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CAP post-2027: An Integrated Rural and Agricultural
Policy - Part 2

“Rural Europe Takes Action — No more business as usual’, the book published by ARC2020 and
Form Synergies in June last year, ended with a mysterious unwritten regulation, the Common
Agricultural Policy of the future. Only it is not. It is much broader than that. We called it the European
Rural and Agricultural (and Food) Policy (ERAP). So, what is it about and why is it important to talk
about it now? Let’s dive into it.

This article is the second part of a two-part series. In this first part, we discussed the “why” we
urgently need a new CAP. In this second part, we will present our proposal for an integrated Rural
and Agricultural Policy.

Mathieu Willard

This article is produced in cooperation with the Heinrich-B6ll-Stiftung European
Union.
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A new European Rural and Agricultural Policy (ERAP)

The impact of the CAP is not only negative. And all the problems in agriculture and rural areas are not
to be blamed on it. In the last decades incremental changes in the policy have given opportunities for
farmers to steer their practices in the right direction (e.g. budgets for greening measures, organic
farming, young farmers, environmental and climate actions, eco-schemes (their impact still needs to be
assessed)).

The CAP can be a very useful tool. But for now, it mainly maintains the intensive agri-food model. It
leaves some room for alternative types of farming but will never make them the norm without a complete
makeover.

For those reasons, many think it is time for the CAP to retire. Or at least, the CAP as we know it. The
EU commission is planning to propose the first key points of a post-2027 proposal as early as 2023.
And with the EU elections coming in 2024, it seems like now is the right time to start seriously reflecting
on it.

Let's put ARC2020’s unwritten regulation (that you can find in our book “Rural Europe Takes Action”)
in the spotlight. The unwritten regulation is a draft text for an integrated rural, agricultural and food policy
to be adopted by EU institutions in 2027 at the latest. It is not a finished product but a first proposal to
be built upon.

This unwritten regulation, for the sake of argument and an eye-catching result, was written in the
legislative style. Here, we want to take out the main learning points, plain and simple.

INTEGRATED EUROPEAN RURAL,
AGRICULTURAL AND FOOD POLICY (ERAP)

AN UNWR|TTEN REGULATION

REGULATION (EU) 2028/001 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 1 January 2028

establishing rules on support for strategic plans to be drawn up by Member States under the European Rural and

Agricultural Policy (ERAP) and financed by European Fund for Rural and Agricultural Development (ERAF) and

from the European Maritime, Fisheries and Aquaculture Fund (EMFAF) and repealing Regulations (EU) No2021/
2115 and (EU) No1307/2013

An integrated rural approach

The policy focus shifts from mainly direct income support for farmers to the development of rural
infrastructure. The goal is to empower all rural actors and ensure a fair distribution of added value on
the local and territorial level, which would eventually decrease farmer’s dependency on income support.
Those infrastructures should allow our agri-food systems to highly reduce their dependence on mineral
oil as well as feed and food imports from global markets.


https://www.arc2020.eu/first-look-rural-europe-takes-action-e-book/
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This overarching policy will thus empower rural actors to democratically build resilient food systems that
can answer the challenges of our time: climate change, biodiversity loss, depletion of soils and water
reserves.

Public income support will still be available for farmers but will be distributed based on agro-ecological-
social criteria. As far as agricultural production and processing is concerned, what is currently the
common rule will become the exception. And the organic exception will become the rule.

Merging the funds

The ERAP proposes to redesign the funding structure that delivers the CAP. The CAP has been
historically financed by the European Agricultural Guarantee Fund (EAGF) and by the European
Agricultural Fund for Rural Development (EAFRD).

As | explained in the previous chapter, the addition of a second pillar, financing rural development
through the EAFRD and co-financed by Member States, was supposed to ensure sustainable
management of natural resources and climate action and enhance territorial development of rural
economies and communities. But the budget distribution has never reflected those objectives.

In the current reform, EAFRD budget has also shrunk. A 19% decrease in Pillar Il appropriations in the
2021-2027 programming was recorded compared to 2014-2020.

To alleviate these budgetary constraints, both funds will be merged under one European Rural and
Agricultural Fund (ERAF). A new fund for a new policy. Moreover, the ERAF will be integrated in the
European Cohesion Policy (which is based on Structural Funds such as the European Regional
Development Fund, and the European Social Fund). The European Cohesion Policy aims to achieve
the objectives of economic and social development of regions and territories, territorial competitiveness
and the reduction of growth and living condition gaps between regions and territories. It does not (yet)
highlight rural areas as priorities but the inclusion of the ERAF in the fund package should solve this
issue. This could create a more integrated Cohesion Policy and tune it to current challenges for the EU.

A bottom-up delivery model

To decide who gets what, the ERAP is opting for collaborative intelligence. National and regional
programme authorities will have the choice between the CLLD and LEADER approach to bring local
actors together and form governing bodies that will decide how to improve their area.

A minimum of 5% of the ERAF budget must be allocated to the CLLD/LEADER for this purpose.

A revised subsidy system
The ERAP is (for now) made up of 4 articles. Article 1 lays down the general rules of the policy and
articles 2, 3 and 4 address the distribution of subsidies.

Basically, this new policy will tackle its objectives through 3 different approaches.

1. Rural cooperation and infrastructures
2. Development of sustainable short supply chains and better distribution of added value
3. Farm support

In all of those approaches, capping is introduced with ranges from €100,000 to €200,000 depending on
the subsidy type and the structure that is applying.


https://www.europarl.europa.eu/factsheets/en/sheet/110/second-pillar-of-the-cap-rural-development-policy
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1. Rural cooperation and infrastructures

While in the current CAP, most of the Member States are relying on LEADER interventions to address
the socio-economic development of rural areas, the scope of available interventions under ERAP will
strongly increase. Budget will be available for three types of projects.

