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Executive Summary 

 
This  working paper was prepared in order to review the implementation of the Agenda 
2000 agreement as it affects four major market regimes (cereals, oilseeds and protein 
crops, beef, milk and milk products and wine) under the Common Agricultural Policy. 
The review provides a preliminary assessment of the impact of Agenda 2000 to date and 
possible further changes. The work was conducted during the period May–October 2001 
by means of desk research, selected interviews and  by using Promar CEAS 
International’s Common Agricultural Policy Analysis (CAPA) model to estimate the 
possible effects of arable sector changes. 
 

• Agenda 2000 terms 

The opening section of the paper provides the details of the Agenda 2000 agreement as it 
affects the four market sectors to be covered. In essence for three of the sectors being 
covered the agreement continues further along the path initiated under the previous CAP 
reforms in 1992 whereby support to producers is increasingly channelled via direct 
payments rather than guaranteed support prices. For cereals this means that intervention 
prices have been cut and arable area payments increased to compensate. For the dairy 
reforms due to be introduced in 2005 it is similarly envisaged that intervention prices are 
cut and a new direct premium based on quota be introduced. For beef it was agreed that 
intervention prices be cut and direct payments increased.  
 
These market measures were accompanied by a re-evaluation of  rural development 
policy, aiming to simplify the existing schemes and introduce new provisions relating to 
investment, training, early retirement, schemes for young farmers and product marketing. 
As part of this process it is for the Member States to come forward with proposals for 
rural development programmes targeted at an appropriate geographical level. 
 
In addition to the above, Agenda 2000 allows Member State the option of  introducing 
cross compliance to obtain entitlement to direct payments  or limited modulation to enable 
a redirection of funds into rural development measures.  
 

• Implementation 

In the cereals, oilseeds and protein crop sectors,  by 2002 the implementation of the 
agreement is expected to result in a substantial shift in production away from oilseeds (-
11.7%) and protein crops (-8%) into common wheat, as the area under this crop is 
expected to rise by some 765,000 ha (5%). During the period 2000 to 2002, EU15 farm 
arable income is forecast to increase by 6.3% from EUR 34.3 bn in 2000 to EUR 36.6 bn 
in 2002. However, real farm arable income (that is, excluding inflation) is forecast to rise 
by 2.6% to approximately EUR 26.6 bn in 2002 (measured in 1990 prices).  
 
The impact of the EU wide beef crisis in late 2000 and the decisions made by the 
Agriculture Council to support the market mean that it is not possible to provide a direct 
quantitative assessment  of the impact of the Agenda 2000 agreement on the beef and veal 
sector. In effect, this external shock dramatically altered the normal demand and supply 
balance. The decisions made have, in effect, altered the original terms of the Agenda 2000 
agreement. 
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In terms of taking up the options for cross compliance or modulation only five Member 
States --- Denmark, Finland, Austria, the Netherlands, and Greece have applied new 
environmental constraints to direct payments. For the first three Member States, 
application of cross compliance is seen as an extension of current government policy 
regarding agri-environmental schemes since similar national schemes were in operation 
prior to Agenda 2000. In the Netherlands cross compliance has been introduced for two 
sectors and in Greece, the introduction of environmental cross-compliance is designed to 
improve practices as no such measures had previously existed. 
 
Only two Member States (France and the UK) have so far implemented modulation with 
Germany and Portugal in the process of doing so.  
 

• Commission forecasts and Member State positions 

The paper presents the Commission’s forecast balance sheets to 2008 for the sectors under 
review and highlights the emerging position of the Member States and COPA/COGECA 
with regard to further adjustments of the CAP. Although the debate on the mid term review 
and possible further reform of the CAP is at an early stage, a number of Member States 
have already begun considering their positions vis-à-vis possible Commission proposals. 
To date no clear consensus on the next reform steps has emerged, although it is apparent 
that  there is increasing support for a stronger reorientation of expenditure towards 
‘second pillar’ measures and away from market support. 
 

•  Some implications of Agenda 2000 and further reform 

 
The concluding section of the paper highlights the relationship between budgetary 
contributions and CAP receipts by Member State and comments on the welfare effects of 
further change to the dairy sector. It also presents the results from a modelling exercise to 
2005 for the EU-15 arable sector using three scenarios. These are: 
 
• Continuation of pre-Agenda 2000 policy;  
 
• Implementing Agenda 2000 as currently envisaged; 
 
• Introducing modulation to reduce direct payments and transferring the funds obtained 

to decoupled ‘second pillar’ measures. 
 
The key conclusions to be drawn from this analysis are as follows: 
 
• If Agenda 2000 had not been introduced income generated from arable farming would 

have remained some €500 to €800 million per year higher in nominal terms during the 
period between 2000 and 2005. In total, aggregating across years (2000 to 2005), 
Agenda 2000 has resulted in a reduction in farm income from arable crops of €3.8 bn, 
thus reflecting an average reduction of €641 million or about 3% per year as compared 
to the pre-Agenda 2000 CAP support. This is due to the fact that the increase in arable 
area payments for cereals has not been sufficient to compensate for the decline in 
income resulting from lower arable area payments for oilseeds and the cut in the 
cereals intervention price. 
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• Under the third scenario which introduces compulsory modulation, it is estimated that 

since  a proportion of arable area payments are being diverted to rural development 
(assumed to be 5% for 2002 and 10% for 2003 onwards) farm incomes derived from 
arable cropping would fall by between €160 million and  €680 million each year in 
nominal terms, as compared to farm incomes determined on the basis of Agenda 2000. 
It is estimated that up to €1 bn each year, from 2003 onwards, would available for 
rural development. From 2002 to 2005, it is calculated that total arable farm income 
aggregated across these years will fall by  €1.8 bn, reflecting an average reduction of 
€450 million or approximately 2% per year as compared to arable farm income under 
Agenda 2000. It should be noted, that while this is a significant decline in income 
from the traditional farming activity a substantial proportion of the funds reallocated 
would also potentially serve to benefit the producer. 

 



Assessment of Agenda 2000 in the agricultural sector 

      8      PE 311.440    



Assessment of Agenda 2000 in the agricultural sector 

      9      PE 311.440    

Part 1: The Agenda 2000 agreement 

 

 

The Berlin Summit of 24 to 25 March 1999 was the culmination of the CAP negotiating 
process. However, the agriculture accord that was agreed on 11 March was significantly 
altered during the negotiations as a number of interrelated political factors came into play. 
 
Seen by many as the best opportunity for significant reform of the CAP, the Agenda 2000 
agreement on agriculture has been regarded as short term and likely to be changed during 
the mid term reviews of the market sectors scheduled for 2002 and 2003. The main details 
of the agreement are set out below.  
 

1.1. Arable crops 

1.1.1. Regulatory changes 

 
Three Council Regulations set out the changes to the arable regime: 
• Regulation (EC) No. 1251/99 setting out the support system for producers of certain 

arable crops (replacing Regulation 1765/92); 
• Regulation No 1252/99 amending Regulation (EC) No 1868/94 establishing a quota 

system for the production of potato starch;  
• Regulation (EC) No 1253/99 amending Regulation (EEC) No 1766/92 on the common 

organisation of the market of cereals and repealing Regulation (EEC) No 2731/75. 
 

1.1.2. Intervention prices 

 
The Agenda 2000 agreement cuts cereal prices as follows:  
• Cereals intervention price cut by 15% in two equal stages beginning in the 2000/2001 

marketing year. In 2000/2001 the intervention price is reduced from EUR 119.19/t to 
EUR 110.25/t and in 2001/02 from EUR 110.25 to EUR 101.31/t onwards; 

• Monthly increments introducing seasonal price corrections are maintained at the 
current level of EUR 1/t per month, paid between November and May;  

• The Commission will continue to apply the export levy as a safeguard measure but 
“only in cases of extreme urgency.” 

 

1.1.3. Area payments for COPs 

 
• Compensation payments to cereals producers rise in two steps from EUR 54/t to EUR 

63/t for the period 2000/02 and onwards, equating to 50% of the price cut. Direct 
payments are fixed on a per hectare basis multiplied by the historic reference yield.  

• Arable area payments are to be made in the period between 16 November to 31 
January; 

• Regional yields for converting direct payments are increased for Spain to 2.9 t/ha and 
Italy to 3.9 t/ha, with a supplementary amount of area aid of EUR 19/t paid to Finland 
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and Arctic regions of Sweden as compensation. This is introduced from 2000 to pay 
for the specific drying costs of cereals and oilseed. 

• Grass silage is eligible for area payments in those Member States where “maize is not 
a traditional crop”. However, sub-areas for grass silage have to be created without 
changing the total national base area, thus permitting grass silage to be eligible for area 
aid but at the expense of other arable land. 

• For both oilseeds and linseed, direct payments per hectare are reduced in three annual 
steps so that by 2002, they will be the same as the cereals direct payment of EUR 63/t.  
The reference price system for oilseeds will be abolished as from the 2000/2001 
marketing year; 

• The lifting of the Blair House oilseed area limitation will start from the 2002/2003 
marketing year onwards. From 2000 to 2002, the EU will have a maximum guaranteed 
area (MGA) of 5.483 mha less 10% set aside. Area payments are to be cut by 1% for 
each 1% overshoot in the Member States. However, payments cannot be less than 
EUR 72.37/t in 2000/01 and EUR 63/t in 2001/02 

• Protein crops receive a premium of EUR 9.5/t on top of the basic direct payment, 
bringing total aid to EUR 72.5/t as from 2000/2001, in order to ensure profitability.   

 

 
Table 1.1: Arable area payment rates (in EUR per tonne)  
 

 2000/01 2001/02 2002/03 

Cereals 58.67 63.00 63.00 
Oilseeds 81.74 72.37 63.00 
Linseed 88.26 75.63 63.00 
Protein crops  72.50 72.50 72.50 

 
Table 1.2: Allocated base areas per Member State (‘000 ha) 
 
Member State All crops Of which maize Of which grass silage 

Belgium 478.6                            97.0  
Denmark 2,018.0   
Germany 10,155.6                           540.3  
Greece 1,491.7                           212.1  
Spain 9,219.7                           403.4  
France 14,735.7                           613.8  
Ireland 345.5                               0.2  
Italy 5,801.2                        1,200.0  
Luxembourg 42.8   
Netherlands 436.5                           208.3   
Austria 1,203.0   
Portugal 1,021.7                              221.69  
Finland 1,591.0  200.0 
Sweden 1,737.0  130.0 
UK 4,460.5                              34.4  
EU 15 54,738.5                           3,531.19 330.0 
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1.1.4. Set aside 

 
Agenda 2000 makes certain changes to set aside: 
• The compulsory (or default) set-aside rate is reduced from 17.5% to 10% from the 

beginning of the 2000/01 marketing year until the 2006/07 marketing year. The 
Agriculture Council retains the right to increase or decrease the set-aside rate 
depending on the market situation; 

• Producers growing less than 92 tonnes of cereals based on average regional reference 
yields remain exempt from set-aside obligations. From 2000, specific payments for 
oilseeds, protein crops, linseed and maize are available to small producers in place of 
payments based on the average 'all cereals yields'. These producers may also 
participate in the voluntary set aside scheme; 

• Compensation for set-aside (compulsory and voluntary) is fixed at the same rate as for 
arable crops at EUR 63/t from 2001/02; 

• Voluntary set-aside is maintained, but the scheme has been improved, in particular to 
take account of environmental considerations.  

 

1.1.5. Other aspects 

 
The Agenda 2000 agreement also makes changes to the durum wheat and potato starch 
sectors: 
• The maximum guaranteed area (MGA) for durum wheat in Portugal is increased from 

59 000 ha to 118 000 ha and the Portuguese irrigated base area is raised by 60 000 ha 
(for investments after 1 August 1992) as long as there is no rise in the overall base area 
and reference yield of 2.9 t/ha; 

• Agenda 2000 confirms the durum wheat agreement of 1999, meaning that the area 
supplement for durum wheat sown in traditional zones is set at EUR 344.5/ha. If the 
area sown exceeds the maximum guaranteed area for durum wheat, the supplement is 
scaled back proportionately; 

• For potato starch, the minimum price is cut by 15% over two years, to EUR 194.05/t in 
2000/2001 and  EUR 178.31/t in 2001/2002, with the aid rate rising to EUR 98.74/t in 
2000/01 and EUR 110.54/t  in 2001/02 (equivalent to 75% of the EUR/t intervention 
price cut). If the cereals intervention price is reduced, the rate of compensation will be 
increased; 

• In order to ensure budget neutrality, the aid rate is matched by lower production 
quotas. Member States which have a quota greater than 100,000 tonnes will have the 
quota reduced by 2.81% in 2000/01 and of 5.74% in 2001/02. Member States which 
have a quota of less than 100,000 tonnes will have this reduced by 1.41% and 2.87% in 
these respective years. 

1.2. Beef and veal 

1.2.1. Regulatory changes 

 
• Council Regulation (EC) No 1254/99 on the common organisation of the market in 

beef and veal replaces Council Regulation (EC) No. 805/68.  
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1.2.2. Prices 

 
• The current beef intervention price of EUR 2,780/t is cut by 20% in three equal steps 

as follows: 
� 2000/01:   EUR 2,595/t 
� 2001/02: EUR 2,409/t 
� 2002/03: EUR 2,224/t 

• On July 1, 2002, the intervention price will be replaced by a basic price for private 
storage fixed at EUR 2224/t, with private storage aid granted when the average 
Community market price is less than 103% of the new basic price.  

• From July 1, 2002 a "safety net" public intervention system will be set up. When the 
average market price for bulls or steers in a Member State (or respective region) is less 
than EUR 1560/t for two consecutive weeks, buying-in tenders will be organised in the 
respective Member State by the Commission through the Management Committee 
procedure. The new safety net level represents a 25% cut in the current safety net level 
and will be 70% of the basic price in 2002.  

 

1.2.3. Beef premia direct payments 

 
Agenda 2000 makes a number of increases in existing beef premia direct payments for the 
special premium for male animals and suckler cows as well as introducing a slaughter 
premium under the condition that it is paid directly to the farmer. These increases are:  
• Special premium for male animals: this is increased in three steps up to a maximum 

EUR 210 per head for bulls and EUR 150 for steers by 2002  (see table 1.2.1 below). 
These levels of payments continue in subsequent calendar years. It is granted as an  
annual premium per calendar year and per holding within the limits of regional 
ceilings. Payments for bulls are made once per lifetime, either at 9 months or a 
minimum of 185kg at slaughter. Two payments are made in the lifetime of steers, at 9 
months and 21 months respectively.  

