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Foreword

The Joint Research Centre, as the scientific arm of the EC has the role of providing scientific support
throughout all the policy cycle. In this role, the JRC has been providing support using agro-economic models to
the analysis of the Common Agricultural Policy for over two decades. This support has included generating
mid-term projections for agricultural markets and analysing impacts of reforms to the Common Agriculture
Policy (CAP).

With the introduction of the Green Deal and in particular the Farm to Fork and Biodiversity Strategies, the EC
has accelerated the ongoing transition towards sustainable food systems adding complexity to the analysis of
the impact and trade-offs of policies, including the CAP. In this context of more complex policy analysis,
models remain a powerful tool to assess policy impacts on all three pillars of sustainability, provided that
they are integrated and developed in order to capture as much as possible all the aspects related to the
environmental, social and economic dimensions.

The research described in this report provides an example of how some of the targets put forward in those
strategies can be included in the analysis of the CAP using the existing tools, in particular the CAPRI model.
The report focuses on the four most salient targets included in the strategies that affect agricultural
production and explores how to translate them into model features by way of scenario analysis. By running
these scenarios, it provides some insights on the potential impacts the targets could have on the agricultural
sector. In addition, it evaluates the potential of aligning the CAP Legal Proposal (LP) to these targets and
shows the improvements in greenhouse gas emissions, ammonia emissions and gross nutrient surplus that
could be achieved.

The results provided are contingent and bounded by assumptions and model capacities; as any other ex-ante
analysis based on economic modelling they cannot nor should be taken as the precise quantitative impact
that would be realized should the targets be reached. Rather, | see this report as providing two important
types of messages to both the JRC and policy makers and stakeholders.

To the JRC, it highlights areas where we need to focus our efforts as scientists in order to effectively capture
the complexity of the strategies in our modelling. For instance, we need to better incorporate into modelling
the impacts related to pesticides use, large-scale transformation to organic farming, together with other
farming practices and environmental friendly technologies that can accompany the transition. We also need
to incorporate targets put forward in the strategies that are not included in this analysis such as initiatives to
improve the position of farmers in the supply chain, the reduction of food waste and changing diets which are
integral parts of the transition to a sustainable food system. Last, we need to be able to quantify the benefits
the transition will bring to the environment and society at large, as the transition is much broader than the
four evaluated targets.

To the policy makers and stakeholders, it identifies topics where the transition will pose challenges in terms of
impacts to the agricultural sector. These topics will need special attention when making the transition to
sustainable food system happen.

I am convinced that modelling will continue to be a key input in the policy cycle but for this to happen, a
smart implementation of the adequate tools and the constructive collaboration of policy makers working to
design the future EU Food Systems is needed. This approach and dialogue among the different policy makers
has already started. From my side, | can only assure that the JRC, as the support science service, will continue
to improve our capacity to analyse alternatives with its state of the art agro-economic modelling capacities,
facilitating the dialogue with our partners and finding ways forward to overcome current limitations.

Giovanni De Santi — JRC.D Director “Sustainable resources”



Abstract

During the last 30 years, the Common Agricultural Policy has increased the importance given to improving the
environmental and climate performance of the European agriculture, as confirmed by the Future CAP
proposal. Furthermore, the Green Deal strategy outlined a comprehensive approach to facilitate the transition
towards sustainable food systems that links in a holistic approach all actors in the system, a path sketched
out in the Farm to Fork (F2F) and Biodiversity (BDS) Strategies. Reflecting this ambition, this report was a
contribution to the 2030 Climate Target Plan impact assessment, based on one of the main models used by
the European Commission for agricultural policy analysis (the CAPRI model), which can incorporate some of
the policies put forward for accelerating the transition towards sustainable food systems.

The report presents a modelled scenario of an ambitious implementation of the CAP reform proposals to
measure the effects on EU agriculture including four quantitative targets put forward in the F2F and BDS
strategies already reflected in the recommendations of the Commission to the Member States on their CAP
Strategic Plans. These targets were selected as the ones with the greatest potential to affect agricultural
environment and production. Moreover, those are the targets to which the CAP can provide specific
contribution.

