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Abstract: 
 
This note examines the role of rural development policy in the CAP after 
2013. As the official Communication of the Commission on the future CAP 
remains at a high level of generality, many uncertainties exist regarding the 
role of rural development in the future. However, as the new framework 
seems to be set in place, this note examines the consistency of proposals 
which are aimed at meeting the predefined challenges and objectives as well 
as providing policy recommendations.  
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INTRODUCTION 
 
The European Union’s Common Agricultural Policy (CAP) is currently under debate in order 
to allow various options to be weighed in advance of its implementation for the next 
financial period (2014-2020). The European Commission has been playing a key role in this 
process in many respects. First of all, it launched a public debate in April 2010 with the aim 
of inviting all possible stakeholders concerned to join the discussion and share their views 
on the objectives and principles of the future policy. Lessons learned from the debate were 
summarised at a conference on the CAP post-2013, held in July 2010 in Brussels, which 
brought together the numerous contributions expressed during the public debate (1). The 
conference was also an important step in the Commission's preparations for its official 
Communication (2) on the future of the CAP, which was presented on 18 November 2010.  
 
The purpose of the Communication was to suggest changes and to set priorities for the CAP 
after 2013 on the basis of the public debate and the various options and opinions expressed 
since the Health Check, the last stage of the CAP reform process. The Communication can 
be interpreted as a move to reorient the CAP towards a policy which meets the economic, 
environmental and social challenges that European agriculture and rural development face. 
However, the text remains at a high level of generality and is stronger on ideas than 
specific issues, providing ample opportunity for consultation work before the preparation of 
legal proposals, which are to be presented in the summer of 2011.  
 
The Communication is presented in a complex economic and political context, considering 
various institutional factors, all of which need to be taken into consideration when 
determining the future CAP. Such factors, inter alia, include the implementation of the 
"Europe 2020" strategy (3), the EU Budget Review (4), the positions already expressed by 
the Council (5) and the Parliament (6), the end of the transitional period of the CAP for the 
newest Member States, possible future accessions, a possible new agricultural agreement 
under the WTO Doha Round and a new protocol on climate change to replace the Kyoto 
Protocol.  
 
This note focuses on one of the most important parts of the debate - rural development. It 
aims to interpret the Commission’s proposals concerning rural development and to provide 
further thoughts on specific issues missing from the Communication, while taking into 
account the complex context indicated above. In order to reach its aim, the paper is divided 
into two parts. First, a general reflection is given on the contents of the Communication, 
highlighting the consistency between the proposals and challenges mentioned in the text. 
These reflections will provide the basis for the second part, which addresses specific 
questions on the role of rural development in the future CAP which might facilitate future 
work on the topic. 
 
 

                                                 
1  European Commission (2010a).   
2  European Commission (2010b), hereinafter referred to as ‘Communication’. 
3  European Commission (2010c). 
4  European Commission (2010d). 
5  European Council (2010a), (2010b), (2010c), (2010d), (2010e), (2010f), (2010g). 
6  European Parliament (2010a), (2010b). 
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1. GENERAL REFLECTIONS ON THE EC COMMUNICATION 
This chapter gives a general reflection on the Communication and provides an analysis of 
the consistency between the predefined challenges and the proposals.  
 
1.1. Challenges and objectives 

The Communication identifies three key challenges for agriculture:  
 

 Food security. As the world’s population is expected to grow to around nine billion 
by 2050, global demand for food will significantly increase, resulting in a measurable 
growth in world food production (7). The EU should be able to contribute to world 
food demand by preserving and improving its agricultural production capacity while 
meeting the high safety, quality and welfare standards required by its citizens as 
well. In order to meet this challenge, the CAP has to stabilise incomes and markets 
as well as improve the competitiveness of its agricultural sector and the functioning 
of the food supply chain in times of greater market uncertainty, increased price 
volatility and stagnating agricultural incomes. 

 Environment and climate change. Agriculture and the environment are 
inextricably linked. Farming practices can have beneficial (e.g. organic agriculture) 
or harmful (e.g. intensive agriculture) effects on the environment, while the 
provision of public goods can potentially offer several environmental benefits (e.g. 
biodiversity, climate stability, resilience to natural disasters, etc.). At the same time, 
climate change can have various effects on agriculture in the long run (e.g. flooding, 
drought, etc.) Therefore, the future CAP should help agriculture mitigate climate 
change through reduced GHG emissions and various measures to increase 
production efficiency (e.g. energy efficiency, carbon sequestration, etc.). 

 Territorial balance. Agriculture is still an important sector in the rural economy, 
offering job possibilities and income to rural residents and generating many 
additional economic activities (e.g. food processing, tourism and trade). However, 
many territorial imbalances, mainly between Old and New Member States, exist in 
the EU. The CAP should tackle these imbalances by improving the vitality and 
economic potential of all the rural areas inside the EU. 

 
Three main objectives are derived from these challenges, according to the 
Communication:  
 

 Viable food production. In order to reach this objective, the future CAP should (1) 
contribute to farm incomes and limit their variability, (2) improve the 
competitiveness of the agricultural sector and enhance its value share in the food 
chain and (3) compensate for production difficulties in areas with specific natural 
constraints. 

 Sustainable management of natural resources and climate action. This 
objective also contains three elements: (1) enhancing sustainable production 
practices and securing the provision of environmental public goods, (2) encouraging 
green growth through innovation and (3) pursuing climate change mitigation and 
adaptation actions.  

                                                 
7  FAO (2009). 
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 Balanced territorial development. The third objective is also made up of three 
policy sub-objectives: (1) supporting rural employment, (2) improving the rural 
economy and promoting diversification and (3) encouraging structural diversity in 
farming systems by improving conditions for small farms and developing local 
markets.  
 

1.2. Consistency between the challenges and the proposals 

By thinking in terms of sustainability, the above-mentioned challenges can easily be 
transformed into economic challenges (food security, market stability and food chains), 
environmental challenges (GHG emissions, soil depletion, water/air quality, habitats and 
biodiversity) and socio-territorial challenges (vitality of rural areas and diversity of EU 
agriculture). In order to meet these challenges, the aforementioned objectives have to be 
reached via the numerous proposals expressed in the Communication. It is therefore worth 
analysing whether these proposals are consistent with the challenges; that is, whether the 
proposals help meet the predefined challenges. In general, we can state that the proposals 
are well-defined and are in line with the challenges - but more detailed elaboration is 
needed in most cases. 
 
1.2.1. Consistency of proposals to meet economic challenges  

In looking into the details of the various proposals, it is suggested that economic 
challenges are met through focusing on the objective of viable food production, which 
itself contains many proposals. Primarily, the challenge of food security is to be met 
through the stabilisation of farm incomes through direct payments and the limiting of their 
variability. 
 
As for farm income support, it is acknowledged in the Communication that the present 
system of direct payments is unsustainable and inefficient, as widely discussed and 
agreed on in professional academic literature (8). Therefore, it proposes adjustments to the 
current configuration of direct payments by using the principle of greening, which would 
represent a very important innovation in the history of the CAP. It appears that the present 
system of direct payments would be separated into a flat rate basic payment, available 
to all farmers, and a number of additional payments (a green component, a “natural 
constraints” component and limited voluntary coupled support), not available to everyone. 
The basic payment component would be subject to a ceiling per farm and to cross 
compliance, while the mandatory greening component would apparently be delivered 
through the implementation of simple, year by year, agri-environment actions. With a clear 
and positive message that redistribution, redesign and better targeting of support is 
needed, the new system would limit the gains and losses of Member States by 
guaranteeing an average level of direct payments to all farmers, implying that a significant 
redistribution of the level of support is needed both between farms as well as between 
Member States.  
 
