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EXECUTIVE SUMMARY

| Introduction

The document which follows incorporates the discursive elements of Deliverables
4.1, 4.2, and 5.1. The databases which are associated with D4.1 (planned
expenditure) and D4.2 (actual expenditure) form Appendices 1 and 2. This is a
revised version of a report previously submitted in June 2009.

This report addresses one of the RuDI project objectives, which is “to assess
expenditure patterns and compare them with priorities”. It takes as its starting point
one of the findings of Workpackage 1*; which was that programme documents rarely
present a clear unambiguous statement of Rural Development priorities, or the
relative importance of different priorities. Programme budgets, and profiles of
planned and actual expenditure are potential sources of further insights into the
programme objectives and priorities of different MS and regions.

Workpackage 2 (Dwyer et al 2009) has shown that translating background rural
development aims into specific programmes is a complex and contested process. It
is also subject to a variety of constraints, both inherent within the Regulation, and
contingent upon national or regional context. Overall programme budgets, and
planned or actual expenditure profiles, (at both national and regional levels) are a
window onto the outcome of this process, and the extent to which priorities have
been translated into programme activity. However it is important to remember that
guantitative analysis of budgets and expenditures cannot translate directly into a
representation of policy objectives. Financial outcomes reflect a range of national or
regional factors and compromises, including those associated with policy heritage,
and governance structures. For a more comprehensive discussion of these
gualitative aspects, which cannot be adequately represented in the mainly
guantitative approaches employed below, see Dwyer (op cit).

More specifically this report seeks to address three research questions?:

A. What can planned expenditure profiles tell us about the real priorities for Rural
Development programmes in different MS and in different regions?

B. What can these patterns tell us (if anything) about the potential contribution of
Rural Development expenditure to EU Territorial Cohesion objectives?

C. What can patterns of under-/overspend (in the 2000-06 programme) and of actual
expenditure during the first two years of the current programme, tell us about
absorption capacity, demand, and “programme start-up difficulties” for different
kinds of intervention?

It does this primarily by setting out factual information regarding:

The size of the rural development budget in each Member State (MS) and
(where appropriate) in each programme region.

The distribution of planned expenditure between the different measures, and
broad “themes” of intervention.

! Deliverable 1.2 Section 4.4.
% Based upon the Objectives of WP5 (DOW p 27).



The “intensity” of the planned rural development expenditure, in relation to the
size of the beneficiary population, area, and the economic size of agricultural
industry.

The degree to which actual expenditure patterns in the early years of the
programme have followed the pattern set out in the planned expenditure
profiles for the period as a whole.

A broad overview of the way in which RDP expenditure plans reflect, and
interact with, national programmes, which may supplement or complement
the European programme.

In order to retain clear links to the empirical evidence the main body of the report is
structured around the above five empirical issues. However, in order to draw together
and reinforce the conclusions, this Executive summary will (after a brief explanation
of data sources) present findings according to the three research questions.

[l Data Sources and Database Structure

The first version of the planned expenditure database (Appendix 1, D4.1) was based
upon data supplied by DG Agriculture in September 2008. The current version
utilises slightly updated information extracted from Chapter 4 of the 2009 edition of
Rural Development in the European Union (EC 2009). The database (Appendix 1) is
presented in the form of fiches, one for each MS, in which the rows represent
individual (and groups of) measures, and the columns are defined by sources of
funding (EARDF, Other Public, Private and Total).

The first version of the actual expenditure database (Appendix 2, D4.2) was based
upon several sources, including Clearance of Accounts tables, and was rather
incomplete in its coverage. The current version derives from the more complete and
up-to-date tables provided in Rural Development in the EU 2009, (ibid) and is
presented in a very similar format to that of Appendix 1.

Previous editions of the same report (EC 2006, 2007b, 2008b) have also been drawn
upon in various sections of this document. RuDI project partners provided both
additional data from national sources, and qualitative descriptions of the national
policy contexts. This information is contained within a series of (unpublished) national
reports.

Research Question A: What can planned expenditure p  rofiles tell us about the
real priorities for Rural Development programmes in different MS and in
different regions?

An analysis of the balance between (planned) expenditure on “sectoral” and
“territorial” measures shows that the former is dominant in all MS. However
the Netherlands, and Malta stand out, allocating around 40% of planned
expenditure to territorial measures. Estonia, Malta, Latvia and Germany all
plan to spend 25% or more on territorial measures. At the other extreme,
Belgium and Luxembourg allocate more than 90% to sectoral measures, and
Cyprus, Finland, France, Portugal , Slovakia and the UK all allocate more
than 85%. On average the EU27 allocate 18% to territorial measures, the
EU15 a little over 15% and the NMS12 21.5%.



A thematic classification of measures, based upon one used by the
Commission, is presented. Individual measures are grouped into 9 types,
which in turn are classified under four broad themes:

- Primary Sector Competitiveness

- Agri-Environment and Forestry

- Human Capital and Local Capacity

- Wider Rural Development

Analysis of planned expenditure shows that across the EU27 as a whole
almost 40% has been allocated to measures to promote “Primary Sector
Competitiveness”. One third has been allocated to “Agri-Environment and
Forestry”, whilst “Human and Local Capacity” measures receive 15%, and
“Wider Rural Development” almost 13%.

18 Member States allocate Primary Sector Competitiveness the largest share
of discretionary expenditure, whilst 7 major on Agri-Environment and
Forestry. The remaining two MS plan to spend most on Wider Rural
Development.

The EU15 differ from the NMS12 in that; the former allocate more to Agri-
Environment and Forestry, and Human and Local Capacity, whilst the latter
use a higher share of their budget for Primary Sector Competitiveness and
Wider Rural Development.

Although the relative scale of expenditure is not necessarily a sure guide to
the relative weight of different “themes”, the above findings provide some
broad insights into the priorities of the various national and regional Rural
Development Programmes.

Research Question B: What can these patterns tell u s (if anything) about the
potential contribution of Rural Development expendi ture to EU Territorial
Cohesion objectives?

Patterns of planned total expenditure for the 2007-13 period reflect two main

sources of variation:

() The initial allocation of EAFRD funds to the Member States in
September 2006 reflecting (to some extent at least) patterns of “need”,
as defined by Convergence Region status, and other “objective
criteria”.

(i) Levels of other public and private funding, determined both by
statutory co-funding ratios (which vary by measure) and the extent to
which public and private resources are available to supplement the
EARDF resource. These reflect “ability to pay” rather than “need”.

In the final distribution of planned expenditure, “ability to pay” seems to have
substantially moderated the effect of the initial (weak) resource targeting.
Thus total planned expenditure for the EU15 was almost three times the size
of the EAFRD allocation, whereas in the NMS12 the overall budget was less
than double their allocation.

At an individual MS level the “leverage effect” varied from a factor of 9 (in
Belgium), to less than 1 in 12 MS, (most of which were NMS). As a result all
EU15 MS except Ireland and Portugal have a larger share of total planned
expenditure than of EAFRD allocation. Collectively their share rose from 59%
to 68%. By contrast all NMS have a smaller share of total budget than
EAFRD allocation. Overall their share fell from 41% to 32%.

Vi



Rates of “co-funding” vary considerably between measures. It is arguable that
some measures in Axis 2 which are designed to incentivise the provision of
public goods, have levels of payment which effectively require “hidden co-
funding” from farmers. For this reason comparisons between axes or
measures may be more valid if private expenditure is excluded.

The regional patterns of planned expenditure for Italy, France Germany and
UK are presented, highlighting both between-country and within-country
differences in the role of different funding sources.

Research Question C: What can patterns of under/ove  rspend (in the 2000-06
programme), and of actual expenditure during the fi rst two years of the current
programme, tell us about absorption capacity, deman d, and “programme start-
up difficulties” for different kinds of interventio n?

Analysis of EAGGF Guarantee expenditure during the 2000-06 period
showed that deviations from budget tended to be smaller for measures which
fund area/headage payments. Deviations were greatest for those voluntary
measures for which it is difficult to forecast likely demand.

The analysis also suggested that longer established measures were more
likely to be “over-subscribed” than newly introduced ones.

However these broad generalisations mask a considerable degree of
variation between Member states, presumably (among other things) reflecting
the local policy context.

Early expenditure within the new Programming Period has been at lower
levels than planned. On average (across the EU27) during the first two years
of the programme, less than half (46%) of the planned expenditure has been
spent. In the EU15 the proportion is almost 60%, but in the NMS12 it was only
26%.

Early spending has been strongly dominated by measures within Agri-
Environment and Forestry theme. A few MS (Bulgaria, Greece, Slovakia) had
effectively not begun to spend (by the end of 2008) outside this group of
measures. At the other extreme a handful (notably Estonia, Hungary and
Poland) have had a more balanced profile, and have spent significant
proportions on Human and Social Capital. Only in Denmark has Wider Rural
Development expenditure reached 10%, though Germany is close behind
(9%).

Measures in the Rural Diversification and Quality of Life groups (Axis 3) have
been the slowest to begin to be implemented, especially in the NMS12.
Surprisingly, two established groups of Axis 1 measures, Physical Capital,
and Quality and Marketing, have also spent less than 5% of their 2007-13
budget.

Some Final Comments:

Planned expenditure profiles provide insights into comparative patterns of Rural
Development programme priorities, which (although not definitive) go some way
beyond the to-often vague text of the Programme documents (Deliverable 1.2). This
picture has been shown to be one of considerable complexity, both at a Member
State level, and (where applicable) a regional level. Nevertheless there is also a
strong element of stability, and in terms of the different themes discussed above, it is
less “balanced” than many would consider desirable. On the positive side, there is
also scattered evidence of innovation, especially in those Member States in which
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the implementation of regional programmes has encouraged or allowed fresh
approaches to be considered. The above conclusions are broadly comparable with
those elucidated in the report on WP2 (Dwyer et al 2009).

The analysis of expenditure patterns in the past programming period has revealed
various patterns of under- and over-subscription which provide hints relating to
implementation issues and absorption capacity for different forms of intervention.

Expenditure under the new programme so far has been rather slower than
anticipated, except for those measures which are in effect continuing on from the
previous period, and are in any case relatively simple to administer. Again this
reflects on implementation (start-up) and absorption capacity issues. However it
would not be fair to judge the new programmes, or the relative effectiveness of
different groups of measures in addressing different priorities, on the basis of
expenditure data so far available.
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1 INTRODUCTION

With the European Agricultural Fund for Rural Development (EAFRD) the European
Commission and Council are supporting a more strategic and objective-led approach
to rural development policy for the period 2007-13. However, detailed policy
instruments remain largely unchanged since the early 1990s and detailed
understanding of their impacts remains partial. A number of studies have raised
concerns about the potential mismatch between measures and rural development
goals and priorities. The RuDI project aims to improve our understanding of the
processes and structures underlying the formulation, implementation and impacts of
European rural development policies. It examines priority setting, design, targeting
and delivery processes of the 2007-13 programming period. The project will address
the question of how best to assess the impact of rural development policies at all
relevant levels and across the diversity of rural Europe.