The analysis includes a reduction of the risk and use of pesticides, a reduction of nutrient surplus, an increase
of area under organic farming, and an increase of area for high-diversity landscape features. The impacts are
modelled under three scenarios. One is a status quo scenario assuming no change in the CAP compared to its
implementation during 2014-2020. The other two scenarios include a potential implementation of the CAP
post 2020 legal proposal targeting these objectives, both with and without the targeted use of Next
Generation EU funding.

However, the report does not constitute an impact assessment of the strategies as such; the
modelling scope does not include all of the strategies’ measures (e.g. food waste reduction targets, dietary
shifts, organic action plan) which would alter the impacts reported. Not all policies that affect the transition
are captured by this model. Other analytical approaches and tools are necessary to arrive at a more complete
picture of the potential impacts of this transition. As these two strategies propose a comprehensive approach
to move towards sustainable food systems, their inclusion requires additional assumptions to capture positive
synergies between the different initiatives and additional tools to cover the limitations of the modelling
approach used. Therefore, impacts should be considered representing an upper bound of the full impact of the
strategies as they are partial in scope (mainly covering the supply side) and incomplete (as the required
future changes in consumer behaviour are not captured in the model).

Based on the assumptions made and taking into account the limitations of the analysis, modelling results
indicate that reaching these four targets under the current CAP implementation achieves significant
environmental benefits in the form of reductions in greenhouse gases and ammonia emissions as well as
in gross nutrient surplus, though the extent in terms of positive environmental and economic benefits is not
fully quantified. Results also show a decline in EU production and variations in prices and income for selected
agricultural products, albeit in different degrees. This impact can be lowered by approximately one-fifth when
a CAP implementation in line with the 2018 Legal Proposal and targeted to accelerate the transition to
a more sustainable agriculture is assumed. The new CAP implementation also increases the positive
performance of the agricultural sector in environmental terms. In both scenarios, the impacts on international
markets are limited.

In both scenarios, the potential to further reduce these impacts is underestimated by the fact that not
all initiatives, measures and resulting synergies covered by the strategies are considered. For example,
reductions in production associated with shift to organic agriculture could be mitigated with the
implementation of the organic action plan. Lower livestock production could have less impact on prices and
trade when accompanied by a shift towards more plant based diets and the reduction of food waste. The
positive impact could also be enhanced via accelerated technological development and -efficiency
improvements likely to occur by 2030.

Moreover, the exercise assumes that the EU acts alone. Because of this assumption, a significant part of
the gains in terms of emissions in the EU is leaked to other world regions. However, as part of international
climate agreements also non-EU countries have commitments to reduce GHG emissions, incorporating this to
the analysis would reduce the leakage and negative impacts for the EU. Last, the report does not provide
information on all the benefits derived from those targets for both the agricultural sector and the wider
society, as these are not captured in the model. As such, the analysis presented is not intended to be used as
the sole basis for decision-making and it would not be in any case appropriate for this purpose.



The lessons learned from this report are important from a policy perspective. The agricultural sector
will have to go through a challenging transition and this study - with all its limitations — shows the magnitude
of the challenge. The report shows that, when it comes to the supply side, the Future CAP legal proposals
provide opportunities for implementing the production-related targets of the Green Deal. By comparing the
impact of four F2F and BDS strategies’ targets under an unchanged CAP and a CAP reflecting the ambitious
implementation of its reform proposals the report identifies the potential impacts of the Future CAP
proposal with respect to selected environmental indicators, production, income, prices and trade.

However, the report also points towards areas where such a transition faces bigger challenges, for which we
need effective instruments to support the sector during the transition. Some of these instruments are alreadt
the focus of other complementary policy initiatives. Furthermore, it allows the identification of gaps where
additional steps would be needed so that Green Deal targets are met and the transition towards sustainable
food systems accelerated. Finally, the results confirm the need for global solutions to the global challenge of
climate change.