However, the Communication lacks many details on design and implementation and 
thereby it remains unclear whether proposals represent a major change in the first 
pillar or only a very light greening. In general, the combined model of direct payments 
(flat rate + specific components) seems to only partially address the principal problems of 
the present system. On the one hand, the unequal distribution of these payments amongst 
countries and farms of various sizes appears to be solved by “limiting the gains and losses 
of Member States” and introducing an “upper ceiling” of payments. On the other hand, it 

                                                 
8  Jambor and Harvey (2010). 
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seems that the Communication fails to address the fundamental problem behind direct 
payments: their ineffectiveness in the long run due to their support for the agricultural 
industry (processor, input supplier, landowner, etc.) instead of the farmer. As is well 
recognised in the academic debate (9), the current system of direct payments supports the 
whole agricultural sector (and not individual farmers), as revenue increases are capitalised 
in the value of farm assets or spent on increased production costs. In effect, the benefits of 
support are frozen into higher costs for the sector and its businesses. There have been no 
reactions to this problem within any of the Communication proposals. Moreover, it is also 
questionable as to how redefined direct payments would provide food security. As the 
current system of decoupled direct support suggests, a farmer need not even produce to 
receive a fixed income. If a farmer does not produce agricultural commodities, it is hard to 
imagine how he or she contributes towards ensuring food security. Consequently, 
stabilising farmers’ incomes does not necessarily mean guaranteeing food 
security, despite the fact that food security still remains the Commission’s major reason 
for maintaining farm income support. By seeking to stabilise all farmers’ incomes, current 
direct payments seem to focus on social issues (pertaining to the second pillar) instead of 
focusing on enhancing the competitiveness of farmers.  
 
Going into more detail, it turns out that the proposed scheme of direct payments lacks 
several important elements. First, the share of each component within direct payments is 
not defined, nor is it clear whether there will be any binding requirements making farmers 
ineligible for the basic component if requirements for the other components are not met. 
Second, regarding the proposal of “limiting the gains and losses of Member States”, it 
is not clear how these limitations are to be made and on what basis national allocations are 
to be defined. It seems that the future system of direct payments will allow greater 
flexibility for Member States in distributing these payments, the details of which (especially 
the objective criteria determining the reallocation procedure and the exact degree of 
flexibility in implementation) are left unclear. Third, the Communication clearly states that 
the beneficiaries of direct payments should be “active farmers”, the definition of which is 
questionable. Furthermore, no performance indicator is attached to “active farmers”, 
meaning that all farmers living from agriculture have the right to receive income support. 
This logic will leave those “embedded” in agriculture in the same position in the next 
programme period, without their production performance being questioned (either 
commodity or non-commodity production). Fourth, the proposed new structure for direct 
payments contains components of the current second pillar (e.g. a greening component, 
areas with natural constraints), though it remains unclear whether this will result in any 
reallocation of resources from the second to the first pillar (an issue that emerges in many 
contexts throughout the note). Fifth, proposals regarding the “natural constraints” 
component are also problematic. It is not clear how this category would be defined nor is 
the exact implementation mechanism obvious (e.g. flat rate or more targeted payments). It 
also remains unclear how this new category would go together with Less Favoured Area 
(LFA) payments or support for High Nature Value (HNV) areas, issues which will be 
discussed later in detail.  
 
As far as the second economic challenge (market stability) is concerned, the 
Communication highlights the relevance of the instability of agricultural markets. 
Agricultural production processes are strongly dependent on natural and climatic 
conditions, resulting in a high degree of uncertainty regarding the economic performance of 
agricultural businesses. This uncertainty has become stronger recently due to changing 
patterns in worldwide supply-demand patterns and the economic crisis. Although the 

                                                 
9  Jambor and Harvey (2010). 
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impacts vary significantly from country to country, the economic crisis has resulted, inter 
alia, in a clear slowdown in growth in demand, a reduction in consumption, a fall in farm 
incomes, the increased volatility of agricultural prices and difficulties in accessing credit 
(10). The income of the whole sector fell significantly in 2008 and 2009, a process 
accompanied by rising unemployment in rural areas. The crisis highlighted the primary 
function of agriculture of guaranteeing food supplies and the role of existing mechanisms in 
supporting the market, thereby re-opening debates that seemed to have been resolved 
decades ago. Extreme instability in agricultural commodity markets is harmful to the whole 
agricultural sector, thus managing volatility and associated risk is a key issue for the future 
CAP.  
 
On the one hand, the challenge of increased market volatility and income uncertainties is 
planned to be tackled through the introduction of a risk management toolkit in the CAP. 
This toolkit would be available to all Member States to address production and income 
risks. Unfortunately, the Communication does not provide further details on the 
implementation of the system. The possibility of contracts for limiting production risks, the 
introduction of risk insurance packages or the role of producer organisations in risk 
management, for instance, all well-discussed in the academic literature, are not even 
mentioned. It is not clear, for example, why this instrument is incorporated in the second 
pillar as the toolkit aims to tackle issues pertaining to the first pillar. On the other hand, the 
Communication seems to maintain the general architecture of market management tools, 
highlighting the important role existing mechanisms have played in supporting the market 
in times of crisis. However, the Commission seeks to make some specific adaptations to 
existing market instruments, including changes in the intervention system, the use of 
disturbance clauses and private storage, used as a safety net in case of any crisis or 
market disruption. These adaptations would streamline and simplify current market 
instruments. Nevertheless, further details on products concerned or their relationships to 
the risk management toolkit are unclear. While the Commission mentions the previously 
publicised removal of dairy quotas and the possible changes in the sugar regime, no further 
proposals regarding agricultural sectors are elaborated in the text. It also remains unclear 
whether reforms in these sectors will be implemented in others.  
 
The third economic challenge lies in the fragmentation and poor organisation of food 
supply chains. The significant changes experienced in food markets over the past decade 
are acknowledged in The Communication. Farmers are faced with significantly increased 
competition in their domestic markets, together with a steadily decreasing trend in their 
share of the value added generated by the food supply chain. This situation is due to the 
rapid emergence of vertically-coordinated food chains, including hypermarkets, 
supermarkets and multinational agro-processing companies with regional procurement 
systems which create new and much more competitive conditions. With their weak 
bargaining power, farmers are not always able to adjust to or cope with the business 
practices and high requirements employed by the large chains (11). In addition, European 
farmers have to respect the highest environmental, food safety, animal welfare and many 
other standards, thereby losing position in world competition, as these standards are not 
uniform. In order to meet the challenge created by food supply chains, the Communication 
seeks to improve the competitiveness of the agricultural sector and enhance its value share 
in the food chain. However, how this will be accomplished is left unclear.  
 

                                                 
10  European Council (2010e). 
11  Csaki and Jambor (2010). 
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Although the Communication seeks to enhance the declining competitiveness of 
European agriculture by promoting innovation, restructuring and resource-
efficiency, it is questionable as to how these proposals will be translated into specific 
measures. There are many ways of increasing agricultural competitiveness, including, inter 
alia, productivity enhancement, improved land policies, the enhancement of capital and 
financial markets and the creation of efficient farming structures, though little is written 
about these possibilities. The plan lacks concrete measures regarding the promotion of 
innovation as well as value share enhancement. The need to balance power along the 
supply chain, to increase the transparency of the sector and to strengthen contractual 
relations also remains at a high level of generality. The Communication also lacks any 
discussion of how the rules concerning competition should be adjusted – a factor stressed 
by producer organisations and cooperatives. 
 
Enhancing competitiveness has implications for trade policy. EU agriculture as a whole is 
required to compete in the world market, and trade policy basically determines the way it 
does so. In order to enhance the competitiveness of its farmers, the EU has many trade 
policy tools, from increasing import tariffs to banning imports of specific agricultural 
products coming from outside the Community, but these options are not respected by the 
WTO. Competitiveness can also be strengthened by further increasing subsidies to farmers, 
thereby reducing their already high costs of production, though this again may not be the 
best solution in the long run. Instead, the future CAP should realise that the 
competitiveness of its farmers is decided on the world market, and therefore targeted 
programmes for competitiveness enhancement are needed. 
 
