental benefits
such as the preservation of biodiversi-
ty and habitat protection and the main-
tenance of valued cultural and historic
landscapes; and, the provision of non-
environmental benefits such as public
access and enjoyment, rural employ-
ment and the socio-economic viability
of rural areas.

u ‘Payments should be linked to the
delivery of clear objectives and targets’:

these payments and objectives should >>
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reflect the defined environmental and
socio-economic needs of rural areas.
H ‘Information on payments made to all
beneficiaries should be in the public do-
main’: to ensure that the use of public
funds is transparent and open to public
scrutiny.

A Common Environment

and Rural Policy

WWF proposes a transition from a
Common Agricultural Policy (CAP)
to a new Common Environment and
Rural Policy (CERP) by 2019. The core
components of CERP are described as
follows (see Figure above):

Legislative baseline

All land managers must comply with
existing EU and national legislation
that applies to land and the activities
they undertake, irrespective of whether
they receive public payments or not. All
beneficiaries in receipt of public pay-
ments under CERP (as described un-
der the next two headings) will be re-
quired to comply with a set of defined
standards, based on the current cross
compliance system. Such standards
will therefore constitute a pre-condi-
tion for receiving public payments un-
der CERP. Standards will, as now, be
derived from a list of EU and national
legislation and from issues relevant to
Good Agricultural and Environmen-
tal Condition (GAEC). Recipients of
any payments found not to be in com-
pliance with standards should face the
withdrawal of payments and, in certain
circumstances, be required to pay back
monies received.

Level 1: Basic area payments for
public benefit and specific
rural development assistance

This component of CERP would be
comprised of two main elements: basic
area payments for land management
that delivers defined public benefits;
and, specific one-off investments and
financial assistance to support and fa-
cilitate rural development, e¢.g. grants
to support business development and
pay for infrastructure.

Land managers (farmers, foresters
and others) would be eligible for an-
nual payments per hectare for land
management that contributes to the
maintenance of public goods and serv-
ices. Such payments could be delivered
through menu-based land manage-
ment schemes whereby managers se-
lect a range of land management op-
tions to follow, appropriate to local and
regional conditions. Organic farming
and other systems such as integrated
crop management could be supported
at this level. Land management options
would be designed to maintain existing
beneficial land management practices or
encourage their introduction and would
have a moderate level of environmental
ambition. Land managers would enter
a five or ten year management agree-
ment in return for payments. Schemes
and payment rates would be designed in
such a way as to encourage high levels of
take-up with the aim of securing 70-80%
of rural land (agriculture and forest area)
under a basic management agreement.
The objectives for such payments could
encompass a wide range of issues includ-
ing improving water quality, maintain-
ing biodiversity and landscapes, climate
change adaptation and mitigation, the
provision of access and recreation op-
portunities, among others.

Combating eutrophication

through basic area payments

Basic area payments could help to
combat eutrophication by encouraging:
B The introduction of buffer strips
(wider than those required under
the legislative baseline) alongside
water courses on cultivated land
and grassland

Ditch management

Nutrient management plans

Manure management plans

Appropriate management of land
at high risk of soil erosion

Management of cultivated land
and grassland with low inputs
such as fertilisers

14 | No more EU-trophication — how CAP reform can save the Baltic Sea

To support rural development, specific
one-off investments and financial assist-
ance would be available in rural areas.
Some activities currently funded under
Axis 1 and Axis 3 of EAFRD would be
eligible for on-going funding. Particu-
lar emphasis should be given to funding
development activities that are likely to
yield not only socio-economic benefits
but also environment benefits. For ex-
ample, ecotourism projects or invest-
ments in improving energy efficiency or
waste management could be funded. It is
envisaged that rural development invest-
ment more generally would be provided
in future through greater use of Cohesion
Funds.

Level 2: Targeted support for
achieving more complex environ-
mental outcomes

Thits component of CERP would pro-
vide payments to land managers for un-
dertaking activities that would lead to
the enhancement or restoration of envi-
ronmental goods and services. Such ac-
tivities might include habitat recreation
where important habitats have been
lost or restoration where habitats have
been degraded by past activities. Tar-
geted species recovery projects or spe-
cies re-introduction might be included
under this measure. Support could also
be targeted to the maintenance of High
Nature Value farmland and to support
the active management of areas desig-
nated as Natura 2000 sites or priority
water catchments. The creation of new
access and recreation opportunities on
land could also be funded under this
option as could enhanced resource pro-
tection options such as arable reversion
to prevent soil erosion and water pol-
lution and limiting the use of artificial
fertilisers and manure. Payments would
be per hectare (or per length for linear
features) and capital grants would also
be available for one-off investments or
to pay for necessary infrastructure such
as fencing. Land managers would enter
a five or ten year management agree-
ment in return for payments. In most
cases, land managers would be expect-
ed to enter the basic management tier



first before being eligible for further
targeted support. However, there may
be instances where separate targeted
payments are appropriate.

