RURAL DEVELOPMENT POLICY
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European Rural Development policy is a living policy, born of political decision-making processes and of its implementation on the ground. The political and legal texts surrounding it reflect what can be done and what should be done rather than a detailed exposition of what it is. This reflects as well the diversity of approaches across the European Union.
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The term “rural area”, at least in the political discussion in Europe, covers a multiplicity of landscapes, activities andfunctions. There are natural and cultural landscapes, parks and wilderness, villages, market towns, small and medium sized regional development centres and commercial sites, mixed with highly varied agricultural areas and forests, ranging from intensive mono-culture to very extensive traditional pasture systems.

Yet, our understanding of rural areas reflects more than how land is covered by nature and man’s activity. It relates to economic and social structures, in which farming and forestry, handicraft, small, middle and large companies produce and trade, where services from the most local to the most international such as tourism are provided. These interact, compete, create and evolve. Beyond that rural areas provide living space, not only for the people who work there, but also for many commuters, who work in the city. They offer living space for flora and fauna and fulfil important balance functions for overloaded centres of dense development, particularly through the preservation of an ecological balance, as buffer zones and recreation areas. All these various structures and functions together make rural areas diverse and densely complex places, something that is often forgotten. This is nevertheless a key feature of European rural areas and plays an important role in shaping rural development policies.
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RD policy essentially reflects three different concerns. The first is the need to restructure and accompany change in the agriculture sector, the second is the promotion of economic and social cohesion through regional development policy and the third is to integrate environmental concerns into the Common Agricultural Policy.

First systematic approaches to a common structural policy in the agricultural field were introduced at the beginning of the 1970s covering among other things investment grants for the modernisation of holdings and the training of holders, early retirement funds and retraining aids as well as start up support for young farmers. The model was the  successful and competitive family business. Measures were later added for the improvement of the processing and marketing structures. In the middle of the 1970s special compensatory allowances for mountain regions and other disadvantaged areas were introduced, to help farmers overcome the economic consequences of natural handicaps. To some extent, this can be seen as a first territorial approach.  It was supplemented at the end of the 1970s by some limited measures in favour of poorly developed rural regions, mainly to improve basic rural infrastructure.In the meantime, in 1975, the regional fund had been createdand the EU’s regional policy started to develop. During some time structural policy for agriculture, regional policy and social policy coexisted in an often uncoordinated way. This appeared to be an increasingly unsatisfactory response to the growing development problems of many rural areas.

In the early 1980s, first attempts were made to develop a more comprehensive approach. Measures co-financed by the EU in the three policy fields were combined in integrated development programmes with the aim to mobilise synergies between them and to stimulate and diversify the economic activities in the regions concerned. These integrated programmes were conceived and carried out in close partnership between the EU, Member States and regions.

This approach was further developed in the reform of the structural funds in 1988. In this new structural policy framework, it was applied to selected regions with specific development problems. Many of them were rural regions or comprised at least quite important rural sub-regions. In addition to these regionally concentrated integrated development programmes, a range of measures continued to apply also in the remaining regions or across the territory as a

whole. 

A third policy development linked to rural areas reflected growing environmental concerns. Agriculture manages almost 45 % of land in the EU. With forestry this rises to 80 %. These sectors together largely determine the character of the European landscapes and influence the quality of the environment. By the end of the 1980s the public had become increasingly aware of the role – whether   negative or positive - agriculture and farmers play or at least can play in environmental protection and in the preservation of rural landscapes. On one hand, intensive agriculture had become associated with a range of environmental risks and was increasingly subject to environmental constraints. On the other hand, it was becoming accepted that farmers could also be managers of natural resources and provide environmental services. Farmers are not normally paid by the market to provide such services. Where society valued them, it became accepted that there was a case for public support. The 1992 Reform of the Common Agricultural Policy provided the possibility of paying for these agri-environmental services as part of what was known as the accompanying measures.
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By the middle of the 1990s then, we had a range of different tools and instruments that reflected these differing objectives of rural development – agricultural restructuring, regional development

and environmental integration. However, these instruments had evolved over a long period and were in need of being put together into a more coherent framework. The pressure for change came from three sources:

