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Executive summary

Aim

1. The aim of the study was to review the policy instruments under the framework of the

European Agricultural Fund for Rural Development (EAFRD), 2007-13, by:

e reviewing intervention rationales and instruments and their use against the objectives,
priorities and key actions in the EU Strategic Guidelines;

e assessing whether and how RD rationales and instruments should be adapted to deliver
these more effectively.

Context

2. An explicit, integrated approach to EU rural policy within the CAP began with the creation
of the Rural Development (RD) Regulation, 1257/1999. This new ‘second pillar’ was formed
by bringing together a range of existing measures (accompanying measures, farm structure
aids, RD measures from structural fund programmes and LEADER). However, the EAFRD
Regulation reflects successive policy developments since then. From 2004 (enlargement),
new measures offered support to semi-subsistence farms and producer groups in new MS.
From 2003 (CAP Mid-Term Review), additional measures for farm advice and quality
production were added. For the EAFRD (from 2007), new measures for economic
development (micro-businesses, local area strategies), and also in respect of biodiversity,
water and forestry, were added. In addition the Regulation created a single, common RD
fund and grouped instruments under four ‘axes’, corresponding to its strategic goals: farming
and forestry competitiveness; environmental land management; rural diversification and
quality of life; and the LEADER approach. Some former measures were combined, too. It is
thus timely to review the scope and appropriateness of the framework, for the future.

Approach
3. The study involved 8 tasks, grouped into 3 themes of analysis:

1) the targeting of EU-27 rural development expenditure, 2000-13, including the
development of databases of EU-27 rural area characteristics and ‘indicators of need’
for RD;

2) consideration of the adequacy of the current EAFRD framework, based upon an
evaluation of instruments’ cost-effectiveness; the a priori development of a typology
of RD interventions and catalogue of instruments; an analysis of delivery
mechanisms; and assessment of instruments in ‘fiches’;

3) conclusions and recommendations.

4. In the event, progress in finalising national and/or regional RDPs 2007-13 was delayed,
over the study period. Thus, the approach was modified to incorporate more qualitative
analysis and the expenditure analysis was made using incomplete figures (July 2007), so 4%
of total EAFRD planned expenditure was missing*.

Theme 1: Targeting of RD expenditure, 2000-13

Results

5. A novel, comparative analysis of RD expenditure across the periods 2000-06 (combining
RDR Guidance and Guarantee, SAPARD and transitional instrument) and 2007-13 (available
data, July 2007) was undertaken. An increase in total public funding from €88bn to €142bn
and in EU allocation from around €58bn to €90bn, (increases of c¢.40 per cent, once adjusted
for inflation), mainly reflects enlargement from 15 to 27 Member States. The totals mask a

! Missing data included 10 regions (8 in Spain) and 4 national network plans



much greater increase in EU funding to new MS and a cut in EU funding to the EU-15 (of 1
per cent, in real terms)s. Although in most programmes, axis 2 (environmental land
management) tends to be the largest spending axis in both periods, generally non-
convergence programme areas focus more strongly on these measures while convergence
ones tend more to prioritise agricultural restructuring (axis 1).

6. Overall, RD spending patterns have changed between funding periods. 2007-13
programmes plan significantly more spend on axis 3 (rural diversification and quality of life —
an almost 2.5-fold increase in EU funds, in real terms) and to slightly increase resources for
axis 2. In addition, relatively more axis 1 funding is devoted to human capital (training,
advice, co-operation) and market-orientation (adding value, quality), and a smaller share to
inter-generational transfer (young farmers, early retirement), where large decreases in
funding among EU-15 exceed increases in the new MS. Within axis 3, a large increase in
funding for village renewal and rural services in the new MS is notable. For axis 4, project
spend (i.e. local projects supported by LEADER groups) is planned to increase significantly
(almost 30-fold). These changes may represent evidence of targeting RD priorities, in that
they generally move in a direction recommended by independent and international RD
studies.

7. Nevertheless, patterns of measure choice and planned funding exhibit a degree of path-
dependency. This may reflect persistent needs, as well as ongoing financial commitments.
However, there is evidence of programmes retaining and expanding measures rather
because they are instruments with which implementing authorities and potential beneficiaries
are familiar, and/or are certain to spend significant sums relatively simply, particularly for aid
to the farm sector®. Especially in those ten MS acceding in 2004 whose programmes ran
only for short periods (2000-04 and 2004-06), more conventional measures dominate. The
programme-level analysis using RDPs, literature review and expert interviews suggested
insufficient capacity among administrations, and sometimes civil society, to implement more
ambitious measures (including targeted agri-environment aids, and LEADER). In view of
developments already made in the Regulation (e.g. Article 6 strengthens the principle of
partnership in delivery, compared to 1257/1999), the findings suggest a continuing need to
encourage institutional learning and adaptation, in the planning and implementation of RDPs.

8. Analysing ‘intensity of spend’ by utilised agricultural area, agricultural workforce and
number of holdings showed unusually high intensities in a few programme areas (e.g.
Finland, Luxembourg) and low intensities in others (e.g. Romania, Netherlands). An analysis
of spending over time reveals how different kinds of measure are inherently more or less
likely to disburse funds quickly or predictably. Annual payment measures (significant within
axis 2) tend to have more consistent spending profiles than investment aids, and aids to build
and mobilise social and private collective capital tend to be slower to spend than physical
capital expenditure (most relevant to axes 1, 3 and 4).