• Suckler cow premium: This is increased in three steps to a maximum of EUR 200 in 
2002 and continues to be based on individual ceilings. The premium is paid annually. 
The national top-up, which can be added to the suckler cow premium increases to EUR 
50 per head. Up to 20% of suckler cow premium rights can be allocated to heifers on 
the same holding. In countries where 60% of suckler cow/heifers are in mountain 
regions this provision is extended to heifers on other holdings within a specific 
national ceiling and within the existing national suckler cow premium ceiling. The 
milk production eligibility limit for suckler cow premium of 120,000kg can be 
determined by the Member State, which has the flexibility to either change or waive 
the limit. Member States can also top up the premium payment by a maximum EUR 
50 per head; 

• Slaughter premium: In addition to above premia, a new slaughter premium is paid 
directly to the farmer, under the condition of a retention period. It amounts to a 
maximum EUR 80 for bulls, steers, dairy cows, suckler cows and heifers (from 8 
months for all these categories of animals), and EUR 50 for calves (of more than 1 
month and less than 7 months and less than 160 kg carcass weight) by 2002 (see table 
1.2.1. below). Two ceilings for the slaughter premium are fixed per Member State - 
one for adult animals (bulls, steers, cows and heifers) and one for calves, equal to the 
number of animals slaughtered in 1995 plus exports to third countries in 1995 on the 
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basis of Eurostat data, or any other published official statistical information for these 
years accepted by the Commission. The slaughter premium is paid in particular on 
proof that the animal is slaughtered (independent of the Member State in which 
slaughtering takes place) or on proof of export of the animals to a third country. 

 
Table 1.2.1: New premia rates 
 
(EUR per premium right) 2000 2001 2002 

Beef special premium: 
Bulls 
Steers 

 
160 
122 

 
185 
136 

 
210 
150 

Suckler cow 163 182 200 
Slaughtering premium: 
Bulls, steers, cows and heifers 
from 8 months 
Calves between 1 and 7 months 
and less than 160kg cw 

 
 

27 
 

17 

 
 

53 
 

33 

 
 

80 
 

50 

  

1.2.4. National ceilings 

 
Agenda 2000 revises the premia ceilings for the Member States as follows: 
• Special male animals: Regional ceilings are fixed on the basis of updated 1996 

statistics (see table 1.2.2. below). For the three new Member States, the ceilings are 
fixed at the level stated in the Treaty of Accession. The 90 head ceiling on the 
premium remains (that is, premium payments can only be made to this maximum 
level) although Member States now have the flexibility of increasing this individual 
limit; 

 
• Suckler cows: national ceilings are set at the highest level of premium payments in the 

years 1995, 1996 and 1997 plus 3% (see table 1.2.2. below). However, for the new 
Member States (Austria, Sweden and Finland) the levels have been set as stated in the 
Accession Treaty in 1995.  

 

Table 1.2.2: National ceilings for the suckler cow premium 
Member State Beef special premium: From year 2000 

(number of head) 

Suckler cow premium: From year 

2000 (number of premia payments) 

Belgium 235,149 394,253 
Denmark 277,110 112 932 
Germany 1,782,700 639,535 
Greece 143,134 138,005 
Spain 713,999 1,441,539 
France 1,754,732 3,779,866 
Ireland 1,077,458 1,102,620 
Italy 598,746 621,611 
Luxembourg 18,962 18,537 
Netherlands 157,932 63,236 
Austria 423,400 325,000 
Portugal 175,075 277,539 
Finland 250,000 55,000 
Sweden 250,000 155,000 
UK 1,419,811 1,699,511 
EU total 9,278,208 10,824,184 
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1.2.5. Other premium payments 

 
Agenda 2000 also sets out two other premium payments: 
• Extensification premia:  

There are revised rates for the allocation of extensification premia on special premium and 
suckler cow premium payments, under one of two methods:  
 

A simple top up of EUR 100 per premium where the stocking density on the holding 
is less or equal to 1.4 Livestock Units per hectare (LSU/ha); or,  

In 2000/01:       EUR 33 between 2.0 and 1.6 LSU/ha    
                         EUR 66 if less than 1.6 LSU/ha;  
From 2002:      EUR 40 between 1.8 and 1.4 LSU/ha    
                         EUR 80 if less than 1.4 LSU/ha 

 
 
Certain rules apply to the extensification premium payment: pasture land must account for 
at least 50% of the total forage area declared; although the definition of pasture is the 
responsibility of the Member State, it must “not exclude the mixed use of pasture land 
during the same year (pasture, hay, grass silage).” 
 
In Member States where more than 50% of milk is produced in mountain areas, the 
extensification premium is also available to dairy cows on these holdings. There are also 
maximum area payments of permanent pasture per hectare, which include area payments 
under the dairy regime, at: 
• 2000: EUR 210/ha 
• 2001: EUR 280/ha 
• 2002 onwards: EUR 350/ha 
• Deseasonalisation premium 

 

Producers will be eligible for the deseasonalisation premium when the number of steers 
slaughtered in a Member State in any one year exceeds 60% of the total number of male 
animals, and more than 35% of the total number of steers slaughtered between September 
1 and November 30 in a year. 
 
The premium rates are: 
• For first 15 weeks in a given year EUR/head 72.45 
• During 16th and 17th weeks  EUR/head 54.34 
• During 18th to 21st weeks   EUR/head 36.23 
• During 22nd and 23rd weeks  EUR/head 18.11 
 

1.3. Milk and dairy products 

 

1.3.1. Regulatory changes 

  
Council Regulation (EC) No 1255/99 on the common organisation of the market in milk 
and milk products replaces Council Regulation (EEC) No 804/68, and Council Regulation 
(EC) 1256/99 amends Council Regulation (EEC) No 3950/92, setting out the terms of the 
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milk quota system. The Agenda 2000 agreement delays dairy reform until 2005/2006 with 
the future of the dairy regime being reviewed in 2003 with the aim of allowing the present 
quota arrangements to run out after 2006.  
 

1.3.2. Prices and compensation 

 
Intervention prices for butter and skimmed milk powder will be reduced by 15% in three 
equal steps, starting from the 2005/2006 marketing year as set out in table 1.3.1. below. 
 
Table 1.3.1: Price changes (EUR/100kg) 
 

Product 2000-2005 2005-2006 2006-2007 2007 

onwards 

Milk target price 30.98 29.23 27.47 25.72 
Butter intervention price 328.20 311.79 295.38 278.97 
SMP intervention price 205.52 195.24 184.97 174.69 

 
In order to compensate for the reduction in intervention prices, producers qualify for a 
dairy premium which is granted per calendar year, per holding and per tonne of quota. The 
premium is set at:  
• EUR 5.75 per tonne for 2005 calendar year; 
• EUR 11.49 per tonne for 2006 calendar year; 
• EUR 17.24 per tonne for 2007 calendar year. 
Member States can increase the dairy premium payment to a maximum level as follows: 
• EUR 13.9 per tonne for 2005 calendar year; 
• EUR 27.8 per tonne for 2006 calendar year; 
• EUR 41.7 per tonne for 2007 calendar year. 
 
Payments through national envelopes - under which extra money is allocated as a top-up 
aid to each Member State and which can be used to increase dairy premium payments- can 
be made from 2005 to 2007.   
 

1.3.3. Quotas and quota management 

 
Milk quotas remain in place until the 2007/2008 quota year. Apart from Italy, Greece, 
Spain, Ireland and Northern Ireland, Member States are to receive an additional 1.5% in 
their national quotas in three steps over three years in parallel with the price reductions 
starting in 2005. The total quota increase at the end of 2008 will be approximately 2.4%. 
 
Italy, Greece, Spain, Ireland and Northern Ireland are to receive a specific increase in 
quota in two unequal steps in the years 2000/2001 and 2001/2002 as set out in table 1.3.2. 
below. Austria can transfer 150,000 tonnes of quota, from direct sales to wholesale quota 
in order to take account of the structural changes in milk production, taking effect from the 
1999/2000 quota year. Finland is permitted to transfer up to 200,000 tonnes of quota from 
direct sales to wholesale quota, to take account of SLOM (those who took part in non 
marketing of milk schemes) producers. 
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Table 1.3.2: Additional milk quota allocations (t) 
 

Member State 2000/01 2001/02 Total additional 

quota 

Greece 44,800 25,200 70,000 
Spain 350,000 200,000 550,000 
Italy 384,000 216,000 600,000 
Ireland 96,000 54,000 150,000 
Northern Ireland 12,608 7,092 19,700 
Total 887,408 502,292 1,389,700 

 
 
The total amount of quota allocated to Member States for the period 2005 to 2008 is 
shown in table 1.3.3. below. Member States can transfer direct sales quota to wholesale 
(deliveries) quota and vice-versa during a quota year, subject to Commission 
authorisation.  
 
Table 1.3.3: Milk quota allocations per Member State 2000-2008 (in tonnes) 
 
Member State 2000 2005 2006 2007 + 

Belgium 
- wholesale 
- direct sales 

 
3,140,696 

169,735 

 
3,157,248 

169,735 

 
3,173,800 

169,735 

 
3,190,352 

169,735 

Denmark 
- wholesale 
- direct sales 

 
4,454,640 

708 

 
4,476,917 

708 

 
4,499,193 

708 

 
4,521,470 

708 
Germany 
- wholesale 
- direct sales 

 
27,767,036 

97,780 

 
27,906,360 

97,780 

 
28,045,684 

97,780 

 
28,185,008 

97,780 
Greece 
- wholesale 
- direct sales 

 
674,617 

696 

 
699,817 

696 

 
699,817 

696 

 
699,817 

696 
Spain 
- wholesale 
- direct sales 

 
5,807,564 

109,386 

 
6,007,564 

109,386 

 
6,007,564 

109,386 

 
6,007,564 

109,386 
France 
- wholesale 
- direct sales 

 
23,793,932 

441,866 

 
23,915,111 

441,866 

 
24,036,290 

441,866 

 
24,157,469 

441,866 
Ireland 
- wholesale 
- direct sales 

 
5,332,575 

9,189 

 
5,386,575 

9,189 

 
5,386,575 

9,189 

 
5,386,575 

9,189 
Italy 
- wholesale 
- direct sales 

 
10,082,399 

231,661 

 
10,298,399 

231,661 

 
10,298,399 

231,661 

 
10,298,399 

231,661 
Luxembourg 
- wholesale 
- direct sales 

 
268,098 

951 

 
269,399 

951 

 
270,788 

951 

 
272,134 

951 
Netherlands 
- wholesale 
- direct sales 

 
10,991,900 

82,792 

 
11,047,273 

82,792 

 
11,102,647 

82,792 

 
11,158,020 

82,792 
Austria 
- wholesale 
- direct sales 

 
2,543,979 

205,422 

 
2,557,726 

205,422 

 
2,571,473 

205,422 

 
2,585,220 

205,422 
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Portugal 
- wholesale 
- direct sales 

 
1,835,461 

37,000 

 
1,844,823 

37,000 

 
1,854,186 

37,000 

 
1,863,548 

37,000 
Finland 
- wholesale 
- direct sales 

 
2,394,528 

10,000 

 
2,406,551 

10,000 

 
2,418,573 

10,000 

 
2,430,596 

10,000 
Sweden 
- wholesale 
- direct sales 

 
3,300,000 

10,000 

 
3,316,515 

10,000 

 
3,333,030 

10,000 

 
3,349,545 

10,000 
United Kingdom 
- wholesale 
- direct sales 

 
14,386,577 

216,078 

 
14,466,619 

216,078 

 
14,539,569 

216,078 

 
14,612,520 

216,078 

 
  
The leasing quota deadline can be extended by a Member State to 31 March within a quota 
year (the quota year runs from 1 April to 31 March).  
 
To ensure that only active milk producers utilise milk quotas, Member States can take the 
following measures:  
• Where quotas have been or are transferred with or without land, Member States can 

decide whether part of the transferred quota should go into the national reserve. 
However, this provision is voluntary on a Member State;  

• If a producer fails to use at least 70% of his allocated quota, either through deliveries 
to dairies or direct sales, Member States can confiscate all or part of the unused quota 
and put it in the national reserve.  

 

1.4. Wine 

 

1.4.1. Regulatory changes 

 
Council Regulation (EC) No 1493/99 establishes the new common market organisation for 
wine and replaces all previous regulations.  
 

1.4.2. Production potential 

 
The existing ban on new vineyard plantings remains in force until 2010. To meet 
expanding demand, Member States are allocated newly created planting rights, these being  
distributed among the EU’s wine producing countries as set out in table 1.4.1. below.  
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Table 1.4.1: New planting rights (ha) 
 

Member State Hectares 

Germany 1,534 
Greece 1,098 
Spain 17,355 
France 13,565 
Italy 12,933 
Luxembourg 18 
Austria 737 
Portugal 3,760 
Member State total 51,000 
EU reserve 17,000 
EU total allocation 68,000 

 
 
The Commission can (in the period up to 31 December 2003) allocate additional rights 
from the EU reserve to those regions where there is proven additional need which could be 
met by the distribution of such rights. Abandonment premiums, targeted by Member 
States to areas of production with market difficulties, are maintained. 
 

1.4.3. Restructuring and Conversion 

 
Restructuring and conversion measures, such as varietal conversion, relocation of vines 
and adoption of new production techniques are introduced with Member States being 
responsible for such plans. EU support takes two forms: firstly, compensation for loss of 
revenue resulting from implementation of the plans (no compensation where old and new 
vines coexist for a maximum of three years); secondly, there is an EU contribution to the 
actual costs of the restructuring and conversion. This contribution will not exceed 50% of 
these costs (75% in Objective 1 regions). Although Member States can top up the EU 
financial contribution up to the original allocation, co-financing to reduce the producer's 
contribution is not permitted. 
 

1.4.4. Inventory and market mechanisms 

 
Agenda 2000 makes clear that an accurate picture of existing production potential is 
needed to ensure that the sector can be managed in the most effective way. An inventory 
of production potential is introduced having two functions: firstly, as a precondition for 
Member States to gain access to the new planting rights; secondly, regions of a Member 
State can only have access to restructuring and conversion aid, where the inventory has 
been completed in those regions by 2001. 
 