· The first was from rural areas themselves. In Ireland in November 1996 the European Conference on Rural Development issued the Cork Declaration which among other things called for a simpler, more integrated rural development policy;

· The second pressure came in the form of the need for a further set of Reforms of the Common Agricultural Policy to increase the competitiveness of European Agriculture, to integrate environmental concerns and to prepare for Enlargement.

· A third, linked to the first two was a changing understanding of the role of agriculture in Europe. In short, European policies should specifically reflect the multifunctional role of agriculture. In addition to producing commodity outputs, agriculture also has an important role to play.
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A major innovation of the new policy has been to bring existing rural development Regulations together in a single, coherent legal text and can be said to support at least three broad strategic objectives:

1. Supporting a viable and sustainable agriculture and forestry sector at the heart of the rural community;

2. Developing the territorial, economic and social conditions necessary for maintaining the rural population on the basis of a sustainable approach;

3. Maintaining and improving the environment, the countryside and natural heritage of rural areas.
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The four basic principles of the new policy are:

Multi-functionality that rewards farmers for the range of services they provide in meeting the expectations of consumers and wider society, including the preservation of the rural heritage, while emphasising the creation of alternative sources of income;

A multi-sectoral approach that seeks to develop the rural economy by creating new sources of income and employment, by developing rural services and conserving the countryside and the rural heritage;

Efficiency which will be achieved through the implementation of strategic, integrated programmes, simplification based on transparent and accessible legislation, flexibility of programming based on a ‘menu’ of measures to be implemented according to the needs and circumstances in the Member States and regions, subsidiarity and partnership achieved through the decentralisation of programming arrangements and consultation at regional and local level.
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Over the coming years, Europe’s agricultural sector will face new realities in terms of market evolution, international developments, trade rules, consumer preferences in addition to the new situation arising as a result of enlargement which will affect both agricultural markets and rural economies. The European Union’s new policy for rural development - as the second pillar of the CAP - seeks to establish a coherent and sustainable framework for the future of rural areas aiming at restoring and enhancing competitiveness and therefore contributing to the maintenance of employment. 
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The main elements of the new rural development policy are as follows:

Agricultural holdings

The aim of Community investment aid is to modernise agricultural holdings and improve their viability. The support will 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 be also an important element for eligible investments. The total amount of support, expressed as a percentage of the volume of eligible investment, will be limited to a maximum of 40% and 50% in less-favoured areas. 
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Setting up of young farmers

The aid to facilitate the establishment of young farmers will be granted when - among other factors - the farmer (as the head of the holding) is under 40 years of age and sets up an agricultural holding for the first time. Together with the encouragement of early retirement from farming the setting up aid will continue to contribute to the inter-generational transfer of European farm holdings. The setting-up aid for which the maximum amounts have been increased considerably may comprise:

• a single premium up to the maximum eligible amount of EUR 25 000;

• an interest subsidy on loans taken on with a view to cover the costs arising from setting up.
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Early retirement

Aid for early retirement is set at EUR 15 000 per transferor per year. The maximum annual payments may however be increased up to two fold, subject to the overall maximum (EUR 150 000 ) for reasons of speedy adjustments of agricultural structures. Both the transferor and the worker must be over 55 years to be eligible for early retirement while the aid will not go beyond the seventy-fifth birthday. Where in the case of a transferor a normal retirement pension is paid by the Member State, early retirement support shall be granted as a supplement thus taking into account the amount of the national retirement pension.
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Training

Training measures have also been integrated into the package of measures with the emphasis on training linked to the promotion of quality and to environmentally beneficial production. The measure has extended to all involved in agricultural activities and their restructuring. Forest holders and other persons involved in forestry activities for the application of forest management practices to improve the economic, ecological and social functions are also eligible for training benefits.
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Less favoured areas and areas with environmental restrictions