9. A broad set of rural characteristics was assembled by programme area, in respect of
economic, environmental and social needs, using EU-level datasets. These illustrate how
Europe’s rural areas vary, including some that are buoyant economically while others are in
persistent decline. A policy (RD) and literature review of RD ‘needs’ (including opportunities),
was used to select and assemble characteristics into ‘indicators of need’.

2 this includes some MS increases (e.g. UK) and other significant cuts (e.g. some German Lander, cuts over
20%), resulting from the 2005 Council decision on Financial Perspectives
% In programme-level analysis (section 3.5) and 2 workshops with Commission officials and external experts
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10. There are similarities between RD expenditure patterns (actual 2000-06 and planned
2007-13) and patterns of apparent need denoted by the indicators, between programme
areas. Globally, more resources are devoted to areas where economic problems and the
need for restructuring (particularly, small farm sizes, high employment dependence upon
agriculture, low levels of education and training) are greater. Within axes, it seems there is
conscious targeting for some particular issues (e.g. human capital, UK primary sector). By
comparison with findings in previous studies (e.g. Dwyer et al, 2003), the recognition and
justification of needs appears more prominent in RD programmes for 2007-13, and RD
needs are more clearly conceptualised, evaluated and debated than they were for 2000-06.

11. The strong emphasis of RDP spending upon axis 2 cannot be assessed adequately,
because for some aspects, comparable, relevant environmental data for all programmes is
missing.

12. It is evident that pillar 2 is complemented by other national and/or EU regional policies.
Particularly in respect of socio-economic funding, these may be of equal or, in some cases,
greater financial significance. It is therefore difficult to assess the issue of optimal resourcing
for socio-economic RD goals without fuller consideration of these wider policies and the role
of RDPs in that context. However, in respect of rural socio-economic needs, analysis of
indicators across the EU-27 and also needs identified at the programme-level suggests that
RDPs alone may devote too significant a proportion of funding towards the agricultural sector
and not enough to the wider rural economy and community*.

13. There is significant variability in the available financial resource for RD between different
programmes which is difficult to justify in terms of apparent relative needs. This seems to be
mainly due to the historic weighting of EU-15 RDP allocations. In respect of the new MS, our
study suggests that the criteria and formula used as the basis for RD allocations are likely to
overemphasise the relevance of needs for the agricultural sector, as compared to
environment or wider socio-economic need.

14. At the same time, the analysis confirms that the current RD framework offers
considerable scope to target measures and expenditure towards areas and circumstances of
rural need and opportunity.

Recommendations

R.1. At the level of EU budgetary allocations between Member States, the current
system is not in line with a balanced appreciation of relevant rural characteristics for
pursuing the key goals of RD policy. Better indicators of natural and wider socio-
economic / quality of life characteristics of rural areas, should ideally be included in the
formula for determining allocations for RD actions, between Member States.

R.2. We recommend further refinement of the indicators of need, to improve their
analytical value and address weaker areas. This should address gaps for the
environment and ‘new challenges’, and non-farm, rural socio-economic aspects.

R 3. Itis important to foster broader understanding between programme authorities, the
Commission, stakeholders and civil society, about the rationale for comparing needs and
resource allocations within RDPs. A process to foster ongoing learning is recommended,

* See sections 3.4 and 3.5.
® As raised in the Commission’s CAP Health Check proposals, May 2008
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such as further analysis of agreed common indicators of need. This could be developed
within the CMEF.

Theme 2: Adequacy of the RD Framework

Results

15. The study adopted a typology of RD interventions based on types of rural capital:
physical, financial, human, social, natural and cultural. Examination of RD policy rationale
and experience indicated a historic (pre-2000) emphasis upon physical and financial capital,
as opposed to environmental, human, social, and cultural capital. These other types are
increasingly recognised as critical to sustainable RD and have grown in importance as
elements of EU RD expenditure (point 6).

16. A catalogue of RD instruments was made by combining the typology with four main
possible intervention approaches (investments, regular/annual payments, funding advice and
information, and funding quasi-regulatory processes). This showed that the current range of
instruments in the EAFRD covers most potentially valuable RD interventions. Nevertheless,
analysis suggested opportunities for a few potential hew instruments and for simplification
and enhanced consistency: for some existing measures we recommend increasing flexibility
of application, while for others we recommend focusing more clearly upon specific purposes.

17. The examination of cost-effectiveness identified independent evidence to support the
cost-effectiveness of many measures in each EAFRD axis, although performance is strongly
dependent upon delivery methods and local context. There is increasing empirical evidence
to suggest that axis 1 and 3 instruments can be more effective when delivered in integrated
(territory, filiere or individual business) packages®. Agri-environment measures appear more
cost-effective when targeted to defined environmental benefits and supported by appropriate
information, training, applied research and co-ordinated investment (for management plans
and restoration). Measures for the rural economy and community (mainly axis 3) are more
likely to be effective if delivered via approaches which strengthen human and social capital,
but these often take several years to establish (favouring long-term policy continuity). At the
same time, empirical studies indicate poor cost-effectiveness for some measures including
early retirement and Less-Favoured Area aids, due to insufficient tailoring of criteria to local
contexts’. There is evidence that investment aids to private businesses (e.g. modernisation,
young farmers, adding value, tourism) give low additionality if they are not targeted to
situations with a clear rationale for public funding and low risk of displacement.