The market mechanisms aim to maintain all traditional outlets for wine and vine-based 
products, allow the Commission to address exceptional cases of serious structural surplus 
and/or quality problems, ensure continuity of supply and ensure the quality of wine 
reaching the market. Certain existing measures remain for quality and technical reasons, 
such as, the distillation of by-products of wine-making as a quality measure, the 
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distillation of dual purpose grapes and private storage aid. Aids are still available for the 
use of grape musts for increasing alcoholic strength ("enrichment") as well as for 
processing. 
 
A specific distillation of table wines and wines suitable for yielding table wines is 
introduced, aimed at supporting outlets for potable wine alcohol . A "crisis" distillation 
measure, available on a voluntary basis, is introduced to deal with exceptional cases of 
market disturbance and/or problems of quality. 
 

1.5. Rural development 

1.5.1. Aims 

 
The Agenda 2000 agreement completely re-evaluates rural development policy, aiming to 
simplify the existing schemes and introduce new provisions relating to investment, 
training, early retirement, schemes for young farmers and product marketing. The guiding 
principles for the new rural development policy are those of the decentralisation 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. Rural 
development plans will be prepared by the competent national authorities designated by 
the Member State and submitted to the Commission. On the basis of these plans, the 
Commission will formally adopt programming documents covering the period 2000-2006. 
 

1.5.2. Investment in agricultural holdings 

 
The new provisions for EU investment seek to contribute to the improvement of incomes 
and of living, working and production conditions. To be eligible, a farmer has to possess 
adequate occupational skills and competence and the investment has to demonstrate its 
economic viability and comply with the minimum standards regarding the environment, 
hygiene and animal welfare. Cross compliance will also be an important element for 
eligible investments. The total amount of support available is to a maximum of 40% and 
50% in less-favoured areas. Where investments are undertaken by young farmers these 
percentages can be a maximum of 45% and 55% in less-favoured areas.  

 

1.5.3. Rural development support 

 
Rural development support is available to young farmers, early retirement schemes, less 
favoured areas, agri-environmental schemes, and forestry on the basis of the rates set out 
in table 1.5.1. below. 
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Scheme Rate of aid (EUR) 

Young farmers: 
Single premium 
Interest subsidy on loans 

 
Max. 25,000 

Capitalised value not exceeding 
value of premium 

Early retirement 
Aid per transferor (over 55 years of age) per year – 
length of scheme (15 years for farmer, 10 years for 
farm worker) 

 
15,000 per year to a maximum of 

150,000 

LFAs 
Payments on a per hectare basis 

 
25 – 200 per hectare 

Agri-environment measures 
Annual crops 
Specialised perennial crops 
Other land uses 

 
600 per hectare 
900 per hectare 
450 per hectare 

Forestry 
Privately owned forests 
Premiums to compensate for afforestation 

 
40 – 120 per hectare 

725 per hectare for farmers 
185 per hectare for “other private 

law person” 

 
 

1.5.4. Training 

 
There are a number of training measures linked to the promotion of quality and to 
environmentally beneficial production, these measures being extended to all those 
involved in agricultural activities and their restructuring. Forest holders and others 
involved in forestry activities are also eligible for these measures.  

 

1.5.5. Processing and marketing 

 
Support for investment in processing and marketing of agricultural products is intended to 
contribute to increasing the competitiveness and added value of these products within the 
EU. Investments must contribute to improving the situation of the basic agricultural 
production sector in question. They must guarantee the producers of such basic products 
an adequate share in the resulting economic benefits. The total amount of support, 
expressed as a percentage of the volume of eligible investment, is limited to a maximum 
of 50% in Objective 1 regions and 40% in the other regions. Investment at the retail level 
and in the processing or marketing of products from third countries is excluded from 
support. 
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1.6. Horizontal measures 

 

1.6.1. Regulatory change 

 
Council Regulation (EC) No 1259/99 sets out the common rules for direct support 
schemes under the Common Agricultural Policy, and applies equally to payments granted 
directly to farmers.  
 

1.6.2. Cross compliance  

 
The principle of cross-compliance establishes a link between the receipt of direct 
payments  by a farmer and the respect of particular environmental considerations. In order 
to ensure the integration of the environment into the various commodity regimes, Member 
States have to define appropriate environmental measures to be applied by farmers. These 
may include support in return for agri-environmental commitments; general mandatory 
environmental requirements; or, specific environmental requirements constituting a 
condition for direct payments. In the event of a farmer not complying with these 
environmental commitments, Member States can either withhold, reduce, or withdraw 
direct payments. 
 

1.6.3. Modulation 

 
The horizontal regulation also provides for modulation which allows Member States to 
reduce payments to farmers according to three criteria: 
• The labour force on their holdings falls short of limits set by Member States;  
• The overall prosperity of their holdings rises above limits set by Member States; or, 
• The total amount of payments granted under support schemes exceed limits set by 

Member States.  
 
However, any reduction in support given to a farmer through modulation cannot exceed 
20% of the total amount of payments granted to the farmer. 
 
Any money saved by Member States through applying the principle of modulation can be 
used for agri-environmental measures, early retirement schemes, less favoured areas and 
areas with environmental restrictions and forestry.  
 

1.7. Financing Agenda 2000 

 
The new financial perspective (2000-06), agreed under Agenda 2000, sets the agricultural 
budget for 2000-06 at EUR 307.1 bn, amounting to EUR 40.5 bn per annum. According to 
the agriculture guideline, CAP spending will increase during the period 2000 to 2002 from 
EUR 40.92 bn to 43.9 bn, and then decrease to 2006 from EUR 43.77 bn to EUR 41.66 bn 
per annum as set out in table 1.7.1. below.  
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Table 1.7.1: EU budget 2000-2006 (million EUR) 
 
m Euro – 

1999 prices 

2000 2001 2002 2003 2004 2005 2006 

Total budget 89,590 91,070 94,130 94,740 91,720 89,910 89,310 
Budget (% 
EU GNP) 

1.13% 1.12% 1.13% 1.11% 1.05% 1.00% 0.97% 

Budget 
ceiling 

89590 91,070 98,270 101,450 100,610 101,350 103,530 

Agriculture 40,920 42,800 43,900 43,770 42,760 41,930 41,660 
o.w. CAP 36,620 38,480 39,570 39,430 38,410 37,570 37,290 
o.w.  Rural 
Develop-
ment 

4,300 4,320 4,330 4,340 4,350 4,360 4,370 

Structural 
Funds 

32,045 31,455 30,865 30,285 29,595 29,595 29,170 
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Part 2: Agenda 2000 - Implementation 

 

2.1. Evaluation of the implementation of Agenda 2000 in the market sectors 

2.1.1. Cereals, Oilseeds and Protein crops 

 
The Cereals, Oilseeds, and Protein Crops (COPs) sector provides the main focus of the 
impact of the Agenda 2000 agreement during the first year of implementation. The  
following section uses results generated from Promar CEAS International’s Common 
Agricultural Policy Analysis (CAPA) model in terms of area, production, crop prices, and 
aggregate indicators of the sector such as net cash farm income for EU15 for the period 
1999 to 2002. 
 
Economic and policy assumptions 
 
The following assumptions are made: 
• From July 1 2001 (under the Agenda 2000 agreement), cereals intervention prices 

were cut to EUR 101.31/t. However, it is assumed that wheat and maize market prices 
will remain at a level higher than intervention, being partially determined by world 
market prices and the Euro-US dollar exchange rate; 

• The assumptions for the 2001/02 trend of world market prices for wheat, maize, 
oilseed rape, sunflower and soybeans are made in line with projections from the US 
Department of Agriculture, the OECD, the Food and Agricultural Policy Research 
Institute and Promar CEAS International. Winter crops and especially wheat plantings 
in the north of the EU have been severely hindered due to wet weather. In the United 
States total area under wheat is estimated to decline by 0.6 mha to 24.7 mha for the 
2001 harvest. According to Promar CEAS International calculations, the EU15 area 
under wheat is forecast to decline by 5% to 13.7 mha. In addition, projections on area 
planted as well as lower stocks are likely to strengthen world prices in 2001/02. EU 
intervention stocks are reduced to 6.7 million tonnes; 

• Wheat prices expressed in US$ are projected to follow an upward trend increasing 
from US$ 112.5/t in 1999 for US HRW fob to US$ 132.0/t US HRW fob in 2002. 
However prices will also be significantly affected by the Euro-US dollar exchange rate 
(see below); 

• Prices for oilseeds, in US$, are expected to follow a moderate upward trend due to 
increased import demand from China and the fact that, following the ban on the use of 
meat and bonemeal (MBM) in feed, compounders are obliged to find alternative 
sources of protein. However, increasing stocks of vegetable oil are expected to exert 
downward pressure on oilseed prices; 

• It is assumed that 2% of arable payments will be diverted into rural development 
programmes as a result of implementing the EU’s horizontal measures (modulation 
and cross compliance); 

• The set-aside rate is assumed to remain at 10% for the period 2000-2002; 
• Systematic projections for the Euro-US dollar exchange rate for the forecasting period 

are difficult to make. Exchange rates may change as policy makers respond to changes 
in economic indicators such as the external current account, capital mobility flows and 
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other macroeconomic factors. It is assumed here that in 2001 the exchange rate will be 
1 Euro = US$ 0.88 and that in 2002, the rate will be 1 Euro = US$ 0.84. 

 
 
Table 2.1.1: World market prices ($US/t)  
 

 Wheat Maize Soybeans 

1999 112.5 93.2 199.5 
2000 121.2 99.4 204.5 
2001 130.0 108.1 197.4 
2002 132.0 110.5 198.4 

 
 
Table 2.1.2: Euro to US dollar exchange rate 
 

 1999 2000 2001 2002 

1 Euro = US$ 1.07 0.92 0.88 0.84 

 
 
EU15: Area production and forecasts 

 
In general, the area under common wheat is forecast to increase due to the crop’s high 
profitability relative to other crops. In EU15, the area under common wheat is forecast to 
increase by 5.6% from 14.4 mha in 2000 to 15.25mha in 2002. The post 2000 increase in 
the profitability of wheat is mainly due to the Agenda 2000 increase in area payments for 
cereals from EUR 54/t to EUR 63/t in 2001/02. The price of wheat is projected to follow 
an upward trend rising from EUR 121/t in 2000 to EUR 132/t in 2002.  
 
The area under oilseeds in EU15 is expected to fall by 11.2% from 4.5 mha in 2000 to 4.0 
mha in 2002. The fall in the area planted to oilseeds is mainly due to the switch to wheat 
plantings and the decrease in oilseed area payments under Agenda 2000. 
 
Table 2.1.3: EU area 1999 – 2002 (mha) 
 

 1999 2000 2001 2002 

Common 
Wheat 

13.043 14.435 13.680 15.250 

Durum wheat 3.004 3.233 3.258 3.279 
Barley 11.110 10.552 10.810 10.320 
Maize 4.110 4.197 4.248 4.299 
Other cereals 3.280 3.229 3.195 3.154 
Oilseed rape 2.540 2.317 2.255 2.014 
Sunflower 2.156 1.895 1.777 1.660 
Soya 0.342 0.340 0.350 0.333 
Potatoes 1.375 1.330 1.334 1.338 
Sugarbeet 1.985 1.950 1.934 1.914 
Protein crops 1.197 1.125 1.066 1.016 
Total cereals 34.547 35.646 35.191 36.302 
Total oilseeds 5.038 4.552 4.382 4.007 
Total arable area 44.142 44.603 43.907 44.57 
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Table 2.1.4: EU arable production 1999 – 2002 (mt) 
 

 1999 2000 2001 2002 

Common Wheat 88.823 98.302 93.161 103.853 
Durum wheat 6.669 8.537 8.706 8.867 
Barley 49.551 46.879 48.602 46.955 
Maize 34.976 36.018 36.893 37.784 
Other cereals 13.437 13.360 13.351 13.312 
Oilseed rape 8.001 7.077 6.963 6.287 
Sunflower 2.479 1.876 1.781 1.683 
Soya 1.108 1.108 10158 1.119 
Potatoes 46.811 45.799 46.465 47.141 
Sugarbeet 111.047 110.180 110.369 110.320 
Protein crops 4.812 3.380 3.235 3.114 

 
 
 
EU15: Income forecasts 

 
A consequence of the strong US dollar is that farm income in the EU is expected to 
increase in Euro terms. However, in US dollar terms, farm income exhibits a less 
pronounced increase. 
 
During the period 2000 to 2002, EU15 farm arable income is forecast to increase by 6.5% 
from EUR 35.3 bn in 2000 to EUR 37.6 bn in 2002. However, real farm arable income 
(that is, excluding inflation) is forecast to decline by 27.4% to approximately EUR 27.3 bn 
in 2002 (measured in 1990 prices). However, this is very much dependent on projections 
relating to the Euro – US dollar exchange rate. 
 
Table 2.1.5: Income forecasts 1999 – 2002 (EUR bn)  
 

 1999 2000 2001 2002 

Aggregate gross 
margin (current 
prices) 

20.347,725 20.615,020 20.802,111 22.942,909 

Total arable area 
payments (current 
prices) 

13.323,441 14.633,807 14.644,154 14.645,022 

Nominal total net 
cash arable income 
(current prices) 

33.671,167 35.248,827 35.446,265 37.587,931 

% change in 
nominal total cash 
arable income 

-- 4.7 0.6 6.0 

Real total net cash 
arable income 
(1990 prices) 

26.077,775 26.633,803 26.206,444 27.298,467 

% change in real 
total cash arable 
income 

-- 2.1 -1.6 4.2 
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2.1.2. The beef sector: altering the conditions of Agenda 2000 

 
The impact of the EU wide beef crisis in late 2000 and the decisions made by the 
Agriculture Council to support the market mean that it is not possible to provide a direct 
quantitative assessment  of the impact of the Agenda 2000 agreement on the beef and veal 
sector. In effect, this external shock dramatically altered the normal demand and supply 
balance. Accordingly, this section sets out the background to the BSE crisis and outlines 
the decisions made that have, in effect, altered the original terms of the Agenda 2000 
agreement. 
 
The EU’s BSE crisis began in October 2000 due to a significant increase in the number of 
confirmed cases in France. In November, the first cases of BSE were identified in 
Germany which led to a dramatic fall in consumption. In December, Agriculture Ministers 
agreed to a new testing regime for all cattle over 30 months, starting in January 2001 
which had the effect of identifying more BSE cases and consequently reducing consumer 
confidence even further. This was graphically illustrated in June with the first confirmed 
BSE case in Greece which had significantly adverse effects both on the Greek market and 
also in those Member States that were used to selling beef to Greece. 
 