Moreover, it is still unclear whether enhancing competitiveness relates to the first or the 
second pillar. Proposals seem to enhance agricultural production competitiveness in the 
first pillar and that of rural areas in the second pillar, though differences between the two 
are not obvious. In the current policy context, enhancing competitiveness pertains to the 
second pillar and it relates more to supporting agricultural production than rural 
development. There are many signs in the Communication that this situation will remain, 
but the role enhancing competitiveness will play in relation to food security in the first pillar 
mentioned in the text is in doubt.           
 
1.2.2. Consistency of proposals to meet environmental challenges  

Numerous environmental challenges facing the CAP are mentioned in the 
Communication, including, inter alia, GHG emissions and climate change, soil depletion, 
water/air quality, habitats and biodiversity. These challenges are best tackled by focusing 
on three objectives: sustainable production practices and the provision of environmental 
public goods, green growth through innovation and climate change mitigation and 
adaptation actions. However, one of the biggest problems with environmental proposals is 
that they are solely focused on the first objective (the provision of public goods), while the 
Communication fails to elaborate concrete ideas on how agriculture can foster green growth 
through innovation or mitigate climate change. 
 
Proposals on the provision of public goods seem to have been given the primary focus 
regarding the meeting of environmental challenges. Public goods, defined by the principles 
of non-rivalry and non-excludability, have recently come back onto the policy agenda, 
taking away the importance of the environmental aspects of agriculture from 
“multifunctionality”. A rich economic literature underlines the fact that securing the 
provision of public goods provides a valid reason for public intervention in a market 
economy. Although the Communication also uses this argument when elaborating its 
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proposals on the provision of public goods in the CAP, these proposals have many 
deficiencies.  
 
First, the Communication seems to focus exclusively on environmental public goods, 
though, as well-stated by the European Parliament (12), non-environmental public 
goods (e.g. rural vitality, farm and animal welfare, food security) also exist. However, no 
reference is made in the text to public goods related to social externalities; additionally, the 
Communication fails to elaborate proposals on non-environmental public goods. 
 
Second, although the Commission calls for the “enhanced provision of environmental public 
goods” via the “greening component” of direct payments, the way of accomplishing this 
remains unclear. More details on the design of the simple, contractual, annual payments 
scheme, together with its monitoring background, would be needed. Of those mentioned, 
permanent pasture, green cover, crop rotation and ecological set-aside might have the 
potential to deliver a wide range of additional environmental benefits and all can have their 
role in the delivery of environmental public goods. However, the Communication seems to 
neglect the fact that one of the biggest problems with the provision of environmental public 
goods in agriculture lies in the insufficiency of measurement methods. We cannot 
measure – aside from making educated guesses – the value of a landscape or the value of 
biodiversity, and it is unclear what kind of methods the Commission proposes for solving 
this problem. It is also questionable as to whether we have a common value for public 
goods for Europe and it is very doubtful that the same public goods policy should apply to 
Established and New Member States, still less for each and every region or farm. Moreover, 
without knowing the proper indicators and measurement methodology, the efficiency of the 
delivery of environmental public goods can hardly be evident. Questions arise as to who will 
evaluate (and on what basis) whether public money spent on the provision of public goods 
has lead to the achievement of the policy’s aims or not. Going further, if we can not 
measure the outcome, it is doubtful that taxpayers will understand exactly what they are 
paying for.         
 
Third, the provision of public goods seems to require significant institutional and 
administrative background for the management of these programmes. It is doubtful that 
these programmes can be well-administered without a measurable increase in bureaucracy. 
However, such an increase would result in cost increases and work against the “cutting the 
red tape” principle, as indicated in the Communication.  
 
Apart from this, the greening component of direct payments would be “a compulsory 
additional aid for specific "greening" public goods through simple, generalized, annual and 
non-contractual agri-environmental actions based on the supplementary costs for carrying 
out these actions” (13). However, the coherence between this compulsory new element 
and the current GAEC, Natura 2000 and cross-compliance requirements is questionable. 
It is not clear, for instance, how the NATURA 2000 payments and GAEC standards will be 
included in the greening component, or what the difference is between cross-compliance, 
the environmental requirements in the greening component and agri-environmental 
measures funded by the second pillar. It is also doubtful as to whether the “greening” 
component in the first pillar will deliver public goods more efficiently than more targeted 
schemes in the second pillar.  
 

                                                 
12  European Parliament (2010b). 
13  European Commission (2010b), p15.  
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Based on the problems mentioned above, another logical question arises as to what effect 
the “greening component” would have on the expenditure balance between the two 
pillars. Current proposals seem to have many overlaps in this regard, as agri-
environmental issues, though not mentioned by name in the main text, are to be presented 
in both pillars, contrary to the present system in which agri-environment is represented in 
the second axis of the second pillar. If a change in this situation is inferred, it is not clear 
whether this transfer of function is also accompanied by a transfer of resources from the 
second to the first pillar, which would completely contradict the logic of the path that CAP 
reforms have followed. This question concerns payments for areas with specific natural 
constraints where it is also unclear which elements of these payments, if any, will remain in 
the second pillar. It is also unclear which agri-environmental activities will stay within the 
second pillar and which will be transferred into the first pillar, and in addition, the 
implementation of such a “dual” system is also dubious. On the whole, the “greening” of 
the first pillar and existing second pillar agri-environmental instruments appear to have 
much in common, and a lack of detail means the document falls short of providing clear 
justification for the distinction. 
 
1.2.3. Consistency of proposals to meet socio-territorial challenges  

The third group of challenges is classified into the socio-territorial category, aimed at 
addressing the problems of existing territorial imbalances experienced in the vitality of rural 
areas as well as those related to the diversity of EU agriculture. All proposals take into 
account the fact that agriculture is still an important sector in the rural economy. However, 
existing territorial imbalances should be tackled by supporting rural employment, improving 
the rural economy and promoting diversification, as well as by encouraging structural 
diversity in farming systems. The implementation of new effective delivery mechanisms will 
allow these objectives to be met through the setting of quantified EU- and programme-level 
targets, tied to incentives, to achieve a more outcome-based result. This would be done in 
line with simplification and improvement of indicators in the Common Monitoring and 
Evaluation Framework (CMEF). Moreover, emphasis is to be given to more locally-led 
approaches instead of general programmes. Furthermore, the Commission stresses the 
importance of strengthened coherence between rural development policy and other EU 
policies, with a need for a common strategic framework for EU funds.  
 
However, there are suspiciously few concrete proposals regarding the future of rural 
development compared to those in the first pillar. First of all, the Communication fails to 
address exactly how it seeks to encourage and support rural employment. The main 
question here is whether the future CAP would support only agriculture-based rural 
employment opportunities, and if not, what role rural development plays in the 
enhancement of rural employment among other EU policies. The Communication is also 
short on detail regarding the promotion of diversification as it is unclear what exact 
diversification methods the future CAP seeks to support and what their budgetary relevance 
is. Another proposal of the Commission aims to improve conditions for small farms and to 
develop local markets, though a definition of small farms and their relationship with 
subsistence and semi-subsistence farms is not provided. Therefore it is questionable on 
what basis (physical measures, economic size, market participation, etc.) the future CAP 
would define ‘small farming’. Also unclear is the link between second pillar support for small 
farms and the “simple and specific support scheme for small farmers” inside the first pillar.     
 