18. The analysis of delivery systems demonstrated highly varied approaches and indicated
that this is often necessary to reflect local conditions. Partly due to policy developments since
2000, the EAFRD regulation presents few direct obstacles to the effective delivery of RD
goals. However, the choice of delivery approach is often critical for successful achievement
of outcomes and this is not yet strongly emphasised in policy.

19. A comprehensive review of RD instruments in ‘fiches’ drew upon all previous elements
in the study to generate detailed recommendations. 39 fiches were prepared.

® See section 5.4 and Annex 4 Regionen Aktiv, Niger, Cumbria and Calabria cases
7 See Annex 4 Spain case also, for LFA
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Recommendations
20. To improve the effectiveness and efficiency of measures, we suggest the following.

R.4: The precise purpose of measures and measure-groups in the regulation could be
further clarified and expressed in more consistent ways to ensure that the purposes are
clear and avoid overlap.

R.5: There is a need to strengthen institutional learning in respect of the pros and cons of
different delivery approaches and promote the use of apparently more promising
approaches. Guidance on measures and programming could include more detail on
appropriate delivery modes. Programme authorities could be required to describe their
chosen delivery modes in more detail (e.g. centralised or devolved, single or combined
measures), and explain how they relate to goals and local context. Guidance could
describe the main kinds of recommended delivery system for particular strategic
purposes, in particular contexts (e.g. combining measures in strategic packages for a
territory, ‘filiére’, or individual business).

R.6: A number of measures and outstanding needs could be reviewed, including:
- early retirement and aid for young farmers
- village renewal and basic services for the rural economy
- joint environmental-economic initiatives
- access to credit for micro-businesses in new MS.

R.7. We recommend some specific simplification to improve measure clarity and
coherent application. Some measures represent ‘variations on a common theme’ which
could be combined (e.g. measures for training, advice and advisory services).

21. From analysis of delivery approaches, cost-effectiveness and instrument fiches, we
conclude that organising measures at EU level by axis limits flexibility of resource use across
axes and requires duplication of measures. Nevertheless, it is important for the Commission
and MS to have a clear overview of resource use against RD strategic goals.

R.8. The Commission could consider loosening the strict link between the main goals of
RD activity expressed in the Strategy Guidelines, and the axes of the EAFRD regulation.
We recommend retaining strategic goals, but encouraging more flexible use of measures
between axes (or removal of axes). Minimum spend thresholds would still be used in
respect of strategic goals, but different combinations of measures could be used to
deliver these, in RDPs®. We recommend that thresholds should be kept under review
and modified in the light of future evaluations®.

22. The study has shown that while there is a significant amount of basic data in respect of
the inputs and outputs of EU RD policy, there are significant challenges in trying to use this
to identify lessons for improvement. The highly varied qualitative and contextual factors
(embracing a wide range of goals and ensuring subsidiarity in implementation) that influence
RD issues and policy impacts across the EU-27 call for a more profound, longer-term
approach which should also uncover causal linkages between these variables.

8 Authorities would need to explain which measures pursue which goals, as well as resources
° reducing required shares if results show certain goals have been met, increasing them if they show continuing needs, perhaps
differentiating thresholds by groups of MS.



R.9. We recommend further research to gather robust, longer-term, comparable
information on the implementation cost of RD measures, as well as their hard
(quantifiable) and soft (qualitative) results and outcomes, across the EU-27; to identify
best practice in recording, valuing and applying the lessons from analysis; and to
examine the roles and relationship between RD funding and outcomes and
complementary funding from EU-regional and national sources, in more detalil.
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Section 1. Introduction

1.1 Aims and scope of study

As detailed in the Commission’s project specification, the aims of the study are as follows:

1.

2.

to review existing intervention rationales and instruments and their use against the new
objectives, EU priorities and key actions identified in the EU Strategic Guidelines;
to assess whether and how these rationales and instruments should be adapted to
deliver rural development objectives, priorities and actions more effectively;
on the basis of this analysis, to provide an assessment of
a. the targeting and effectiveness of existing rural development instruments; and
b. correspondence - the extent to which existing policy instruments correspond to
policy objectives, and
c. how new or improved policy instruments and delivery mechanisms could improve
the effectiveness of the policy in future, particularly for the post-2013
programming period.

In essence, the study combines two main elements:

a detailed empirical, data-based assessment requiring the design, population and
analysis of a relational database containing information on rural development programme
spending (actual and planned) across the EU-27, in the periods 2000-6 and 2007-13, as
well as information on the characteristics of local and rural areas across Europe; and

a qualitative analysis and assessment, both shaping and building from the emerging
results of the quantitative work, but also drawing upon previous research experience and
expert knowledge and ideas about rural development in a European context.

More details of the study tasks and schedule are given in section 2 of this report. It has been
undertaken between January 2007 and May 2008.