Clearly, there was a requirement for a package of measures to help to rebalance the beef 
market, restore public confidence and to encourage more extensive production. In July 
2001, the Agriculture Council agreed to a Commission 7-point plan aimed at doing exactly 
that. The rationale presented by the Commission in order to secure agreement by the 
Member States was the fact that the backlog of animals on-farm would be presented for 
slaughter during the autumn of 2001. This was likely to result in a beef surplus of some 
300,000t to 500,000t by the end of the year. Given that consumption is unlikely to return 
to normality for at least two years following the crisis, the Commission noted that this 
semi reform of the beef sector was required to keep production within reasonable bounds.  
 
The main elements of the decision are: 
• Reduction of the stocking density to 1.8 livestock units: this will be decreased from 2 

livestock units (LU) per hectare to 1.8 LU/ha in two steps (to1.9 LU in 2002 and to 1.8 
LU in 2003). To encourage extensive production the number of animals qualifying for 
the special premium and the suckler cow premium the stocking density will be limited 
to 1.8 LU/ha from 2003; 

• Headage limit of 90 animals: the 90 head limit should be applied in all Member States 
although Member States can change or waive the headage limit of 90 animals on the 
basis of objective criteria that are part of rural development policy and take into 
account environmental as well as employment aspects; 

• Special premium modification of national ceilings: for the years 2002 and 2003, the 
premium rights for the special premium are reduced and will be fixed based on  
� the average payments in 1997, 1998 and 1999; 
� an extra distribution of premia rights to those Member States that got extra rights 

in Agenda 2000  
� no Member State would see a reduction of more than 20%. The revised number of 

premium rights per Member State is set out below. 
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Table 2.1.6: Revised premium rights – Suckler cows 
 

Member State Number of premium rights 

Belgium 228,787
Denmark 221,688
Germany 1,536,113
Greece 141,606
Spain 643,525
France 1,734,779
Ireland 1,028,153
Italy 478,997
Luxembourg 19,922
Netherlands 126,346
Austria 338,720
Finland 200,000
Sweden 233,481 
United Kingdom 1,361,978 

 

• Suckler cow premium - number of heifers: In order to apply for suckler cow premium, 
producers must keep at least 15% to 40% heifers of the total number of animals for 
which the premium is applied. This applies only for 2002 and 2003. This rule does not 
apply for producers claiming less than 14 suckler cow premia. The aim is that reducing 
the number of cows eligible to the premium will lead to a reduction in the number of 
calves produced and therefore of beef production. As a result of the reduction of the 
UK herd due foot-and-mouth disease, this rule does not apply in 2002 and is limited to 
5% in 2003; 

• Suckler cow premium - premium rights in the reserve: the reallocation of premium 
rights from the national reserve has been suspended for 2002 and 2003. For the UK, 
this rule is exempt in 2002.  

• Public intervention: For the year 2001, the maximum buying in is now fixed at 
500,000 tonnes, instead of 350,000 tonnes.  

 

2.1.3. Milk and milk products 

 
Given that the Agenda 2000 reform of the milk and milk products sector does not take 
effect until 2005, the impact to date of the main elements of the Agenda 2000 agreement 
cannot be assessed at this point. This section sets out the general developments in the milk 
and milk products sector during 2000/01, including any effect resulting from the increase 
in milk quotas for selected Member States. 
 
The main indicator that can be used to assess potential impact is the development of milk 
deliveries in the Member States and the extent, if any, of additional levy liability. 
According to provisional calculations by the European the estimated amount of levies for 
Member States exceeding their milk quotas totals EUR 289 million for the whole of the 
European Union (EU) for 2000/01. In 1999/00, the total levy exceeded EUR 380 million. 
This indicates that there has been a marked decrease in the amount of over quota milk 
deliveries to 40,000 tonnes.  
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Eight Member States (Italy, Austria, Finland, Germany, Denmark, Luxembourg and 
Greece) exceeded their quotas, accounting for a surplus of 818,490 tonnes, and a levy 
liability of EUR 289 million. Two of these Member States, Italy and Greece, were 
allocated additional quota for 2000 under Agenda 2000.  Seven Member States (Spain, 
Ireland, the Netherlands, the United Kingdom, Belgium, France and Sweden) did not 
deliver up to their respective national quota. Here, Spain, Ireland and Northern Ireland in 
the UK were allocated additional quota. One of the main factors for such a reduction 
undoubtedly was the impact of the foot-and-mouth crisis although the continued 
contraction in the number of active milk producers in the EU is an important 
consideration. 
 

2.1.4. Wine 

 
Spain, Italy and France will receive more than 86% of the EUR 420 million EU funds 
available for the restructuring and conversion of 60,000 hectares of EU vineyards for the 
2001/2002 marketing year, starting on October 1 2001. This allocation is based on the 
initial financial allocations to Member States decided by the European Commission in 
September 2001.  In addition, the Commission announced a re-allocation of some EUR 
115 million unspent by June 30 in the current 2000/2001 marketing year - equivalent to 
30% of the total funds (EUR 380 million) allocated for this year.  With EUR 104m of 
this unspent funding in France - apparently due to internal administrative difficulties - 
the Commission decided to reallocate some EUR 66m to other member states which 
requested extra funds, notably Spain and Italy.  In Greece, all of the EUR 8.3m initially 
allocated has been redistributed as the government has confirmed that none of the 
expenditure could be administered this year.  As agreed in the Agenda 2000 reforms the 
restructuring funds are designed to assist improvements in quality in order better to adapt 
supply to market demand, such as switching to new varieties and improvements in grape-
growing techniques, or simply ceasing production.  The funds for 2000/2001 are the first 
to be made available under the new CMO for wine.  Criteria taken into account in 
deciding the allocations are: 
 

• the particular needs of member states and the objectives of the restructuring schemes 
submitted to the Commission; 

• the vineyard area in the member state covered by the EU's Common Market 
Organisation for wine (Community vineyard area); 

• higher Community funding for restructuring and conversion in regions classified as 
Objective 1 under the EU Structural Funds. 

 
Allocations for subsequent marketing years are to be adjusted according to actual 
expenditure of the allocated funds by member states in 2001/2002, and revised 
expenditure forecasts submitted by Member States based on a review of the needs of 
ongoing schemes. 
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2.2. Application and implementation of the horizontal measures 

2.2.1. Key legislative provisions  

 
Council Regulation No. 1259/99, establishing common rules for direct support schemes 
under the CAP, sets out a series of horizontal measures Member States may adopt linking 
modulation and environmental protection requirements (including cross compliance) to 
CAP direct payments. The horizontal measures covered by the Regulation apply to all 
payments granted directly to farmers under CAP support schemes. This includes arable 
crops (cereals, oilseeds, proteins), potato starch, olives for oil and table olives, tobacco, 
flax, rice, beef and veal, and sheep and goats. 
 
The voluntary nature of the measures mean that Member States retain flexibility in 
applying the new conditions to the provision of direct payments to producers. They allow 
Member States to link direct payments to environmental criteria in order to promote more 
sustainable agriculture, as well as allowing Member States to put ceilings on the payment 
of direct aid, any savings being redistributed to national Rural Development Programmes 
(RDPs). 
 
In political terms, the horizontal measures are a compromise. During the Agenda 2000 
negotiations, a political priority for Denmark, Sweden and Finland was the creation of an 
explicit link between environmental criteria and direct payments; for the southern Member 
States (Spain, Portugal, Greece and Italy) it was important for environmental programmes 
to be financed separately. The horizontal regulations seek to satisfy all Member States by 
allowing environmental conditions to be linked to direct payments but also allowing 
Member States to be free to continue with existing environmental programmes (agreed 
under Council Regulation No. 2078/92). 

 

2.2.2. Cross compliance 

 
Under Council Regulation No. 1257/99, Member States have to take environmental 
measures which they consider to be appropriate in view of the situation of agricultural 
land use or the production concerned. The measures may include specific environmental 
requirements constituting a condition for direct payments, known as “cross-compliance”. 
 
Member States can decide on the appropriate penalties to be imposed on those farmers not 
implementing such environmental measures.  Where these measures are not met, a 
Member State can reduce a producer’s direct payment or confiscate  such payments. 
Member States remain free to introduce general environmental demands requiring no 
changes in agricultural practices (i.e. farmers will not be faced with payment reductions), 
or impose strict environmental conditions for the payment of CAP aid through cross- 
compliance. 
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2.2.3. Modulation  

 
Member States can apply modulation to direct payments under 3 criteria:  
• if the labour force used on a farmer’s holdings (in annual working units) falls below 

specific limits determined by the Member State; 
• if the overall prosperity of the holding (expressed as a standard gross margin) is above 

a ceiling decided by the Member State; 
• the total amount of direct payments granted exceeds ceilings decided by the Member 

State. 
 
Member States can adopt all three criteria, a combination of criteria, or a single criterion. 
However, the reduction of support to a farmer from modulation can not exceed 20% of the 
total amount of direct payments received. 

 

2.2.4. Re-distribution of direct payments  

 
Any funds raised from the reduction of direct payments through either cross-compliance 
or modulation can be used for certain national schemes within the framework of a Rural 
Development Plan (RDP).   
 
The following section shows, in the countries where cross-compliance and/or modulation 
has been implemented, the released funds are being targeted towards the maintenance of 
particular agri-environment schemes, which have been introduced by Council Regulation 
No. 2078/92. These additional resources have only come on-stream this year and in a 
number of cases (particularly Denmark and the Netherlands) are relatively small. 

 

2.2.5. Implementation 

 
There is no legal obligation on the part of Member States to introduce and implement 
cross-compliance and/or modulation. However, Council Regulation No. 1257/99 states 
that if a Member State does implement cross compliance and/or modulation it must be 
done in a way that ensures equal treatment between producers across the EU and avoids 
distortions of the market. 
 
This section of the interim report comments on those Member States which have 
introduced cross compliance and/or modulation. The position of Member States that have 
decided against these measures or have yet to take a decision is set out in table 2.2.1. 
below.  
 
Only five Member States, Denmark, Finland, Austria, the Netherlands, and Greece have 
applied new environmental constraints to direct payments. For the first three Member 
States, application of cross compliance is seen as extension of current government policy 
regarding agri-environmental schemes since similar national schemes were in operation 
prior to Agenda 2000. In the Netherlands, the introduction of cross compliance in two 
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sectors only (starch potatoes and maize) suggests the caution of the Dutch government and 
in Greece, the introduction of environmental cross-compliance is designed to improve 
practices in Greece where no such measures had previously existed. 
 
The remaining Member States have stated a preference to maintain or extend existing agri-
environmental schemes.   
 
Only two Member States (France and the UK) have so far implemented modulation with 
Germany and Portugal in the process of doing so. France has proposed using all three 
criteria available under the horizontal regulation – the labour force employed on a holding, 
standard gross margins to assess the prosperity of a holding, and setting a limit on the 
maximum level of direct payments that can be received by a producer.  
 
France 
 
The 1999 French Loi d’Orientation Agricole (Agricultural Policy Law), aimed at 
promoting multi-functionality, made the aim of a fairer distribution of agricultural support 
a national law, with the principle that French farming must face up to new responsibilities 
if it is to meet social expectations on employment, food quality and safety, protection for 
the environment and balanced regional support. It is not surprising therefore that France 
was the first EU Member State to put forward a modulation concept. 
 
Cross-compliance 

 
France does not implement specific environmental requirements constituting a condition 
for direct payments (i.e., cross-compliance). However, certain payments of aid for 
production are conditional on general environmental requirements, which are defined as 
sustainable agriculture. The financing of these measures is linked to the funds raised 
through the implementation of the modulation provisions (see below). The Law on 
Agricultural Orientation established a series of Contrat Territorial d’Exploitation’ (CTE or 
‘Land Management Contracts’), which are voluntary instruments seeking to support the 
transition of farm holdings towards a sustainable, ‘multifunctional’ agriculture. CTE 
farmers receive financing for agreeing to adopt for a 5-year period a range of measures, 
across their entire farm, including socio-economic and environmental-landscape 
objectives1.  
 
Up to early April 2001, a total of 6,000 CTE had been signed in 96 regional departments. 
Funding is targeted to small to medium-sized holdings principally, and whose initiatives 
are collective in scope. Each CTE is an individual agreement between a farmer/farming 
enterprise and his regional department. Each French Department draws up contractual 
requirements taking into account the priority needs of its area. In the dairy, grazing beef 
and pigmeat sectors, the CTEs are concluded in the context of specific frameworks 
developed by the sectoral interprofessional organisations.  
 
The CTE scheme is funded by the Rural Development Regulation of 26 June 1999, which 
is co-financed by national and EU funds. A total of FF 2 bn (EUR 305 million) are 
                                                 
1 The requirements are relatively general, and require mainly neutral environmental practices, similar to 
those under the present Codes of Good Agricultural Practice, but also incorporating the demands under the 
Nitrate Directive (to reduce water pollution from nitrate emissions in designated EU sensitive areas).   
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available to fund CTEs each year, of which FF 1 bn originates from the funds derived 
under the modulation package and FF 1 bn from the French treasury under co-financing 
arrangements. 
 
Modulation 

 
The French version of modulation was presented in November 1999 by the French 
government and the relevant decree was published on 27 March 2000.  Modulation in 
France incorporates the three payment reduction criteria permitted under Regulation 
1259/1999.   
 
The extent of the cut in direct aid payments will be worked out using two methods: 
• a linear 3% reduction will apply on direct aids in excess of EUR 30,000 EUR, 

applying only to farms which have a standard gross margin (SGM) in excess of 50,000 
units.  This reduction will apply to all direct aids received by farmers, as defined in 
Regulation 1259/1999; 

• a progressive scale reduction will be applied to reduce direct payments according to 
the SGM of the holding, starting at 0% for holdings with a SGM of EUR 50,000 and 
rising to 25% for an SGM of EUR 150,000 or more. The amount of direct payments on 
which the 0-25% modulation coefficient will apply will then depend on the number of 
people employed on the farm. The reduction coefficients will apply on the direct 
payment levels after deductions for numbers employed on the farm, according to the 
following: 

 
- a deduction of EUR 30,000 for the head of farm,  
- a deduction of EUR 22,500 for active associates and EUR 7,500 for family 

workers, 
- salaried farm help can be deducted from the aid level to which the modulation 

coefficient will apply up to maximum of EUR 22,500 per full-time employee and 
per family member working on the farm. 