The report also highlights that the current modelling tools need improvements to help us prepare future
impact assessments. Significant gaps exist in capturing in agro-economic models how the demand side of the
food chain would respond to the required changes in demand and the supply side.

Even when the analysis reported focuses on the supply side and captures most of its nuances in a
satisfactory manner, some improvements are needed. For example, additional developments are needed to
capture the positive feedback in yields resulting from the enhanced ecosystem services provided by improved
biodiversity. In addition, while some technologies are captured in the model there are additional measures
that could be introduced to further reduce the environmental impact of production; thus minimizing the trade-
off between meeting targets and production impacts.

In addition, the assumptions about the impacts on farm management and yields of the reduction in pesticide
use and the increase in organic farming do not capture potential beneficial side effects beyond the
agricultural sector (e.g. health benefits). These limitations are partly driven by the lack of comprehensive
farm-level data, which results in the assessment of the relationship between farming activity and the
environment in an aggregated regional level. The Commission’s proposal to move from a farm accountancy
data network (FADN) to a farm sustainability data network (FSDN) will be instrumental in addressing these
limitations as it would allow the better understanding of which practices work best, and within which regional
and sector environment.

As far as the demand side is concerned, this analysis does not incorporate the ambition related to food
waste reduction, the move towards different diets or the demand side promotion of organic and sustainably
produced food. Such changes would require the development of other modelling approaches incorporating
assumptions on future consumer behavioural changes that cannot be captured with analyses of past
consumer behaviour. In this area, data availability is an issue whose resolution would require the cooperation
of the retail and processing industry.

In addition, one also has to consider the magnitude of the scenario shocks (i.e. distance from baseline values
to aspirational targets). Models are calibrated to a common vision of the future and their predictive
performance may be decreased in extreme cases. When dealing with systemic changes, other research tools
such as foresight and propective can be used in a complementary manner to inform some of the parameters
that could reflect novel practices and busness models that could be developed by farmers to adapt to the
new sustainable food systems paradigm

As part of its commitment to provide better scientific evidence for policy making, the JRC is working to
improve knowledge on the effects (including potential co-benefits) of the measures implemented, develop the
model to improve the representation of pesticides and organic farming, and explore avenues to incorporate
the impact of food waste reductions and changes in diets. As for the latter, improvements on environmental
and human health expected from the accelerated shift towards sustainable food systems need to be
quantified using other tools. In addition, a comprehensive assessment should also incorporate a full food
systems approach incorporating other phases of the food value chain and changes in consumer preferences
and behaviour.

The upcoming proposal for a legislative framework for sustainable food systems will require a comprehensive
impact assessment. This impact assessment will have to be able to evaluate the ambition laid down for an
enhanced environmental, climate and health performance of the EU’s agricultural sector as part of the
broader food system. While agro-economic models will be an integral part of the tools for such an evaluation,
the present exercise has identified areas where additional efforts are needed, especially in the need to



capture the environment not only as a restriction for agricultural production but also as an input. The current
modelling approach focuses on the trade-offs between environmental protection and agricultural production
based on past experience, failing to capture the positive synergies that a better environment brings
associated.

These limitations are not specific to the CAPRI model. Other analyses that have looked into the impacts of
some of the initiatives put forward in the strategies using other models (Beckman et al. 2020; Guyomard et
al. 2020) also faced them. Ongoing research and analysis can shed light on more positive synergies
associated with a better environmental footprint, thus improving the capacity of the model to capture the
targets and using additional methods to estimate the benefits.



1 Introduction

As it approaches its 60" anniversary, the Common Agricultural Policy (CAP) remains a cornerstone of
European integration. Like any venerable entity, the CAP has undergone multiple changes during its existence.
In each of its versions, the CAP focused on a set of objectives, mobilised a series of policy instruments, and
allocated budget (Figure 1 and Figure 2). These have evolved from a focus on self-sufficiency and food
security using price support and border protection in the early 1980s, to decoupled support with conditionality
and greening in the 2003 mid-term review and 2014 reform with 15 years of area and animal-based coupled
payments in between. Since 1992, the CAP has also experienced an increase in the number of instruments
and size of budget allocated to them promoting rural development measures (Pillar 1l). During this long
journey the CAP has been transformed into a multi-functional policy, supporting market-oriented agricultural
production throughout Europe, while also contributing to living and vibrant rural areas, and environmentally
sustainable production (EC, 2011).