Land management plans

All land managers wishing to receive
public payments would be expected to
complete (or have completed for them)
a management plan for the land to be
entered into agreement. The plan would
include maps, identification of existing
environmental assets and resources and
details of the management options se-
lected to achieve specific environmen-
tal outcomes. The level of information
contained in these plans would vary
according to the type of payments be-
ing applied for. A relatively simple plan
would be expected to accompany basic
area payment agreements rising in lev-
el of detail and specification as higher
tier payments are applied for. Plans ac-
companying agreements for targeted
support would be expected to be more
detailed and may require specialist in-
put to produce them. Assistance could
be granted for the production of such
plans.

Advice and training
Land managers are likely to require
advice and training to help them max-

Combating eutrophication through

targeted support payments

Targeted payments could help to com-
bat eutrophication by encouraging:

I Arable reversion to unfertilised
grassland in targeted areas to
prevent run-off

I Measures to prevent erosion and run-off

in intensively managed grasslands

B In-field grass areas to prevent erosion

and run-off

I Seasonal livestock removal on
grassland

B Nil fertiliser applications

imise the outcomes from management
agreements. Under CERP, Member
States would be required to establish
advisory and training systems to sup-
port implementation of the policy. All
land managers receiving public pay-
ments should be required to attend at
least a one day, general training course
(for Level 1 basic agreements) and ad-
ditional training days (for Level 2 tar-
geted agreements) at the start of agree-
ments. Financial assistance could also
be provided for further attendance at
topic specific training days e.g. creation
of specific habitats. All land managers
entering agreements would also receive
a free on-site advisory visit at the start
of all agreements. Further advice could
be made available through a range of
media such as handbooks, leaflets, the
internet and telephone helplines, pro-
vided by Member States.

Balance of expenditure

The current CAP budget is dominat-
ed by market-related expenditure and
direct aids (income support) for farm-
ers, which accounts for 77% of total ex-
penditures. Under CERP, there would
no longer be any income support for
farmers, as it currently exists. Instead,
all expenditure would be devoted to
achieving environmental and rural de-

7%

40%

I Restoration of wetlands, rivers and lakes

in order to increase their capacity to
decrease N and P runoff

velopment outcomes. The budget for
CERP should be based on actual en-
vironmental and social needs and set
accordingly. Such needs are likely to be
considerable and it is not envisaged that
the budget for CERP will be substan-
tively less than the current CAP.

The exact breakdown of the CERP
budget between its different compo-
nents will need to be calculated. An in-
dicative break down, based on the area
of land and number of recipients likely
to be targeted by the different payments
and the nature of the payments, is pre-
sented in the Figure below.

A period of transition

The old CAP would gradually be dis-
mantled, with Pillar I progressively
phased out, and the new CERP brought
to life, building on the current Pillar 11
of the CAP. A gradual transition is re-
quired to allow farmers time to adapt
and to avoid widespread economic dis-
ruption to the agriculture sector. Time
is also needed to build the administra-
tive and delivery structures required to
implement the new policy.

The next Financial Framework is ex-
pected to cover the period 2014-2020,
although there is some speculation that
it may only cover a five year period of
2014-2018 to tie in with a new Com-

50%

Basic payments and rural development
M Targeted payments
Management planning

B Advice and training

Indicative break down of CERP budget by component.
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mission College. The next Financial
Framework should be the main tran-
sition period for the CAP. During this
period, there should be substantive and
progressive cuts in Pillar I direct pay-
ments, as follows:

2014 10
2015 20
2016 35
2017 55
2018 75
2019 100

The money saved from phasing out Pil-
lar I should be used to fund the new
CERP. However, developing a new
policy, establishing its component
parts and putting in place the neces-
sary administrative and delivery struc-

Pillar | payment reduction
Interim Article 68 payments

Revision to EAFRD

New EAFRD programming Current

CERP legislation

CERP implementation

Existing modulation

programming

tures will take time. WWF therefore
proposes that the new CERP becomes
effective from 2019 and that the period
2014-2018 is used as a transition peri-
od. Within this period, some interim
measures should be considered to ease
the change-over from CAP to CERP:
® Within Pillar I, a proportion of the
funds raised by payment reductions
should be used to finance an interim,
five year payment scheme — based on
a revised Article 68 — to support en-
vironmentally important farming sys-
tems and pay farmers willing to man-
age land as ‘Ecological Compensation
Areas’ (ECAs). Recipients of such pay-
ments would be required to complete a
basic land management plan describ-
ing activities to be undertaken. Once
CERP s in place, activities paid for un-
der this scheme would transfer to basic
area payment agreements.