 
According to the French Ministry of Agriculture, some 10% of  farms (approximately 
57,000) are affected by modulation, with an average of FF 17,000 (EUR 2,600 - 5% of aid 
received) being deducted on average.  French authorities point out, however, that for 
43,000 of the farms, the reduction is less than 5% while those receiving aid less than FF 
200,000 (EUR 30,000) are exempt, as are those whose SGM is less than EUR 50,000. 
 
It is only the larger farm holdings that will be affected by the measures. It has been 
estimated by the Ministry that some 50% of French cereal, oilseed and protein farms are 
affected, and that these  contribute in the region of 75% of the FF 1 bn funds that is raised. 
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Table 2.2.1: Example calculation of modulation impact (EUR)  
 

 Farming enterprise Farming enterprise 

Head of farm and active associates 1 1 
Number of full time employees 0 2 
Salary cost of full time employee 0 27,450 
Direct payments received 34,300 106,700 
SGM level  70,000 200,000 
   
Linear 3% reduction calculation   
Direct payments received  34,300 106,700 
Franchise level 30,000 30,000 
Payment amount affected by 3% 
reduction 

4,300 76,700 

Payment reduction  130  2,300 
   
SGM and labour modulation 

calculation 

  

SGM modulation coefficient 5% 25% 
Direct payments received  34,300 106,700 
Head of farm deductions 30,000 30,000 
Salaried workers deductions 0 45,000 
Associates and family worker 
deductions 

0 0 

Payment amount affected by 
modulation  

4,300 31,700 

Payment reduction  215 7,925 
   
Total modulation payment 

reductions  

345 10,225 

 
 
UK 
 
Conversely, the UK decided to apply a linear reduction for direct payments on all direct 
payments received. Therefore, all direct payments received by producers are reduced by 
the same percentage, irrespective of the size of the holding (it could be interpreted that the 
UK has chosen the reduction option ‘direct payments granted exceeding ceilings decided 
by the Member State’, the ceiling being set at zero). 
 
The majority of the revenue raised from the application of modulation and the matched 
funding is to be redistributed to a number of rural development and environment schemes 
(many of which are already in place such as Environmentally Sensitive Areas; Countryside 
Stewardship Scheme; Organic Farming Scheme; Hill Livestock Compensatory Allowances 
Scheme; Rural Enterprises Scheme etc). 
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Cross compliance 

 
Following the consultation exercise the government has decided not to introduce 
environmental cross-compliance measures in the immediate future for England.  
According to the Ministry of Agriculture (MAFF), the suggestions on the type and scope 
of environmental conditions to be introduced raised by the consultation require further 
work. 
 
The government though is to retain two specific cross-compliance measures already in 
place: 
 
• the environmental rules within the livestock subsidy schemes that prevent overgrazing 

and environmentally damaging feeding practices; 
• environmental rules in the arable sector relating to the management of set-aside land.    
 
Modulation 

 
The UK authorities have introduced a system of modulation that shifts a proportion of 
direct payments away from production related aid towards: 
• sustaining valued public goods in the countryside (such as landscapes and habitats); 
• opportunities for farmers to diversify their businesses and improve efficiency; and, 
• environmentally sustainable farming practices. 
 
This system of modulated payments is implemented through what is termed “recycling”.  
All direct payments to farmers under the CAP are to be reduced beginning in 2001 by a 
flat rate set out in Table 2.2.2. below.  This flat rate is to be applied to all farmers 
receiving aid (i.e., the payment cut-off point above which modulation is to apply is zero). 
 
Table 2.2.2: Percentage of direct payments to be reduced per year 
 

 2001 2002 2003 2004 2005 2006 

% linear rate cut 2.5 3.0 3.5 4.0 4.5 4.5 

 
According to UK government calculations, a total of £303 million will be raised for 
England alone through this method of recycling, the amounts per year set out in Table 
2.2.3. below. 
 
Table 2.2.3: Revenue raised through “recycling” direct payments (£m) 
 

 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 

 ---- 22 45 50 54 62 70 

 
 
All funds received from recycling are matched by funds coming directly from the national 
exchequer meaning that for the UK the total funds for redistribution to rural development 
and agri-environment schemes amount to £940 million over the period 2000-2006, with 
£470 million coming from cuts in direct payments to farmers. 
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Denmark 
In the last 10 years, an agri-environmental policy has been established to create 
compatibility between agricultural production and a high level of environmental 
protection. Recent Danish political initiatives have been based on current strong demands 
with respect to consumer protection and product quality, environment and nature, 
combined with gradually increased market orientation and limits on price support.   
 
Cross-compliance 

 
Denmark was one of the first EU Member States to signal its willingness to introduce 
cross-compliance measures as a means of linking environmental conditions to direct 
payments allocated to producers.   
 
In response, the Danish government introduced legislation tying direct payments to 
environmental criteria. These cross compliance measures reinforce the current application 
of agri-environmental schemes and the initiatives taken by the Danish government in 
establishing a link between agriculture and the environment.  These apply to both area 
(arable) and headage (livestock) payments and focus particularly on the use and 
management of fertiliser application: 
• current rules that penalise farmers for cultivating strips of land of 2 metres in width 

alongside rivers and streams are now linked to direct aid payments.  If the rules are 
infringed, area payments are to be reduced by a minimum of the value of direct aid 
received for 1 hectare of cereals; 

• arable area payments would be reduced by a maximum 6% (or a maximum DKr 
30,000) if plans for fertiliser use were not drafted by 1st April, 2000. These are in 
addition to plans that should have been submitted by farmers on 1st September 1999 
that show that at least 65% of fields have green cover for the winter.  The rationale for 
winter green cover is to ensure that fertilisers can be absorbed sufficiently to reduce 
any potential for pollution to groundwater.  Although there is no obligation for farmers 
to directly submit plans on fertiliser use to the Ministry of Agriculture, they must be 
available for inspection. During an inspection, Ministry officials have the 
responsibility for determining whether the regulations have been breached and for 
sanctioning the level of penalty to be imposed; 

• for headage payments, that is for applications for beef premium payments (and dairy 
premium payments from 1 April 2005), cross compliance is tied to the use of fertiliser 
and manure on the land where the national regulations state that farmers must submit 
annual plans on usage. The first report had to be submitted in September 2001.  If 
plans are not submitted, direct payments can be reduced.  In the event that there has 
been an excessive use of fertilisers and/or manure, direct aids are to be reduced in 
proportion to the level of overuse.   

 
The Ministry of Agriculture has agreed with the Danish Parliament to give these measures 
a two-year trial run.  Environmental programmes already in place in Denmark will be 
continued. These include: statutory orders on animal manure and silage; Danish Pesticide 
Action Plan; a tax on pesticide use; long-term set-aside; maintaining extensive grassland; 
reduction of fertiliser use; converting arable land into grassland; establishing 20 metre 
unsprayed buffer zones; and organic farming schemes. 
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Germany 
It has only been in the last few months that a draft modulation plan has been agreed 
between the Federal government and the German Länder. Under the terms of the draft 
regulation, due to take effect from 1 January 2003, producers’ direct payments over a 
threshold of EUR 10,000 will be cut by 2%. The total revue received under the modulation 
scheme will be part matched by the Federal Treasury and the Länder. According to initial 
calculations, the plan should raise EUR 54 million from producer direct aid and a further 
EUR 31 million from government funds to a total of EUR 85 million for redistribution to 
agri-environmental and rural development programmes. 
 
However, the exact redistribution of revenue has still to be decided with a number of 
Länder expressing significant reservations as to the share of the Federal government. It 
appears that there will be a clear linkage of funds to particular regions, one of the pre-
conditions for Länder support.   
 
 
Other Member States 
 
One of the main concerns for a number of Member States is that the horizontal measures 
will lead to possible distortions of competition as the regulation is not mandatory. This is 
certainly a key objection made by the Swedish government that believes the different 
implementing options available to Member States will invariably lead to a form of re-
nationalisation of the CAP, certainly contrary to the original intentions of the EU Treaties.  
But this may seem inevitable since it is the prerogative of the Member States to decide 
whether to adopt the horizontal measures.  Although the report shows that only a minority 
of Member States have thus far taken steps to introduce cross compliance and modulation, 
at least the measures being applied are designed to suit national agricultural systems. The 
other Member States, in varying degrees have either rejected the concept (such as 
Germany, Sweden and Denmark) for reasons of complexity and possible distortions of 
competition, or have still to come to a formal decision (such as Italy) or have adopted a 
“wait and see” approach (such as Spain and Portugal) These positions have been 
summarised in Table 2.2.4.below. 
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Table 2.2.4: Summary position of other Member States 
 

   
   Cross-compliance Modulation 

A
u
st
ri
a
 

• Extension of current environmental protection measures, with clear 
focus on ÖPUL (programme for an environmentally adapted extensive 
and nature protecting agriculture) - the single agri-environmental 
programme that applies throughout Austria since EU entry 

• ÖPUL 2000 incorporates certain elements of cross-compliance in that it 
includes explicit reference to a range of penalties for failing to abide by 
the conditions of the 1991 Nitrates Directive: as from 1 October 1999, 
farmers are penalised for exceeding 170Nkg/ha application of nitrate 
fertiliser on both arable land and livestock pasture (withdrawal of all 
direct aid payments) 

• However, no substantial additional funds are expected to be raised for 
redistribution to the Rural Development Plan 

• not suitable to the small farm structure of Austrian agriculture 

B
e
lg
iu
m
 

• generally opposed to the linking of direct aid to environmental criteria 
during the Agenda 2000 debate in March 1999; 

• “wait and see” approach;  

• current policy is to maintain existing environmental protection 
legislation (organic farming conversion; regional Codes of GAP; water 
related measures, particularly on Nitrates) and to intervene where 
necessary 

• caution with regard to introducing any form of modulation 

• “wait and see” approach  

• any formal date for the introduction of modulated payments would not 
be set before the end of 2001 at the earliest 

D
en
m
a
rk
 Yes  – see text • vociferously opposed to the introduction of modulation during the 

Agenda 2000 debate 

• government’s view not to discriminate between large and small farms in 
the amount of compensation they should receive 
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F
in
la
n
d
 

• implemented in a number of sectors, in particular to direct payments 
made under the arable and livestock schemes 

• penalties to be imposed on farmers failing to respect environmental 
criteria rise to a maximum of FIM 500/ha for arable and a reduction of 
20% in headage premium payments for livestock 

• also, further extend application of current agri-environment schemes 
(general agricultural environment protection scheme, supplementary 
scheme, promotion of organic production, water protection and nitrates) 

• availability of funds raised from cross-compliance likely to be very 
limited as few farmers expected to fail to comply and the previous 
measures in place were already very strict   

• “wait and see” approach  

• no formal decision expected until the end of 2001 

• Ministry of Agriculture argues that poor structure of Finnish 
agriculture, heavily supported due to unfavourable natural conditions, 
already puts it at a competitive disadvantage vis-à-vis the rest of the EU 
and this position would be further exacerbated by modulation 

G
e
r
m
a
n
y
 

• Government now to seriously consider cross compliance measures, 
these being linked to modulation 

 

• Modulation to be introduced based on a direct payment threshold 
system as from 1 January 2003 

G
re
e
ce
 

• the Ministry of Agriculture is envisaging some cross-compliance 
implementation, via a system of penalties such that direct payments to 
non-complying beneficiaries would be discontinued  

• the environmental conditions and penalty system will be detailed and 
specific to each sector and region 

• modulation not suited to the country’s farm base which is composed 
mainly of family farms 

It
a
ly
 

• discussion on cross compliance measures still on going  

 

• no consensus either within the government or between the various 
farming organisations as to whether modulation should be implemented 

• initial position of Ministry was strongly against, on the grounds that this 
would not be suited to the needs of Italian agriculture 

• however, there are indications that Ministry position may have shifted 

• mainstream farming organisations are opposed, believing that this 
would reduce the potential income of larger, more efficient farmers 
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Ir
el
a
n
d
 

• already implements a form of cross-compliance for the sheepmeat 
sector in the western counties (with subsidies being allocated to farmers 
reducing sheep numbers below a set threshold to prevent the 
overgrazing of hill and mountain areas; and penalties for failing to 
observe number limits the removal of rights towards sheep headage 
premia granted under 1992 CAP reforms)  

• there is no intention in the short term to apply specific environmental 
requirements for direct payments to any other sector, particularly not 
the livestock sector 

• considers it has no environmental problem with the way agriculture is 
conducted; indeed that livestock production in Ireland has considerable 
environmental benefits due to the use of extensive grazing systems 

• simply to continue agri-environmental measures already in place, under 
Regulation 2078/92 (e.g. Rural Environment Protection Scheme and 
Supplementary Measures; Nutrient Management Planning; and Organic 
Farming Scheme) 

• during the Agenda 2000 debate, Ireland voiced its strong opposition to 
the option of degressivity for direct payments 

• more generally, always made known its reluctance to restrict direct 
payments to producers 

• despite an initial view in the Department of Agriculture that modulation 
could be implemented with savings redirected towards explicit rural 
development measures, this was rapidly altered following increasing 
opposition by farmers  

L
u
x
e
m
b
o
u
r
g
 • internal examination conducted by Luxembourg Government in autumn 

1999 

• on the basis of this assessment, the government has adopted a cautious 
approach 

• dictated by need to balance any advantages to the potential problems of 
adopting stricter environmental conditions 

• not vehemently opposed to the idea during Agenda 2000 debate 

• but, the administrative complexities of implementing modulation and 
the additional resources required has determined the government’s 
“wait and see” approach (costs vs benefits) 

• capping direct payments at a certain level may give the wrong signal to 
the agricultural sector 
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N
et
h
e
r
la
n
d
s 

• decided to implement cross compliance only in the starch potato and 
maize sectors 

• farmers will be penalised if they do not comply with the following 
environmental standard: 

- starch potatoes: no agro-chemical application – for farmers 
failing to comply, direct payments are to be reduced by 10% 

- maize: only 1kg of active substance of chemicals is permitted - 
failure to comply will result in direct payments being reduced by 
25%  