The complex interaction of agriculture with the environment, and especially its negative externalities, has
been acknowledged in the European policy since the early 1990s. While the first steps were mostly regulatory,
based on setting maximum limits to nitrate emissions, this approach was rapidly complemented by
incorporating environmental concerns into the CAP. Even before the Treaty of Maastricht incorporated the
environment as an official EU policy area, the Green Paper on perspectives for the CAP (EC, 1985a) had
already mentioned the need for agricultural policy to take better account of environmental policy, as regards
both the control of harmful practices and the promotion of environmentally-friendly practices . Contemporary
to this, support for improving the efficiency of agricultural structures allowed member states (MS) to grant
national aid to environmentally-sensitive areas that would contribute to the introduction or continued use of
agricultural production practices compatible with the requirement of conserving the natural habitat and
ensuring an adequate income for farmers (EC, 1985b). However, due to the lack of co-financing up to 1987
and the limited rate (25%) as of 1987 this scheme was not very successful.

Figure 1. The CAP in historical perspective

Praductivity

Competitiveness

Sustainability

CAP reform
2003

Thie Crisis The 1992 Agenda
Years Reform FiH]

CAP Health CAP refori
Check 2003 FilhE]

Markat
orientation
Ower

Food security ST

Reduced
- Deepening
spluses the raform

PIOCEsS

Consemar
CONCams

Envviroament
Pzinforcing

Improving Exploding 2003 Reform Equality

proiuctivity

axpendibre e Rasal

developrent Mew Targeting

Market ncome Canpetiti-
challanges

= [ntemmaticnal - VETHESS
stabilization | fiction SR o Environment Simplification
Incoms = Basdiget rmid
Struchural = developmeant
support TrREE L stabilizakion

Risk manage

Simplification

WTD
compatibility

Source : DG AGRI (2011)

It was with the 1992 McSharry reform that accompanying measures to improve the environmental
performance of the agricultural sector, and support not only the quantity but also the quality of production
were incorporated as part of the CAP (Fernandez-Alvarez, 1997). This reform introduced agri-environmental
measures that were compulsory for MS and voluntary for farmers. Another change in the policy landscape has



been the increased attention being shown to the agricultural sector by other initiatives. As part of cross-
compliance applied to direct payments, the CAP had already included requirements from other pieces of
legislation into its design since the Agenda 2000, and successive reforms of the policy have strengthened its
environmental dimension.

Despite efforts made over the years aimed at reducing the environmental footprint of EU agriculture, and the
measurable impact on some input use and emissions that accompanied past CAP reforms, progress stagnated
in recent years and results were lagging behind EU ambitions, or even legislative requirements. This was
recognised in the Impact Assessment accompanying the legal proposals for the CAP post-2020, and the
subsequent legal proposal put its emphasis on improving the environmental and climate performance of the
CAP. Under the Green Deal, the Commission has put forward additional initiatives which propose specific
targets for the agricultural sector through its Farm to Fork and Biodiversity Strategies (see section 2 for
details). Understanding the potential impact of these targets on the agricultural sector becomes a pressing
issue. As a first step to measure this potential impact and provide evidence to policy makers the adequacy of
existing tools to represent the targets has to be assessed, and potential developments to improve their
adequacy identified.

