
R&SD Executive Group Item 6.2
The CAP Towards 2020

Purpose

1. The aim of this report is to update members on the ongoing EU level discussions following the Commission’s Communication and subsequent stakeholder consultation on a Common Agricultural Policy (CAP) Towards 2020, as published in November 2010. Attached, as an annex, is the COSLA officer level submission to the Consultation which is a refresh of the existing COSLA politcal agreed position. This has been informally sent as an officer level working document to the European Commission and is based on contributions from officers in member councils. 
Recommendations

2. The Executive Group is invited to:

i) note the latest position regarding the CAP Towards 2020;
ii) note that the attached annex has been informally sent as an officer level working document to the European Commission and that this is based on several contributions collected from council officers following the publication of the Commission’s consultation on the ‘CAP Towards 2020’.

iii) agree our updated submission, with the addition of any amendments identified in discussion. This will then be formally submitted to the Commission, Scottish Government and Scottish MEPS as COSLA’s position for EU lobbying on the CAP.
Background

3. As previously reported to the Group, the CAP is undergoing a significant reform process due to be completed by 2013 when the new EU “financial perspective” or begins.  This will direct the future use of the EU budget.  The EU CAP will undergo significant change over the next few years. It is currently structured in two Pillars or funding streams:  Pillar I which is currently the largest (€293bn between 2007 and 2013) provides direct funds to farmers; and Pillar II which focuses on wider rural development issues (€70bn).  There is a growing tension between these two objectives as there is considerable pressure to remove aid for farmers and keep the rural development component (mostly in poorer member states).  

4. Following the publication in November of the ‘CAP Towards 2020’ Communication, the Commission opened a consultation for all interested stakeholders within the framework of the Impact Assessment (IA) with an accompanying consultation document which goes well beyond the original document. This was published with little fanfare by the Commission just a few days after the official Communication.  It was widely assumed that this was to ensure they receive a limited number of responses from stakeholders. 

5. Consequently, building on the COSLA approved position as agreed by the Group in September 2010, COSLA has consulted with councils to provide a response to the Commission’s consultation paper and the possible policy options they provide. 

6. The Commission’s Consultation outlines its ‘broad policy options’ for a CAP towards 2020 which have been grouped under three ‘reform scenarios’. ‘Option 1’ - Adjustment Scenario; ‘Option 2’ - Integration Scenario; and ‘Option 3’ - Re-focus Scenario) which will be analysed in the Impact Assessment and compared to two reference scenarios (status quo and no policy). The scenarios are now much more weighted within the context of the Commission’s EU2020 Strategy for Growth and Jobs. To achieve the EU2020 objectives the European Commission sees the Rural Development second pillar focusing on competitiveness and innovation, climate change and the environment. The Commission’s own assessment shows that 70% of Rural Development (€69bn until 20133) already complies with EU2020 Objectives.  The “Axis 3” type off-farm rural development still lacks prominence, with on-farm activities still being given more importance.  In summary the options are: 
· OPTION 1 (Adjustment Scenario) would maintain the status quo with incremental changes over a long period of time. Direct the orientation of increasing funding for meeting the challenges related to climate change, water, biodiversity and renewable energy, and innovation. 
· OPTION 2 (Integration Scenario) sees more integration with other policies and more Local Development Initiatives while addressing the EU economic, environmental and social challenges and strengthening the contribution of rural areas to the EU2020 objectives.
· OPTION 3 (Re-focus Scenario) looks at far-reaching reform with more focus on climate change and environment through the Rural Development policy framework which would encourage the creation of regional strategies in order to assure the implementation of EU objectives.
7. While it is likely that the overall Scottish view will verge between Option 1 and 2, with regards to Rural Development, COSLA's position has been to campaign more towards achieving Option 2 (Integration Scenario).
8. As members are aware, COSLA is part of the Scottish Government's Task Force on the future of CAP that supported the preparation of the recently published Pack Report. The general scoping of the Pack Review has been finalised just as the European Commission is now refining the final details of its proposal for the future CAP and will prepare the ground for the implementation of the CAP programmes in Scotland post 2013. While much of the Pack Report focuses on Pillar 1 issues, it does state that it would like to see the UK argue for an increased share of the Rural Development Pillar 2 budget which would in turn lead to an increase for Scotland.  However, the Pack Report’s Rural Development view focuses chiefly on supporting farming activity rather than the so-called ‘Axis 3’ focus on wider off-farm regeneration of rural areas. COSLA staff propose to work to address this.  
9. Finally, at a UK level, the Treasury confirmed to the Lord’s Europe Committee on 18 January 2011 that they are clearly in favour of shifting Pillar 1 farm support to Pillar 2 and that will be one of their key priorities in the EU Budget Review. The two other key players, France and Germany, have already stated in public that they are in favour of improvements to the status quo. 
Next Steps
10. To prepare for this, the Scottish Government CAP stakeholders group will be reformed into separate Working Groups dealing with specific issues. COSLA will have an expert at officer level on the Rural Development Working Group to reflect the COSLA position. 
11. If the draft officer level response (see Annex) is endorsed by the Executive Group, it will be used as COSLA’s updated position for lobbying the Scottish Government (via the above mentioned Working Group) as well as to the European Commission, Scottish MEPs and members of the Committee of the Regions to ensure that the future sustainable and economic regeneration of Scottish rural communities is safeguarded, in preparation for the Commission’s legislative proposals due mid-2011.