The specific objectives of RuDI are:

0 To better comprehend the importance and role of rural development (RD) in
Europe

0 To provide a comparative analysis of the economic, social and environmental
context for rural development

0 To better understand policy design and delivery and their influence on
performance

0 To assess expenditure patterns and compare them with priorities

0 To verify the intervention and impact logic of RD policies

o To identify emerging and potential effects of RD policy beyond the Common
Monitoring and Evaluation Framework (CMEF) of indicators

0 To elaborate an enhanced integrated methodology for evaluation

o0 To validate the methodology and findings through in-depth case studies

o To provide recommendations for better targeting and better monitoring and
evaluation, in policy making

This document seeks to address the fourth objective. It seeks, first of all, to answer
simple factual questions about the size of the rural development budget in each
Member State (MS) and (where appropriate) in each programme region, the
distribution of planned expenditure between the different measures, and broad
“themes” of intervention. Such patterns can help to shed some light upon the
priorities of the different MS and regional authorities. They may also, of course reflect
differences in the “needs” of different rural environments, and it is important,
therefore, to consider the “intensity” of the planned rural development expenditure, in
relation to the size of the beneficiary population, and in relation to some measure of
“need” or potential. This takes us into the difficult but (politically) increasingly
important realm of “targeting”. Although it is rather too early in the programme cycle
to say anything detailed or conclusive about rates of under-spend or over-
subscription in relation to different measures or broader intervention themes, it is
nevertheless important to include a preliminary discussion of these, since they may
shed light upon differences between priorities in planned expenditure and real
“demand” for rural development intervention. Finally, as earlier workpackages have
emphasised, CAP Pillar 2 Rural Development Programmes (RDP) do not operate
within a policy vacuum. RDP expenditure plans often reflect, and interact with,
national programmes, which may supplement or complement the European
programme. Clearly it is very difficult to “draw the line” around relevant national policy
expenditure, but the analysis below is intended to provide a broad overview of the
way in which the 2007-13 programmes fit into this broader policy context.



In the Description of Work (D.O.W.) the above issues are covered by two
workpackages, (4 and 5). The distinction between the two is that WP4 is intended to
focus upon describing patterns of expenditure, whilst WP5 is more concerned with
what may be deduced in terms of targeting in relation to objectives, needs/potential,
and demand. The two deliverables associated with WP4 (D4.1 and D4.1) both
comprise two components, a database of expenditure (4.1 Planned expenditure, and
4.2 Actual expenditure), and a descriptive report. Deliverable 5.1 is envisaged as a
discursive report, summarising the analyses of these database in relation to
objectives and targeting. In reality we have found that the latter discussion depends
so much upon the evidence base provided by the former, that it will be more
convenient to the reader if the textual deliverables for WP4 and WP5 are merged
within a single report. The “database” components will be delivered in the form of a
series of standard tables in PDF format.

This document is an updated version of a report delivered in June 2009. The
timetable in the RuDI Description of Work (p17) envisaged an update of the WP4-5
deliverables, to reflect the availability of more recent data, to be completed by the
end of Year 2 of the project. In fact the required actual expenditure data (EC 2009)
was not published until in December 2009, and this update has been produced
during January 2010.



2 THE STRUCTURE OF THIS REPORT

The first substantive section of this report (Section 3 ) describes the sources of data
used and the structure of the databases which have been constructed. Section 4
describes the distribution of planned expenditure (2007-13) between MS and
between Programme Regions (within those MS which have regional programmes). It
also shows how the addition of “other public’ and private funding shifted the
distribution away from the original pattern of allocations of EAFRD resource. The
following section (Section 5) , provides an analysis of the “intensity” of expenditure (in
relation to various denominators, such as agricultural area, number of holdings, size
of farm labour force, or economic size) in different MS. Section 6 looks in greater
detail at each programme’s profile across the measures, and presents a simple
typology of programmes. This is followed (Section 7) by a consideration of the issue
of geographical targeting of expenditure, using data from the MS with regional
programmes, together with (partial) information on regional allocation within national
programmes. In Section 8 CAP Pillar 2 expenditure is placed within the context of
available information on other (national) rural development expenditure. Section 9
presents available information on patterns of actual expenditure in the early years of
implementation, as indicators of the degree to which the RDPs have succeeded in
matching “demand” or absorption capacity for different forms of intervention. The final
section (Section 10) of this report summarises the findings so far, and presents
some broad conclusions relating to the overall objective of WP4-5, which is to
explore patterns of expenditure as a “means of verification of the appropriateness of
rural development policy implementation.” (RuDI DOW p 13)



3 DATA SOURCES AND DATABASE STRUCTURE

3.1Rural Development Programme (2007-13) Budget Da ta

The main source of data used in the creation of the initial version of the D4.1
database was an Excel spreadsheet sent by Didier Bonaert, DG Agriculture, Unit F2
on 17/09/08. In January 2010 the database was updated, on the basis of data which
became available in December 2009, in Chapter 4 of the Commission publication
“Rural Development in the European Union 2009” (EC 2009). The 2009 data reveals
small adjustments in the budgets of 14 MS, but an overall change of less than 1%?°.

In order to render this information more accessible it has been presented in a number
of “fiches”, one for each Member State (MS) and one for each regional programme.
The rows in these fiches are the individual measures, together with subtotals for each
axis and “theme”. The titles of the “themes” are those given in the Commission
Factsheet “The EU Rural Development Policy 2007-13" (EC 2007a). The columns of
the fiche provide information on the measure numbers and names, and the profile of
the budget by source. The layout of this standard fiche is illustrated in Figure 1. The
standard fiches are presented in a .pdf file (Appendix 1). They are also available in a
series of Excel spreadsheets.

This database forms the source for much of the analysis in the rest of this report.
Various extracts, summaries and analyses are incorporated within the text as tables,
diagrams or maps, as appropriate.

Additional data relating to expenditure under the 2000-06 programme has been
extracted from the 2006 and 2007 editions of Rural Development in the European
Union (EC 2006, EC 2007b).

3.2Information Collected by the RuDI Partners from various Member
State Sources

The project partners have provided information for the MS for which they are
responsible, including figures for Article 89 funding (national funding which is
additional to the required co-funding percentage), regional allocations within national
RDPs, and expenditure on “parallel” nationally funded policies. These data proved
too fragmentary to be incorporated in the above database and they are therefore
reported in tabular format in sections 7-9 of this report.

® The largest changes were in Greece (-10%), Latvia (-7%) France and the and Czech
Republic (both -5%). Increases were shown by Finland (+5%), and Finland/UK (both +3%).
On average (across the EU27) these adjustments resulted in an overall reduction of 0.6%.
Across the axes there was a net gain for Axis 2 (+0.2%) partly at the expense of Axis 1 (-
0.6%) and Axis 3 (-0.2%).



Source: Rural Development In the Ewrapean Unjon 2009 Table £.3.1

Million Euros

Code|Theme and Measure Names EAFRD‘ Other Public Private‘ Total
Axis 1
11 [Human resources:
111 ["/ocational training and informstion actions 10058 B705 2110 18687 3
112 [voung farmers 28620 214248 156246 BAa7.0
113 |Early retirement 2h3545 1,190.4 0o 38249
114 |lUze of farm advizory services G581 3990 3616 1487
115 |Setting up of farm management, relief and advisory and forestry advisory services 108.3 ira 1437 3294
7.269.6 4,479.9 2,268.7 14,018.2
12 [Physical capital:
121 |[Farmiforestry investments QG724 5594058 237679 393801
122 |mprovement of economic value of forests B53.3 IME 9359 19318
123 |Processing and marketing 55156 3.344.0 190249 270446
124 |Co-operation for innovation 384 2430 2832 8447
125 | Agricutturalforestry infrastructure 48771 27248 12663 88682
126 |Restoring agricuttural production potertial 3916 2316 496 E72.8
21,428.5 12,834.8 45,388.8 79,652.2
13 [Quality of agricultural production and products:
131 [Mesting standards temporary support 8e.7 491 303 165.1
132 |Food gquality incertive scheme 3k2 2433 1397 F09.2
133 |Food gquality promation 2094 176.0 2283 B13.7
621.4 168.4 398.3 1,488.0
14| Transitional measures:
141 [Semi-subsistence (only for nesw MS) 9153 2568 0o 11721
142 |Setting-up producer groups Conly for nesw MS) 3344 106.5 0o 4409
143 |Direct Payment (BG + RO 138 329 0o 164.7
1,381.5 396.2 0.0 1,777.7
Total Axis 1 30,7011 18,179.3 48,055.8 96,936.2
Axis 2
21 [Sustainable use of agricultural land:
211 |Mourtain LF & 5081.7 46519 oo 10E336
212 |Cther aress with handicaps E703.5 46089 oo 11,312.4
213 |Matura 2000 agricultural sreas 461.6 2023 oo 7538
214 | Rgri-ervironment 204907 148933 1735 55575
215 [&nimal welfare (compulzory) 3812 3712 48 T2
216 [Support for non-productive investments 4R7 9 453 4 434 B 13758
34,456.6 25,271.0 612.9 60,340.4
22 |Sustainable use of forest land:
224 |afforestation of agricutural land 23951 12260 5791 42002
222 |sgroforestry establishment 150 71 a9 320
223 [afforestation of non-agricuttural land 36749 2281 1807 7h37
224 [Matura 2000 forest areas 108.3 424 0o 150.5
225 [Forest environment 263.4 1732 6.4 443.0
226 |Restoring forestry prodution potential 14861.0 G064 3050 279548
227 |Support for non-productive investments 8036 650 21248 15810
5.504.4 3.,125.2 1,296.6 9,926.2
Total Axis 2 39,960.9 28,396.2 1,909.5 70,266.6
Axis 3
3 [Economic diver sification:
311 |Diversification to non-agricuttural activities 14096 845 2R55.1 49522
312 [Support for micro-enterprises 217948 8e0.4 30612 61211
313 |[Encouragement of tourism activities 13073 B252 118445 anzao
4,896.3 2,390.1 6,903.9 14,1903
32 [Quality of life:
321 |Basic services for the rural economy and population (=etting up and infrastructure) 27139 1,205.0 1061.0 49799
322 |Renovation and development of vilages 30093 1,147 9 7216 48787
323 |Protection and conservation of the rural heritage 12867 64 2 435.4 25863
7.009.8 3.217.1 2,218.0 12,4449
33-34|Training, skills acquisition and animation:
331 [Training and information 136.9 114.0 368 2877
341 |Skills acquisition, animation and implementation 1597 1166 44 4 3208
296.6 230.6 81.3 608.5
Total Axis 3 12,202.8 2,837.8 9,203.1 27,243.7
Axis 4
41-43 [Local Development Strategies
411 |LEADER (Axiz 1) 4577 2736 7625 14938
412 |LEADER (Axis 2) 161.4 138.5 101.9 401.7
413 |LEADER (2XIS 3) 37722 22395 38501 0.861.8
421 |Cooperation Projects 2801 188.5 0.3 5588
431 |Skills and animation of LAGS a01.5 £13.0 51.3 14658
Total Axis 4 5.572.8 3,3534 4,856.0 13.782.0
511 |Technical Assistance 15255 10539 [URn] 259794
611 |Direct Payments (B3, ROY? E45.6 161.4 0.0 207.0
Grand Total 91.008.7 56,981.6 64,0245 212,014.8