Figure 2. Historical evolution of CAP expenditure by type of policy instruments (1980-2020)

70 0.7%
EU-12 EU-15 EU-25 EU-27 EU-28

VAN
60

ouftlook

2090 *
2020

0.6%

v
o

- 0.5%

&
(=]

- 0.4%

dd9 40 %

w
o
|

- 0.3%

in billion EUR - current prices

N
o
I

F0.2%

10 - - 0.1%

0.0%

990
1991
1992

993
1994
1995
1996
1997
1998
1999
2000

001

002

003
2004
2005
2020

o
-
o
~N

-

-
I Export refunds [0Other market support [IMarket-related expenditure
I Coupled direct payments [ Decoupled direct payments, excl: EZZAGreening
[Total Rural Development (RD), excl: EZARD environment/climate ——CAP as % EU GDP

*) 2019: budget amounts; 2020: Annex Il Regulation 1307/2013 broken down based on notifications by August 2018 and January 2019, coupled direct
payments including POSEI and SAI direct payment component and Annex | Regulation 1305/2013

Source: DG AGRI - European Commission

As agricultural policy has evolved, so have the models used for its ex-ante assessment. While the JRC uses
multiple agro-economic models to assess agricultural policy at different scales (M’barek and Delince, 2015),
in this report we focus on the Common Agricultural Policy Regionalised Impact (CAPRI) model. This model has
been modified since its origins in the late 1990s to include biofuels, quota systems, non-CO, greenhouse gas
(GHG) emissions and mitigation technologies (Pérez-Dominguez et al., 2016), the carbon cycle (Pérez-
Dominguez et al,, 2020), greening, cross-compliance, inclusion of irrigated agriculture (Blanco et al, 2018)
and several revisions of the representation of the nitrogen cycle (Ozbek et al., 2015). It has also been used for
policy evaluation in the last two CAP reforms, in terms of both market and environmental impacts.

The potential to incorporate environmental and climate aspects into policy analysis using CAPRI is also
reflected in the fact that as early as the 2015 mid-term outlook (after only five editions of this exercise), the
environmental and climate impacts of agriculture were incorporated based on this model. First focusing on
GHG emissions from the dairy sector in a dedicated box, since 2016 it constitutes a specific chapter on
environmental aspects including GHG, ammonia, nitrogen surplus, biodiversity, soil erosion, and environmental
footprints.



The increased pace at which the CAP is moving towards a multiple-objective policy and towards a broader
food systems approach requires that models are further adapted. The recent assessment of model capacities
undertaken within the SUPREMA project (Jongeneel and Gonzalez-Martinez, 2020) highlights the challenges
ahead. Particularly relevant for the topics in this report, they highlight that for biodiversity ‘the models .... are
in general weak with respect to the extent that they include biodiversity and landscape issues’. There is a
tension between the complexity of modelling ecological processes, which often have a strong spatial nature
and where localised contexts are important, and the EU-wide coverage requirement for EU policy support
models. These are not the only limitations identified that prevent CAPRI from fully capturing the shift towards
a broader food systems approach put forward by the Commission. For example, the model has a very limited
representation of the functioning of the supply chain (limited in most cases to raw products or primary
transformation), which fails to capture adaptation to market shock via its restructuring. Moreover, dietary
changes, animal welfare and health issues are not included in standard applications of the model and can
only be introduced as informed changes in selected parameters.

In this report rather than trying to develop the perfect tool to accurately forecast the impact of these policies,
an objective that might be impossible to achieve, we focus on showing what can currently be done and what
needs to be improved with CAPRI, which is one of the models that participated in SUPREMA. Thus, the report is
focused on what we can quantify with the current status of the CAPRI model, how this can be done and what
would be missing to achieve a comprehensive representation of the instruments and targets the Commission
is putting forward.

The rest of the report is structured as follows. In section 2 there is a brief description of the main components
of the three key Commission initiatives which will have a significant impact on the agricultural sector. These
initiatives are the legal proposals for the CAP post-2020 (EC 2018a, b and c), the Farm to Fork Strategy (F2F)
(EC 2020b), the Biodiversity Strategy (BDS) (EC 2020c). Section 3 provides an overview of the CAPRI
modelling system and the two approaches used to capture the impacts of the new environmental and climate
ambition that are put forward in the new initiatives: exogenous targets and endogenous technologies. In
section 4, we provide details on how these two approaches are implemented to capture four of the targets set
in the F2F and BDS in relation to the agricultural sector, and the measures potentially promoted by the CAP
Legal Proposal (LP). Section 5 shows the results, in terms of economic, environmental and climate impacts
that can be derived from the simultaneous implementation of these targets, as scenarios in the CAPRI model.
Three different scenarios are considered, representing the four selected F2F and BDS targets combined. In
one case, potential implementation of the CAP LP! with increased environmental and climate ambition is
added to the targets, and in another the potential impact of the Next Generation EU (NGEU) is added. In
section 6, we highlight the limitations faced when using the current CAPRI model to assess policy initiatives
that introduce the new objectives, policy instruments and performance indicators and sketch ways to improve
the model to overcome these and move towards approaches that better capture the nuances of the policy
initiatives and when assessing the expected outcome of their implementation. The technical report closes with
some preliminary conclusions that can be derived from this exercise.