Compensatory allowances for farmers in less-favoured areas will be granted on a hectare basis. They will be fixed between EUR 25 and EUR 200 per hectare. Where appropriate, the particular environmental problems and the economic structure of the holding should be reflected in the amounts. To be eligible farmers have to apply usual good farming practice and to work a minimum area over a period of at least five years. There is also the possibility of granting payments to compensate farmers for costs incurred and income foregone due to environmental restrictions on land use. For farmers in such areas with environmental restrictions support may be granted up to EUR 200 per hectare. However, the total extent of those areas together with areas affected by specific handicaps may not exceed 10% of the area of the Member State.
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Forestry

Support for forestry will contribute to the maintenance and development of the economic, ecological and social functions of forests in rural areas. It will be granted only for forests of private owners (or by their associations) or by municipalities (or their associations) at a rate between EUR 40 and 120 per hectare and it will concern the following measures:

• afforestation of land provided that such planting is adapted to local conditions and is compatible with the environment;

• investment in forests aimed at significantly improving their economic, ecological or social value;

• investment to improve processing and marketing of forestry products; 

• the establishment of associations of forest holders that are set up in order to help their members to improve the sustainable and efficient management of their forests;

• restoring forestry production potential damaged by natural disasters and fire and introducing appropriate prevention instruments.
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Processing and marketing

Support for investment will facilitate the improvement and rationalisation of processing and marketing of agricultural products and thereby contribute to increasing the competitiveness and added value of such products inside the EU. Investments must contribute to improving the situation of the basic agricultural production sector. They must guarantee the producers of such basic products an adequate share in the resulting economic benefits. Investment in the processing or marketing of products from third countries are excluded from support.
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Agri-environmental measures

This instrument is designed to support the sustainable development of rural areas and to respond to society’s increasing demand for environmental services. Payments will be given to farmers who engage themselves in farming practices compatible with the increasing need to protect and improve the environment, natural resources, soil and genetic diversity and to maintain the landscape and the  countryside. Support will be calculated on the basis of cost incurred and income foregone due to programme participation and the need to provide an incentive. Maximum amounts per year eligible for Community support are EUR 600 per hectare for annual crops, EUR 900 per hectare for specialised perennial crops and EUR 450 per hectare for other land uses.

Slide 20, 21

Measures for adaptation and development

As far as the promotion of adaptation and development of rural areas are concerned the new Regulation will provide support for the following measures:

• land improvement;

• reparcelling;

• setting up of farm relief and farm management services;

• marketing of quality agricultural products;

• basic services for the rural economy and population;

• renovation and development of villages, protection and conservation of the rural heritage;

• diversification of agricultural activities and activities close to agriculture to provide multiple activities or alternative incomes;

• agricultural water resources management;

• development and improvement of infrastructure connected with the development of agriculture;

• encouragement for tourist and craft activities;

• protection of the environment in connection with agriculture, forestry and landscape conservation as well as with the improvement of animal welfare;

• restoring agricultural production potential damaged by natural disasters and introducing appropriate prevention instruments;

• financial engineering.
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The LFAs will include: Mountain areas which are characterised by a considerable limitation of the possibilities for using the land and an increase in the cost of working; Less-favoured areas in danger of abandonment of land use where the conservation of the countryside is necessary; Other areas affected by specific handicaps.
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Community support for early retirement, less-favoured areas and areas with environmental restrictions, agrienvironmental measures and afforestation will be financed by the EAGGF Guarantee Section throughout the Community. Community support for other rural development measures will be financed by the EAGGF Guidance Section in areas covered by Objective 1 (integrated into the programmes) and Guarantee Section in areas outside Objective 1. 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 Members State and submitted to the Commission. On the basis of these plans, the Commission will formally adopt programming documents covering the period 2000-2006.