Figure 1: Layout of the Standard Fiche




4 CAP PILLAR 2 PLANNED EXPENDITURE: A. PATTERNS BY MS AND BY
PROGRAMME REGION

4.1 The EAFRD Allocation by Member State

The initial allocation of EAFRD funds to the EU25 was made by the EU Commission
in September 2006 (EC 2006). Allocations for Bulgaria and Romania were added on
their accession®. The allocation was made “based on the following criteria:

a) some amounts are reserved for certain regions under the Convergence Objective;
b) the historical share for each Member State of the EAGGF Guarantee envelope for
Rural Development and Leader+ and

¢) particular situations and needs based on objective criteria (the European Council
allocated specific amounts to eight Member States).”(Ibid p1)

The EAFRD allocation to the individual MS thus reflected, to some extent, the pattern
of expenditure during the previous programming period, to some extent patterns of
regional development as reflected in the designation of convergence regions, and
finally unspecified “objective criteria” selected by the European Council. As such it
was intended to reflect, broadly speaking, patterns of “need”.

The total Rural Development Programme budget for each MS was subsequently
formulated by the addition of “other public expenditure” (from national sources) and
private co-funding. The amount of “other public” and private funding added to the
EAFRD allocation depended upon a number of factors, the most significant being the
composition of the individual RDP in terms of measures, each of which has specific
co-funding ratios, both from other public, and private sources. The data supplied by
DG Agriculture allows us to explore the overall size and composition of the RDP
budgets for the 2007-13 period, both at the MS, and, where appropriate, at the
regional level.

4.2Member State RDP Budgets

The total (2007-13) budget accounted for by the revised data extracted from the 2009
Rural Development in the European Union report (EC 2009) amounts to a little over
€212bn (Table 1). Of this 43% is EAFRD funding, 27% is “other public” (national)
funding, and 30% is from private sources. This agrees with other Commission
sources’. The overall budgetary scale and the balance of funding sources (excluding
Article 89 funds) across the EU27 is illustrated by Figure 2°.

* See: COMMISSION DECISION of 1 June 2007 amending Decision 2006/636/EC fixing the
annual breakdown by Member State of the amount for Community support to rural
development for the period from 1 January 2007 to 31 December 2013 (notified under
document number C(2007) 2274) (2007/383/EC)
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:2007:142:0021:0022:EN:PDF

® For example the brochure produced for the Cyprus conference “The EU Rural Development
Policy: Facing the Challenges” (EC 2008a), and the 2008 “Rural Development in the
European Union” report (EC 2008b)

® EC 2008a states that a further 12.4 billion is available through “national top-ups” (under
Article 89 of reg.2005/1698). These are excluded from the data provided to us by DG
Agriculture, (and the 2009 update), and from the analysis below. The RuDI partners have



Funding Sources of RDP Budgets
(2007-13) by Member State

Data source: GISTO - Eurostat (European
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Figure 2: RDP Budgets 2007-13 by Member State, show ing proportions from different

funding sources.

The largest single budget of any MS is that of Poland at more than €25bn (Table 1).
Spain comes a close second, at €24.6bn. the only other MS to have total budgets in

excess of €20bn are Italy (€23.7bn) and Germany (€21.1bn).

collected MS totals for these national top-ups, and find a similar EU27 total of €12.89bn. This

information is analysed in Section 8.



Table 1: RDP Budgets 2007-13, by Member State, show

ing Funding Sources

s | EAFRD Ffit;ir private|  Total ?2?;' :’g EAFRD as| Totalas %| % total -
% of EU27| of EU27|% EAFRD

EAERD

Per Cent €m.

AT| 365 365 269 10.707.0 2.7 73 51 08
BE| 115 231 654 36324 8.7 05 1.7 1.3
BG| 610 148 242 42784 16 2.9 2.0 08
cy|] 370 370 260 4301 2.7 0.2 0.2 0.0
cz| 616 175 209 45712 16 31 2.2 09
DE| 385 242 37.4| 211383 2.6 8.9 10.0 1.0
DK| 356 308 336 12504 2.8 05 0.6 0.1
EE| 526 155 320 1359.7 1.9 08 0.6 01
ES| 203 271  436| 246215 3.4 7.9 11.6 37
FIl 266 587 147] 7854.9 3.8 23 3.7 1.4
FR| 418 354 228| 154227 2.4 71 7.3 0.2
GR| 629 121 250| 58947 16 41 2.8 1.3
HU| 454 161 385 83852 2.2 42 40 02
IE| 518 434 48| 45158 1.9 26 2.1 0.4
| 350 354 20.6| 23709.0 2.9 9.1 11.2 21
LT| 561 166 27.3| 31077 18 1.9 15 0.4
| 152 470 378 5926 6.6 01 0.3 0.2
Lv| 475 74 451 21913 2.1 11 1.0 01
MT| 515 159 326| 1487 1.9 0.1 0.1 0.0
NL| 305 305 389 1593.4 3.3 05 0.8 0.2
PL| 528 159 31.3| 250604 1.9 145 11.8 27
PT| 555 151 29.4] 70754 18 43 3.3 1.0
RO| 599 146 255 133837 1.7 8.8 6.3 25
SE| 336 385 279 54335 3.0 2.0 2.6 0.6
si| 575 165 26.0| 15668 1.7 1.0 0.7 03
sk| 579 174  246| 34007 1.7 22 16 06
UK| 431 408 16.1] 10680.2 2.3 51 5.0 0.0
EU27| 429 269 302 212,015 23 100.0 100.0 0.0
EUls| 374 321 304| 144122 2.7 59.2 68.0 8.7
NMS12| 546 157 297 67,893 18 40.8 32.0 87

Whilst the (average) proportion of the RDP budgets from private sources is rather
similar in the EU15 and the NMS12, at about 30%, there is a substantial difference in
the shares deriving from the EAFRD and “other public” sources. In the NMS12
EAFRD accounts for more than half the total budget, whilst in the EU15 the share is
only 37%. Here, too, the “other public” funding share is double that of the NMS12
(32% and 16% respectively).

Perhaps unsurprisingly the MS with the highest shares of budget from EAFRD are
Bulgaria and Romania, where the proportion is approximately 60%. A further 9 MS
have RDP budgets in which the EAFRD accounts for more than 50% of planned
expenditure. Most of these (CZ, EE, LT, MT, PL, SL, and SK) are NMS. Of the EU15
Greece, Ireland, and Portugal also fall into this category.

The percentage of RDP budgets deriving from “Other Public” sources is rather
interesting. To some extent it reflects the relative balance between different
measures (with different funding possibilities/requirements). However it may also
reflect the degree to which the EAFRD allocation matches current national spending
priorities. The most extreme examples are Luxemburg, where “Other Public” funding
is planned to be more than three times the size of the EAFRD contribution, and



(more significantly), Finland where the ratio is more than 2:1. In six other MS (AT,
BE, CY, IT, NL, SE) other public funding more than matches that derived from the
EAFRD.

In Belgium the proportion of planned expenditure from Private sources - more than
two-thirds - is exceptional. Other MS in which private funding is high are Germany,
Spain, Hungary, Luxembourg, Latvia, and the Netherlands. This in part reflects the
relative role within the different programmes of measures for which private “co-
funding” is required. At the other extreme, Finland, the UK and Ireland all have
private contributions well below the EU average, due, at least in part, to the relative
importance of LFA and Agri-Environment payments (which have zero private co-
funding) in their programmes.

The above review of patterns of funding has revealed substantial variations between
MS in terms of the composition of expenditure, from the three sources. It suggests
that after the “exogenous” allocation of EAFRD funds there was some scope to vary
the overall size of programme budgets, mainly through the selection of, and relative
balance between, different measures’.

In broad terms this allowed the EU15 to arrive at a total RDP budget 2.7 times the
size of their EAFRD allocation, whilst in the NMS the total budget was only 1.8 times
the EAFRD allocation. The most extreme cases were Belgium, in which the total
budget is almost 9 times the EAFRD allocation, and Luxembourg, where it was
almost 7 times as large. In the Netherlands, Spain, Finland and Sweden the total
budget was more than three times the EAFRD allocation. At the other end of the
scale twelve MS fail to match their EAFRD allocation with an equal amount of other
public and private funding. Nine of these are NMS.

The final three columns of Table 1 illustrate how the addition of other public and
private funding changed the MS shares of the total EU budget envelope (compared
with the shares of the EAFRD allocation). The share of the EAFRD budget allocated
to the EU15 was 59%, leaving 41% for the NMS12. After the addition of other public
and private funding the EU-15 share rose by almost 9% to 68%, compared with just
32% for the NMS12. Of the EU15 MS all but Ireland and Portugal saw an increased
share of the overall budget as the result of the addition of other public and private
funding. No NMS saw such an increase.

The largest “shifts” were in Spain, where the relatively large input of private funds
increased the share of the EU27 total from 7.9% of EAFRD to 11.6% of the total
Pillar 2 budget, and in Italy, where other public funds were the largest contributor to
an increase from 9.1% (of EAFRD) to 11.1% (total budget). At the other extreme,
small “other public” contributions reduced the budget share by 2.6% in Romania and
2.8% in Poland.

4.3 A Note on the Role of Private Funding

On average (across all measures and across the EU27), for every Euro of public
(EAFRD and National) funding 44 cents are added from private funding sources. This
private funding usually takes the form of “match funding” by the individual recipient of
an investment support. In a small number of cases private individuals or businesses

" Different co-funding requirements between EU15 and NMS12 may also have played a part,
though this issue remains to be explored.



may contribute to certain kinds of community or partnership projects. It is perhaps
important also to remember that many of the measures which have minimum co-
funding rates differentiate between Convergence and non-Convergence
regions/countries.