A word of caution for the reader. In view of the limitations mentioned above. This technical report is not
intended to be in any way a formal impact assessment (in the meaning of Better Regulation) of the F2F and
BDS strategies or the CAP LP. The CAP LP already was subject to a formal IA in 2018 and the F2F and BDS
strategies are much broader than the four targets modelled. Moreover, some of the targets relate to areas for
which the CAPRI model has not been explicitly developed nor those the baseline explicitly incorporate full
compliance with existing legislation (e.g. nitrates directive). Quantitative results should be regarded merely as
a first rough indicative estimate of potential impacts, while the actual impacts of Farm to Fork Strategy, the
Biodiversity Strategy and the Climate targets may differ considerably from the projections made in the
framework of this report. In particular, impacts on production can be overestimated as positive co-benefits of
reaching some of the targets are not incorporated into the modelling assumptions. Rather it showcases the
current capacity of the CAPRI model to address these issues and highlights the improvements needed to be
able to better understand the impacts of such initiatives. In view of the current limitations of the CAPRI model,
the magnitude of the specific findings on activity levels, trade flows, income and environmental indicators
should not be taken as definitive in absolute terms. They are a qualitative indication of the potential direction
of the impacts and highlight the need to better understand the relationship between the increased
environmental and climate ambition and the other CAP objectives. Under no circumstances should are they

e The CAP LP leaves ample leeway for MS to design Strategic Plans combining multiple interventions to achieve the common
objectives put forward (see section 2). At the time of writing little is known as regards how these plans will finally conclude so
assumptions are an unavoidable step in order to model the CAP LP at this stage.
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provided or should be understood as a definitive guidance for decision or policy making process.
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2 Reinforcing environmental and climate targets in EU policy for the
agricultural sector

2.1 The CAP post-2020 legal proposals

The latest step in the development of the CAP has been the legal proposal (CAP LP) tabled by the Commission
in June 2018, as part of the proposals for the new Multiannual Financial Framework. These proposals consist
of a package of three Regulations addressing the CAP Strategic Plans; the financing, management and
monitoring of the CAP; and the common organisation of the markets (EC 2018a, b and c). The proposals are
an attempt to provide the right tools to help the sector respond to emerging economic, environmental and
social challenges with a new, simplified and modernised CAP. There are several key ideas behind the proposed
new CAP which can be summarised as:

= simplified management of CAP support for both farmers and implementing authorities;

= amove from compliance to results and performance;

» increased flexibility in terms of both instruments and implementation, to achieve common objectives;
= increased ambition of the CAP, in particular with regard to environment and climate;

= aframework of checks and balances to guarantee the ambition is delivered; and

= overall modernisation of the CAP.

In the interest of sustainable development, the proposed modernised policy is designed to tackle nine specific
objectives (Figure 3) covering economic goals (ensuring a fair income to farmers; increasing competitiveness);
environmental and climate goals (climate change action, environmental care, preservation of landscapes and
biodiversity), social goals (generational renewal, rural development, animal welfare) and others targeting the
different agents in the food system (rebalancing power in the food chain, and protecting food and health
quality).