1.2 Study context : the recent evolution of European RD policy

In its preamble, the Commission’s specification notes how the current RD policy framework
has evolved from pre-existing policies and measures, which provides the context and
rationale for commissioning this study.

“Since the mid 1990s, the EU has co-financed a range of different support measures
for rural development which reflected objectives such as agricultural restructuring and
modernisation, territorial or local development and environmental protection.

These measures, conceived at different times to address specific issues, were put
together into a more coherent framework in the Agenda 2000 reform agreement.
Agenda 2000 established rural development policy as the second pillar of the EU's
Common Agricultural Policy, and brought rural development under a single regulation.
In spite of this simplification, rural development policy continued to be financed through
two different funds, with three different management and control systems, and five
different types of programming.

In September 2005, the Council of Ministers adopted a Rural Development



regulation for the period 2007-2013. The objectives of the policy have been

simplified and clarified, while the presentation of measures has been rationalised. Rural
Development will be implemented through one fund, one management and control
system and one type of programming; In February 2006, the Council of Ministers
adopted Strategic Guidelines for Rural Development which define EU priorities and key
actions for rural development.

In spite of the evolution of the regulatory framework, objectives, and priorities and the
simplification of the policy, rural development instruments remain largely unchanged
since the early 1990s. The purpose of this study is to provide a thorough assessment
of EU rural development instruments, on the basis of a range of different approaches,
with respect to the objectives and priorities defined in the Rural Development
Regulation and the Strategic Guidelines.

(CEC, 2006)

Thus, it is important to summarise briefly the key stages in the evolution of RD policy over
this period, to be clear about where and how the study can best contribute to this process.

The formal beginning of an explicit and dedicated approach to EU rural policy within the CAP
began in 2000, with Regulation 1257/1999 on support for rural development under the
EAGGF. This new ‘second pillar’ to the CAP was formed by bringing together a range of pre-
existing measures, pursuing different purposes with CAP funding, including:

the former accompanying measures (agri-environment, afforestation of farmland, early
retirement);

the universally available Objective 5a structural measures for farming (investment aids,
processing and marketing, training, young farmer support, less-favoured area aids);
the targeted EAGGF Guidance RD measures formerly offered only within Objective 5b
areas, under Structural Fund programmes (which became the ‘Article 33’ suite, within
the new Regulation);

LEADER programmes (Regulation 2000/C 139/05).

At the time of its creation, Regulation 1257/1999 adopted detailed legal definitions of its
constituent measures which were largely unchanged from the versions which had been
operating up to the end of 1999. The main exceptions to this general rule were:

in respect of Less Favoured Area aids, where the Commission decided to withdraw the
option to pay compensatory allowances on a per-head of livestock basis (to ensure the
payments were decoupled from production),

in agri-environment schemes, where the purposes of environmental management were
broadened and the basis of payment altered slightly to ensure no potential conflict with
WTO ‘green box’ rules on decoupled support,

in respect of farmland afforestation, where the maximum length of annual payments was
decreased to 15 years (from 20, previously) by Regulation 1698/2005, largely in
response to some criticism of this measure from the EU Court of Auditors.

However, it was recognised at the time by the Commission and by other commentators
(CEC, 2002, Dwyer et al, 2003) that this approach would require some refinement over time,
to improve its coherence and ability to meet RD needs across an enlarged EU. Thus in the
second RD conference in Salzburg, November 2003, a significant focus of conference
discussions was upon the complementary themes of:



¢ how to make best use of the measures to promote three kinds of overarching, implicit
purpose in RD policies (improving primary sector competitiveness, supporting
environmental management and promoting rural economic diversification and quality of
life); and

e simplification; i.e. how to simplify the contents and operation of the Regulation and its
delivery, so as to increase its ability to deliver effectively and efficiently.

The Salzburg discussions and conference declaration (CEC, 2003) led the Commission to

consider both these issues in its work to prepare the new rural development framework and

fund for the period 2007-13. This work was further supported by research (e.g. Baldock et al,

2002) and by discussions with the Member States in special working groups (e.g. on

simplification) during the period 2004-6. At the same time, this process also influenced the

Mid-Term Review reforms of the CAP, which led to the addition of a few new measures and

goals to the RD menu (CEC, 2003b). These comprised:

e support for the use of farm advisory services (to complement the new provisions for
cross-compliance, introduced under Pillar 1 reforms);

e support for farmers joining quality assurance schemes and for related promotional
actions, to increase emphasis upon quality production;

e support to help farmers to meet demanding new standards of legislation in respect of the
environment, animal health or food safety — to promote more effective and rapid
compliance.

Also, some new RD measures were devised specifically to aid the accession process for
new Member States, from 2004, under the transitional instrument for RD funding (formerly
termed the ‘IFDR’). These included supports for semi-subsistence farms and for producer
groups, to help improve product quality and marketing.

The European Agricultural Fund for Rural Development Regulation (EAFRD), which governs
RD programmes for the new period 2007-13, draws upon the combined influence of all these
policy developments since 2000. It therefore incorporates both a modest revision of the list of
measures, and a degree of simplification of measure definitions and eligibility criteria, by
comparison with Regulation 1257/1999. These changes are, of course, in addition to the
major simplification of bringing together all RDPs under a single, common funding
instrument, for the new period, thus consolidating the second pillar and providing an
institutional setting to encourage more effective policy delivery.