Moreover, it appears the Communication fails to take into account the diversity of farming 
structures in the New Member States (NMS); that is, that both large and small farms exist 
in national agricultures. However, the large number of subsistence and semi-subsistence 
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farms is a special characteristic of NMS since these farms are fundamentally different from 
those which are called “small farms” in the EU15. Therefore these farms are hardly 
comparable to any segments of the EU15 farming sector and require special attention and 
policies, as small farmers are almost totally excluded from both pillars. Readying us for the 
challenges of the future requires that this situation be acknowledged within agricultural 
policy and that a differentiated policy (which does not apply the “one-size-fits-all” 
approach) be implemented.    
 
In addition, the Communication lacks details on many important issues regarding rural 
development. First, it falls short on any reference to the rural development axes and their 
potential replacement with a new set of priorities. Proposals on support for disadvantaged 
areas and possible overlaps between LFA payments and support for 'areas with specific 
natural constraints' are also unclear. Second, details on how rural development policies are 
to be evaluated are not elaborated. It is unclear how the Commission can set EU- and 
programme-level quantitative targets for the evaluation of rural development initiatives, as 
it is also uncertain whether these targets should be linked to overall priorities or to the 
different measures available. Detail on the implementation of the monitoring system, 
including specifics on proposed incentives for its evaluation, is also missing from the text. 
Third, many budgetary concerns are left open as well, including the effect of the 
reconfiguration of the two CAP Pillars on their respective budgetary allocations, the 
objective criteria used as a basis for Pillar 2 allocations, the potential to quantify the need 
for innovation and its resource-diverting effects as well as the impact of coherence between 
EU policies on the rural development budget. These issues are addressed in the second part 
of this note.   
 
1.2.4. Overall consistency between challenges and proposals 

On the whole, it is questionable how the new CAP will meet the challenges it is facing. 
Although the challenges and objectives are clearly defined, proposals to meet them remain 
at a high level of generality in many cases, raising various questions and doubts about 
implementation (Table 1). It remains unclear, inter alia, how the various objectives 
proposed will be prioritised in financial terms, how objectives relate to both pillars of the 
CAP, how the greening of the first pillar will improve efficiency and targeting and what role 
rural development will play in the future. 
 
On the basis of the reflections made above, it can be stated that the challenges and 
proposals for meeting them are only partially consistent, as the former are clearly 
specified, while the latter remain unclear in many cases. It should be clearly seen that, 
without clarifying the original proposals, further discussions on meeting the three 
challenges will be ineffective. If the defined challenges are to be met, a suitable set of 
policy instruments will be required. This requires creation of a strong and effective rural 
development policy.   
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Table 1: Challenges, objectives and proposals of the future CAP 

Challenges Objectives Proposals 

Economic 
(food security, market 
stability, food chains) 

1.  Farm income support 
and limitation of 
variability  

2.  Competitiveness and 
value share 
enhancement of 
agricultural sector 

3.  Compensation in 
areas with specific 
natural constraints 

1.  Redistribution, redesign and 
better targeting of direct 
payments 

2.  Introduction of a risk 
management toolkit (under 
the second pillar) 

3.  Streamline and simplify 
current market instruments 

4.  The promotion of innovation, 
restructuring and resource-
efficiency to enhance 
competitiveness 

5.  Balance power along the 
supply chain, increase the 
transparency of the sector 
and strengthen contractual 
relations 

Environmental 
(GHG emissions, soil 
depletion, water/air 
quality, habitats and 

biodiversity) 

1.  Sustainable 
production practices 
and the provision of 
environmental public 
goods 

2.  Green growth through 
innovation  

3.  Climate change 
mitigation and 
adaptation actions 

1.  Enhance the provision of 
public goods via the greening 
component of direct payments 

2.  Promote green growth 
through innovation 

3.  Pursue climate change 
mitigation actions 

Socio-territorial 
(vitality of rural areas, 

diversity of EU 
agriculture) 

1.  Support for rural 
employment  

2. Enhance and diversify 
the rural economy  

3.  Improve conditions 
for small farms and 
develop local markets 

1.  Support rural employment  
2.  Improve the rural economy 

and promote diversification 
3.  Allow for structural diversity 

in farming systems  

Source: Author’s composition based on EC (2010b) 
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2. THE ROLE OF RURAL DEVELOPMENT IN THE FUTURE CAP 
There is a disappointing lack of signals in the Communication regarding rural development 
which suggests that this policy instrument will play a key role in the future CAP. One could 
be led to this same conclusion in reading the first part of the Communication where the 
vast majority of proposals deal with first pillar issues. The role of the second pillar in 
contributing to environmental protection (e.g. public goods, LFA payments, etc.) is 
significantly decreased by the idea of greening the first pillar, while there is not even a 
mention of agri-environmental programmes, a cornerstone of the current rural 
development policy. Although the Communication clearly states that there should be no 
overlaps between the pillars, the text itself generates many of these. 
 
Nevertheless, the list of rural development themes has expanded, and new emphasis is 
placed on innovation and risk management, in line with the EU 2020 strategy. It 
appears that the policy will be better targeted and evaluated on the basis of an 
outcome-led approach, with quantifiable targets at EU and programme levels. Future 
budgetary allocations to rural development will be largely affected by the possible 
reallocation of the budget within pillars and Member States, probably by using 
objective criteria, as well as the potential introduction of a common strategic 
framework, creating coherence among various funds which are aimed at addressing rural 
development issues.  
 
The numerous proposals associated with the role of rural development in the future CAP 
can be usefully categorised along the lines of future priorities, evaluation issues and 
budgetary concerns. These will be analysed in detail, as well as many other related 
questions which arise which have been omitted or are just partly touched on in the 
Communication. 
 
2.1. Future priorities 

In its present form, rural development refers to a diverse range of measures, bringing 
together economic, environmental and social objectives under a common umbrella. 
According to the Communication, rural development should aim to promote 
competitiveness, enhance the sustainable management of natural resources and create a 
balanced development of rural areas in the future, echoing the aims of the current axes of 
the second pillar. However, no reference is made to rural development axes in the 
Communication which might be variously interpreted. On the one hand, this situation might 
be interpreted as a wind of change in replacing axes with a set of new priorities or 
measures. On the other hand, the lack of reference to the axes system may simply mean 
that no major changes will be made in this field, which would provide the reason for 
its absence. Although both options have strong arguments behind them, the second option 
seems more plausible for many reasons. 
 
First of all, during the Swedish Presidency, “the Commission representative highlighted that 
strengthening competitiveness, protecting the environment and creating new jobs are the 
three most important challenges we face when we talk about the future of rural 
development” (14). This view echoes the view that the current three plus one axes of rural 
development policy should be maintained in their current form. This argument was also 
strengthened during the Spanish Presidency, when it was concluded that “the main 
challenges which will have to be addressed in rural development in the future CAP are 

                                                 
14 European Council (2010e), p35. 
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enhancing competitiveness, protecting the environment and creating new jobs” (15). This is 
also in line with the EU 2020 strategy, as indicated at the Informal Meeting of Agricultural 
Ministers in Mérida during the Spanish Presidency. This is also in accordance with plans 
expressed in the Budget reform, which states that “rural development should aim at 
fostering a competitive agricultural sector and innovation in areas like production processes 
and technological progress; economic diversification in rural areas; preserving the 
environment and natural resources; addressing climate change, both mitigation and 
adaptation; helping water management and resource efficiency; and offering specific 
support to the most disadvantaged in the rural economy – including those facing issues 
such as desertification” (16).     
 
In general, rural development should contribute to the overall priorities set in Europe 2020 
by aiming to foster smart, sustainable and inclusive growth. First, rural development 
appears to promote smart growth via the support of innovation and skills as well as the 
provision of incentives for social innovation. Second, rural development would seem to 
contribute to sustainable growth by increasing resource efficiency to maintain production 
and providing environmental public goods, enhancing climate change mitigation actions as 
well as ensuring sustainable land management. Third, inclusive growth might be effected 
by rural development through unlocking local potential, diversifying rural economies and 
creating jobs as well as opening up opportunities to accompany agricultural restructuring.   
 