However, the ratio of private funding to public is very variable between measures
(Figure 3). For Axis 1 the average is very close to 1:1.00, whereas for Axis 2 it is
1:0.03; for Axis 3 1:0.51, and for Axis 4, 1.0.56. The following measures have a
private co-funding rate of 1:1 or more:

121 Farm/forestry investments.

123 Processing and marketing.

311 Diversification to non-farming activities.
312 Support for micro-enterprises.

411 Leader Axis 1.

O O0OO0OO0Oo

At the other extreme, the following measures show no private match funding at all:

113 Early Retirement.

141 Semi Subsistence.

142 Setting up producer groups.
143 Direct payments (NMS).

211 Mountain LFA.

212 Other Areas with handicaps.
213 Natura 2000 (agricultural areas).
214 Agri-environment.

215 Animal Welfare.

224 Natura 2000 (forest areas).

511 Technical Assistance.

611 Direct Payments to RO and BG.

OO0 O0OO0OO0OO0OO0OO0OO0OO0OO0OO
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Private :Public Ratio

0.0 0.5 1.0 15

25

111 Vocational training and information actions

112 Young farmers

113 Early retirement

114 Use of farm advisory services

115 Setting up of farm management, relief and advisory and forestry advisory services
121 Farm/forestry investments

122 Improvement of economic value of forests

123 Processing and marketing

124 Co-operation for innovation

125 Agricultural/forestry infrastructure

126 Restoring agricultural production potential

131 Meeting standards temporary support

132 Food quality incentive scheme

133 Food quality promotion

141 Semi-subsistence (only for new MS)

142 Setting-up producer groups (only for new MS)
143 Direct Payment (BG + RO)

TOTAL AXIS 1

211 Mountain LFA
212 Other areas with handicaps
213 Natura 2000 agricultural areas
214 Agri-environment
215 Animal w elfare (compulsory)
216 Support for non-productive investments |
221 Afforestation of agricultural land
222 Agroforestry establishment
223 Afforestation of non-agricultural land
224 Natura 2000 forest areas

225 Forest environment

226 Restoring forestry prodution potential

227 Support for non-productive investments
TOTAL AXIS 2

311 Diversification to non-agricultural activities
312 Support for micro-enterprises

313 Encouragement of tourism activities

321 Basic services for the rural economy and population (setting up and infrastructure)
322 Renovation and development of villages

323 Protection and conservation of the rural heritage
331 Training and information

341 Skills acquisition, animation and implementation
TOTAL AXIS 3

411 LEADER (Axis 1)

412 LEADER (Axis 2)

413 LEADER (AXIS 3)

421 Cooperation Projects

431 Skills and animation of LAGs

TOTAL AXIS 4

511 Technical Assistance

611 Direct Payments (BG, RO)?

GRAND TOTAL

Figure 3: The Private:Public Funding Ratio by Measu  re and Axis (EU27 total)
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There are two important implications of the variation in the private:public funding
ratio:

@ In the case of measures which provide support for (physical) capital
investments (Axis 1 for example), the total cost is “given”, and the
proportions which are publically/privately funded is a policy decision,
reflecting, (perhaps) a judgement regarding the benefits from the
investment accruing to the beneficiary. The situation for measures which
aim to compensate for farmer’s provision of public goods is different. By
their nature, the value of public goods is not known, and the rural
development expenditure is designed to incentivise either continuation of
good practice which delivers them, or a change of practice which will
increase provision. In this context private co-funding by the beneficiary
cannot be required because the goods being “purchased” are public, non-
excludable, and so on. However, some would argue, perhaps, that setting
agri-environment scheme payments too low effectively means that the
farmers are providing a form of “hidden co-funding” by default. In the light
of such arguments some would say that comparisons, between different
axes/measures, of the levels of private funding in the expenditure plan
data provided by the Commission are misleading. For this reason some
elements of the analysis presented in the following sections will be carried
out for total public funding as well as for total (public+private) funding.

(i) The different potential for bringing in private funding means that the
choice of measures to include in an RDP has a significant effect upon the
total budget. This reinforces the interpretation of the difference between
patterns of EAFRD funding and total budget, as discussed in the previous
section.

4.4Regional RDP Budgets in Germany, Spain, Italya nd the UK

Eight member states have multiple Rural Development Programmes. In three of
these, France, Portugal and Finland, the additional programmes relate to island
groups (such as Corsica, Madiera or Aland) or to “ultra peripheral regions, such as
Guyane. In the case of Belgium there are just two regional RDPs, for Flanders and
Wallonia.

In the remaining four MS, Germany, Spain, Italy and the UK truly regional
programmes are implemented. In the case of Germany there are 13 programmes at
the NUTS 1 level. Spain has 17 Nuts 2 programmes. Italy has 21 NUTS 2
programmes. The UK has 4 programmes, three of which (Wales, Scotland and N
Ireland) cover NUTS 1 regions, and the other (England) is comprised of several
NUTS 1 regions.

In this section we will present the regional funding patterns in the four MS with
regional programmes.

Note: the regional data presented below was provided by the Commission in 2008 —
no update is available in the 2009 Rural Development in the EU Report.
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4.4.1 Germany

The largest programme in Germany (Bayern) has a larger budget than that of
Belgium, at €3.9bn (Figure 4). At the other end of the scale Saarland and Hamburg
have a little over €0.1bn each. Generally speaking the EAFRD budget share is higher
in the New Lander, more than 50% in the case of Brandenburg and Berlin, and
Sachsen-Anhalt. In the Western Lander Other Public funding, and private sources
assume greater importance.

Funding Sources of RDP Budgets (2007- 13) DEF Ly
N s Y
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o .Hmburg

o
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. Iorthe m-Westphalia
b

Bran denburgs and Berlin

achsen Anhalt /—l\
. Thl:lrmgen = Raum im Frelstaal Sach
aden Wl:lrrtemberg
e M\/_

Data source: GISCO - Eurostat (European Cormission).
Copyright: EuroGeographics for the administrative buundanea
except FYROM).
2;07 Copyrlghl UN-FAQ for the FYROM administrative boundaries.
Kilometers

Source of RDP Funding

Figure 4: RDP Budget 2007-13 DE, Sources of Funding

4.4.2 Spain

Andalucia has the largest programme, at over €4.4bn (a little smaller than the
national programme for Ireland). The Spanish programme budgets are distinctive for
the relatively large role played by private sources of funding. In some Northern
regions, such as Aragon, Pais Vasco, Navarra, and La Rioja, Private funding
accounts for more than half of the budget. The proportions accounted for EAFRD and
Other Public funding are very variable. EAFRD funding is relatively important in
Andalucia, Galicia, and Castilla — La Mancha, whilst Private sources are more
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important in Castilla y Leon, Catalunya, La Rioja, Comunidad Valenciana Aragon and

Baleares

Funding Sources of RDP Budgets (2007-13) ES‘

b
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Andalucia

Data source: GISCO - Eurostat (European Commission)
Copyright: EuroGeographics for the administrative boundaries
except FYRO

250 Copyright UN-FAQD for the FYROM administrative boundaries

Kilometers

Source of RDP Funding

Figure 5: RDP Budget 2007-13, ES, Sources of Fundin g
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4.4.3 ltaly

The largest of Italy’s 21 programmes is in Sicilia, at €2.8bn. The smallest is in Valle
D’'Aosta, (€0.1bn). There are some clear N-S differences in the balance of funding
sources (Figure 6): EAFRD funding is more generous in the South, whilst Other
Public funding and Private sources assume greater importance in the North.

‘Elnlzann Funding Sources
Trm;gggﬁ[ of RDP Budgets
b /—fi'\feqem w (2007-13) IT
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.
‘Sardegna

Basilicata

Data source: GISCO - Eurostat (European Commission).
Copyright: EuroGeographics for the administrative boundaries
except FYROM).

Copyright: UN-FAD for the FYROM administrative boundarie s.

— || OO ETS

Source of RDP Funding

Figure 6: RDP Budget 2007-13, IT, Sources of Fundin g

444 UK

Of the four UK programmes that for England has by far the largest budget, at €5.8bn.
This is not very much smaller than that of the Greek programme. It is also distinct
from the other UK programmes in that more than half the funding is from EAFRD.
Only 11% of the English RDP budget comes from Private sources. In Scotland more
than half the budget is from “Other Public” sources, the rest coming almost equally
from EAFRD and Private funding. In Wales the distribution is similar, although the
“Other Public” share is slightly smaller. In N Ireland the EAFRD and Other Public
shares are both around 40%, and the Private contribution is approximately 20%.
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Figure 7: RDP Budget 2007-13, UK, Sources of Fundin g.
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5 CAP PILLAR 2 PLANNED EXPENDITURE: B. INTENSITY

The “intensity” of rural development expenditure may be estimated in a variety of
ways, per hectare, per holding, per unit of farm labour, or per unit of “economic size”.
Each of these has its own advantages and disadvantages, and each of these can
potentially tell us something about (for example) potential impacts, or prioritisation
between MS. In this section we will consider patterns of intensity at the MS level only.
Regional patterns will be considered in Section 7.

5.1Budget per Hectare of Agricultural Land

RDP Budget Intensity (per hectare UAA)

@B

1,000
Kilometers T

Data source: GISCO - Eurostat (European Commission).

€ per Hectare Copyright: EuroGeographics for the administrative boundaries (except FYROM).
Copyright: UMN-FAD for the FYROM administrative boundarie s,
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Figure 8: RDP Budget Intensity; € per Hectare of UA A by Member State
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Most of the EU MS have an intensity of Pillar 2 expenditure of less than €2 for every
hectare of “utilisable agricultural area” (UAA). Only in Belgium and Portugal does the
ratio rise to between €2 and €3. In Austria, Slovenia and Finland the ratio rises to
more than €3. Whilst there may be questions about the way in which UAA is defined
in the different MS (are the most extensive land uses included or not?) it is
nevertheless interesting to note that the MS with the highest expenditures per
hectare also featured in the previous section as ones in which other public and
private resources were unusually large.

5.2Budget per Agricultural Holding

Again, possible variations in the minimum size definition of a farm holding need to be
kept in mind when interpreting the pattern shown in Figure 9.

RDP Budget Intensity (per holding)

1,000
Kilometers T

. Data source: GISCO - Eurostat (European Commission).