The main changes to note, in respect of the suite of measures and the ways in which they
are to be delivered, are as follows (comparing EAFRD with Reg 1257/1999).

e The brigading of measures into four axes, each with a strategic goal (1: competitiveness
in farming and forestry; 2: environmental land management; 3: economic diversity and
quality of life; and 4: the LEADER approach), which provides a clearer link between
measures and the strategic EU goals to which they are intended to contribute. The EU
Strategic Guidelines for RD, developed from the axis purposes, also serve to increase
the importance of common, overarching goals in respect of European rural development
policy, which should also be reflected in the focus of national and regional programming,
within the Member States.

e The criteria for eligibility in respect of the former ‘5a’ farm structures aids have been
considerably simplified and/or broadened in most cases, under Axis 1 of the EAFRD.
This has increased the range of potential purposes for which they can be applied, as
well as the approaches that programme authorities can use to tailor them to local needs.



In a few cases, eligibility criteria have been strengthened — eg for aid to young farmers,
where support is now conditional upon the beneficiary having an approved business
plan. Also, by adding promotion as a specific purpose of targeted axis 1 aid, by enabling
the training measure to support demonstration projects, and by retaining the farm advice
measures from Mid-Term Review reforms, Axis 1 now has greater potential to support
product, market and management innovation and development, within the primary
sector.

e The range of measures for promoting environmental land management has been
extended and revised in Axis 2, including measures to compensate for environmental
restrictions explicitly in respect of Natura 2000 areas and areas subject to new
provisions in connection with the Water Framework Directive and water protection. In
addition, under the other axes some elements of environmental integration have been
added to existing measures. For example, under Axis 1, the meeting standards measure
introduced from the Mid Term Review reforms has been retained, and the specifications
of the modernisation and training aids nhow make explicit reference to environmental
management needs, as well as improving competitiveness.

e RD aids for forestry actions have been largely brought into a similar structure alongside
aids for agriculture. Aid for investment (now called modernisation), vocational training,
processing and marketing (now called adding value) has been made available to both
agriculture and forestry through common or parallel instruments, under Axis 1. In
addition, Axis 2 includes 2 new measures for forest-environment goals, which closely
match those available in respect of the agri-environment.

e The menu includes some specific Axis 1 measures to support new Member States,
derived from experience under the IFDR programmes from 2004-6: support for semi-
subsistence farming and for setting up producer groups to help improve product
marketing and development.

It is important for this study to acknowledge this evolution of EU RD policy since 2000, in
order to ensure that our analysis is built on an up-to-date understanding of the current
Regulation and its likely operation in programmes 2007-13, and to act as the reference point
for our recommendations.

The new framework for EU RD policy has so far led to 27 National Strategy Plans, 88
regional/national RDPs, 2 National Framework programmes, and 3 National Rural
Development Network programmes. The Community Strategic Guidelines set out European
RD priorities, which also had to be reflected in national/regional strategies, thus helping to
direct the attention of MS to new topics e.g. innovation, ICT and climate change.

Another important consideration in the evolution of the RD policy between 2000-06 and
2007-13, is the budgetary allocation. The Commission originally proposed a modest increase
in the RD budget at EU level, but this was reduced significantly in the eventual agreement on
the Financial Perspective, for 2007-13. Because a significant proportion of the new budget
was allocated to the new MS under the pre-determined allocation formula applied to these
RDPs, this meant that a significant number of EU-15 Member States actually experienced a
decrease in RDP allocations from the EU, in real terms, between 2000-06 and 2007-13. The
total budget for programmes 2007-13 now stands at €90.8 billion of EU funding, €57.6 billion
of national and regional co-financing and state aids, and it will stimulate a planned €64.8
billion of private expenditure. We will return to these points in more detail, in the expenditure
analysis, in section 3 of this report.



Section 2. Study Methodology and Timing

2.1 The specification

The study specification required a sequence of eight numbered tasks, some with detailed
sub-tasks, to be undertaken over the period from January to November 2007. In detail, the
specification said the following.

‘The aim of this study is to review existing intervention logics and instruments and their
use against the new objectives, EU priorities and key actions identified in the EU
Strategic Guidelines. The study will assess whether and how these intervention logics
and instruments should be adapted to deliver rural development objectives, priorities and
actions more effectively...... On the basis of this analysis, the study will provide an
assessment of:

- the targeting and effectiveness of existing rural development instruments;

- the extent to which existing policy instruments correspond to policy objectives and
how new or improved policy instruments and delivery mechanisms could improve the
effectiveness of the policy.’