However, it is highly recommended that concrete measures are attached to the axes so 
that success in achieving aims by axes can be evaluated. No reference to such measures 
has already been made, nor do we know the priorities among axes. As the setting of 
priorities in the second pillar is currently the responsibility of the individual Member States 
to a certain extent (and as no reference to changing this system has been made), we can 
assume that this would remain unchanged.  
 
Given the proposals for restructuring programmes between the two pillars, current 
priorities in rural development might be reassessed in line with the problems experienced in 
rural areas. In allocating the vast majority of resources to the first two axes, problems 
touched upon in the third axis, which are more about the essence of rural development, 
can not be properly tackled. Although many measures in the first two axes also have a 
number of second order effects (enhancing local agricultural employment, tourism, etc.), 
they are not well-targeted towards improving the standard of living of rural people. It is 
disappointing, for instance, that one of the most pressing issues in rural areas, 
namely rural poverty, is not even mentioned in the text of the Communication. This 
problem is to be tackled with targeted measures for enhancing local employment, which 
should aim to decrease the urban/rural income gap which has been growing continuously in 
many areas. Improving the standard of living by creating jobs or enhancing diversification 
in rural areas should be the key priorities for rural development, with both aimed at 
providing a better standard of living through increased incomes. Policies focusing on 
enhancing agricultural competitiveness and the provision of public goods, both linked to 
farming, should be addressed under the first pillar of the CAP.  
 
Though priorities seem to remain, specific measures appear to move to the “greened” first 
pillar, as the example of LFA payments suggests. Support for Less Favoured Areas (LFA) is 
currently an essential component of the second pillar, as over half of the utilised 
agricultural area has been classified by the Member States as being less-favoured (17). 
                                                 
15  European Council (2010e), p29. 
16  European Commission (2010d), p11. 
17  European Parliament (2010a). 
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The current system of rural development, under the second axis, permits Member States to 
make “natural handicap payments in mountain areas and payments in other areas with 
handicaps”. These should contribute to maintaining countryside and sustainable farming 
systems. Accordingly, each Member State has designated its own LFA area, a process 
criticised by the European Court of Auditors which states that the large number of different 
criteria serving as a basis for the designation of such areas can lead to 'disparities in 
treatment'. Moreover, the Court stressed the fact that only a small proportion of farms in 
these areas receive compensatory payments and that the level of these payments vary 
significantly between the Member States, so the risk of “overcompensation” exists (18).  
 
It is clearly stated in the Communication that the future CAP should “compensate for 
production difficulties in areas with specific natural constraints because such regions are at 
increased risk of land abandonment” (19). According to the original proposal, this would be 
done by providing an additional area-based payment within direct payments to all farmers 
in such areas as a complement to the support given under the second pillar. Consequently, 
it seems that there will be payments to Less Favoured Areas (LFA) as well as other 
areas with specific natural constraints both in Pillar 1 and Pillar 2.  
 
Possible overlaps can be avoided by stressing that first pillar payments address the 
handicap of zones from a food production aspect, while the second pillar would address 
environment aspects. In order to achieve this separation, the maintenance of some 
principles is of utmost importance. On the one hand, first pillar natural constraints 
payments must not be subject to additional specific conditions beyond cross-compliance 
requirements, in contrast to LFA payments from the second pillar. This process should also 
follow the principle that first pillar compensatory payments are linked to the active farming 
of the land, thereby responding to the economic challenge of food security, planned to be 
met by the first pillar. On the other hand, second pillar payments for handicapped areas 
should stress the environmental and social benefits of maintaining the cultivation of 
agricultural land, such as cultivated landscapes, biodiversity preservation or rural 
employment retention due to the maintenance of land management. Second pillar 
payments for handicapped areas would therefore serve as a basis for providing high value 
public goods not well evaluated by the market. 
 
However, the success of all these arguments depends on the exact definition of “areas 
with specific natural constraints”. This definition will basically determine which areas would 
be considered “handicapped”, thereby fixing the number of these areas by Member States. 
The mapping of areas with natural handicaps can be done on the basis of the eight 
traditional biophysical Community criteria together with socio-economic criteria such as 
distance from markets or depopulation, so that the definition of “handicapped” areas can be 
tailored to the national and regional situation in each country.  
 
The question regarding the exact amount of support for such areas and their relation to LFA 
payments also emerges here. The new scheme could lead to a transfer of aid from some 
areas to others, but those areas losing the status of 'area with natural handicaps' should be 
granted a sufficient transitional period to adapt to the new situation. Farmers currently 
receiving LFA payments may (1) fail to do so in the future if their areas are not considered 
to have “natural constraints” or (2) might receive reduced LFA payments if the overall 
budget moves towards the first pillar.  
 

                                                 
18  European Court of Auditors (2003). 
19  European Commission (2010b), p8. 
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2.2. Evaluation of rural development policies 

Currently, the EU is spending €77.66 billion in the 2007-2013 period for Rural Development 
Programmes (RDPs) without knowing the efficacy and efficiency of its payments and 
associated policies (20). Therefore, there is growing pressure for an evidence-based 
rationale for public investment in rural areas in the future CAP.  
 
For the evaluation of the EU rural development policy in 2007-2013, the European 
Commission has designed a Common Monitoring and Evaluation Framework (CMEF), 
employing a hierarchy of indicators together with combined evaluation questions (CEQs) to 
assess the effectiveness of RDPs. In the current system, Member States are responsible for 
RDP evaluations and these are undertaken by independent external evaluators selected by 
managing authorities (approved by the Commission in each Member State) to provide 
results for the synthesis report carried out by the Commission. Moreover, evaluations 
should be made on an ongoing basis, meaning that ex ante, mid-term and ex post 
evaluations are to be carried out and reports have to be published so that all stakeholders 
can learn from them (21). 
 
However, several critiques emerge regarding the implementation of the evaluation system 
presented above. The most common ones, inter alia, are the choice of proper indicators, 
selection of baseline values, the identification of policy goals and the ineffectiveness of 
measuring causality and timing, among which the latter two are of utmost importance in 
the EU. One the one hand, this evaluation provides no solution to questions of causality in 
the EU, as current indicators emphasize what has happened but fail to address the issue of 
how and why it has (or has not) happened (22). On the other hand, timing is a serious 
concern as the planning and evaluation of a new programme has to take place before the 
results of previous ones are published, resulting in a continuous lag between evaluation and 
policy design.  
 
These issues are not addressed in the Communication, as reference is only given to the 
simplification and improvement of the CMEF system. However, this might not be sufficient, 
as several other problems emerge regarding the evaluation of EU rural development policy. 
Many critiques, for instance, stress that indicators are not comparable among Member 
States, as their RDPs differ considerably. These concerns call for a revised system of 
evaluation in the future CAP. What is more, evaluation reports differ in scope and quality 
between and within Member States, as no European evaluation standard exists for them. 
These reports mainly fulfil the simple need for synthesis report compilation, and are 
referred to by many as “box-ticking” exercises; these evaluations and reports have limited 
impact on future policy formation and lack the interest of the wider public (23). 
 