To accompany and enable the implementation of these ideas and objectives, the CAP LP foresees a new
delivery model whereby the roles and responsibilities of the different administrations are clearly defined. The
Commission proposals lay down the objectives of the policy, the types of interventions that can be funded
(Table 1) together with basic general principles guiding them, and the rules for performance assessment. The
MS will assess the needs against the objectives based on territorial and sectoral SWOT analysis and design
and develop the interventions needed to address them, as part of a Strategic Plan. The MS will tailor the
details of the interventions to their specific situation (eligibility criteria, support rate). They will also establish
quantifiable targets, based on the results and objective indicators provided in Annex | of EC (2018a). These
CAP Strategic Plans (CAP SPs) will cover both Pillars of the CAP to allow for a more integrated approach in
policy design. As such, the CAP SPs will replace the three planning documents currently used for the CAP:
notifications for direct payments, including greening options and good agricultural and environmental
conditions (GAECs), and strategies for sectorial programmes and rural development programmes.

Figure 3. The nine CAP objectives
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Table 1. Interventions provided by the CAP Legal Proposal

Pillar I (*) Pillar Il (%)

Basic income support for sustainability Payments for environment, climate and

other management commitments

Complementary redistributive income support for | Payments for natural constraints or other

sustainabilit ) . .
y region-specific constraints

Complementary income support for young farmers Investments

Coupled income support Risk management tools

Sectoral interventions Cooperation

Eco-schemes Knowledge exchange and information

(Y)  Chapters Il and IIl in EC (2018a)
(3) Chapter IV in EC (2018a)

Source: EC (2018a and d)

Focusing on the enhanced environmental and climate ambition, the CAP LP changes the green architecture
(Figure 4). The new architecture assures the provision of such enhanced ambition, by increasing the
mandatory layer of the policy (enhanced conditionality), retaining ring-fencing of 30% of Pillar Il funds for the
environment and climate, and by introducing of eco-schemes under Pillar I. In addition, the green architecture
should be designed to seek synergies between the different levels, in particular conditionality and voluntary
interventions, but also include horizontal measures such as cooperation and knowledge exchange and
information.

The enhanced conditionality is reflected in the enlargement of the list of Statutory Management
Requirements (SMRs) to include relevant provisions of the Water Framework Directive on controls of water
abstraction and diffuse pollution by phosphates, the Sustainable Use of Pesticides Directive and the
Regulation on transmissible animal diseases. In addition, the list of GAECs is reshuffled and streamlined. The
former greening commitments are included as part of the new conditionality, in a strengthened form (GAECs
1, 8,9 and 10) and two new GAECs are included to cover the protection of peatlands and wetlands (GAEC 2)
and the use of a Farm Sustainability Tool for nutrients (FAST) (GAEC 5).

The other instrument enabling the implementation of an enhanced environmental and climate ambition in the
CAP LP is that of eco-schemes (ECS). These measures, which are mandatory for MS but voluntary for farmers
provide a payment against the implementation of specific practices. ECS allow Pillar | funds to be used to
achieve environmental and climate objectives going beyond existing EU legislation, the new conditionality as
well as national or regional legislation. As the Pillar | direct payments constitute the largest proportion of EU
spending, eco-schemes can be a more ambitious way to refocus EU funds on environmentally and climate-
friendly agriculture, rather than primarily on income support as in the past. Also, there is a legal right to
receive the payment, so there is no possibility of exclusion of farmers who are eligible for and willing to adopt
them, as it has been the case with agri-environmental and climate measures (AECMs) in the past (Lampkin et
al.2020).
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Figure 4. Green architecture in the CAP LP
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The CAP LP was tabled by the Commission before the Green Deal was adopted by the von der Leyen
Commission as one of its six priorities of the new Commission. The adoption of the Green Deal included two
key strategies with clear linkages with the agricultural sector and quantitative targets for some aspects of
agricultural activity, the Farm to Fork and Biodiversity Strategies (see Section 2.2.). In the approach of the
Commission, for the achievement of the targets set in the strategies and the transition to sustainable
agriculture and a sustainable food system, the CAP support to farmers will be essential. Recognizing both the
asynchronicity between the CAP LP and the strategies and their close interlinkage. Together with the adoption
of F2F and BDS in May 2020, the Commission evaluated the potential contribution of the CAP LP to the Green
Deal (EC, 2020a). In the document, the Commission concludes that under certain conditions the CAP LP is
compatible with the Green Deal and associated strategies having the potential to accommodate their
ambition. To ensure this, the proposal should maintain some key elements during adoption by the co-
legislators (e.g. compulsory inclusion of ECS in CAP SPs, maintaining the enhanced ambition of conditionality)
and could include some additional aspects (e.g. recommendations and minimum budget for ECS) to ensure
compatibility.