(CEC, 2006)

A sequence of numbered tasks (with numbered sub-tasks in parentheses) were to be
undertaken between January and May 2008, as follows.

e Task 1: inception report, detailing the methodology for the study.

e Task 2: Targeting of rural development instruments 2000-13

- the construction of expenditure databases in order to enable an analysis of Rural
Development (RD) expenditure, 2000-13 (2.1);

- an analysis of rural area characteristics (2.2);

- the development of data-based indicators of need for RD expenditure (2.3);

- conclusions on the scope for more effective targeting of resources (2.4).

e Task 3: Effectiveness of rural development instruments 2000-13

- analysis of cost per unit CMEF output, result and impact of planned RD expenditures
2007-13 (3.1);

- benchmarking of these performance indicators using additional cost per unit data for
2000-06 rural development programmes (RDPs) and other sources (3.2);

- conclusions on the cost-effectiveness of RD policy (3.3).

o Task 4: Workshop with external experts and Commission officials, to present work so far.
e Task 5: Assessing the range of instruments available for rural development —

- developing a typology of possible RD interventions (5.1), and from this,

- an RD instruments catalogue, against which to assess current measures (5.2);

- examining RD delivery and implementation mechanisms (5.3),

- assessing RD instruments against EU policy objectives, via individual ‘fiches’; and
drawing conclusions on the scope to enhance the policy by changes to the list of
measures and/or delivery mechanisms (5.4).

e Task 6: study recommendations, covering proposed changes to the RD framework,
suggestions for further development and research priorities.

e Task 7: second expert workshop

e Task 8: final reporting.

The proposed sequence of tasks is set out in figure 2.1



Figure 2.1 RD Instruments Review — initial study approach
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2.2 Development

It was apparent soon after the beginning of the study that progress in respect of adopting the

93 national and/or regional RDPs 2007-13 was much less advanced than had originally been

anticipated. By July 2007 the initial programme drafting was not yet complete for all Member

States, and many final texts were not submitted to the Commission by Member States before

the end of 2007. This caused delay in making the respective information available for this

study, because of which, the approach was modified to reduce its reliance on detailed

analysis of full information and data in respect of these programmes. In addition, some

modifications to task specifications were made following a review of feasibility and discussion

with external experts and commission officials. These were:

e addition of a qualitative, sample-based analysis of targeting of needs within draft RDPs at
the programme level, to increase the evidence available for task 2.4;

¢ revision of task 3, to make the quantitative analysis (3.1) based mainly on 2000-06
Guarantee fund output data, and a sample of output/result/impact data for both periods,
and to complement this with a literature-based review of instruments’ cost-effectiveness
(new 3.2), drawing on key national and international sources.

e re-ordering of tasks, so the typology and catalogue of instruments and analysis of
delivery systems preceded analysis of cost-effectiveness, to enable them to inform it

Thus, from July 2007 a new sequence of tasks was adopted, as shown in Figure 2.2. This is
the structure around which the final report has also been organised.



Figure 2.2. RD Instruments review — final approach, July 2007
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As can be seen, the final approach strengthened the qualitative analytical components of the
study, in order to redress weaknesses in the quality, consistency and comparability of the
data upon which the quantitative analysis depended.

In sum, the approaches to each task were as follows:

o Expenditure analysis — based upon EC datasets of planned and actual expenditures by
programme area for the EU-27, with some information also at sub-programme level for
accompanying measures in the EU-15 Member States;

e Characteristics analysis and development of indicators of need — based upon analysis
and development of EU datasets from EC, EEA and Eurostat sources, supported by a
literature review of scientific and policy sources across the EU;

e Programme-level analysis of targeting — investigated using a selection of 10 draft or final
RDPs for a contrasting range of programme areas in 7 Member States, supported by
interviews with policy makers and independent experts, as well as additional, relevant RD
literature for each programme area;

e Typology and catalogue of RD interventions and instruments — based upon EU and
international literature review;

e Analysis of delivery mechanisms — desk study and a selection of 10 case studies of
delivery, chosen to cover the full range of RD axes and principal measures, a variety of
delivery approaches and a contrasting range of geographical contexts;

o Cost-effectiveness — data-based analysis of cost per unit output for 2000-06 programme
outputs, using EC-supplied datasets and one dataset held by the Italian government; plus
detailed literature survey and selected interviews with experts covering 5 Member States
and the international evaluation literature;

e Evaluation of instruments — developed using the combined results of the preceding tasks,
and refined in the workshops with EC and external experts.



Section 3. Targeting of RD policies

3.1 Introduction to this section

This part of the report makes an assessment of:

3.2.

3.3.

3.4.

3.5.

RD Expenditure: How the available RD resources have been applied across the
territory of the EU-27, over the full period 2000-13, examining rural development
measures funded by EAGGF (guidance and guarantee), SAPARD and transitional
instruments during the 2000-06 period, and EAFRD for the 2007-13 period;

RD Characteristics: How the varied territory of rural Europe is characterised, using
standard indicators in respect of its economic, social and environmental assets and
challenges;

Indicators of need for RD: How rural characteristics can be used to give some basic
indications of relative and respective need or opportunity for RD resources, looking at
the different strategic goals of RD policy and the relative positioning of different
programme areas in respect of key rural characteristics, and examining how different
parts of Europe compare, in respect of these relative needs;

Targeting within RDPs: How targeting is explained and justified, within RDPs, as a
means of focusing resources where they are most needed or where they can be
expected to generate the most positive results, in respect of RD strategic goals.