It is clear that the future CAP should assess the policy outcomes against clear and 
measurable objectives in order to improve policy performance by incorporating lessons 
learned into the formation of the policy. The evaluation of rural development policies should 
not simply be a box-ticking exercise that has to be completed, but should go beyond that 
and measure the impacts of a policy tool. Evaluation should run parallel with policymaking 
so that results and lessons learned can be incorporated into future policies. Effective rural 
development policy requires a framework which includes transparent goals, specific 

                                                 
20  Bergschmidt (2009). 
21  Bradley et al. (2010). 
22  Terluin and Roza (2010). 
23  Bergschmidt (2009). 
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objectives and rigorous evaluation to justify sound policy (24). In the economics literature, 
there has traditionally been a strong emphasis on economic growth, while modern 
development economists also consider environmental and social issues to be equally 
important. Though incorporating various dimensions will cause the whole evaluation to 
become even more complex, the decision as to what growth to measure will 
fundamentally determine the targets defined for the evaluation. It seems that the 
Commission is faced with the same problem it stated in the Communication: “setting 
quantified targets at EU and then at programme level, possibly coupled with incentives to 
be studied, such as for example performance reserve” (25) are needed to make a shift 
towards a more outcome-based evaluation. Although the Communication remains silent on 
how to accomplish this, possible implementation mechanisms are worth considering. 
 
First of all, it is clear that a duality of quantitative targets should be set for the 
evaluation of rural development initiatives, addressing both EU and programme levels. 
Consequently, EU-level targets should be valid for all regions across Europe, despite the 
well known fact that there is no unique model for managing rural development as different 
regions have diverse characteristics. This contradiction can only be solved if EU-level 
targets are linked to one or more overall European priorities valid for all European areas. 
However, this process is hard to implement as priorities defined are usually rather broad 
and devoid of specific indicators (26). In terms of sustainability, economic, environmental 
and social issues are to be addressed, though it is hard to choose a concrete indicator 
which best represents each category. Even if one chooses the economic category on the 
basis of the fact that the economic viability of rural communities is the major focus of rural 
development in many countries, it is hard to choose a concrete indicator which measures 
economic viability and declare it the most important from among them. It is not clear, for 
instance, whether high poverty rates and low income levels are indicators of failure in RDP 
or if they are simply an outcome of a massive in-migration process. In economic terms, 
rural population change or net migration is the indicator suggested that best 
reflects the wellbeing of rural communities (27). However, it is questionable as to 
whether other indicators can be found for the environmental or social priorities concerned. 
 
As to targets for the programme level, a totally different approach is needed. As Member 
States have the right to put their own emphasis on particular second pillar objectives to a 
certain extent, the wide range of diversity of rural policies aimed at addressing the regional 
or local characteristics of rural areas make it impossible to evaluate the efficacy and 
effectiveness of these policies at the EU level. Therefore, programme-level targets 
should focus on place appropriateness and be linked to the different measures 
available. Existing rural development instruments which evolved around the traditional axes 
can be well measured locally and should support entrepreneurship, provide infrastructure 
or facilitate access to markets and information in a way that is place appropriate (28). 
 
Irrespective of their levels, it is crucial that targets should be absolutely clear and be 
connected to outcomes so that we can measure the “success” of policies. However, with 
traditionally broad priorities and objectives as well as unclear outcomes, rural development 
policies seem quite hard to evaluate.      
 

                                                 
24  Midmore et al. (2010). 
25  European Commission (2010b) p12. 
26  Wakeford (2010).  
27  Midmore et al. (2010). 
28  Midmore et al. (2010). 
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Supposing that the targets are set, the indicator-based monitoring system should start to 
work in practice, measuring the effectiveness and efficiency of public programmes in 
meeting their goals. In principle, monitoring should be implemented at two levels, in line 
with the duality of targets defined.  
 
Based on the proposals discussed above, the future monitoring and evaluation of RDPs 
should be twofold, containing aggregate measures of impact assessment (a macro 
approach) and more disaggregated information (a micro approach). On the one 
hand, current macro-level indicators which measure the efficacy of RDPs have to be 
maintained, though a systematic change in the current list of indicators is needed to better 
address the new targets set at EU and programme levels. On the other hand, a micro-level 
evaluation is to be developed, addressing the question of causality (questions on why and 
how things have happened) through employing case studies. The proposal to conduct 
monitoring for the whole EU territory and evaluate a restricted number of case study 
regions is in line with the duality of targets discussed above, as it should be clearly seen 
that both evaluation approaches are needed to capture impacts at different policy levels.  
 
This proposal can be achieved with some moderate changes in the current system of 
evaluation (CMEF). First, some indicators should be changed in order to better address 
the new targets set for both levels while maintaining the current continuous progress (ex 
ante, mid-term and ex-post) of monitoring. Second, case study regions in each Member 
State should be delineated in order that qualitative evaluations can be made as to whether 
the objectives of the RDPs have been achieved. In the case study analysis, the current set 
of indicators should be replaced by location-specific ones together with the replacement of 
CEQs with questions addressing causality, with both tailored to the characteristics of the 
local rural economy (29). Third, the introduction of a “follow-up” mechanism in a 
documentary form is also advised, comprising three elements: a section for the 
recommendations of the evaluators, one for the responses of the managing authority and 
one for a one-year follow-up. This system would not only stimulate feedback from policy to 
evaluation results but would force evaluators to present their recommendations concisely, 
giving the managing authority room to react to them officially (30). This would help policy 
makers take the recommendations into account when formulating future objectives. Fourth, 
adequate quality control measures are necessary to improve the overall quality of RDP 
evaluation, which can be done by having judgements made on the evaluations provided by 
Member States. Such a system is essential in solving problems related to the poor quality 
of the evaluations. Fifth, the evaluation unit at the Commission, currently understaffed, 
should be given enough resources to carry out the work needed as the present unit is 
unable to cope with the large number of evaluations in time (31).           
 
By connecting the level of targets and the implementation process, one gets a simple 
matrix that shows the proposed logic of the future evaluation of rural development policies 
(Table 2). 
 
 

                                                 
29  Terluin and Roza (2010). 
30  Bergschmidt (2009). 
31  Bergschmidt (2009). 
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Table 2: The future RDP evaluation system 

  EU level Programme level 

Macro 
approach 

Quantitative 
evaluation of 

achieving EU-level 
targets 

Quantitative 
evaluation of 

achieving 
programme-level 

targets 

Micro 
approach 

Qualitative 
evaluation of 

achieving EU-level 
targets 

Qualitative 
evaluation of 

achieving 
programme-level 

targets 
Source: Author’s composition 

 
Evaluation might help in reaching quantified targets through the designation of 
incentives, such as the so-called performance reserve, to identify successful 
programmes. The original idea is strongly linked to the mid-term evaluation by combining 
its results with an incentive to manage successful programmes, as was discussed in depth 
by the Commission several years ago (32). The system could be implemented via a number 
of steps aimed at identifying outstanding performance. First, a number of criteria have to 
be defined with which the performance of a programme is measured, possibly including 
indicators on effectiveness, management and finance. Second, as part of the mid-term 
evaluation of the implementation of a specific programme, the assessment of the 
predefined indicators will make it possible to measure the state of progress in terms of 
outputs and outcomes. Third, the identification of successful programmes might follow 
these assessments, provided that a certain level of success is achieved along all the 
predefined indicators. Qualitative measures might also be useful in the process of 
evaluation, identifying the determinants of success stories and generating best practice 
examples and lessons learned from the specific programmes considered successful. Fourth, 
the performance reserve would be allocated to successful programmes, providing an 
additional percentage of their initial budgetary appropriation, thereby serving as an 
incentive to others to manage successful programmes.      
 
On the whole, it is both possible and important to learn from the evaluation of rural 
development policies as evaluation has the potential to play a key role in the rural 
development policy process. Therefore, evaluation, monitoring and programming should be 
coherent actions in the future CAP.  
 