L3 per Holdlng Copyright: EuroGeographics for the administrative boundaries (except FYROM),
Copyright: UN-FAD for the FYROM administrative boundaries.
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Figure 9: RDP Budget Intensity; € per Holding by Me  mber State
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Most of the NMS12 together with Greece and Italy have an average intensity of less
than €15,000 per holding (over the programming period — 2007-13). France, the
Iberian countries, the UK and Ireland, Latvia and Slovenia all have an average
intensity of between €15,000 and €50,000. In several central European MS
(Germany, Belgium, Luxembourg, Austria) together with Sweden and Estonia the
rate increases to between €50,000 and €100,000. Interestingly Finland is again in the
most intensively funded class, this time joined by the Czech Repubilic.

5.3Budget per Annual Work Unit (AWU)

There are perhaps fewer definitional questions with regard to the measurement of
agricultural labour inputs.

RDP Budget Intensity (per AWU)

MT
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Data source: GISCO - Eurostat (European Commission).

€ per AWU Copyright: EuroGeographics for the administrative boundaries (except FYROM).
Copyright: UN-FAD for the FYROM administrative boundarie s,
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Figure 10: RDP Budget Intensity; € per AWU by Membe r State
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Again, the lowest level of intensity is found in the NMS12, together with Greece and
Italy. This time France and Portugal also exhibit low intensity. Again Belgium, Austria
and Finland show up as having a relatively high intensity of funding per worker. The
UK, which generally has a relatively high productivity (and therefore a smaller
workforce) also has a moderately high intensity per worker.

Budget per European Size Unit (ESU)

European Size units are calculated from Standard Gross Margins, and are perhaps
the most interesting denominator by which to estimate intensity.

RDP Budget Intensity (per ESU)
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Figure 11: RDP Budget Intensity; € per ESU by Membe r State

In Figure 11 the low productivity countries show up as receiving the most intensive
inputs of RDP resources. Thus the Baltic countries and most of the NMS12 are set to
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receive more than €3,000 per ESU over the period 2007-13. Interestingly Finland, as
well as Sweden is in the same category. The West European member states,
because they are more productive, (and have more ESU) fall in the least intensive
category (according to this measure).

5.4Conclusions

Comparisons between countries are risky due to differences in statistical definitions
of the denominators. Rather different patterns emerge depending upon the definition
of “intensity” of expenditure, and choice of denominator. However, despite this,
certain MS seem to show up on several of the maps as having a high intensity of
rural development expenditure. This is particularly true (for example) of Finland and
Austria.
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6 CAP PILLAR 2 PLANNED EXPENDITURE: C. DISTRIBUTION BETWEEN MEASURES

In this section the composition of the Rural Development Programme budgets is
assessed in terms of the balance between Sectoral and Territorial measures, and
between different rural development “themes”. As such the focus shifts away from
the scale and pattern of expenditure (the concern of WP4) and begins to consider
what may be inferred from budgets about MS priorities and objectives (the task of
WP5).

6.1Sectoral and Territorial balance

The characteristics of sectoral and territorial rural development approaches were
presented in Deliverable 1.2 (particularly in Section 2.3), and it is not necessary to
provide a further explanation here. The more specific task is to consider what may be
inferred from MS rural development programme budgets regarding the relative
importance of the two approaches. In the context of another recently completed
project - TERA-SIAP (Weingarten et al 2009), all the 2007-13 measures have been
classified as “Territorial” or “Sectoral” on the basis of whether the intended client
group is primarily farmers/the agricultural industry, or actors in the wider rural
economy, society or governance structure®. Clearly this is a rather “broad brush”
approach, since there is some degree of flexibility in the implementation of some of
the measures. However it nevertheless provides a general impression of the degree
to which different MS are pursuing territorial or sectoral rural development objectives.

According to this manner of estimation 18% of the EU27 budget has been allocated
to “territorial measures”. Within the EU15 the proportion is a little over 15%, and in
the NMS12 21.5%. The pattern for individual MS is shown in Figure 12 below. The
“most territorial” programmes are those of Netherlands (40%), and Malta (39%).
Estonia, Romania, Latvia and Germany all allocate a quarter or more of their budget
to territorial measures. At the other extreme Belgium’s programme allocates almost
94% of its budget to sectoral measures, and Luxemburg almost 92%. Sectoral
measures account for 85-90% of the budgets of Cyprus, Finland, France, Portugal,
Slovakia and the UK.

Excluding private expenditure from the calculations (for reasons explained in Section
4.3) makes very little difference to the pattern described above.

8 Sectoral measures: 111-311,611, Territorial measures: 312-431
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Figure 12: Total Planned CAP Pillar 2 Expenditure by MS, distinguishing Sectoral and

Territorial Measures.
6.2Budget Allocation to Four Rural Development “Th emes”

The Objective of the analysis presented in this section is to discover what may be
understood about rural development priorities from the budget profiles of the Rural
Development Programmes (at the MS level)®.

The 45 measures of Regulation 1698/2005 have been classified in a variety of
ways™®. The most well-known is the 4 “Axes” of the Strategic Guidelines. A more
detailed classification is used in the Commission Factsheet “The EU Rural
Development Policy 2007-13" (EC 2007a). This forms the structure of the Standard
Fiches presented in Section 3 above, and is also used in the 2008 edition of the
Commission’s “Rural Development in the European Union” publication (EC 2008b) -
Chapter 4.

However while the 4 axes are too “crude” as a basis for the analysis of rural
development priorities, the 11 groups in the Fiches are not an ideal alternative for
three principal reasons:

0 Human capital measures appear in both 11 and 33-34.

0 LFA payments are combined with agri-environment schemes in 21.

o Transitional measures are separated in group 14, rather than integrated into
groups according to the kind of activities they support.

In order to resolve these issues, building upon the work of the TERA-SIAP project,
and bearing in mind the review of rural challenges and opportunities as antecedents
of rural development policy (RuDI Deliverable 1.2), a modified measure classification
has been developed (Table 2).

° As such this section is concerned with the tasks of WP5 of RuDI.
% These are reviewed in the TERA-SIAP report (op cit).
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Table 2: Nine Measure Groups and Four Rural Develop  ment Themes

C1: Human
C apital
Diversificatio

C2: Local
Capacity

D 1: Rural

A1: Physical

C apital
B3: Forestry

0
B1: LFA +
oth. Direct
Payments
B2: Agri-
Envirenment

Measure ¥ Group 2
111 “ocational training and information
actions
112 Young farmers
113 Early retirement

114 Use of farm advisory services

HoR o

115 Sefting up of farm management,
relief and advisory and forestry W
acvizory services

121 Farmifarestry investments %

122 Improvement of economic value of
forests

®
123 Processing and marketing —
*

124 Co-operation for innovation

125 Agricuturalforestry infrastructure

126 Restoring agricutural production
piotentisl

131 Meeting standards temporary
support

132 Food guality incentive scheme

133 Food guality promotion

141 Semi-subsistence (only for new
=]

142 Sefting-up producer groups (only
for nesy M=)

143 Direct Paymert (BG + RO %

211 Mourtain LF & %

212 Cther areas with handicaps ¥

213 Matura 2000 agricultural areas

214 Agri-environment

215 Animal welfare (compulsory])

216 Suppott for non-productive
investments
221 Afforestation of agricuttural land

222 Agroforestry establishment
225 Afforestation of non-agricutural

land
224 Maturs 2000 forest areas

225 Forest environment

226 Restoring forestry prodution
potentizl

227 Support for non-productive
investments

311 Diversification to non-agricuttural
activities

312 Suppott for micro-erterprizes

HoOUH IR

313 Encouragement of tourism
activities

321 Basic services for the rural
economy and population (setting
up and infrastructure)

327 Renovstion and development of
villages

323 Protection and conservation of the
rural heritage

331 Training and information %

341 Skils acquistion, animation and
implementation
411 LEADER (&xis 1)

412 LEADER (&xis 21

413 LEADER (AXIS 3)

421 Cooperation Projects
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The nine “measure groups” may be combined to form four major themes:

Primary Sector Competitiveness (blue)
Agri-Environment and Forestry (green)
Human Capital and Local Capacity (yellow)
Wider Rural Development (red)

COow>

To aid clarity these are represented by the same four colours in all the following
diagrams and maps.

Across the EU 27 as a whole (Table 3 below) almost 40% of all Pillar 2 expenditure is
through measures within the Primary Sector Competitiveness Theme. One third is
through Agri-Environment and Forestry. Human Capital and Local Capacity account
for almost 15% of the budget, and Wider Rural Development for almost 13%.

Taking the EU15 and NMS12 separately, the main differences are:

0 The greater share of the budget allocated to Theme A (Primary Sector
Competitiveness) in the NMS12.

0 The higher allocation for Theme B (Agri-Environment and Forestry) in the
EU15

o A slightly higher allocation to Theme C (Human and Local Capacity) in the
EU15.

0 The much greater emphasis upon Theme D. (Wider Rural Development) in
the NMS12
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Table 3: Rural Development Theme Profile by Member  State, and a simple Typology

(Per cent of Total Planned Expenditure)

A: Primary Sector | B: Agri-Environment C: Human Capital D: Wider Rural

MS Competitiveness PSC and Forestry AEF | Local Capacity HCLC | Development WRD | Type

AT 29.2 53.7 10.5 6.6 BACD
BE 63.1 114 18.8 6.7 ACDB
BG 414 22.7 10.1 25.8 ADCB
CcY 49.1 323 11.3 7.2 ABCD
Ccz 26.0 426 8.9 225 BDAC
DE 44.8 26.7 6.8 217 ADCB
DK 27.1 444 18.8 9.6 BACD
EE 44.8 246 10.5 20.1 ADCB
ES 53.6 214 21.7 33 ACDB
Fl 7.8 69.4 14.0 8.7 BCDA
FR 34.2 41.0 18.6 6.2 ABCD
GR 37.4 26.1 19.0 17.5 ACDB
HU 54.5 20.7 11.9 12.9 ADCB
IE 2.8 75.0 22.2 0.0 BCDA
IT 43.5 303 16.7 9.6 ACBD
LT 37.6 27.8 17.8 16.8 ACDB
LU 51.2 36.3 7.0 5.6 ABCD
LV 53.9 148 8.7 22.6 ADCB
MT 38.6 16.8 10.1 345 DACB
NL 31.3 185 14.9 35.3 DACB
PL 40.6 221 18.1 19.2 ADCB
PT 49.9 295 20.4 0.3 ACBD
RO 45.7 232 8.6 225 ADCB
SE 21.1 51.2 16.9 10.7 BCAD
Sl 35.5 375 10.1 16.9 ABDC
SK 43.1 36.5 5.5 14.8 ABDC
UK 11.6 704 9.8 8.2 BCDA
EU27 39.0 336 14.8 12.6| ACBD
EU15 37.2 37.7 15.7 9.4 ABCD
NMS12 42.8 248 13.0 194 ADCB

6.3 A Simple Typology of RDP Budgets (Total Planned Expenditure)

On the basis of the percentage RDP budget allocated to each of the four rural
development themes a simple typology may be derived. The minimum percentage
allocations per Axis (rather than zero) should be viewed as the baseline for
“discretionary spending”,. The typology is therefore derived from the deviation from
these “baselines”, which are as follows:

Primary Sector Competitiveness - 10%
Agri-Environment and Forestry - 25%
Human Capital and Local Capacity — 5%
Wider Rural Development — 5%

oo

Each MS may then be classified according to the rank order of the four themes. Thus
for example the average type for the EU27 as a whole is “ACBD”. In the EU15
Theme B exceeds the baseline by a greater percentage than C, and the overall type
becomes “ABCD”. Similarly, the average NMS12 type becomes “ADCB”, because
Wider Rural Development is allocated a more substantial share of the budget.