Each of the assessments 3.2-3.4 was specified in the original study terms of reference.
Assessment 3.5 was devised by the study team as an additional element, in order to add
explanatory depth. Together, these ingredients should enable an assessment and partial
evaluation of the targeting of RD policies at both EU and Member State levels. In particular,
they were aimed to address the following key questions:

1.

3.

To what extent are RD resources apparently targeting areas and issues of most need,
when considered at European level, and at the level of individual programme areas?

What reasons underlie divergences between apparent RD needs and opportunities in
rural areas, and the policy choices and resource allocations evident within second pillar
policy and programmes?

What is the apparent scope to achieve a better targeting of RD resources, in this context?

We return to these questions in the final part of this section of the report (3.6. - conclusions).



3.2 Analysis of RD expenditure, 2000-13

3.2.1 Approach to the analysis

For this task, the study built and interrogated three databases, using a variety of data
supplied by the Commission. The databases contain the following information.

Database 1 - NUTS3 level, Guarantee fund actual expenditure, 2000-2006, EU-15
Database 1 is based upon the 2000-2006 CATS auditing data at NUTS 3 level. It
includes actual EAGGF Guarantee spend for NUTS3 areas in EU-15; the area of
territory covered by the payment (where relevant); and the number of beneficiaries to
the payment.

Database 2 — Programme level, combined expenditure on EAGGF Guidance,
Guarantee, SAPARD, IFDR, LEADER programmes, 2000-2006, EU-27

Database 2 is based upon Agrex EAGGF Guarantee and Guidance data 2000-2006 for
individual programme areas, for all 27 Member States / former candidate countries.
The data includes actual spend (Guarantee) and planned spend (Guidance, IFDR,
LEADER and SAPARD), and details both the EU and total public spending, in each
case. It was not possible to source data giving actual Guidance, SAPARD, IFDR and
LEADER expenditure by measure and programme area, for this period.

Database 3 - EAFRD planned expenditure, 2007-2013, EU-27

Data base 3 is based on a set of indicative budgets for the regional/national RDPs. As
explained in section 2, due to late approval, the data available for the analysis
conducted in the context of this study was not complete. Therefore there is a significant
discrepancy of about €4 billion between the total EAFRD budget (as of July 2007) used
for this study (total €86.8 bn) and the final budget (total €90.8 bn, as of April 2008).
Spend data includes that for EU, public and private sources. Data for all programme
areas was lacking 8 regions in Spain®, 1 in Italy®, 1 in the UK%2, and Malta, as well as
spending on national network plans and frameworks (where applicable) for Germany,
Italy, Portugal and Spain.

More details on how the databases were built, and our approach to dealing with gaps and
errors in the data, are given in Annex 1 to this report.

This section provides a summary and comparative analysis of patterns and trends in rural
development expenditure in the 2000-06 and the 2007-13 programming periods. It includes
brief consideration of total and EU expenditures, spending by funding instrument, spending
on measures within each Axis, the targeting of spend within Member States, and expenditure
patterns over time.

The data has been analysed to produce a set of key tables and maps which give:

A comparative overview of EU and total public expenditure 2000-6 and 2007-13 on rural

development programmes for the EU-27, covering all 2000-06 measures from RDR,
LEADER, IFDR, EAGGF Objective 1 programmes, and SAPARD at programme level,
plus all planned use of EAFRD measures at programme level, 2007-13;

a more detailed analysis of accompanying measure spending 2000-06 for the EU-15, at
NUTS 3 level.

01 a Rioja, Madrid, Cantabria, Asturias, Canarias, Castilla-la-Mancha, Extremadura, Murcia
" puglia
2Wwales



Additional tables and maps from the analysis are given in Annex 1.
The key questions for the analysis, agreed with the Commission, were as follows:

e How are total resources divided between countries, programmes and axes over the
two programming periods, and how do these compare between the two periods?

e What is the relative intensity of spending 2000-06, in different territories?

e How much inter- and intra-programme spatial targeting is evident at NUTS3 level
for the 2000-06 accompanying measures (the only measures for which
comprehensive data at this geographic level is available)?

e How significant are the different funding programmes, 2000-06 (Guarantee,
SAPARD, Guidance, IFDR, LEADER+) in each country, and does the funding
source or type of measure appear to affect the pattern of spend, over the period?

In addition, a number of specific investigations have been made in respect of expenditure on
individual measures or groups of measures, in each axis. These investigations are primarily
to demonstrate the level of analysis that is possible with the database, and cover:

e the balance of spend on human and physical capital or adding-value in axis 1;

¢ farmland afforestation and LFAs in axis 2;

¢ village renewal and basic services in axis 3

¢ all measures under axis 4.

The selection of measures was intended to illustrate some interesting points about key
choices and key trends in respect of RD approaches, in each case.

- The investigation of expected spend on human and physical capital under Axis 1 was
undertaken because the Community Strategic Guidelines suggest a need for particular
focus on the former. Examining how the balance has changed between the two
programming periods could therefore demonstrate the impact of this perspective.

- The focus on afforestation under Axis 2 investigates the extent to which priorities have
altered, given criticism of large afforestation programmes in the late 1990s and in 2000-
06. The impact of commitment carry-over from previous programming periods can also
be examined. LFA aid was examined because expenditure on this measure has
increased significantly, despite some recent external criticism.