2.3. Budgetary concerns 

At a cost of around €57 billion in 2010, the CAP is still the largest item of expenditure in the 
EU Budget, though its share has been falling steadily in recent years. According to the EU 
Budget Review, this trend seems to be continuing, but agriculture still represents a major 
public investment. Without knowing spending priorities or the size of the overall budget, it 
seems that the CAP budget will be cut in the future. Consequently, this would result in 
a restructuring of resources inside the CAP in line with the new priorities. The Commission 
is well aware of this situation, as “constraints of limited budgetary resources” are 
mentioned in the CAP Communication (33). It appears that a more efficient use of 
budgetary resources will be needed in all areas, including rural development, though many 
                                                 
32  European Commission (1999). 
33  European Commission (2010b) p4. 
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questions emerge in the absence of details (such as EU spending priorities, the size of the 
budget, or the share each policy will receive). 
 
Primarily, it appears that the reconfiguration of the two pillars will affect their 
respective budgetary allocations, thereby changing the balance of expenditure between 
the pillars and their associated funds (EAGF and EAFRD). As it is proposed that several 
second pillar instruments be moved to the first pillar, this would logically be followed by a 
reorientation of financial resources towards the first pillar. If the overall CAP Budget is to be 
cut and a clear priority given to first pillar instruments, it is certain that the second pillar’s 
share, in budgetary terms, will decrease.  
 
However, this would certainly not mean the deprecation of rural development 
goals inside the future CAP. Contrary to the original idea of modulation, in which the 
Commission intended to shift money from the first to the second pillar, it is proposed that 
various payment objectives in the Communication be moved from the second pillar to the 
first, which would actually result in the enlargement of the budget for traditional rural 
development objectives. If we consider that the first pillar of the future CAP seems to be 
“greened”, and that several agri-environmental instruments, including the provision of 
public goods and LFA payments, appear to be fully or partly moved to the first pillar, this 
would result in the reallocation of a major part of the current second axis of the second 
pillar towards the first pillar. Consequently, a significant part of the agri-environmental 
measures would be managed by the first pillar, assuming very considerable sums are 
reallocated to provide environmental public goods in Europe (34).  
 
However, first pillar priorities, including the amounts allocated to each and every 
component of direct payments, remain unclear. This share within the components of direct 
payments will definitely determine the final model of the future CAP and the associated 
budget allocations between the pillars. The extent of the reform will certainly be 
determined by setting priorities inside the first pillar; that is, choosing whether the basic 
income component or the enhancement of the provision of public goods would 
predominate. This crucial decision will also affect broad policy options defined in the 
Communication if the basic income component is given priority (when Option 2 would 
become closer to Option 1) while if the public goods component is given the green light, 
Option 2 can be easily converted to Option 3.   
 
However, besides possible changes in budgetary allocations between pillars, the same 
question is valid for reallocations by Member States if the CAP support is to be made 
more “equitable and balanced”, as declared by the Communication. There is a strong need 
for reallocation for many reasons. First, current redistribution is highly uneven and based 
on historical rights amongst Member States, stressing the need for a more transparent 
system of resource allocation throughout Europe. Second, the current budget distribution 
was an outcome of the EU enlargement process and created an Old/New Member State 
division, to be abolished in the future. Third, current patterns of national envelopes are 
based on past payments, which are hard to justify under continuously changing market 
circumstances. Therefore the logical issue of selecting objective criteria as a basis for future 
budgetary allocations instead of past habits emerges, mainly at the demand of European 
taxpayers.  
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Neither the method nor the exact amount of such redistribution is outlined though. On the 
one hand, given the currently significant share of direct payments within the CAP, first 
pillar reallocations will presumably be surrounded in the heaviest debate, strengthened by 
the rule-out of the single EU flat rate option. On the other hand, regarding the distribution 
of rural development support among Member States, “the use of objective criteria should 
be considered, while limiting significant disruption from the current system” (35). Limiting 
significant disruption suggests that the use of national envelopes in financing different aid 
components in the second pillar, as well as the right to determine national distributional 
priorities inside rural development should remain, with possible minor modifications. 
Moreover, it seems that the co-financing principle is confirmed within the second pillar, 
though it remains unclear whether it will be included in the first pillar as well, which would 
lead to the significant rewriting of budgetary allocations by Member States. However, until 
the final list of rural development tools and their role in EU- and programme-level targeting 
becomes visible, the issue of redistributing the second pillar budget by Member States 
remains at a highly general level.  
 
Though mentioned in the text of the Communication, it is left unclear which objective 
criteria should be used to provide the basis for future second pillar allocations. Although 
there is a clear need for more objective, understandable criteria in the distribution 
of second pillar payments among Member States, finding these will be difficult and will 
result in redistribution not only among Member States, but also among sectors in certain 
countries. It is quite possible that the decision regarding objective criteria will be followed 
by the introduction of a transition period, during which a reduced portion of the subsidies 
will still be based on past entitlements, allowing Member States with a falling share of 
subsidies to avoid hardship due to the new distributional criteria.  
 
However, based on the future priorities of the CAP, some indicators might serve as 
objective criteria for future rural development fund allocations by Member States. On the 
basis of the fact that such criteria should be clear and easily applicable, a number of 
indicators, linked to quantifiable targets, are advisable. As far as enhancing 
competitiveness is concerned, the criterion of agricultural area (total or utilised) might be 
a good choice for a number of reasons, as it: (1) can be easily administered and measured; 
(2) reflects the importance of agricultural activity; (3) echoes equality across Europe; and 
(4) amply outlines food security potential. As for environmental protection, NATURA 2000 
area designation might be considered an optimal criterion as: (1) it is clearly designated 
and properly administered; (2) it reflects the biological diversity of an area; and, (3) 
potential efforts by Member States to increase these areas in order to obtain more funding 
will result in the desirable growth of environmentally protected areas in Europe. As far as 
new job creation is concerned, the criterion of GDP/capita appears suitable. This indicator 
(1) has traditionally been used for determining the wealth of a nation or a region, (2) can 
be measured by established methods, and (3) helps those areas with the lowest incomes to 
receive the highest support, thereby reflecting solidarity.  
 
Regarding the future of rural development policies, a new emphasis is placed on innovation, 
a key concern in reaching the smart growth priority of the Europe 2020 strategy. Basically, 
as the text of the communication makes apparent, rural development policy aims to 
contribute to this overall strategy in two ways: by enhancing competitiveness through 
technological knowledge and innovation and fostering green growth through innovation.  
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While the emphasis on innovation is laudable, it remains unclear how this new theme will 
be translated into specific reforms. Despite this, one might recognise that innovation never 
appears as a goal, but as a tool for realizing the primary goal. In this regard we can 
assume that innovation would not divert any resources from the existing rural 
development objectives, as it seems to be a tool for reaching these objectives.  
 
Moreover, the Communication states that it is essential to strengthen the “coherence 
between rural development policy and other EU policies, while also simplifying and cutting 
red tape where possible. To this end, a common strategic framework for EU funds may be 
envisaged” (36). The EU Budget Review also calls for a better synergy between rural 
development and other EU policies, in line with Europe 2020. The common strategic 
framework, as indicated in the EU Budget Review, would replace the currently separate 
strategic guidelines for policies and would ensure better coordination between them. It 
would actually cover the Cohesion Fund, the European Regional Development Fund (ERDF), 
the European Social Fund (ESF) and the European Agricultural Fund for Rural Development 
(EAFRD) by identifying linkages and coordination mechanisms with other EU instruments 
such as programmes for research, innovation, lifelong learning, and networks. If this vision 
of the Commission were implemented, it would have far reaching impacts on the whole 
system of rural development.  
 