Elfreda Whitty 

EU Adviser
January 2011-01-21
January 2011

ANNEX.  COSLA Officer Level Submission to Commission Consultation on CAP Towards 2020

Questions

Policy Scenarios

1. Are the policy scenarios outlined consistent with the objectives of the reform? Could they be improved and how?

We express our concern that the four outlined scenarios within the accompanying impact assessment consultation document are not consistent in wording within the official Communication. Since this is not part of the official Communication paper, this hardly leads to clarity and transparency.

We advocate that the below main messages as key drivers for CAP reform:

- EU Rural Development policy should address mainly socio-economic regeneration aspect; however an environmental dimension could be added, particularly as regards to adaptation to local climate impacts. 
- Consistent with the previous COSLA position, there should be more, not less, synergies between EU Rural Development Funding and EU Cohesion funding as to simplify access to funding to eligible rural communities.

- EU Rural Development funding should be directly targeted to local areas and where possible managed by them. If further devolution of CAP funding takes place, strong local partnership structures should be involved.

- To sustain our agricultural culture and heritage and productive capacity by enabling farmers to make a living from farming and at the same time protecting and enhancing the public goods associated with agricultural activity, e.g. land management and the resultant biodiversity and environmental benefits. 

- There is recognition from Councils on the need to ensure that EU support for farming activities should continue whenever they provide added value, both in terms of food production, territorial cohesion, demographic change and sustainable management of rural space.

Furthermore COSLA would like to see EU support for active farming activity delivering better market orientation and wider public goods (ecosystem services including water supplies, soil and the environment) through a more integrated approach to land management.
COSLA also supports a viable agricultural sector which is productively involved in land management and food production and security and a sector of the economy that retains people in the countryside and acts as a pillar for sustainable rural communities.
2. Are there other problems apart from those set in the problem definition section of this document that should be analysed when considering the architecture of the CAP in the post 2013 period? What causes them? What are their consequences? 

We note the wider scope and wider non-agricultural challenges that the Impact Assessment highlights. They are indeed consistent with the EU Budget Review’s main proposals.  Indeed rather than facing a drastic reductions of allocations CAP and Cohesion will now have to address a much wider variety of issues from other thematic EU policies and notably the challenges of the EU2020 Strategy.

As we highlighted in our previous contribution in June, we see both merits and limits to this approach. CAP and Rural Development can and should certainly contribute to this wider societal and sustainability targets. 

However there needs also to be a realistic assessment of the limits of such approach, as not all of EU2020 can be delivered via CAP (or Cohesion). Similarly there needs to be an a clear understanding and demarcation of where to draw the line between the tasks of the thematic EU policies and their funding streams (namely, climate, energy) and what should be supported by CAP (or Regional) Funds. 