First, funding will be provided for projects that intend to develop rural infrastructure and services,
such as eco-mobility systems, IT connectivity, preservation of rural heritage, and cultural activities.
Specific investments to improve generational renewal in farming but also disaster prevention and
environment-climate friendly provision for farms, SME, public and civil society organisations will be
available as well. All projects that can improve raw material use and circularity of the economy will also
be financed.

Second, funding will focus on projects that will improve networking and knowledge sharing
capabilities. These projects will be financed either through cost reimbursement, for example for the
qualification of employees or through the investment in learning projects (schools, conferences...).

Third, the ERAP will support cooperation projects, such as producer groups, business cooperation,
civil society initiatives, co-working spaces and more. EIP operational groups will be financed to support
economic and social innovation projects, as well as quality schemes promotion. Finally, the budget for
LEADER will increase to a minimum of 5% of the whole ERAP budget.

2. Development of sustainable short supply chains and better distribution of added
value

The EARP will focus on the development of sustainable value chains. The goal is to empower local
actors of the rural economy that will reinforce local implementation of the food production processes
and the rural economy as a whole. Eventually, localised short supply chains will organically redistribute
the added value in a more equitable way along the chain, financing a diversity of rural actors and
projects.

Support will be allocated firstly to the development of agricultural, food and forestry value chains.
Concerned projects range from seed, feed, leguminous crops, renewable raw materials production to
water saving, waste reduction or culinary partnership projects.

Support will also be reserved for economic actors from secondary and tertiary sectors, such as
craftsmanship, gastronomy and tourism.

3. Farm Support

Public income support will still be available for farmers. The current structure of the subsidy system
remains with decoupled payments being distributed to farmers as long as they comply with conditionality
rules. The payments are still area based but their framing is completely redesigned.

e The compliance rules or conditionalities are based on world-wide organic standards for
production and processing of plants for food, non-food crops, wood, livestock and aquaculture.
It will regulate the increasing use of agroecological practices and ban of active chemical
substances used in the EU or exported.

The general objective is that, by 2030, all ERAP support is tied to organic standards.

e All direct payments are to be indexed with a farm labour factor (based on an algorithm still to
be defined).

e Direct payments are all capped at €100,000, with high redistributive obligations (triple payments
on first 5ha and double on the first 20ha) and degressive options.
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e Young farmers will see their subsidies doubled for the first five years of activity.
e Additional payments are planned for farms with geographical and environmental constraints.

e Complementary support is provided to farmers for the implementation of practices that provide
additional environmental and climate services.

Conclusion

The goal of writing this proposal was not to have a finished product but to start a debate. Everyone who
would like to add on it and discuss specificities should do so. And everyone will have their own
sensibilities for specifics of rural and agricultural transition. What about social conditionality? What
about health care and doctor shortage in rural areas? What about access to land? What about meat
consumption? What about market regulation? All those questions should provide for many additional
articles to this unwritten regulation. Let’s write it together.

We invite unions, NGOs, public services and citizens to build upon this proposal. The time is now.

In the meantime, | would like to already provide my answer to the question that will arise, and it might
be on your lips already. How much will it cost (for it to succeed)?

Short answer, we don’t know (yet). Anyone wishing to make a calculation is most welcome. What we
believe is that, even with a similar budget to the current reform, results would already be much improved.
But why not increase it?

Some might not care enough about rural areas, but everybody cares about food. And the fact is that we
currently underspend on food. We've never spent less (2022 inflation aside). For some, this is the
reflection of great progress. But is it really? We now live in a world where soil erosion, climate change
and biodiversity loss are putting long-term food security at risk. Moreover, the food we produce is
increasingly less nutritious. The industrial model on which large agglomerations are being fed is based
on over-processed food products, full of fat and sugar to please our brains. Most of the world's
population now lives in countries where overweight and obesity kill more people than underweight.
Worldwide obesity has tripled since 1975 and around 2 billion people are now overweight. Where is the
progress in that? And that is the result of a system. As we say in French, ce n’est pas par I'opération
du saint esprit (it wasn’t by some miracle).

Below is a graph representing the evolution of food expenditure as a share of household’s disposable
income (net of taxes). It shows the trend for the US, which has been recording those data much longer
than the EU. But results are close. In the EU, in 2019, food expenditure represented on average 13%
of household spending.


https://www.who.int/news-room/fact-sheets/detail/obesity-and-overweight
https://ec.europa.eu/eurostat/web/products-eurostat-news/-/ddn-20201228-1
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Food expenditure as a share of family disposable income, United States.
1929 to 2014

Food expenditure, differentiated between that consumed at home and away from home (such as restaurants, cafes, colleges,
work etc.) as a share of the average family's disposable income. This does not include alcoholic beverages or tobacco.
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Figure 4: Food expenditure as a share of family disposable income, US (source: our world in data)

Moreover, the CAP budget represents only about 0.4% of the EU GDP. It has been higher in the past
but never surpassed 0.7%. To allocate such a small part of our GDP might not be enough for a complete
revitalisation of rural areas and transitions of agri-food system to agroecology. That is also why the
proposal we are making is one that intends to redistribute added value along the production chains.

And thus, we might have to accept to pay a little bit more for our food, through prices or taxes. And
with this debate will come a time, the sooner the better, for a new social contract in the EU, the
infamous “who pays what”. But that is another chapter for this story.


https://ourworldindata.org/grapher/food-expenditure-as-share-of-family-disposable-income?time=earliest..2014