Rural development, in its broadest sense, can be characterised as a process to enhance the 
quality of life of rural residents and the economic performance of rural areas. As these aims 
are currently managed by many EU funds, possible overlaps might occur, and therefore 
there have been many arguments regarding the re-examination of the relationship 
between these policies and the associated funds. However, no agreement has been 
reached on how to re-examine this relationship. Some stakeholders propose shifting the 
second pillar closer towards cohesion policy, transforming it into a more balanced policy for 
rural areas, while others argue that non-agricultural activities in the rural economy should 
no longer be covered by the CAP. WWF goes even further, for instance, proposing that 
current Axes 1 and 3 should be totally covered by the Cohesion Fund (37). The Barca Report 
calls for a “strategic place based territorial framework” for Cohesion Policy with rural 
development actions brought under the umbrella of Cohesion Policy (38).  
 
The main question here is the place of rural development within the EU policy 
framework. Arguments regarding this issue can be grouped into two categories: those in 
favour of the CAP retaining a rural development function and those in favour of the 
Cohesion policy playing a greater role in rural development. On the one hand, the CAP has 
recently expanded its traditional agricultural focus to a broader array of rural actors via 
Axis 3 and 4, though many measures of the other axes also have a number of second order 
effects (enhancing local agricultural employment, tourism, etc.), retaining people in rural 
areas. This process strengthens the retention of rural development policy inside the CAP 
together with the fear that cohesion policy would be more likely to focus on urban centres 
rather than rural areas. Transferring selected second pillar measures to the Cohesion Policy 
would possibly be followed by a reallocation of EU funding which may have detrimental 
effects on rural development policies. This would basically change the policy architecture by 
changing redistribution among regions, economic sectors, and what is more, among 
Member States. Those Members which have great traditions of supporting rural areas may 
continue doing so from their own budgets, while those lagging behind might find 
themselves in a situation which is hard to tackle.     
                                                 
36  European Commission (2010b) p11. 
37  IEEP (2009) 
38  Barca (2009) 
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On the other hand, there are also strong grounds for arguing that rural development should 
be reallocated into Cohesion Funds. While debate on the future CAP is already under way, 
discussions have also started on the future of the Cohesion Policy. Through these inter-
linked debates, it seems that DG Regio considers itself well equipped to manage rural 
development (39). One of the strongest arguments, put forth by DG Regio, is that such a 
shift would bring increased coherence in rural development at the EU level. Coordination of 
the various EU Funds seems to cause difficulties for many Member States concerning their 
management, thereby causing the lack of synergies and a number of overlaps between 
them. Given the text of the Communication, this latter option would not only mean the 
removal of Axes 3 and 4 from rural development policy, but a part of Axis 2 as well, 
significantly downgrading the role of the second pillar.      
 
In spite of the wide range of ideas, it seems that nothing important will change in this 
regard, given the agreement on the Informal Meeting of Agricultural Ministers in Hulpe 
during the Belgian Presidency, where it was stated that “there is a general view that the 
two pillars of the CAP should be maintained and that the rural development fund should not 
be merged with the cohesion funds” (40). 
 
It seems that both agricultural and cohesion policies have strong links to rural 
development. Many people in rural areas are seeking an overall improvement in living 
conditions, which, to some extent, can be targeted with agricultural policies, while regional 
or social policies can also be used to this end. Therefore, it is advisable to integrate all rural 
development policies under a common umbrella by establishing a new fund containing the 
rural development elements of all associated EU policies. This would decrease overlaps and 
increase the efficiency as well as the focus of rural development measures. Currently, rural-
related policies are pursued with different instruments, managed by different ministries and 
institutions and have never been integrated under the rural label. The new approach and 
the associated new fund would support more integrated and better coordinated treatment 
of all rural-related policies. 
 
On the whole, several issues regarding the CAP Budget have been discussed. It is clear that 
the Communication remains at a high level of generality regarding the budgetary provisions 
of the future CAP. However, the Commission must present its proposals for the next 
multiannual financial framework before 1 July 2011, which will hopefully contain more 
details on the most pressing issues of resource allocation.  
 

                                                 
39  IEEP (2009). 
40  European Council (2010g) p5. 



Policy Department B: Structural and Cohesion Policies 
____________________________________________________________________________________________ 

PE 438.625 28 



Rural Development in the CAP post 2013 
____________________________________________________________________________________________ 

PE 438.625 29 

CONCLUSIONS 
 
Considering the numerous uncertainties discussed above, it is too early to define the 
final role of rural development in the CAP after 2013. However, the note has led to a 
broad range of conclusions, which can be summarized as follows: 
 
1.  The role of rural development in the future CAP will be determined by several 

institutional factors, including the EU 2020 strategy, the EU Budget Review, the 
positions already expressed by the Council and the Parliament, the end of the 
transitional period of the CAP for the newest Member States, possible future accessions, 
a possible new agricultural agreement under the WTO Doha Round and a new protocol 
on climate change, replacing the Kyoto Protocol. 

 
2.  The Communication remains at a high level of generality in most cases, though the 

“greening” of the first pillar seems to be one of the greatest innovations in the history of 
the CAP. At the same time, the role of rural development appears to be 
downgraded in the second pillar with the moving of several of its existing 
instruments to the first pillar. The list of rural development themes has expanded and 
new emphasis is given to innovation and risk management, in line with the EU 2020 
strategy. These new themes seem to strengthen the current priorities of rural 
development, serving as tools to reach the predefined aims.   

 
3.  Objectives of the future CAP are likely to be more specific and are closely related 

to the economic, environmental and social challenges facing EU agriculture. However, 
challenges and proposals to meet them are only partially consistent as the former are 
clearly specified, while the latter remain unclear in many cases. If challenges defined 
are to be met, a suitable set of policy instruments will be required, including a strong 
and effective rural development policy.   

   
4.  Rural development should aim to promote competitiveness, enhance the sustainable 

management of natural resources and create balanced development of rural areas in 
the future, echoing aims of the current axes of the second pillar. Although no reference 
is made to rural development axes in the Communication, no major changes 
regarding future priorities are expected. However, the alleviation of significant 
rural poverty should be a future priority, and be aimed at decreasing the urban/rural 
income gap which has continuously grown in many areas.  

 
5.  Effective rural development policy requires a framework which includes transparent 

goals, specific objectives, better targets and rigorous evaluation to justify sound policy 
in the future. Therefore, quantifiable EU- and programme-level targets 
supporting an outcome-based approach in the field of rural development should be 
defined and properly evaluated. 

 
6.  The current evaluation of rural development programmes should be changed according 

to the new outcome-oriented approach. Macro- and micro-level evaluations are 
advisable so as to obtain a full picture regarding the results of various policy 
instruments. Future success stories might be honoured by gearing incentives, such as 
the performance reserve, to specific programmes. 
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7.  It seems that the CAP budget will be cut in the future, resulting in a 
restructuring of resources within the CAP in line with the new priorities. Rural 
development should be a major part of the CAP with proper budget allocations. 

 
8.  It appears that the reconfiguration of the two pillars will affect their respective 

budgetary allocations, thereby changing the balance of expenditure between the 
pillars and their associated funds. Reallocation of rural development resources by 
Member States are highly needed, possibly through the use of objective criteria. Such 
criteria should be clear and easily applicable and should be connected to priorities. The 
indicators of ‘agricultural areas’, ‘NATURA 2000 area’ and ‘GDP/capita’ might serve as 
initial proposals to be considered. 

 
9.  Proposals on creating coherence between rural development policy and other EU policies 

are of utmost importance. The integration of all rural development policies under a 
common umbrella is needed - a new fund containing the rural development elements of 
all associated EU policies should be established. A new approach and the associated 
new fund would ensure integrated and better coordinated treatment of all rural-related 
policies.   

 
10. The current CAP is designed and based around the conditions of EU-15 countries. The 

experience of the first five years of the NMS indicate that even with possible 
modifications, this system is not completely appropriate, given the varied conditions of 
these countries. The future CAP should recognise the diversity of EU agriculture and 
implement a differentiated policy which does not apply the “one-size-fits-all” approach.   
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