• this is a pilot scheme to be used as a test case before deciding whether 
to extend it to other commodities (situation was to be reviewed in the 
course of 2001/2002) 

• other existing agri-environmental schemes in place (e.g. environmental 
taxation; manure policy; reconstruction of rural areas) will continue to 
be implemented during 2000-2006 

• decided to delay implementing any form of modulation for a 2- year 
period 

• “wait and see” approach: give government enough time to assess the 
effect on those M.S. that have introduced modulation 

• initial view of both the Ministry of Agriculture and farming groups is 
that modulation would give a negative sign to farmers, particularly at a 
time of falling incomes and the general malaise of the sector 

• has stressed that the amount of money raised from modulation is likely 
to be insufficient to significantly benefit the farming community in the 
medium to long term 

P
o
r
tu
g
a
l • environmental protection has generally been relatively low priority of 

agricultural policy in Portugal - no public debate on enforcing it and 
currently no pressure on the government to act 

• to continue with the present range of environmental programmes 

• initially government strongly in favour of implementing modulation, to 
the model of adopted in France 

• this noe to take place although details are as yet  

S
p
a
in
 

• decision delegated to autonomous regions  

• in principle opposed to linking direct payments to environmental 
criteria, because these are meant to compensate for price cuts 

• continuation of current schemes in place for agri-environment, which 
include the promotion of organic farming, reducing livestock density 
and promoting improved farming practices 

• working group has already drafted a provisional report on this and 
submitted to Ministry of Agriculture 

• report noted potential problems of uniform application of modulation in 
the autonomous regions which could lead to distortions of competition 

• modulation should not be based on standard gross margins for the 
following reasons, because too complex and cumbersome 



Assessment of Agenda 2000 in the agricultural sector 

            41      PE 311.440 

S
w
ed
e
n
 

• there are better ways of protecting the environment than linking 
environmental conditions to direct payments - not suitable for Swedish 
agriculture 

• could unduly penalise farmers as well as increase the level of 
bureaucracy needed to monitor and enforce the new measures 

• also, against voluntary application, for fear of potentially severe 
distortions of competition between Member States  

• prefers instead to maintain its own extensive range of agri-environment 
schemes 

• in effect, as a result of the Berlin agreement, Sweden had less funding 
available for these schemes from the EU budget than  was originally 
allocated at the time of the country’s EU accession – government has 
managed to recover the needed funds from national budget  

• against voluntary application, for fear of potentially severe distortions 
of competition between Member States 

• “wait and see” approach 

• modulation would not be in the best interests of Swedish agriculture at 
the present time 

• however, willing to reconsider its position after a review of the impact 
of modulation in those MS implementing the scheme 
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2.3. The application of rural development plans (RDPs) 

 

Agenda 2000 substantially reorganised existing rural development instruments and 
promoted the cause of rural development by effectively making it the ‘second pillar’ of the 
CAP. The key objectives have been to strengthen the agricultural and forestry sector, to 
improve the competitiveness of rural areas, and to preserve the environment and rural 
heritage.  
 
The main changes introduced were as follows: 
 
1. Simplification of Community legislation: existing rural development instruments were 

re-organised in order to “consolidate” regulations concerning EAGGF payments, 
agricultural structures, CAP accompanying measures and forestry measures under a 
single regulation. 

2. Financial aspects:  
- Rural measures were financed by EAGGF guarantee and or/guidance funds 

supplemented by the Less Favoured Area (LFA) scheme. 
- Rural measures were divided into two broad categories: 

(a) CAP ‘accompanying measures’ of 1992: agri-environment, afforestation, early 
retirement and compensatory payments for environmentally-constrained areas; 

(b) Modernisation and diversification measures: investment aids, aid for the 
processing and marketing of agricultural and forestry products, aid to young 
farmers. 

3. Decentralisation: only basic eligibility criteria were laid down by a Council Regulation 
and details were to be decided at decentralised level. The idea has been to allow for 
greater flexibility and subsidiarity in rural development programming; 

4. Rural development objectives:  
- In Objective 1 regions, existing ‘accompanying measures’ financed by 

EAGGF/guarantee were supplemented by the LFA scheme, following an integrated 
approach. These measures were applied horizontally and implemented in a 
decentralised way; 

- In Objective 2 regions, rural development actions (formerly 5a and 5b Objectives) took 
the form of ‘accompanying measures’ financed by EAGGF/guarantee, operating in 
conjunction with the ERDF and the ESF, as in the past; 

- In other rural areas, operations included all types of structural adjustment measures 
and were co-financed by EAGGF/guarantee (formerly co-financed by 
EAGGF/guidance), embracing the same legal framework as the ‘accompanying 
measures’. These were applied horizontally and implemented at a decentralised level, 
at the initiative of the Member States;  

5. Eco-conditionality: eligibility criteria for support in LFAs were reviewed in order to 
better integrate environmental goals (in addition to specific agri-environmental 
measures). In particular, LFA measures were be extended to cover areas affected by 
specific environmental constraints (e.g. NATURA 2000); 

6. Support for forestry was formally recognised for the first time as a key element of rural 
development policy. The new measures are in line with the European Parliament’s 
resolution on a Community Forestry Strategy. The measures proposed have included 
investment in forest holdings, the improvement of marketing and processing of 
forestry products, promotion of new outlets for the use and marketing of wood and 
forestry products, etc. 
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Under the new programming process, Member States presented plans for a seven year 
period from January 2000. Horizontal programmes are titled “rural development plans”, 
with all measures in one area – to the extent possible - integrated in a single plan. The 
plans were submitted to the European Commission in order to determine whether they are 
consistent with Regulation 1257/99. 
 
Responsibility for selecting actual projects falls exclusively to the competent national and 
regional authorities, but the Member States and the Commission will monitor the 
initiatives together, on the basis of which the programmes are to be subject to mid-term 
and ex-post evaluations carried out by independent experts. 
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Part 3: AGENDA 2000: THE MID-TERM REVIEWS 

 

3.1. Commission market forecasts 2001-2008 

 
 
In July 2001, the Commission presented a series of medium term projections for a number 
of agricultural products as a precursor to the debate on the mid term review of the CAP. 
The forecasts were based on the following three assumptions: 
1. All market and policy instruments are expected to operate under the current rules, 

thereby taking into account the Agenda 2000 reforms; 
2. The EU’s commitments under the Uruguay Round Agreement on Agriculture (URAA) 

concerning market access and export subsidies are respected and kept within the limits 
set; 

3. The trade agreements negotiated with the 10 applicant Central and Eastern European 
Countries (CEECs), known as the Double Zero Agreements, have been taken into 
account in the projections. 

 

3.1.1. Cereals, Oilseeds and Protein crops (COPs) 

 
Cereals 
 
The Commission’s medium term projections suggest a favourable outlook for the cereals 
market. Although production is estimated to increase during this time, cereals stocks 
would in fact be constrained at acceptable levels as the implementation of Agenda 2000 is 
likely to improve competitiveness on both the EU and world markets. In addition, the 
anticipated improvement on the world market and a weak EUR-US$ exchange rate would 
support the cereals market balance. The notable exception to these trends remains rye. 
 
However, the Commission introduces a caveat: the development of the EUR-US$ 
exchange rate with a strong EUR having the effect of reversing many of the gains that 
could be achieved with a strong world market. 
 
The Commission estimates that, for the period 2001-2008: 
• Total cereals planted area will increase to 37.4 mha in 2002 as a result of prices for 

common wheat, maize and during wheat being above support levels; 
• From 2003/04 to the end of the reporting period, total cereals area will decline by 

approximately 0.5 mha per annum following the alignment of oilseed direct payments 
to those of cereals (at EUR 63/t), to 36.8 mha; 

• Cereals yields will increase by approximately 1.3% per annum, reaching, on average 
6.15t/ha by 2008/09; 

• A decline in total cereals production is estimated for 2001 to 206.8mt from the record 
level of 212.6mt in 2000. However, for the remaining years, production is estimated to 
increase to 226.5mt by 2008 through increased yields, more than making up for any 
reduction in area; 
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• Of this production increase, common wheat will account for 106mt by 2008. In the 
short term, coarse grain production is likely to fall before recovering to 111mt by 2008 
as yield increases compensate for reduced planted area; 

• In terms of demand, three factors (the implementation of Agenda 2000, increases in 
oilseeds prices, and the benefits of a weak EUR) are likely to lead to increased EU 
competitiveness and thereby increasing domestic demand. According to the 
Commission, demand should increase to 199.0mt by 2008/09 compared with 181.1mt 
in 1999/00; 

• This growth in demand is likely to be fuelled by increases in feed usage to 125.8mt by 
2008/09 as a result of increases in poultry production and improved market share. 
Total non-feed use is also forecast to increase by 5.9mt to 73.2mt by 2008/09 through 
increased industrial demand; 

• As far as trade is concerned, overall cereals competitiveness is forecast to improve 
through the impact of the Agenda 2000 reforms, recovery in world prices and 
continued demand for EU exports from the Middle East. This should mean that, 
reinforced by a favourable EUR-US$ exchange rate, the EU will be able to export 
significant volumes of common wheat and all durum wheat  with export subsidies. By 
2008/09, it is estimated that some 32.5mt of cereals would be exported; 

• Imports are likely to increase to 7mt in the short term and remain stable by the end of 
the reporting period; 

• It is estimated that cereals stocks will remain at approximately 35mt until 2004/05. 
From 2004/05 to 2008/09, the increase in both domestic and international demand 
would mean an increase in price, despite the increase in yields. As a result, stock levels 
could fall, with the notable exception of rye where stocks are likely to be 13mt by 
2008/09. 

 
Oilseeds 
 
• The total “food” oilseed area is anticipated to increase during 2001/02 following the 

fall of 0.4mha in 2000/01. However, the area allocated to oilseed plantings is estimated 
to fall again in 2002/03 before stabilising at 4.4mha with the full implementation of the 
Agenda 2000 reforms. Total area should increase to 4.6mha by 2008/09 following 
improved prices and greater productivity; 

• In terms of specific products, the Commission forecasts that soya bean and rapeseed 
area would fall by 21% and 17% respectively by 2002/03 compared to 1999/00. 
However, the area planted to sunflower seed is likely to increase over the medium term 
to end at 1.9mha by 2008/09. According to Commission projections, non-food oilseed 
area is likely to adapt to the level of set-aside and stabilise at 0.8mha for the period 
2001/02 to 2008/09; 

• Despite the anticipated increase in yields of some 1.5%, it is estimated that production 
will fall from 13.3mt in 1999/00 to 11.0mt by 2002/03 as a consequence of the fall in 
planted area. It is then forecast to increase to 12.8mt by 2008/09 due to higher yields 
and increased plantings. Non-food use oilseed production would stabilise at between 
2.3mt and 2.4mt depending of the development of set-aside. 
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3.1.2. Beef and veal 

 
The beef market was relatively stable by the middle of 2000 with consumption in many 
Member States back to pre-BSE levels, increasing export potential, no intervention stocks 
and prices above the level of support. However, the situation changed dramatically in 
October and November as a result of BSE being confirmed in Germany and a significant 
increase in confirmed cases in France. The result was a dramatic fall in consumption 
across the EU, falling by some 27% compared to December 1999.  
 
The deterioration in the market situation led to a series of exceptional measures, already 
outlined in section 2.1.2. above. This has meant that the position for production during 
2001 has been influenced by the large number of stock held on-farm at the end of 2000 
and are expected to be slaughtered in 2001, the implementation of α Purchase for 
Destruction Scheme, in addition to the outbreak of foot-and-mouth, principally in the UK. 
These factors have meant that the Commission’s forecasts have been revised. 
 
Accordingly, as for the medium term market situation, the Commission estimates that: 
• Beef and veal production will be 7.76 mt in 2001, declining to 7.67mt by 2004/05 as a 

result of the cyclical decline in production, and the rising to 7.85mt by 2008; 
• Beef consumption is likely to fall by, on average, by 10% during 2001 (compared to 

1999) and then recover to the medium to long term trend of decline of 1% per annum 
by 2005/06; 

• Imports of beef are likely to stabilise in the short term to some 400,000t by 2002 and 
sustain this level up to 2008. Beef exports are expected to recover, following the 
reopening of the Russian market, in 2001 to 500,000t and then increase by some 
320,000t to 820,000t in 2003 and then stabilise; 

• The Commission concludes that the current imbalance in the market will continue and 
could deteriorate over the short term leading to a large structural surplus of some 
740,000t by 2003. However, the situation is anticipated to improve to leave 
intervention stocks at 240,000t by the end of 2008 as a result of EU destocking 
measures. 

 

3.1.3. Milk and milk products 

 
Liquid milk 
 
The Commission estimates that milk deliveries will stabilise at approximately 114.4mt 
following a fall in deliveries in 2000. Actual deliveries during the 2000/01 quota year 
failed to reach the EU overall quota, for the first time in many years, partly as a result of 
the additional quota allocated to some Member States under Agenda 2000 and a fall in UK 
deliveries as a consequence of low returns for the previous three years. 
 
For milk deliveries, the Commission forecasts that: 
• With an increase in the butterfat content of milk delivered, actual volumes to dairies 

will decrease slightly up to 2005 as producers seek to remain within quota; 
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• From 2005 to 2008, deliveries are expected to increase following the additional quota 
allocated to Member States under Agenda 2000; 

• The increase in quota is likely to reduce the long term decline in the dairy herd 
although yields are expected to increase by 1.6% per annum. Therefore, the number of 
dairy cows in the EU is anticipated to fall from 20.6 million in 2000 to 18.1 million by 
2008. 

 
Cheese 
 
For cheese, the Commission believes that: 
• Production is likely to continue to increase but at a slower rate than previously. Actual 

growth rates will be constrained by the GATT limits; 
• Per capita consumption is forecast to rise to 19.5kg by 2008 compared to 18.3kg in 

2000, representing an annual increase of 0.8%. For total consumption, this is estimated 
to increase by 1.0% per annum during the forecast period; 

• Exports are likely to remain stable in the medium term to 430,000t to 440.000t and 
then increase towards the end of the period. The Commission states that coupled with 
the reduction in support prices under Agenda 2000 from 2005 and expected higher 
world market prices, EU cheese exports will be more competitive; 

• Cheese imports are estimated to follow the increase in market access permitted under 
the GATT agreement and other bilateral agreements, such as the double zero 
agreements with the CEECs. 