In 18 of the 27 EU member states Theme A, Primary Sector Competitiveness
receives the largest share of “discretionary expenditure” (Table 3, Table 4). These
MS account for more than three-quarters of the total budget for 2007-13 period
(Table 4). In 7 MS (all but one of them within the EU15) Theme B (Agri-environment
and Forestry) is the dominant theme. These countries account for more than a fifth of
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the total Pillar 2 budget. Finally Theme D (Wider Rural Development) is dominant in
just two MS, Netherlands, and Malta. These account for less than 1% of the EU27

budget.

Table 4: Summary of 2007-13 RDP Budget by Rural Dev elopment Theme Profile Types

(Total Planned Expenditure)

Type MS Total Budget Pb6 of Total EU27 Budget

ABCD CY, FR, LU. 16,454 7.8
ABDC SI, SK. 4,968 2.3
ACBD IT, PT. 30,784 14.5
ACDB BE, ES, GR, LT. 37,256 17.6
ADCB BG, DE, EE, HU, LV, PL, RO 75,797 35.8
PSC Types (18 MS) 165,260 77.9
BACD AT, DK. 11,957 5.6
BCAD SE. 5,433 2.6
BCDA Fl, IE, UK. 23,051 10.9
BDAC CZ. 4,571 0.8
AEF Types (7 MS) 45,013 21.2
DACB MT, NL. 1,742 0.8
WRD Types (2 MS) 1,742 0.8
EU27 212,015 100.0

Figure 13 (below) provides further detail on the theme profile of each of the 27 MS.
Beneath each pie diagram the number of measures implemented in the MS is noted,
together with a Shannon index, calculated from the budget profile across the
individual measures.
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Figure 13: Total planned CAP Pillar 2 Expenditure 2  007-13 by Member State and Four Rural Development T hemes



A larger Shannon index indicates a greater degree of diversity, and a smaller index a
narrower, more focused programme. According to these measure the most focused
programme is that of Ireland, with just 9 measures and a Shannon index of 0.4. At

the other extreme lItaly has implemented (through its regional RDPs) 41 of the 45
measures, and has a Shannon index of 0.74.

Figure 14 (below) shows the dominant themes (background colour) and the more
detailed measure group profile for each MS

The Measure Profile of RDP Budgets
(2007-13) by Member State

Data source: GISCO - Eurostat (European
Commission).

Copyright, EuroGeographics for the
administrative boundaries (except FYROM).
Copyright: UN-FAD for the FYROM
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Figure 14: Measure Profiles of the 2007-13 RDP Budg et by Member State.
(Total Planned Expenditure)
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6.4 A Simple Typology of RDP Budgets (Public Expend iture only)

As explained in Section 4.3, some would argue that the inclusion of private
expenditure in an analysis of the balance and implied priorities of RDPs distorts the
picture because explicit private co-funding is required and recorded for some
measures, whilst “hidden match funding” is assumed to be associated with others. It
is therefore helpful to carry out the MS classification on the basis of public
expenditure allocations alone. The results are presented in Table 5 and Table 6
below.

Table 5: Rural Development Theme Profile by Member

(Public Expenditure Only)

State, and a simple Typology

% of Total RDP Budget 2007-13
A: Primary Sector | B: Agri-Environment C: Human Capital D: Wider Rural

MS Competitiveness PSC and Forestry AEF | Local Capacity HCLC | Development WRD [ Type

AT 11.5 724 10.2 5.9 BCAD
BE 38.5 328 215 7.1 ACBD
BG 30.7 298 125 27.1 DACB
CY 33.8 434 13.9 8.8 ABCD
Ccz 19.8 53.8 9.2 17.2 BDAC
DE 27.2 418 8.8 22.2 DABC
DK 18.3 61.7 14.5 5.5 BCAD
EE 35.6 36.2 154 12.9 ABCD
ES 36.1 36.7 23.6 3.6 ACBD
Fl 4.1 814 8.3 6.3 BCDA
FR 20.6 51.9 21.8 5.8 BCAD
GR 31.6 336 20.9 13.9 ACDB
HU 40.4 315 16.0 12.0 ACDB
IE 1.2 78.8 20.1 0.0 BCDA
IT 30.6 418 19.4 8.2 ABCD
LT 28.9 36.5 22.4 12.2 ACBD
LU 32.2 575 6.4 3.9 BACD
LV 40.5 26.9 135 19.0 ADCB
MT 29.4 250 13.1 325 DACB
NL 26.0 29.7 15.2 20.1 DACB
PL 24.3 322 23.5 19.9 CDAB
PT 40.5 395 19.7 0.4 ACBD
RO 33.6 309 10.7 24.8 ADBC
SE 9.3 69.0 14.8 6.9 BCDA
SI 27.0 50.7 10.9 114 BADC
SK 312 485 7.2 13.2 BADC
UK 8.0 76.2 8.8 7.0 BCDA
EU27 25.0 46.8 16.3 11.8 BACD
EU15 22.9 52.6 16.3 8.3 BACD
NMS12 29.4 34.9 16.5 19.2| ADCB

Excluding private funding affects the measures associated with the first theme
(Primary Sector Competitiveness) more than the other three. As a consequence four
MS, (FR, LU, SL, and SK) shift from PSC types into the AEF (Agri-Environment and
Forestry) group. DE and BG move from the PSC group into the WRD (Wider Rural
Development) group, whilst PL's RDP becomes the only one in which Human Capital
and Local Capacity (HCLC) measures are dominant.

As a consequence of these “movements” the balance between the four broad groups
in the classification changes substantially. The RDPs majoring upon Primary Sector
Competitiveness continue to account for the largest share of expenditure (41.7%),
but their dominance is very much reduced in this respect. In terms of the number of
RDPs this group is now equivalent to the Agri-Environment and Forestry group, both
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comprising 11 MS. The share of the budget which the latter accounts for is now
almost doubled, to 34.9%.

Although the Human Capital and Local Capacity group has only one MS in it, that MS
(PL) is the one with the largest RDP budget in the EU. As a consequence the HCLC
group has a share of the budget which is almost equal to that of the four MS
classified in the Wider Rural Development group, at a little under 12%.

Table 6: Summary of 2007-13 RDP Budget by Rural Dev elopment Theme Profile Types.
(Total Planned Expenditure)

Type MS Total Budget Pb6 of Total EU27 Budget

ABCD CY, EE, IT. 17,937 12.1
ACBD ES, LT, PT. 21,254 14.3
ACDB BE, GR, HU. 11,382 7.7
ADBC RO 9,971 6.7
ADCB LV. 1,362 0.9
PSC Types (11 MS) 61,905 41.7
BACD FR, LU. 12,312 8.3
BADC SL, SK. 3,722 2.5
BCAD AT, DK. 8,653 5.8
BCDA Fl, IE, SE, UK. 23,533 15.8
BDAC CZ. 3,616 2.4
AEF Types (11 MS) 51,835 34.9
CDAB PL. 17,218 11.6
HCLC Typeg (1 MS) 17,218 11.6
DABC DE. 13,214 8.9
DACB BG, MT, NL. 4,315 2.9
WRD Types (4 MS) 17,529 11.8
EU27 148,487 100.0

To sum up, carrying out the classification of MS on the basis of public expenditure
alone changes the overall balance of the classification. It substantially reduces the
dominance of the PSC types, from two-thirds of the MS and more than three-quarters
of the budget, to 40% of the MS and 42% of the budget. It does this to the benefit of
the AEF, HCLC and WRD types. The AEF types now account for 40% of MS, and
35% of the budget. The HCLC and WRD types together (i.e Axis 3) now lead in one-
fifth of the MS and account for more than 23% of the budget.
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6.5 Some Preliminary Observations/Conclusions

The overall impression produced by this analysis of expenditure patterns suggests
the following observations:

(i)

(ii)

(iii)

(iv)

That sectoral approaches appear to dominate, with a few notable
exceptions. This generalisation holds true in terms of both total
expenditure and public expenditure (alone). However the way in which the
measures were defined as sectoral or territorial (according to whether the
intended recipients would be farmers or not) takes no account of the
indirect territorial benefits which (arguably) are associated with much of
the Axis 2 expenditure, through the provision of public goods,
multifunctionality and so on.

Measures relating to Primary Sector Competiveness dominate the total
expenditure profiles in the NMS12 and in Southern/Central Europe,
whereas Agri-Environment and Forestry is the most important theme in an
arc of MS from Ireland to Finland, and in Austria. A very small number of
MS focus their programmes on the Wider Rural Economy, and none have
Human Capital and Local Capacity as their dominant theme.

Analysis of the public sector (only) expenditure profiles reveals a more
balanced pattern, in which the dominance of Primary Sector
Competiveness measures is more restricted to the NMS and
Mediterranean MS, and the area focused on Agri-Environment and
Forestry measures is extended to include more central MS. Interestingly
the two themes associated with Axis 3 now take the lead in 5 MS, which
account for almost a quarter of planned (public) expenditure.

However, beneath these broad patterns there is a considerable variation
in emphasis both at the MS level, and between the regional programmes
where they exist. This underlines the flexibility of the policy framework,
and its ability to adapt to local conditions and reflect national or regional
policy contexts and traditions.
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7 CAP PILLAR 2 PLANNED EXPENDITURE: D. REGIONAL PATTERNS AND
TARGETING

In this section regional patterns of RDP expenditure will be considered (insofar as
available information sources permit), in the context of the increasing interest in
targeting of resources in relation to potential. The first subsection will describe
patterns of planned expenditure across four MS which have regional RDPs,
Germany, Spain, Italy and the UK. The next section presents anecdotal information
about regional allocation of expenditure within other MS which have national RDPs.
The final section discusses recent Commission statements relating to targeting of
resources, and how the aspirations might be realised within the current policy
structures.

