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The reform of the structural policy for the period 2007-2013 brought with it changes to 
funding arrangements and the basis for the allocation of assistance under this policy.

One important change was the creation of a new European Agricultural Fund for Rural 
Development (EAFRD) linked to the common agricultural policy (CAP).

Whereas the 2000-2006 Financial Perspective tied rural development funding in with the 
Structural Funds and cohesion policy, separating it from CAP funding, under the new 2007-
2013 financial framework, the EAFRD forms part of the allocations linked to the CAP and 
has consequently been disconnected from cohesion policy.

The aim of legislators in separating the EAFRD from the other Structural Funds and linking it 
to the CAP was to facilitate the use of this type of funding and to make it easier to adopt an 
integrated approach in rural areas.

Key to the success of these changes, however, was adequate coordination of assistance under 
the various funds, in particular the European Fund for Regional Development (ERDF), the 
Cohesion Fund (CF) and the European Social Fund (ESF), and their complementarity.

Following the introduction of these changes, the question arises as to whether this separation
has actually led to more effective use of the financing available.

Linking the common agricultural policy to rural development funding represents a
simplification of budgetary arrangements in appearance only. In reality, it means the 
separation of non-agricultural funding from the scope of cohesion policy and a broader
regional development perspective and, as a result, either the duplication of some 
objectives (e.g. environmental protection and education) or their omission in both areas.

There is a risk, therefore, that, in view of existing budgetary limitations, funding available 
under the ERDF will be used to a large extent to boost economic competitiveness in larger 
urban centres or the most dynamic regions, while EAFRD financing will be focused on 
improving agricultural competitiveness.

In this situation, spending on support for non-agricultural activities and the development of 
SMEs in rural areas would fall between both funds and not be covered by either of them.

There could also be a shortage of funding to ensure basic public services and investment in 
infrastructure in rural areas, to which the Cohesion Fund is also meant to contribute.

In this context, it is becoming particularly important to come up with a transparent, long-term 
rural development strategy at national and regional level, in order to be able to identify clearly
rural development priorities and objectives and adapt to them the various sources of funding 
available.

Linking the second pillar to cohesion policy measures would, however, require the close 
coordination of activities at national level.

Furthermore, additional factors affecting development and the means of financing rural 
development need to be examined.
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1. What constitutes a rural area has yet to be defined with any precision. This means that 
when speaking about rural development, it is essential to think about how rural areas can 
be defined in terms of their characteristics and development objectives. 

Traditionally, rural areas could be differentiated from urban areas through their lower 
population density, different employment structure, lower level of income and worse 
access to public goods. From the point of view of territorial cohesion, lower population 
density should not be the decisive characteristic.

One of the Union’s development aims is to modernise social structures, including 
employment structures. It is possible to increase territorial cohesion, therefore, by 
aligning employment structures in rural and urban areas. Level of income and access 
to public goods therefore remain the biggest challenges for territorial cohesion and 
they can be most effectively improved through support for non-agricultural 
activities in rural communities. Rural development measures should not, however, 
drain resources intended for direct payments to farmers.

2. Substantial changes to the European Union’s common agricultural policy should be 
expected in the next few years. The first opportunity to make changes could be the 
CAP Health Check. In previous disputes about the structure of the CAP, the view has 
dominated that this funding is strengthening the diversification of the EU's economy 
while failing to boost its competitiveness. Under the Union’s present financial policy, this 
view is partially justified, but it really depends on how Union funding is spent. 
Rural development policy objectives in particular need not be contrary to the Lisbon 
goals provided this development is based on the application of the relative 
competitiveness mechanism (better cost-effectiveness), in particular in local food 
processing and the development of infrastructure and services, such as tourism, 
education and environmental protection.

3. With regard to the EAFRD, the following priorities were identified for the period 
2007-2013: 1. Improving the competitiveness of the agricultural and forestry sectors.
2. Improving the environment and countryside. 3. Improving the quality of life in rural 
areas and encouraging diversification. 4. Building local capacity for employment and 
diversification (LEADER). There is the problem, however, of whether the second 
pillar of the CAP should remain a ‘politically correct’ mechanism for indirect 
agricultural support. Should funding also be directed at rural beneficiaries 
outside the agriculture sector and beneficiaries who, while remaining in rural 
areas, will move from agriculture to other occupational sectors? Would keeping 
rural development within the scope of the CAP not mean depriving farmers of 
previous methods of Union funding?

4. One of the main sources of dispute in the CAP debate will be the level of direct 
payments for agriculture (first pillar) and the level of national co-financing in view of
efforts to preserve the Community nature of the CAP. The Commission’s proposal to 
reduce direct payments for large farms and to strengthen the second pillar of the 
CAP, i.e. rural development, by increasing the rate of modulation should be considered.



PE407.841v01-00 4/4 DT\728007EN.doc

EN

5. The difficulties in implementing rural development policy are the result of the separation 
of sectoral policies from territorial cohesion policy and the separation of the economic and 
social aspects of both policies. This explains the visible emphasis thus far on the 
division of responsibilities rather than the coordination of activities. The aim of 
coordination should, however, be precisely to ensure a combined approach in the use 
of funding. In the individual Member States, several models exist for the coordination of 
activities related to the allocation of funding for rural development measures. It is difficult 
claim that a particular country's solution could serve as a model for other countries. It 
appears that political will could be more decisive in terms of ensuring success than this or 
that organisational arrangement. 
A suitable solution could therefore be to apply the open method of coordination to 
this aspect of cooperation at Union level. 

However, it should be made clear that rural development policy has a huge influence on 
territorial cohesion. For this reason, it does not seem justifiable to separate rural development 
measures from cohesion and regional development policy. This policy is better able than the 
CAP to assist with non-agricultural aspects of rural development, such as retraining people for 
work in more productive areas of the economy. 
Nevertheless, including rural development policy within cohesion and regional development 
policy is only possible on the condition that rural development receives adequate funding and 
that this funding is used in line with the priorities set out for rural areas. 
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