 
Butter 
 
In terms of butter, the Commission estimates that for the period 2001-2008: 
• Production will fall in the short term, in spite of increases in butterfat, with milk being 

directed to other products.  
• Although consumption appeared to have stabilised in the 1990s, the long term decline 

is forecast to return for the period 2001-2008. Per capita consumption is estimated to 
fall to 4.4kg in 2008 compared to 4.7kg in 2000, a fall of 0.8% per annum. However, 
total consumption is estimated to fall by 0.6% per annum due to a smaller increase in 
population; 

• Imports are projected to increase to 110,000t in the medium term as a result of the 
GATT agreement. Exports are forecast to stabilise at 200,000t per annum following 
more normal trade patterns with Russia; 

• Despite continued use of internal subsidies for butter, the Commission believes that 
some pressure will be placed on intervention, leading to higher stocks in the medium 
term. 

 
Skimmed milk powder 
 
For skimmed milk powder (SMP) the Commission forecasts that: 
• The downward trend for both production and consumption will continue throughout 

the forecasting period. Accordingly, production is estimated to fall to 891,000t by 
2008 from 1.02mt in 2000. Human consumption of SMP is likely to remain stable over 
the period but that SMP in animal feed will decline; 

• Imports are forecast to increase slightly in the medium term with exports set at 
230,000t per year; 
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• The forecast market situation shows a slight increase in stocks by the end of 2008 to 
79,000t. 

 

3.2. Positions of the Member States 

 
Although the debate as to the mid term review of the CAP is at an early stage, a number of 
Member States have already begun considering their positions vis-à-vis possible 
Commission proposals.   

 

3.2.1. United Kingdom 

 
The UK government has always been one of the more liberal Member States in seeking 
reform of the Common Agricultural Policy. The current “unofficial” position reinforces 
this approach. 
 
In the latest comments made by the Secretary of State for Rural Affairs, the Rt. Hon. 
Margaret Beckett, the UK is seeking the abolition of the milk quota system, the abolition 
of set-aside, and the redirection of CAP funds from direct payments to rural development 
initiatives, in effect making rural development the first pillar of the CAP. 
 
According to the UK government, the CAP has to encourage market-orientated and 
consumer-focused farming. This would mean the adoption of degressivity in relation to 
direct payments with their removal by 2006. In addition, the government is calling for a 
partial renationalisation of the CAP, with more decisions being taken by national 
governments.   

 

3.2.2. Germany 

 
Once the traditional supporter of maintaining the status quo of the CAP, the impact of the 
BSE crisis in Germany and the emergence of a “Green” agriculture Minister, Renate 
Kuenast,  has led to a re-appraisal of domestic and EU agricultural policy. 
 
Frau Kuenast is already promoting a radical shift in German thinking to a more 
environmentally based approach. To this end, the Minister is committed to increasing 
domestic organic production from the present 3% to 10-20% by 2010 in addition to 
wanting to make full use of the Agenda 2000 horizontal measures of cross-compliance and 
modulation (see section 2.2.4. above). 
 
The central theme of the German government position is the switch from direct aid to rural 
development and agri-environmental schemes. In effect, to make the CAP more 
environmentally friendly. In order to be able to achieve this, the government notes that 
there need to be  EU wide mechanisms, such as modulation and degressivity, by means of 
which aid transfers can be made. 
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In a paper submitted for discussion by the Federal Ministry for Consumer Protection, Food 
and Agriculture in September 2001 the German government suggests that a greater 
liberalisation of the CAP needs to be achieved during the Mid-Term Review with 
intervention and set-aside to be used only as safety-net measures at times of serious 
market imbalance. More specifically the paper suggests: 
 
• the introduction of a single area payment for all arable crops; 
  
• the progressive introduction a grassland premium for beef and the progressive phasing 

out of headage payments; 
 
• bringing forward the date for dairy reform and introducing a grassland premium as 

well as a dairy cow premium linked to stocking densities rather than the premium per 
tonne of quota currently foreseen; 

 
• the introduction of degressivity in the form of a 2% linear cut in direct aid payments 

every year; 
 
• compulsory modulation in the form of a 2% reduction in direct aid payments and a 

partial transfer to rural development every year. 
 
Ultimately the aim is to achieve a single direct payment per hectare of utilised agricultural 
area as compensation for delivery of higher animal welfare, environmental and other EU 
standards applied as well as for maintenance if the countryside. 

 

3.2.3. France 

 
France remains a key supporter of the current CAP and the French government is sceptical 
of the need for major reform during the mid-term reviews. Indeed, the extent of reform of 
the CAP is still likely to be determined by French domestic political considerations. 
Despite clear signals from France’s socialist agriculture Minister, M. Jean Glavany, that 
reform is essential, President Chirac remains predictably cautious: while the President is 
prepared to look at change, he remains above all keen to ensure that such change will not 
be to the detriment of French farmers. 
 
Therefore, the joint Franco-German statement issued in July on the future of the CAP 
appears, at first sight, to indicate a change in France’s position. According to the paper, 
France remains committed to a ‘re-orientation’, rather than wholesale reform of the CAP. 
However, there is also the call for modulation to be made compulsory with the 
rechannelling of support to rural development. France, together with Germany, also 
believes that the degressivity of direct payments – that is, the reduction of direct aid over 
time – remains a viable option and would reduce the EU’s reliance on blue box payments 
under WTO rules. There is also the suggestion that this could be linked to modulation in 
order to constantly increase rural development funding.   
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3.2.4. Other Member States 

 
Portugal 
 
In a discussion paper circulated earlier this year, the Portuguese government is calling for 
all farm aid to be decoupled from production to be replaced by a series of targeted farm 
subsidies, paid per farm unit in order to promote quality output. The paper states that 
reform towards a more environmentally based agriculture policy is required in order to 
promote a “deeper contractual relationship between farmers and society in general.” 
 
The Portuguese government’s position envisages a transition of EU prices to world market 
levels by 2010, with the current system of price support remaining in place until 2006. 
Modulation, which is currently only voluntary would be made compulsory on all Member 
States. In addition, the agricultural financial perspective under Agenda 2000 would 
continue to apply. 
 
Sweden  
  
Under the recent Swedish Presidency of the EU (January – June 2001), the government 
stressed that agricultural reform had to be linked to a clear environmental strategy and for 
this to be a key area for debate during the mid term reviews, the notion of the greening of 
the CAP. 
 
Sweden is already a key member of the London Club that is seeking the abolition of milk 
quotas. Other priorities for CAP reform include improving animal welfare, and food 
quality and safety. 

 

3.2.5. A summary of national positions 

 
Arable crops 
 

Member State Possible options/ position 

UK Seeking the abolition of compulsory set 
aside 

France, Germany Greater incentives for growing protein 
crops to reduce dependence on GMOs 

Other Member States Maintaining prices at current level, 
retention of 10% default set aside rate  

 
Beef and veal 
 

Member State Possible options/position 

All Member States National positions remain flexible 
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Milk and milk products 
 

Member State Possible options 

UK, Sweden, Italy, Denmark, Germany Abolition of the milk quota system after 
2006 

France Retention of milk quotas but the 
introduction of different types of quota 

Austria, Ireland, Belgium, Finland Maintenance of milk quotas 
Spain, Greece Maintenance of milk quotas but also 

increased national quotas  

 
 
Horizontal measures 
 

Member State Possible options 

UK, Sweden, Portugal, France, Germany Horizontal measures (modulation, cross 
compliance) to be mandatory 

Spain, Greece Funding for rural development and 
environmental measures to be separate from 
CAP spending  

Other Member States Slight increase in allocation of funds to 2nd 
pillar but maintenance of CAP direct 
payment measures 

 
  

3.3. Agricultural trade associations 

 

3.3.1. COPA/COGECA 

 
COPA/COGECA have prepared a draft position paper on ‘Sustainable and stable 
development for European Agriculture’ that is due for approval by November 2001. 
 
The basic position of the organisation is that there is no need for a mid-term review of the 
CAP. In fact COPA/COGECA argue that the Berlin European Council asked the 
Commission to put forward specific proposals only if the situation justified such action, 
which according to the organisation is clearly not the case. The key points and arguments 
put forward by the paper, against a wide-ranging reform of the CAP before 2006, are as 
follows: 
• Agricultural expenditure, according to Commission forecasts, is expected to remain 

below the Berlin ceiling over the period up to and including 2003. 
• The market situation is good, except for the specific beef sector crisis. 
• A further reform of the CAP could undermine the EU’s strength of negotiations in the 

WTO, with farmers asked to pay the price of a shift in policy both before and after the 
negotiations. COPA/COGECA has prepared a separate position paper on the next 
stage of the agricultural negotiations in the WTO.  
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• Farmers and their co-operatives need stability and their current investment decisions 
have been taken on the understanding that Agenda 2000 would be the last CAP reform 
before 2006. 

• The last 2 CAP reforms (1992 and Agenda 2000) have amplified an inconsistency 
between, on the one hand, calls for further market liberalisation, greater price 
competitiveness and faster productivity growth, and, on the other, calls for a more 
extensive agriculture that responds better to public concerns for health, safety and the 
environment. The recent recurrence of BSE and the FMD outbreak have revived this 
debate. Consequently, in the period up to 2006 the EU must re-think its policy 
direction, rather than push for another CAP reform along the lines of past reforms.   

• In the meantime, the first and immediate priority is to ensure that the public have full 
confidence in the safety and quality of their food and COPA/COGECA have called for 
a series of measures to this effect covering the entire food chain, including the setting 
up of the European Food Authority and traceability schemes. 

• A second priority should be to ensure the agricultural sector can meet its 
multifunctional role, as also stressed in COPA/COGECA’s position paper on the 
agricultural negotiations in the WTO and the need to take equal account of non-trade 
concerns. 

 
 

3.4. The timetable for reform  

 
The European Commission has already indicated that it will circulate proposals for reform 
by the end of 2002, this being after the scheduled mid-term reviews. This would mean that 
discussion on CAP reform would be timetabled for 2003 at the earliest. In addition, 
Commissioner Fischler has already suggested that such proposals could be limited in 
scope and targeted to “problem sectors” such as rye and the beef regime. 
 
Taking into account national elections in France and Germany in May and September 
2002 respectively, table 3.4.1 tentatively sets out a timetable for political debate on CAP 
reform. 
 



Assessment of Agenda 2000 in the agricultural sector 

       54      PE 311.440 

Table 3.4.1: Forecast timetable for reform 
 

Date Event 

July 2001 Commission publishes market forecasts for 
2001 - 2008 

September – December 2001 Commission evaluates studies for reform of 
particular market sectors 

November 2001 WTO Ministerial meeting to formally start 
new trade round 

May 2002 French Presidential election 
May – July 2002 Initial orientation debates on CAP mid-term 

reviews: Member State positions clarified 
September – December 2002 Commission drafts proposals for CAP 

reform 
September 2002 German Federal election 
December 2002 Agriculture chapter for enlargement 

concludes 
January 2003 Commission publishes proposals for CAP 

reform 
February – March/April 2003 Formal discussions begin on Commission 

proposals for CAP reform 
June – November 2003 Agreement reached between Agriculture 

Ministers on details of CAP reform 
June – November 2003 Agreement reached between Finance 

Ministers on new agriculture budgetary 
guideline 
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PART 4: SOME IMPLICATIONS OF POLICY CHANGE 

 
 
This chapter discusses some of the implications of further policy change for two key 
commodity sectors. Given that a series of measures have already been taken to stabilise 
the beef market in the wake of the BSE crisis and no further measures are currently 
envisaged for the wine sector the focus of this section is on the arable and dairy sectors. 
 
Before proceeding to a discussion of these sectors it is worth noting that ultimately the 
discussion on CAP reform will be strongly influenced by the effect of change on the 
budgetary position of each Member State. For reference purposes a table setting out CAP 
spending in 2000 and share of expenditure by category of spending is presented below. 
This shows that in 2000 expenditure on direct payments accounted for 60.2 % of total 
CAP spending or EUR 24.38 bn. By contrast, rural development expenditure came to EUR 
4.18 bn or 10.3 % of  CAP spending. As is evident France is by far the largest beneficiary 
of CAP spending accounting for 22.2% of total guarantee expenditure and almost a quarter 
of all direct aid payments. Italy and Germany receive the highest share of rural 
development expenditure. In terms of overall net contributions to the EU Budget as a 
whole Germany remains the single largest net contributor although Sweden is now the 
largest net contributor in terms of GDP. 
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CAP spending in 2000 by Member State & share of spending per category, relative to overall budget 

 Bel Dk D Gre Esp Fr Ire It 

EAGGF - Guarantee  m Euro 957.3 1309.1 5674.9 2598.2 5498.6 9005.8 1682.3 5048.3 

Total CAP Spending % 2.4 3.2 14.0 6.4 13.6 22.2 4.2 12.5 
Direct aid % 1.1 2.9 15.2 6.5 14.0 24.8 2.8 13.3 
Export refunds % 9.5 8.8 13.8 0.6 3.7 23.7 9.0 5.5 
Storage % 2.2 5.1 28.7 1.1 8.6 39.0 -5.3 22.0 
Rural Development % 0.6 0.8 16.3 3.5 9.5 11.4 8.2 18.1 
Other % 2.0 0.4 4.6 15.5 26.0 14.4 3.6 10.0 

Total EU Spending % 5.2 2.0 12.5 6.7 13.1 14.9 3.2 13.1 

EU Budget Contrib.* % 3.9 1.9 24.8 1.5 7.3 16.5 1.2 12.5 

NET BUDGET (m Euro) -327.3 +169.1 -9273.2 +4373.9 +5055.9 -1415.3 +1674.6 +713.4 
BALANCE ** (as % of GNP) -0.13 +0.10 -0.47 +3.61 +0.86 -0.10 +1.83 +0.06 
 Lux NL Aus Port Fin Swe UK 

EAGGF - Guarantee  m Euro 21.2 1441.9 1018.7 657.2 727.8 798.1 4061.7 

EU-15 
m Euro 

Total CAP Spending % 0.1 3.6 2.5 1.6 1.8 2.0 10.0 40501.1 
Direct aid % 0.1 1.0 1.8 1.5 1.1 2.1 11.7 24381.0 
Export refunds % 0.0 12.9 1.3 0.6 1.9 1.5 7.2 5648.7 
Storage % 0.0 4.4 2.6 -0.4 0.2 -3.5 -4.8 951.2 
Rural Development % 0.2 1.4 11.0 3.2 8.0 4.2 3.6 4176.4 
Other % 0.0 6.8 0.4 2.4 0.1 1.1 12.8 5343.8 

Total EU Spending % 1.1 2.7 1.7 3.9 1.7 1.5 9.5 (77210.7)+ 

EU Budget Contrib.* % 0.2 6.2 2.4 1.4 1.4 3.0 15.8 (87969.2) 

NET BUDGET (m Euro) -65.1 -1737.1 -543.5 +2112.0 +216.9 -1177.4 -3774.7  
BALANCE ** (as % of GNP) -0.35 +0.44 -0.27 +1.93 +0.17 -0.50 -0.25  
Source:  Commission report on 2000 Budget as tabulated by AGRA FACTS 26.09.01; + excluding 6120.4m Euro (7.3%) spent on non-EU beneficiaries; * overall contribution to EU budget 
covering traditional own resources (e.g. agricultural duties & sugar levies), VAT, GNP & adjustment for UK budget rebate; ** Difference between total spending from EU budget and total 
contribution to EU budget. 
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4.1. Dairy policy 

 
While currently under the Agenda 2000 agreement the start of effective policy reform in the 
dairy sector is delayed until 2005 and quotas are to remain in place until 2008,  as is evident 
from the description of the Member State positions in the previous chapter a number of 
Member States favour earlier or more deep reform than is currently envisaged. In any event it 
seems likely that post 2005 the new WTO Round will result in cuts in the level of external 
protection for the dairy sector as the ceilings for subsidised exports are lowered, reduced duty 
access quotas are increased and out of quota tariffs are reduced.  
 
