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Common Agricultural Policy: Health Check Legislative Proposals

1.
Introduction
1.1
The Common Agricultural Policy (CAP) is the EU support system to farmers through agricultural subsidies. In the past this had been linked to how much the farmers produced. However, since reforms which were undertaken in 2003, payments have been introduced for environmentally beneficial forms of farming and more emphasis has been placed on rural development and encouraging farmers to look to markets and diversified forms of income to reduce their dependence on subsidy.
1.2 
To address new challenges to the EU’s Common Agricultural Policy since 2003, the European Commission has proposed a ‘Health Check’ or a review of how the CAP operates and whether further reforms are needed.
1.3
To prepare for the review, in November 2007 the European Commission published a Communication, or policy document, ‘Preparing for the ‘Health Check’ of CAP Reform’ which presented the EC’s views on how to streamline and further modernise the European Union's Common Agricultural Policy.

http://ec.europa.eu/agriculture/healthcheck/index_en.htm 

1.4
Following discussions with government ministers from across the EU and relevant stakeholders, the European Commission published draft legislative proposals on 20th May for future amendments to the CAP, with the key elements being given below.
2.
Key Agricultural Features of the Region
2.1
The East of England is a low lying region with both rural and coastal landscapes. It is the driest region in England but 25% of its land area is at risk from river valley or coastal flooding. The region also contains nearly a quarter of England’s market towns.
 
2.2
Compared to other regions, the farming and food sector is characterised by larger businesses and very large arable units under single management are increasing.

2.3
The region is best known for its cereal crops, with the region’s farmers growing more than a quarter of England's wheat and barley. Farmers in East Anglia also harvest more than half the country's entire sugar beet crop
 and the UK’s first bioethanol plant using locally-grown sugar beet was opened in Wissington in November 2007. 
2.4
Pig and poultry production are the region’s main livestock sectors. 
3.
Main Elements of the New Proposals 

3.1
Definition of Farmer

In order to prevent monies being allocated to businesses who do not wholly focus on agricultural activities, direct payments should not be awarded to farmers whose total amount of direct payments claimed or due to be granted in a given calendar year does not exceed €250 or whose eligible area does not exceed 1 hectare.

3.2
Simplifying the Single Payment Scheme

The Single Payment Scheme (SPS) is the principle agricultural subsidy scheme for farmers. The reforms of 2003 saw the CAP move away from generally supporting farmers to produce food (‘decoupling’) and to a payment linked to the respect of environmental, food safety, animal and plant health and animal welfare standards, as well as the requirement to keep all farmland in good agricultural and environmental condition (‘cross-compliance’). The new proposals would see a reduction in the number of types of entitlements for farmers and the integration of most remaining coupled schemes into the SPS (e.g arable crops, durum wheat). 
3.3
Set-Aside
Compulsory Set -aside land, whereby farmland is removed from production with the overall aim of reducing the amount that farmers produce of a particular product, will be abolished. 
3.4
The Scope of Cross Compliance

Anyone who receives monies from the Single Payment Scheme will need to ensure that they meet ‘cross compliance’ requirements. In England, cross compliance comprises 36 standards: 17 Good Environmental and Agricultural standards (GAECs) to protect soils and maintain a range of habitat and landscape features (e.g hedgerows and tree preservation) and 19 Statutory Management Requirements (SMRs) which cover the areas of environment; public, plant and animal health; and animal welfare. Under the new proposals: 
· Certain SMRs will be removed (relating to wild birds and habitats and bovine animals)

· An addition of a GAEC standard on water (‘establishment of buffer strips along water courses’) in order to partly retain environmental benefits from set-aside

· A current standard on retention of landscape features will be extended
3.5
Revised Article 69

EU governments can retain up to 10% of direct payments and spend them on specific types of farming important for the protection or enhancement of the environment or for improving the quality and marketing of agricultural products.

The proposals foresee a broadening of Article 69 to include areas such as risk management (e.g natural disasters).Currently in the UK only Scotland uses Article 69 monies. 
3.6
Compulsory Modulation 


Currently EU governments must transfer 5% of Pillar 1 direct payments to Pillar 2 rural development measures. A €5000 franchise is in operation whereby no reduction in payments is made below this level. In addition, the UK and Portugal apply a further voluntary modulation of up to 20%. The new proposals would increase compulsory modulation annually by 2% from 2009 until it reaches an additional 8% to 13% in 2012. It is estimated that €5 billion of additional funding would be generated to address new challenges for rural development (see 3.7). Progressive modulation would also be introduced whereby higher farm payments are subject to higher modulation rates. 
3.7
Energy Crop Premium

The Energy Crop Scheme, which offers grants to farmers in England for the establishment of miscanthus and short rotation coppice, will be abolished in 2010. 
3.8
Strengthening Rural Development (Pillar 2)

The agreement for the period 2007-2013 saw the original budget which was proposed for Rural Development activities reduced by around €10 billion. Currently, the Rural Development budget is bolstered by the compulsory modulation. The extra funding from the additional compulsory modulation will be used to fund additional Rural Development measures in the fields of climate change, renewable energy, water management and biodiversity.  
4.
Next Steps
· Defra has now launched a consultation with a deadline for comments of 1st September 2008: http://www.defra.gov.uk/corporate/consult/cap-healthcheck/index.htm 

· 16-17th November: European Parliament agrees opinion on proposals

· 24 -25th November: Political agreement reached in Council

· December 2008: Agreement of Health Check Legislation 
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