7.1RDP Budget Patterns within MS with Regional RDP s

7.1.1 Germany

The dominant theme in the budgets of all but three of the German regional RDPs is
(A) Primary Sector Competitiveness (Figure 15). In the Lander of the NW group Al
Physical Capital accounts for roughly half of the budget. In Saarland, Mecklenburg-
Vorpommern, and Sachsen, the dominant theme is Wider Rural Development. In the
Southern Lander agri-environmental expenditure is much more important than it is in
the North, and in Bayern in particular Less Favoured Area payments account for a
significant share of planned expenditure.
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Figure 15: Thematic Profile of Regional RDP Budgets (2007-13) in DE

The allocation process (from the national budget to the Lander) was a complex one,
with different rules for different funding streams (Convergence, Non convergence,
modulation etc). Various aspects of the funding pattern in the previous programme
period (including Objective 1 and phasing out, LEADER and guarantee funds) played
an important role, along with agricultural area and labour force. Where the proceeds
of modulation were incorporated these were allocated according to the relevant
crop/livestock distribution. Further details are provided in the WP4 report for
Germany.
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7.1.2 Spain

Theme A is also dominant is Spain, only two regions, Asturias and Cantabria, falling
into the Wider Rural Development (D) type. Within Theme A several Spanish regions
(such as Castilla La Mancha, Andalucia, Extremadura and Valencia) and are
distinctive for the relatively important role played by group A2, Quality and Marketing.
Other noteworthy features are the relatively greater importance of forestry compared
with agri-environment payments and the significant role of local capacity in most of
the Spanish Regions.

No information has so far been acquired regarding the rationale of the regional
allocation within Spain.

7.1.3 ltaly

In all Italian regions except for Valle d’Aoste and Bolzano in the north (where Theme
B is dominant), Primary Sector Competitiveness (A) is the dominant theme. As in
Spain Quality and Marketing measures are relatively important in some regions.
Theme B is a close second theme in most regions, mainly through agri-environment
payments, though forestry measures are important in Campagnia, Sicilia and
Lombardia.

The allocation of the Italian RDP budget to the regions was carried out in two broad
stages:

@ Regional allocation of the EAFRD contribution.
(i) Negotiation of the regional allocation of co-funding from national/regional
sources

The first stage involved the following steps:

(a) Allocation of the minimum amount (€8.3m) to Convergence regions.

(b) Allocation of €5m to specialised tobacco producing regions.

(c) Allocation of €41.5m to the National Rural Network.

(d) Allocation of €297.6m for payment commitments relating to the previous
programming period.

(e) Regional allocation of the balance according to the payment pattern during
the 2000-06 programming period.

In the second stage the regional allocation of national and regional co-funding was
explicitly designed to result in a shift in resources away from the Convergence
Regions, and towards Competitiveness Regions. Thus according to the country
report for Italy (p?)

“During the process of negotiation State-Regions, bringing to the official resolution n.
2661 of the 31 of October 2008, some adjustments to the allocation were made in
favour of the Competitiveness Regions, in order to balance the resources, by
decreasing the resources addressed to the Convergence Regions for a quote of 1%.
In particular, to Lombardia and Liguria Regions an higher amount of these resources
were given as compensation of the resulting distribution in the former period.
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In comparison with 2000-2006, in the new programming period the EAFRD resources
assigned to the Convergence Regions are less, both in percentage and in absolute

values. On the contrary, the share assigned to the Competitiveness Regions
increased.”

The Measure Profile of

RDP Budgets (2007-13)
2 IT Regions

T
TreRriali vVenezia _Giulia—'j

B ddostas : f ; / Wanetd)
«.—'-:,‘.’Jfr-." :E Lombardia__/ _ /
“lemante # '-
/
| —

-y s
& e ;
Emilia-Ramagna _=

LN Liguna -~ t
( ey
Toscana { Marche i

P g
Umbria

\ % T T
Shruzzo
Lazio ./ :,."’

hlaolise™

Campania '

W Basilicata

Diata source: GISCO - Eurostat (BEuropean Commission).
Copyright: EuroGeographics for the administrative boundaries
except FYROM).

Copyright: UN-FAD far the FYROM administrative boundaries. BN 300 Kilomeaters
I

Legend
Detailed Types Dominant Theme
|:| Primary Sector Comp etitivene ss
4 |:| Agri Environment and Forestry
H Capitaland Local it
[ | At: Physical Capital e

: ; |:| Wider Rural Development
- A2 Quality and Marketing

l:l B1: LFA and other Direct Payments
l:l B2: Agri-Environment

- B3: Farestry

|:| C1: Human Capital

l:l C2: Local Capacity

l:l 01: Rural Diversification

B Oz uality of Life

Figure 17: Thematic Profile of Regional RDP Budgets (2007-13) in IT

37



After this regional budget allocation process, further sub-regional targeting was
implemented. This involved a complex combination of procedures, mostly based
upon a four-fold classification of the national territory into:

A Urban Poles,

B Rural Areas with Specialist Intensive Agriculture,

C Intermediate Rural Areas, and

D Rural areas with Comprehensive Development Problems

These procedures included (sometimes applied in combination):

exclusion of certain measures from certain types of rural areas,
variation in beneficiary selection criteria according to type of area,
variation in rates of funding,

variation in guidelines for implementation of certain measures

O o0o0oo

7.1.4 UK

The immediate impression of the UK map (Figure 18) is of the dominance of Agri-
environment measures in England and Wales, all other measure groups are
squeezed into little more than one third of the programme budget. In Scotland Theme
B still accounts for more than half of the budget, but the planned expenditure is more
equally divided between LFA, Agri-environment, and forestry measure groups. The
small programme in Northern Ireland is distinctive for its relatively large budget for
local capacity (roughly one third of the total planned expenditure). Indeed this results
in the Province being the only “Type C” region so far identified.

The WP4 report for England states that:

“Neither the UK Strategy nor the RDPE appear to specify the basis on which the
RDP budget was allocated to the UK Regions (England, Wales, Scotland and
Northern Ireland). However, allocations relating to changes in spending plans of UK
government departments are normally made according to the ‘Barnett formula’ . This
gives Scotland, Wales and Northern Ireland a population-based share of planned
changes in comparable spending in England.”

Within England regional allocation was used for Axis 1 and Axis 3. Axis 2 is
delivered as a national scheme and the regional distribution of expenditure is
determined by eligibility criteria at the individual farm level. For Axis 1 the main
regional allocation criterion was the size of the agricultural labour force, with an
adjustment factor to ensure a higher intensity in upland areas. Voluntary modulation
receipts were allocated according to grazing livestock units, with a weighting to
favour dairy cattle, because of particular waste disposal issues. Another variation
involved setting aside a certain amount of voluntary modulation funding for an Energy
Crops Scheme. Axis 3 funding was allocated according to rural population shares,
with upland areas receiving additional weighting in the calculation.
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7.2Regional Targeting within National Programmes

The information so far available to us (as at June 2009) remains incomplete, but the
following examples will provide at least a flavour of the variety of regional allocation
practices used within MS which have single a RDP.

7.2.1 Austria

The Austrian government has carried out an allocation to the individual Lander, but
this is not in the public domain. It is, however, believed to be primarily based upon
expenditure patterns during the previous period. Since these are known it has been
possible to estimate the probable regional allocation for the 2007-13 period at the
NUTS 3 level (Austrian WP4 report).

7.2.2 Belgium

The allocation of funding between the two programme regions in Belgium, Flanders
and Wallonia was decided on a simple population basis. There is some further
allocation of Axis 3 expenditure to the 5 provincial administrations within Flanders.
No sub-regional allocation has taken place within Wallonia.

7.2.3 Denmark

There is no regional allocation of funding for Axis 1-3 in Denmark, the expenditure
pattern being left to individual eligibility criteria and “demand”. However a highly
complex suite of socio-economic indicators are used to allocate funds to Axis 4
(LEADER).

7.2.4 Estonia

Most of the Estonian rural development programme funding is not allocated to
regions. However for measures 111 (training and information), 321, 322, and 323
(village renewal), and LEADER (41, 42, 431) a simple allocation procedure is used in
which part of the budget is shared equally among the NUTS 4 regions, and the rest is
allocated according to population share.

7.2.5 France

In France the distinction is made between “national” measures, which are applied
“horizontally”, and “regional” measures within the DRPR and CPER programmes.
However no explanation of the regional distribution of either national or regional
measure expenditure has yet been made available to the project team.
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7.2.6 Greece

No decision on regional allocations has yet been announced in Greece.

7.2.7 Hungary

The Hungarian report (p4) neatly sums up the situation in many MS as follows:

“a horizontal approach is taken and funds will be supplied to all regions according to
the specific eligibility criteria and applications from farmers. The regional distribution
will probably follow to a large degree the structure that has already occured in the
past period...

7.2.8 Ireland

Axis 3 and 4 funding allocation (to 36 LAGs) was initially carried out according to a
scoring procedure using information from an assessment of the proposed area
strategy and population density, later adjusted “to achieve a fair spread having
regard to population”.

7.2.9 Lithuania

Here the practice is very similar to that of Estonia, but is applied only to Axis 4.

7.2.10 Netherlands

In the Netherlands the regional allocation of the EAFRD funding is obscure, because
it is “rolled up” with a number of other funding sources as part of the National
Investment Budget Rural Areas (IBRA) scheme.

7.2.11 Poland

In Poland regional allocation has been carried out only for a subset of measures,
described as those for which;

“the beneficiaries represent different levels of the Polish territorial self-government:
communes, counties and voivodeships. In the other cases (Leader and “village
renewal”) the crucial issue is the nature of the assistance. Namely, these measures
require a bottom-up approach with engagement of various institutional stakeholders
(esp. local NGOs) and therefore can not be only based on public bodies. Moreover,
the Paying Agency has too less experience with this kind of beneficiaries, because in
the previous programming period it served first of all farmers. To enable an
appropriate planning and funds absorption, actors of the territorial self-government
have been involved into deciding on the rules and planning of the regional allocation.
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The measures involved are:

0 Setting up of young farmers (112);

Modernisation of agricultural holdings (121);

Improving and developing infrastructure related to the development and
adaptation of agriculture and forestry (125);

Diversification into non-agricultural activities (311);

Support for the establishment and development of micro-businesses (312);
Basic services for the economy and rural population (321);

Village renewal and development (322, 323, 313);

AXis 4 Leader.

o O

O O O0OO0Oo

For each of these a very specific set of indicators and criteria have been agreed and
implemented, to generate a regional allocation of the planned budget.