A crucial way of ensuring it is via the Common Strategic Framework. We strongly welcome this proposal on the EU Budget Review but we aim for a more ambitious Framework, one that will include not only CAP and Cohesion but also the thematic policies in the aspects that are interlinked with CAP and Cohesion.  This should not be “Strategic” but go down to the technical, day to day management level as to ensure the future rules across the related EU funds are harmonised to an extent the specific EU Regulations for each fund only deal with the exceptions to this common approach. This would be the single most important measure to ensure proper and coordinated delivery of wider societal and environmental challenges though CAP. 

3. Does the evolution of policy instruments presented in the policy scenarios seem to you suitable for responding to the problems identified? Are there other options for the evolution of policy instruments or the creation of new ones that you would consider adequate to reach the stated objectives?

The Impact Assessment (IA) scenario goes into more detail than the formal Communication which is welcome but at the same time as new issues not previously mentioned (on EU2020, on rural development) it opens a few questions on the consistency of the Commission’s approach.

As we stated in our June contribution it is likely that the overall Scottish sentiment will verge between Option 1 and 2. However, with regards to Rural Development, which is the main focus of our contribution, COSLA will campaign more towards achieving Option 2 (Integration Scenario)

On this, the IA adds new considerations on rural development and its alignment with the EU2020 Strategy and other policies such as environment, climate change and innovation.  We have responded in the previous questions on the need for proper demarcation between CAP and other policies otherwise this would not be manageable.  

We clearly welcome the suggestion that there should be a strengthened strategic approach with emphasis on outcomes through the Common Strategic Framework for EU funds. (We outline our take on this in question 4). This new focus on strategic and outcome based is particularly consistent with the REGIO proposals of the 5th Cohesion Report and, crucially, with the Budget Review proposals. However this is a first step as other EU policies such as Employment (ESF) and others such as Transport, Environment or Enterprise should be drawn in.

However we still believe that the CAP reform proposals do not go far enough on a crucial issue, that is: Local Development. COSLA believes that integrated delivery of rural development policy and funds should first and foremost be addressed through Local Development Partnerships, which in Scotland has strong background but, crucially, there is still wide potential to attain on this, particularly through better and closer integration with other streams such those provided through Cohesion Policy .   
Impacts

4. What do you see as the most significant impacts of the reform scenarios and the related options for policy instruments? Which actors would be particularly affected if these were put in place?

COSLA see the need to ensure that all policies having an impact on a given area should be delivered via integrated place-based approaches and local development frameworks making appropriate provisions to ensure that local dimension of these policies can be put forward. Outcome based mechanisms would also allow more flexibility and less predetermination of the implementation provisions therefore allowing local partnerships larger flexibility in deciding how to reach the agreed outcomes.

The case of the Scottish Single Outcome Agreements is a domestic example of how this can be achieved and perhaps extended to an EU level.  COSLA would like to ensure that simplifying and adjusting procedures to better coordinate rural development with other interventions, such as those financed by structural funds.  At the very least a one-stop-shop approach to funding application.

COSLA is campaigning for the Common Strategic Frameworks to go down to the regulations as to harmonise financial, eligibility and audit procedures across the Rural, Regional and Social funds. EU regulations should more clearly define how new rural development strategies and programmes delivered by Member States are drafted together with local, regional and national authorities.

Better targeted results could be provided if there was more delegated responsibility for how policy is delivered locally. As drivers of economic and social development, local authorities must have a leading role in shaping spending, (particularly as regards to the activities that are currently in the Axis 3 and those funded under the Structural Funds).

COSLA has advocated in previous stages that there is a benefit in simplifying and even reducing the existing EU funding streams to which local authorities can apply for (while ensuring that the remainder have a larger critical mass of funds to tap into). However, we are concerned that the EU2020 Strategy might signal a proliferation of such funding instruments. 