While the components are in place to achieve the new CAP objectives, the path towards a successful
implementation is not an easy one. Acknowledging the right direction taken by the proposal, several authors
have identified risks that might prevent achieving the expected outcomes. Garcia and Folkerson (2020)
highlight the tight deadlines for the roll out of the approach, and Rac et al. (2020) have doubts about MS
willingness to embrace the paradigm shift and the capacity of the Commission to enforce it. Meanwhile,
Sumrada et al. (2020) argue that current practices by MS with regards to prioritising biodiversity in CAP
planning shows that merely extending the existing programming system to the full range of CAP instruments
will probably not be sufficient to establish a more successful policy. In line with EC (2020a), they recommend
that adequate safeguards and incentives are also included to improve the quality of programming and
integration of biodiversity policy. Dupraz and Guyomard (2019) also believe that short-run political pressures
could lead to limited environmental ambition in a significant number of MS. Other authors have more
negative views on the proposal. For example, building on the opinion of the European Court of Auditors that
the proposal lacks a longer-term vision for EU agriculture taking account of climate and environment, and
that it seems to lead to a weakened accountability framework (ECA, 2019), Pe’er et al. (2019) claim that,
although the proposed CAP claims to better address key societal challenges, the CAP post-2020 is unlikely to
improve its performance toward environmental, economic and social sustainability, and may even risk
expanding harmful subsidies. Also, Scown et al. (2020) highlight that only a significant reallocation of funds
can support reversing the current trends regarding environmental degradation and GHG emissions and that
the current proposals it is highly unlikely that these measures will produce a substantial reallocation of
payments. While the future will reveal whether the various institutions at EU, national and regional level will
be able and willing to deliver on the stated ambitions, the tools to reach this ambition are in principle
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available in the CAP LP.

While the details of implementation of the CAP LP to reflect a higher environmental and climate ambition are
provided in section 4, the main aspects of this reform that are captured in CAPRI relate to budgetary
allocations between measures (i.e. share of direct payments budget for ECS; share of Pillar Il budget for
AECMs) and to measures or practices that are included in the various steps of the green architecture.

2.2 Farm to Fork and Biodiversity Strategies

The adoption process for the CAP post-2020 proposal was still on-going when the von der Leyen Commission
took office and the president-elect announced the proposal of a European Green Deal in her speech to the
European Parliament presenting her political guidelines. The proposal took form in December 2019 when the
Communication on the Green Deal was adopted (EC, 2019). Considering the Green Deal as the EU roadmap
for implementation of the United Nation’s 2030 Agenda and the Sustainable Development Goals, it influences
the decisions on the new CAP.

The Green Deal includes two key strategies: Farm to Fork Strategy (F2F) and Biodiversity Strategy for 2030
(BDS) (EC, 2020b and 2020c). Commitments and objectives announced in these strategies require
adaptations along the entire food chain starting from the farming, food processing and retail sectors, and
ending with food services, procurements and consumption patterns. The F2F strategy aims to make food
systems fair, healthy and environmentally-friendly. At its heart addresses the challenges of enhancing the
positive and reducing the negative environmental impacts of farming, promoting sustainable and socially
responsible production methods, access to sufficient, nutritious and sustainable food and healthy and
sustainable food consumption. In particular, to foster positive environmental and climate effects from food
production, the Commission proposes to provide farmers with incentives for enhanced carbon sequestration,
support market adoption of energy efficiency solutions and facilitate placing on the market of sustainable and
innovative feed additives. Furthermore, to improve the 