- The extent to which village renewal and basic services are used, especially in
convergence regions and new Member States, is investigated under Axis 3 in order to
probe measures which are targeted more at the wider rural economy beyond agriculture.

- The LEADER approach has been the focus of much methodological and rhetorical
debate about the second pillar. Some commentators and stakeholders have called for the
bulk of RDP programmes to be delivered according to a LEADER approach, in the new
programming period. Thus the extent and pattern of use of Axis 4 is of particular interest.

Cautionary note — considerations of data comparability, 2000-06 and 2007-13

It is important to note that the total expenditure on EU rural development policies in both
programming periods is significantly affected by the precise nature of funding instruments
applied, in each period. Key issues are summarised here.

10



e In 2000-06, the SAPARD funding instrument was the only EU funding available to pre-
accession countries to support RD actions, for the pre-accession period. This instrument
offered aid for a more narrow range of RD measures than was available under Reg
1257/1999 to existing MS, over the same period.

e Only eight of the ten MS acceeding in 2004 had access to SAPARD funding, 2000-04 —
Malta and Cyprus did not. Also, Bulgaria and Romania had access only to SAPARD
funds for the whole period 2000-06;

e Those MS that acceded in 2004 subsequently gained access to a much fuller range of
RD measures for the two years 2005 and 6, under the IFDR and Structural Fund Special
Operational Programmes for which they were eligible. These measures were broadly
similar to those available to the EU-15 for the full period 2000-06, but they also included
two additional measures (support to producer groups, and support for semi-subsistence
farming) to which EU-15 countries did not have access;

e Within the EU-15, the majority of measures remained unchanged over the programme
period. However, a small number of new measures was introduced following the 2003
Mid-Term Review of CAP (see section 1 for details).

These points suggest that, in comparing funding between the two programming periods, care
should be taken not to infer that changes in total funding levels, or changes in patterns of
expenditure between measures, are wholly the result of choices made at the level of
individual programming authorities. We return to these points where relevant, in discussion of
our detailed findings.

3.2.2 Analysis and results

3.2.2.1. Analysis of total expenditure 2000-06 and 2007-13, compared

Table 3.1 presents total public and total EU expenditure by Axis® in the 2000-06 and the
2007-13 programming periods, as well as the proportion of total public and EU expenditure
by axis. Total public expenditure is planned to increase by 40% in the 2007-13 programming
period compared to 2000-06, in real terms*. EU expenditure is scheduled to increase by
42% in real terms, and the EU contribution will increase marginally as a proportion of total
public expenditure. This largely reflects the fact that compared to the old period, a greater
proportion of the total budget is devoted to convergence regions, where levels of EU co-
financing are generally higher than in non-convergence regions.

EU and total public spending under each of axes 1, 2 and 3 (including relevant LEADER
spending) is set to increase in the 2007-13 period, as would be expected given the timing of
enlargements to the EU. However, total public spending under non-project Axis 4 (LAGs,
local strategies, co-ordination, networking and co-operation actions under LEADER) is
expected to reduce slightly from €1.964 billion to €1.798 billion, whilst EU spending on these
purposes will increase by 4.0% from €1.088 billion to €1.131 billion. Thus the data suggests
that programming authorities have not planned significant growth in the application of the

' Note that for 2000-06, programmes were not organised around ;'axes’. Nevertheless, the EC already described measures in
the Regulation in respect of the three main purposes that they fulfilled (broadly corresonding to the current axes 1-3). Thus for
this study, the 2000-06 measures were apportioned to axes according to their main purposes as identified in the relevant EC
documents. Details of the allocation can be found in annex 1 to this report. This is the first time that such a comparison has
been made, for all these spending sources across the 2 programming periods.

* Using the mean annual inflation rate for the EU-15 over the period 2000-2006 of 2.071% (Source: eurostat Consumer Price
Index figures)
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LEADER method, between the two programming periods. Dealing separately with LEADER
projects, however (LAG spending on axes 1,2 and 3), the level of total public spend will
increase significantly, rising from around €158m to €6.4bn, between the two periods.®

Table 3.1: Total public and EU expenditure (in € billion) — unadjusted for inflation

AXxis Public expenditure EU expenditure

2000-06 % | 2007-13 % | 2000-06 % | 2007-13 %
Axis 1 32.739 37 48.573 34 19.62 37 30.191 35
(of which LEADER) (0.021) (0.720) (0.015) (0.449)
Axis 2 44.321 50 65.936 46 26.154 50 38.525 44
(of which LEADER) (0.006) (0.250) (0.004) (0.132)
Axis 3 8.237 9 22.961 16 5.274 10 15.066 17
(of which LEADER) (0.131) (5.435) (0.093) (3.3)
4 non-project 1.964 2 1.798 1 1.088 2 1.131 1
Non-axis 0.822 1 2.640 2 0.591 1 1.754 2
Total 88.084 | 100 | 141.908 | 100 52.726 | 100 86.668 | 100

Note: Germany, Spain, UK, Italy, Portugal and Malta have some missing data in 2007-13.

Examining the balance of spending, Axis 2 has the largest share of total public and total EU
funds in both periods, followed by Axis 1 and then Axi