The overall effects of implementing Agenda 2000 are likely to be broadly neutral for 
producers as lower prices are largely compensated for by higher direct payments but this 
could raise budgetary costs for support of the sector as a whole. If on the other hand, one 
were to assume that there were a move to sharper support price cuts (e.g. to levels 
approaching or equating to world prices) than those currently envisaged under Agenda 2000 
and direct payments which only partially compensate producers for these cuts this would 
result in substantial losses to producers and higher budgetary costs but would generate 
considerable gains for consumers as a result of lower prices. 

 

4.2. Arable sector 

 
The central field of  discussion relating to further reform of the CAP lies in the arable sector. 
This sector absorbs a substantial proportion of  the budgetary funds available for the CAP and 
it is increasingly argued that a higher proportion of these funds should be directed into the 
'‘second pillar’ of the CAP namely rural development. To assess the impact of Agenda 2000 
for this sector as well as possible changes to the support framework we have used the 
Common Agricultural Policy Analysis (CAPA) econometric model to run three scenarios. A 
structural econometric model provides a stylised statistical representation of a market.  
Econometric models contain equations that correspond to quantified or ‘parameterised’ 
economic relationships between key market variables of interest such as areas planted and 
crop prices, or the quantity of food demanded and income.  
 
The economic relationships between variables of interest are parameterised by applying 
statistical methods to historical data. For this model we have utilised data from the New 
Cronos and SPEL datasets covering the period 1973 to 2000. The resulting econometric 
model contains information on the underlying causal relationships in the market of interest.  
This information can be utilised in order to provide forecasts, or estimates about the 
likelihood of future events.  
 
The CAPA model is an allocation model.  As such, it contains a set of equations that explain 
how the total arable area available for cultivation is distributed among different crops.  The 
model is based on the assumptions that producers attempt to maximise their profit and that 
agricultural arable land  in the EU can be characterised as a fixed or finite resource as 
plantings are constrained by the base area less the area that is set-aside. The planting decision 
is based on the profitability of production of each crop and producers will choose their crop-
mix, allocating the fixed arable land between different crops in order to achieve the 
maximum profit. Thus, different crops compete for land.  The share of each crop in total 
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arable land depends on its relative profitability, i.e. the more profitable one crop is relative to 
others, the higher its competitiveness, the larger its share of the total area will be.  This 
parameterisation of the economic relationship between profitability and crop area provides 
the core of the CAPA model.  
 
The key characteristics of this model are as follows. It is: 
 
 
• multi-product: covering crops such as durum and soft wheat, barley, maize, other cereals, 

oilseed rape, soya, sunflower, sugarbeet and potatoes; 
 
• dynamic: we take into account the fact that farmers will not respond instantaneously to 

policy changes, but will take time to adjust their production.  The model is annual and 
will forecast the implications of policy reform, future price trends or other economic 
shocks for the variables of interest up to 5 or 10 years in the future; 

 
• policy orientated: the model is based on assumptions related to the future shape of the 

CAP as defined by the Agenda 2000 agreement, as well as GATT/WTO commitments.  
Policies are introduced into the model by means of intervention and market prices, base 
areas, compensation payments and set-aside areas; 

 
• output: the model provides medium run (2000-2005) forecasts for the areas under the 

main arable crops, crop yields and production volumes, as well as farm income.  
 

Our forecasting approach starts by taking into account the financial incentives, such as crop 
prices and arable area payments, as well as the speed with which producers adjust to new 
market or policy incentives. The speed of adjustment may depend on crop rotation 
techniques, or cash liquidity, producers’ preferences and other factors that may place 
constraints on profit-maximising behaviour. The first stage, therefore, measures or quantifies 
the impact which relative crop profitability has on land allocation or crop shares. The 
quantification of the economic relationship between crop profitability and crop shares is 
carried out by applying econometric techniques to historical data.  The resulting equations 
provide the core of the CAPA model.  CAPA is specified as a dynamic simultaneous equation 
model. In this manner, the model provides a realistic reflection of the real world as all 
planting decisions are inter-dependent and the area under one crop depends on the areas of all 
other crops.   

In the second stage, policy scenaria for the medium term are drawn up on the basis of 
intervention price, arable area payments and set-aside rates in order to reflect different states 
of policy environment against which Agenda 2000 can be compared and, therefore, 
evaluated. In turn, these are fed into the CAPA model in order to quantify what the impact of 
these policy scenarios would be on crop areas and farm income.  
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The three scenarios evaluated are as follows: 
 

Scenario 1 --- Agenda 2000 

 

This scenario projects arable income to 2005 under the assumption that Agenda 2000 is 
implemented without further change. We again assume a 10% set-aside rate throughout the 
period. 
 
Scenario 2 --- Continuation of pre-Agenda 2000 policy 

 
Under this scenario we assume that arable sector policy had continued to 2005 without the 
changes introduced under Agenda 2000 i.e. no cut to intervention prices and no change to 
arable area payments. We also assume that set-aside is maintained at 10%. 
 
Scenario 3 --- Agenda 2000 adjusted 

 
This scenario assumes that Agenda 2000 prices are maintained but that more intensive 
modulation is applied on a compulsory basis and that a percentage of arable area payments 
therefore becomes ‘decoupled’ i.e. diverted into rural development payments. For this 
scenario, we assume that the percentage of arable area payments diverted to rural 
development amounts to 5% in 2002 and 10% for the years 2003 to 2005. In addition, we 
assume that the set-aside rate will be set at 10% throughout the forecasting horizon.  
 
The graphs and tables below present the results of the three scenarios in terms of arable areas 
as well as real and nominal arable sector income. The price assumptions used for the different 
scenarios are based on price projections provided by the Food and Agricultural Policy 
Research Institute of the University of Iowa (FAPRI). In addition, it is assumed that the 
€/US$ exchange rate will amount to €1.18 to US$ 1.00.  
 
The key conclusions to be drawn from this analysis are as follows: 
 
• If Agenda 2000 had not been introduced arable sector incomes would have remained 

some €500 to €800 million per year higher in nominal terms during the period between 
2000 and 2005. In total, aggregating across years (2000 to 2005), Agenda 2000 resulted 
in a reduction in farm income by €3.8 bn, thus reflecting an average reduction of €641 
million or about 3% a year as compared to the pre-Agenda 2000 CAP support (higher 
intervention price for cereals, lower arable area payments for cereals, higher arable area 
payments for oilseeds). Under the same assumptions and in real terms (i.e. excluding 
inflation and measured in 1990 prices) incomes would be expected to lie some €110 
million to €600 million higher. This is due to the fact that the increase in arable area 
payments for cereals has not been sufficient to compensate for the decline in income 
resulting from lower arable area payments for oilseeds and the cut in the cereals 
intervention price. 
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• Under scenario 3, it is estimated that since  a proportion of arable area payments are being 

diverted to rural development (5% for 2002 and 10% for 2003 onwards) arable farm 
incomes will fall by between €160 million and  €680 million each year in nominal terms, 
as compared to farm incomes determined on the basis of Agenda 2000. It is estimated that 
up to €1 bn each year, from 2003 onwards, will be diverted to rural development. From 
2002 to 2005, it is calculated that total arable farm income aggregated across years (2002-
2005) will fall by  €1.8 bn, reflecting an average reduction of €450 million or 
approximately 2% per year as compared to farm income under Agenda 2000.   
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Modelling results: Agenda 2000, 2000-2005 

 
EU-15: Area '000 hectares

2000 2001 2002 2003 2004 2005

Common Wheat 14,435 13,680 15,190 15,560 15,900 16,220

Durum Wheat 3,233 3,260 3,283 3,300 3,312 3,320

Barley 10,552 10,810 10,360 10,240 10,120 10,010

Maize 4,197 4,247 4,296 4,343 4,388 4,430

Other cereals 3,229 3,201 3,165 3,124 3,086 3,046

Oilseed Rape 2,317 2,255 2,021 1,897 1,793 1,700

Sunflower 1,895 1,780 1,666 1,563 1,470 1,390

Soya 340 350 334 331 329 326

Potatoes 1,330 1,334 1,338 1,338 1,339 1,340

Sugarbeet 1,950 1,934 1,914 1,914 1,911 1,915

Protein crops 1,125 1,065 1,014 968 928 892

Total cereals 35,646 35,198 36,294 36,567 36,806 37,026

Total oilseeds 4,552 4,385 4,021 3,791 3,592 3,416

Total arable area 44,603 43,916 44,581 44,579 44,575 44,590  
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EU-15: Net cash farm income (arable) '000 Euro

2000 2001 2002 2003 2004 2005

Aggregate gross 

margin        (current 

prices) 19,710,176 19,887,981 22,003,159 21,687,380 22,511,335 23,186,559

Total arable area 

payments    (current 

prices) 14,633,807 14,647,687 14,641,964 14,593,256 14,549,909 14,577,670

Nominal total net 

cash arable income      
(current prices) 34,343,983 34,535,668 36,645,123 36,280,636 37,061,244 37,764,229

Real total net cash 

arable  income (1990 

prices) 25,950,108 25,533,213 26,613,747 25,832,388 25,896,166 25,946,283  
 



Assessment of Agenda 2000 in the agricultural sector 

       62       PE 311.440 

 

Modelling results: Scenario 2, CAP as implemented pre- Agenda 2000, 2000-2005 

 
EU-15: Area '000 hectares

2000 2001 2002 2003 2004 2005

Common Wheat 14,435 13,680 15,010 15,300 15,570 15,830

Durum Wheat 3,233 3,246 3,254 3,258 3,260 3,260

Barley 10,552 10,810 10,460 10,380 10,300 10,210

Maize 4,197 4,251 4,302 4,352 4,398 4,442

Other cereals 3,229 3,216 3,192 3,164 3,133 3,102

Oilseed Rape 2,317 2,255 2,011 1,884 1,779 1,684

Sunflower 1,895 1,813 1,739 1,672 1,613 1,560

Soya 340 350 342 343 345 347

Potatoes 1,330 1,334 1,338 1,338 1,339 1,340

Sugarbeet 1,950 1,934 1,914 1,914 1,911 1,915

Protein crops 1,125 1,067 1,016 972 934 899

Total cereals 35,646 35,203 36,218 36,454 36,661 36,844

Total oilseeds 4,552 4,418 4,092 3,899 3,737 3,591

Total arable area 44,603 43,956 44,578 44,578 44,581 44,589  
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EU-15: Net cash farm income (arable) '000 Euro

2000 2001 2002 2003 2004 2005

Aggregate gross 

margin        (current 

prices) 20,248,714 21,365,763 23,403,983 23,050,599 23,663,246 24,319,602

Total arable area 

payments    (current 

prices) 14,243,462 14,024,271 14,102,441 14,047,835 14,017,570 13,992,863

Nominal total net 

cash arable income      
(current prices) 34,492,176 35,390,034 37,506,424 37,098,434 37,680,816 38,312,465

Real total net cash 

arable  income (1990 

prices) 26,062,081 26,164,871 27,239,272 26,414,673 26,329,086 26,322,954  
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Modelling results: Scenario 3, Adjusted Agenda 2000, 2000-2005 

 
EU-15: Area '000 hectares

2000 2001 2002 2003 2004 2005

Common Wheat 14,435 13,680 15,170 15,530 15,840 16,130

Durum Wheat 3,233 3,260 3,275 3,281 3,296 3,308

Barley 10,552 10,810 10,370 10,270 10,170 10,070

Maize 4,197 4,247 4,295 4,345 4,391 4,434

Other cereals 3,229 3,201 3,168 3,133 3,098 3,063

Oilseed Rape 2,317 2,255 2,020 1,899 1,796 1,703

Sunflower 1,895 1,780 1,662 1,557 1,466 1,387

Soya 340 350 334 331 328 326

Potatoes 1,330 1,334 1,338 1,338 1,339 1,340

Sugarbeet 1,950 1,934 1,914 1,914 1,911 1,915

Protein crops 1,125 1,065 1,012 964 921 884

Total cereals 35,646 35,198 36,278 36,559 36,795 37,005

Total oilseeds 4,552 4,385 4,016 3,787 3,590 3,416

Total arable area 44,603 43,916 44,558 44,562 44,556 44,560  
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EU-15: Net cash farm income (arable) '000 Euro

2000 2001 2002 2003 2004 2005

Aggregate gross 

margin        (current 

prices) 19,710,176 19,887,981 22,294,394 22,167,157 22,993,642 23,658,726

Total arable area 

payments    (current 

prices) 14,633,807 14,647,687 14,188,739 13,431,504 13,600,198 13,612,897

Nominal total net 

cash arable income      
(current prices) 34,343,983 34,535,668 36,483,133 35,598,661 36,593,841 37,271,623

Real total net cash 

arable  income (1990 

prices) 25,950,108 25,533,213 26,496,100 25,346,811 25,569,573 25,607,833  
 
 
 