B The bulk of the remaining funds
raised by Pillar I payment reductions

10% 20% 35%

55%

should be transferred into Axis 2 — the
land management axis — of Pillar II.
The EAFRD regulation should be re-
vised from 2014 and a new program-
ming period run from 2014-2018. Cer-
tain Axis 1 and Axis 3 measures that
could be better funded by Cohesion
Funds should be removed from EA-
FRD and remaining measures given a
stronger environmental focus. The LFA
measure should be reformed into a Lev-
el 2 targeted measure (as described un-
der CERP). A substantial proportion of
the new money should be allocated to
the agri-environment, forest environ-
ment, Natura 2000 and Water Frame-
work Directive (WFD) measures. A
proportion of funds should also be allo-
cated to Member States to enable them
to establish enhanced advisory systems
and develop the management planning
process.

The legislative steps needed to agree
and introduce CERP should be taken
during 2016-2108. CERP could then
take effect from 2019. As is done now
for Pillar II, Member States would be
required to produce National Strate-
gic Plans for CERP and National En-
vironment and Rural Programmes set-
ting out objectives, the measures to be
used and establishing clear targets for
CERP.

By building in a transition period
for the shift from CAP to CERP, both
farmers and land managers and nation-
al administrations would be given time
to adapt and any major economic and
social disruptions can be avoided. The
Table below shows a proposed timeline
for the transition from CAP to CERP.

75% 100%

Payments for specific practices and ECAs

RD and LFA revisions

Higher Axis 2 funding, application of HNV / Natura 200

Legislation approved

CERP implemented

Table 7.1. A gradual transition from CAP to CERP
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Benefits of a Common

Enviroment and Rural Policy

The benefits of shifting from CAP to CERP are manifold. A new CERP
would deliver the environmental goods and services demanded by
European citizens and taxpayers. It would result in a more transparent,
equitable and efficient support system for rural areas and facilitate
more market oriented and less trade distorting agriculture.

A new CERP would:

B Achieve sustainable land manage-
ment, addressing the many environ-
mental challenges facing rural Europe
including combating problems such as
eutrophication and improving water
management, reversing declines in bio-
diversity and promoting climate change
adaptation and mitigation.

B Support environmentally sustaina-
ble rural development helping to boost
jobs and the rural economy in ways that

also deliver environmental benefits.

m Establish a new contract between
land managers and society, recognising
the vital role they play in the provision
of environmental goods and services and
ensuring the adequate provision of these
goods and services where there is market
failure.

B Offer a much more transparent and
efficient use of taxpayers money.

B Represent a much more equitable

policy, based on the delivery of public
benefits and not on rewarding historic
production.

| Offer a long-term safeguard of sup-
plementary income for farmers, based on
the delivery of public goods, additional
to the fluctuating returns from the sale
of agricultural products.

B Resultin a more market orientated ag-
riculture and avoid trade distortion.
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Action for change

Time must not be wasted in moving towards a new vision for rural
Europe to combat problems such as eutrophication of the Baltic
Sea. Land management and rural development must be put on a
more sustainable footing. Action is needed now.

WWF has outlined a vision for a new
Common Environment and Rural Poli-
cy and steps must be taken now to make
that vision a reality. WWF calls on Eu-
ropean and national decision makers
to:

B make full use of existing CAP meas-
ures to combat eutrophication of the
Baltic Sea, achieve better water man-
agement, reverse the decline in bio-
diversity and adapt to, and mitigate
against, climate change;

B engage in a full and open debate
about the future of the EU budget and
the need for substantive reform of the

CAP to create a new fund focused on
sustainable land management and rural
development;

m work in partnership with environ-
mental NGOs, farmers’ representatives
and others to develop a new Common
Environment and Rural Policy for im-
plementation in 2019.

The time for change is now. Europe’s
decision makers have a responsibility
to citizens and taxpayers to address the
many environmental problems of the
past and forge a new and sustainable
future for Europe’s rural areas.
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WWF

“The challenge now is to address the legacy of past environmental

damage and shape the CAP into a policy which can deliver truly

sustainable agriculture throughout the EU. How to achieve this is

the focus of this vision paper.”

WWEF is one of the world’s largest and most experienced independent
conservation organisations, with almost 5 million members and supporters
and a global network active in some 100 countries.

WWF’s mission is to stop the degradation of the planet’s natural environment
to build a future in which humans live in harmony with nature, by:

- conserving the world’s biological diversity
- ensuring that the use of renewable natural resources is sustainable

— promoting the reduction of pollution and wasteful consumption.

for a living planet’

WWEF Baltic Ecoregion Programme

is part of WWF, set up to save the Baltic
marine environment and restore vitality
and beauty to the surrounding region.
Please contact us for more
information!

WWEF Baltic Ecoregion Programme
Ulriksdals Slott

SE-170 81 Solna

Sweden

Tel +46 8 624 74 00

Fax +46 8 8513 29

www.panda.org/baltic
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