An area-based, decentralised approach would be beneficial with a coordinated-partnership approach at the local level. Using local indicators and sub-regional targeting (NUTS II) should be a way to ensure that funds are properly focusing on the areas where they are most needed. Outcome based mechanisms could be also a good way of improving performance. 
Our Councils also believe that LEADER plays an important role in supporting an integrated bottom up approach to rural development supporting high quality projects which contribute substantially to creating a robust, sustainable and competitive rural economy.  LEADER is a proven and effective model for stimulating and delivering local rural development.  It has resulted in clear economic and community benefits since its launch in 1991.  Its key features - local public-private partnerships (LAGs), area based local development strategies, bottom-up approach, integrated and multi-sectoral actions, innovation, cooperation, and networking should be retained in the new Rural Development programme. 
The LEADER approach is a valid one that should be continued and its scope extended in order to allow communities to take ownership of the funds. Further progress needs to be made in monitoring, simplifying and improving the current programmes. Advances need to be made in ensuring less bureaucratic requirements to facilitate an easier and faster implementation. There should be some awareness that there is a danger that if funding is too specific and ring-fenced, there may be reduced flexibility, allowing little room for the “good” projects. 

Finally there is a great potential of using the LEADER approach in other EU policies with a territorial dimension (Cohesion, Transport, Climate Change, etc). If the EU2020 thematic drive is confirmed the Local Development Frameworks would be a good way of countering this and ensure consistency of local delivery of these EU policies.

5. To what extent will the strengthening of producer and inter-branch organizations and better access to risk management tools help improve farmers’ income levels and stability?
Primary producers need more leverage to ensure they derive a fairer return from the market place. 
6.  What environmental and climate-change benefits would you expect from the environment-targeted payments in the first and the second pillar of the CAP?

With regards to EU Rural Development an environmental dimension must be valuable, particularly with regards to adaptation to local climate impacts. 
However the relationships between Agricultural Policy and other policies such as Environmental Protection or actions against Climate Change are not always symbiotic, hence the need to clearly demarcate when they work together and when they provide opposite results. These benefits also help to sustain our agricultural culture and heritage by enabling farmers to make a living from farming and at the same time protecting and enhancing the public goods associated with agricultural activity.

We certainly welcome the assertion (when discussing option 3) that by providing significantly increased funding for environmental and climate change issues, this scenario would encourage the creation of regional strategies for addressing these issues in order to assure the implementation of EU objectives at a local level. Without this strategic approach focused on the local impacts this new aim of CAP would prove unworkable on the ground.  It also needs to be a bottom up approach; for instance in Scotland each Council has signed the commitments of the Scottish Climate Change Declaration and in some cases climate impacts are included in the Single Outcome Agreements. Therefore in order to provide added value let alone ensure a successful delivery of these wider environmental concerns though CAP EU arrangements need to be built over and above these local structures and priorities of which Scotland is a comparatively good example.

Finally, at the heart of the debate about the future of CAP are the direct payments. The payments are regularly and widely criticised for not effectively serving the recognised challenges faced by rural territories (related to e.g. climate change, demographic change, energy, economic development), and so the CAP review proposal is consistent with the strong calls for its reform that need to be addressed if the policy is to continue after the EU Budget Review.

7. What opportunities and difficulties do you see arising from a significant increase of the rural development budget and a reinforcement of strategic targeting?

COSLA believes that the budget for Pillar 2 is crucial to support the development and diversification of rural economies, complemented by European regional policy and national instruments to ensure maximum synergies and benefits.
While our policy focus as an organisation looks on the challenges of these rural communities, there is recognition from Councils on the need to ensure that EU support for farming activities should continue whenever they provide added value, both in terms of food security and food production, territorial cohesion, demographic change and sustainable management of rural space. The CAP is seen as essential for peripheral farming communities where distance from markets and harsh climatic conditions can combine to make farming conditions very difficult.

Nevertheless it is disappointing that the CAP reform proposal does not aim for increase support in the “non-farm” sector (Axis 3). This coupled with reduced allocations through Cohesion Policy may weaken the future EU support to the development of rural communities.

We believe that rural development is most successful when it is shaped by local communities (LAGs or CPPs) This is because they are most able to design, set up and implement a place based development policy tailored for each region’s different needs.  Therefore they should be central in the future structure of the policy, from programming to the management of projects.

The EU2020 Strategy and the Budget Review demarcate in a great deal the scope of action for CAP (and Cohesion Policy) post 2013. However we believe that the Lisbon Treaty obligations towards Territorial Cohesion (of which Rural Development is one part), which are permanent, cannot be legally undermined by this strategy which is of a political nature and time-limited.

A crucial, and yet unresolved issue, is how the Common Strategic Frameworks, the Contracts and the Operational programmes are related and cross-referenced with the Eu2020 flagship initiatives that are being developed in isolation to the Cohesion and Budget Review discussions.

We are clearly opposed that the introduction of the EU2020 objectives via the CSF be used as an excuse to introduce narrow top-down measures, thus rendering the Rural Development Programmes as mere implementing provisions. This is against subsidiarity, and moreover, would render many of the proposed measures unable to be effectively implemented on the ground. 

Moreover, Territorial Cohesion (Regional, Rural) cannot in itself deliver part of the EU 2020 objectives as they are not territorial in nature or difficult to be territorialised. On other hand Cohesion Policy, can deliver, on a territorial basis, EU 2020 Objectives such as social inclusion, increase of the EU research output, energy efficiency. 

8. What would be the most significant impacts of a "no policy" scenario on the competitiveness of the agricultural sector, agricultural income, environment and territorial balance as well as public health?

The ‘No Policy’ Scenario, which in the official communication was not even included, as it is clearly out of the political agenda, is to our understanding not seriously proposed by any relevant stakeholder, even the most critical with CAP. Some EU policy aimed at the agricultural sector and the rural communities will always exist due to the Treaty obligations and its permanent objectives. Certainly a ‘no scenario’ is not shared among Scotland Councils. What we want to see is a simpler, consistent and more deliverable CAP, one that ensure the development of rural communities. 

Elsewhere in this response, as well as in previous contributions we provide our take on how this should be tone.

10. What indicators would best express the progress towards achieving the objectives of the reform?

Simple, outcome-based, and harmonised approaches to assessing and meeting objectives should be applied across EU economic development spending, both to rural development and structural funds. Indicators should be connected to local development plans at local and regional level. Outcome-based methodologies are much preferable to simple audit controls based on checking if the funds were routinely and properly spent. This approach heralded in the new draft EU Financial Regulation is welcomed and we stress the need to continue in this vein on future rural regulations.
11. Are there factors or elements of uncertainty that could significantly influence the impact of the scenarios assessed? Which are they? What could be their influence?

There are three obvious elements: the evolution of the economic situation and its pressure on food prices and on the sustainability of economic activity of rural areas particularly hit by the current crisis. The other obvious factor is the negotiations of the EU Budget Review as it is clear that the overall budget will not be increased given the limitations of the own resources in the Member States. In addition, crop-based fuel production should not be overlooked and will definitely be a major factor, especially nearer 2020. COSLA would also like to point out that we need to be alert to pest and disease outbreaks which pose a greater threat as production intensification increases, though GM may have some of the solutions, if implemented in Europe. Therefore regulation will also be important. 
On those local government can exert no or limited influence. However be believe that in the third major challenge, the implementation of the EU2020 strategy Local Government should exert a much wider influence that it is currently being allowed for.

We strongly argue for the establishment of a strategic dialogue with Local Government while the National Reform Programmes are still being discussed, as we otherwise fear that by the time the Common Strategic Framework and the Rural Development Programmes are discussed the room of manoeuvre for local flexibility would be effectively undermined.
Local authorities are key players and must be able to shape the Common Strategic Framework and Rural Development Programmes.  Local Authorities elected representatives on the one hand and their experts have the right political clout and expertise to ensure that the programmes are fit to purpose to meet local needs. 
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