7.2.12 Sweden

In Sweden regional allocation mostly affects Axes 1, 3 and 4., since Axis 2, as in all
other MS for which we have information so far, is allocated to individual claimants on
the basis of national eligibility criteria. The Agri-environment schemes are also
administered nationally, whereas the other axes are either administered by County
Boards (NUTS 3) or LAGs. For Axis 1 the budget is allocated according to the
number of farm holdings (>2.1 hectares), with a maximum reduction compared with
the previous programming period of 15%. For Axis 3 and 4 the main criterion (with a
weight of 85%) is the rural population share, adjusted by a sparsity criterion (the
other 15%). There are also special allocation rules for islands.

7.2.13 Cyprus, Malta, Luxembourg, Hungary, and Czec h Republic

These MS are treated as a single region, with no allocation. This is of course very
reasonable for the three small countries, but rather surprising in the case of Hungary
and the Czech Republic.

7.3 The Scope for Regional Targeting within Rural D evelopment Programmes

All EU policies have, beyond their immediate objectives, a requirement to comply
with a range of general “aspirations”. These include the Lisbon and Gothenburg
Agendas, and more recently the Territorial Cohesion objectives, as set out in the
recent Green Paper (EC 2008c)™, and enshrined in the Lisbon Treaty.

Within a Rural Development context the cohesion issue and the increasing need for
targeting was highlighted at DG Agriculture’s 2008 Cyprus Conference:

Commisioner Fischer Boel posed the following two very significant questions
guestions:

“My second question is: Within rural development policy, to what extent will we want
to “target” available funding?

' http://ec.europa.eu/regional_policy/consultation/terco/
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In general, rural development policy uses a more targeted approach than our system
of direct income support payments to farmers. But even so, some measures in the
policy are more targeted than others. For example, agri-environment schemes are
highly targeted; support for early retirement is less targeted. More targeting means
more administration, but it can deliver extra value for money if we do it well. This “if”’
is very important, of course!

My third question is: What balance do we want to achieve between “compensation”
and “investment”? An example of a rural development measure which works on the
basis of compensation is that of payments to farmers in Less Favoured Areas. In this
case, farmers are compensated for the extra cost of farming in difficult areas. But our
rural development policy also contains many measures which support investments.”

Deputy Commissioner Dormal in her speech mentioned targeting in the context of the
need to live with a declining budget:

“Of course, this makes it all the more essential to target support, to look into
measures critically, to develop indicators, to ask again and again the question: how
can we get the most value for money? How can we improve targeting? How can we
ensure that the needs we have identified are addressed, while ensuring the highest
possible controllability?”

Previous analysis, such as that carried out by ESPON project 2.2.3 (Shucksmith et al
2005), has indicated that the CAP and Rural Development Policy in particular are
rather ineffective in promoting territorial cohesion. The above review of the ways in
which CAP Pillar 2 expenditure is distributed across space suggest that the potential
for enhancing territorial cohesion is at present rather small. This weakness is rooted
in the initial allocation to MS by the Commission, which was strongly influenced by
historical patterns of expenditure, only marginally adjusted to reflect socio-economic
development differences (Section 4). The very weak degree of targeting on the NMS
and Convergence regions was partially reversed when the “Other Public” and Private
financial resources were added. Finally, regional targeting is only carried out within a
few MS, and with one or two exceptions, is generally rather crude.
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8 OTHER RURAL DEVELOPMENT EXPENDITURE

This section will attempt to put EU Rural Development expenditure in the context of a
wider range of interventions to support rural areas in the MS. Patterns of CAP Pillar 2
expenditure are not the whole picture in terms of the MS response to rural
development issues. This is because:

(@) Some MS “top up” their RDP budgets, beyond the required level of co-
funding, under the rules set out in Articles 88-89 of Regulation 1698/2005.
This funding is not included in the budget database provided by DG
Agriculture and analysed in the preceding sections'?. However information on
the scale and measure profile of the national top-ups is available in the RDP
documents.

(b) Some MS fund rural development interventions which are “supplementary” to
the EU programmes (eg “leader-like” programmes in Sweden and Finland).
These are relatively easy to identify because their activities are to some
extent modelled on RDR measures.

(c) More subtly, in most MS there is at some level an interaction between the
national “policy heritage” context in terms of agricultural policy, regional
policy, and “welfare state arrangements”, which is as strong an influence on
the choice of RDR measures to implement and the balance between the
Axes, as is the “objective” pattern of socio-economic development in the
countryside. This was clearly seen in a recent study of Swedish rural
development policy (Copus and Knobblock 2007).

(d) Furthermore, the profile of each MS Pillar 2 programme is also influenced by
the relative strengths and roles of national, regional and local public sectors
(in relation to local development and Axis 3 objectives in particular). Without
an appreciation of this the priorities of the MS RDPs can easily be
misinterpreted.

The above points represent a continuum, beginning with interventions which are so
closely aligned with the mainstream RDPs as to be difficult to separate in terms of
practical implementation, through distinct national programmes nevertheless closely
related to and “shadowing” elements of the RDP, and ending in “contextual” policies
which have a more indistinct and indirect role in determining the character of the
national/regional RDP.

Along this continuum there are also variations in both the availability of “hard”
guantitative data, and in the degree of objectivity with which relevant policies may be
identified. This will, of necessity, determine the way in which our findings are
presented below: Thus it has been possible to assemble comprehensive data on the
size of national top-ups (a), and (in most MS) the measure profile of this expenditure.
The objective identification of “shadow” policies (b) proved very difficult, despite an
attempt to provide a standard definition. The discussion of this form of intervention is
therefore necessarily anecdotal. The information provided by partners on (c) and (d)
was (understandably) coloured by national policy traditions. It is very difficult (and
beyond both the resources and the ambitions of RuDI) to make objective
comparisons at this level. However some broad observations will be offered, subject
to the necessary cautions regarding the evidence base from which they are drawn.

2t s perhaps helpful to make clear that the database does, however, include funding coming from
modulation (in the UK).

44



8.1 National Top-ups (Article 89 Funding)

Article 89 of the Rural Development Regulation makes provision for “National Top-
ups”; national public expenditure beyond that required by co-funding rules. This
expenditure is not included in the “mainstream” budget, and is therefore excluded
from the analysis in Sections 3-7 above.

Figure 19 gives an impression of the relative scale of these “top-ups” in each MS, by
expressing them as a percentage of the Public Expenditure (EAFRD+National) of the
planned “mainstream” RDP budgets.

Across the EU27 as a whole national top-ups equate to very nearly 9% of the total
public sector budget for the current programming period. They are much more
commonly used in the EU15 than in the NMS12. Two-thirds of the former plan to use
Article 89 funds, whilst among the latter only Cyprus and Latvia participate. On
average Top-ups expand the public RDP budget of the EU15 MS by almost 13%.
The equivalent figure for the NMS is just 0.2%.

By far the most substantial top-up is in the Dutch RDP, where Article 89 funding
increases the public funding by over two-thirds. An examination of the financial tables
of the programming document®? reveals that the measures likely to benefit most from
the top-up are rather “conventional” ones, i.e.:

Axis 2 — 214 (Agri-environment) and 216 (unproductive investments)

Axis 1 — 121 (modernisation of agricultural holdings)

Top-ups are also relatively substantial in Ireland, equating to more than one-third of
the mainstream Public budget. Here also Axis 2 LFA and Agri-environment measures
(especially 212, 213, and 214), and Axis 1 measures for early retirement, young
farmers and farm modernisation (112, 113 and 121) benefitted most.

13 http:/www.regiebureau-pop.nl/files/file648.pdf
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Figure 19: National Top-ups as a Percentage of Publ ic Funding in RDP Budgets by MS

In Germany and France Article 89 funding equates to approximately 25% of the
Public budget. Here the pattern is slightly different; Axis 1 and 2 still receive most of
the top-up funding, but some of the additional expenditure is planned for Axis 3 and
4. This is especially evident in the German programme. In Spain the top-up equates
to 19% of mainstream public expenditure within the RDP.

Broadly speaking Article 89 funding seems to be used in situations where budget
cuts (between the 2000-06 period and the 2007-13 period) confront pre-existing
commitments — either formal agreements with beneficiaries (as in UK agri-
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environment schemes) or “perceived” ones in a policy context, (as is hinted at in the
French country report). This does not necessarily imply that additional national
finance is being used only to perpetuate more conventional forms of intervention, as
the German top-ups to Axis 3 and 4 measures illustrate.

8.2"Shadow” Policies funded by the Member States

The “survival” of (nationally funded) rural development policies outside the RDPs was
discussed in one of the first RuDI reports, Deliverable 1.2, which commented on the
initial review of the policy context in each of the EU27 MS as follows:

“the RuDI country profiles highlight the existence of two main approaches, which may
perhaps be denominated as “absorption ” and “coordination” . In the former an
attempt is made to bring all rural development policy into the EU co-funded RDP. In
the latter the member state perceives advantages to the coexistence of nationally
funded activities, and seeks to coordinate them in a hybrid model, often presented
through a national strategic policy document.”

These two approaches are also evident in the country reports produced for the WP4
expenditure analysis. For example the Hungarian report (p4) states that “all relevant
measures are integrated into the current RDP.” Similarly, the Danish report (p2)
states “There is no parallel national rural development policy. Every intervention that
Denmark wants to fund that is connected to the RDP is made a part of the RDP and
is co-funded by the EAFRD.”

Several of the reports remark upon, or provide an account of, the process of
“absorption”: For example, the Slovenian report (p7) states:

“After the EU accession the prevailing part of rural development policy in Slovenia is
carried out within the framework of the EU rural development policy. However, in the
previous programming periods several nationally funded measures continued to
exist, although they accounted only for a small part of public expenditure for
promotion of rural development in Slovenia. With the adoption of the RDP 2007-13
the importance of so called parallel rural development policies decreased even
further. Majority of the previously nationally funded rural development measures were
included with required adaptation to the RDP 2007-13. Such examples are among
others: support for young farmers, land operations and support for common actions
which were transposed to the axis one of the RDP 2007-13.”

In several of the NMS12 the SAPARD programme played a key role in the process of
absorption. Thus in Bulgaria:

“Prior to 2007 the Bulgarian State Fund for Agriculture (SFA) operated a number of
nationally-funded rural development measures in parallel with the pre-accession
actions that were co-financed by the EU under the SAPARD programme.... All of
these nationally-funded rural development programmes have now been superseded
and replaced by the measures of the Rural Development Plan (RDP) 2007-2013. No
additional nationally-funded rural development programmes have been introduced.”

In some MS, (highlighted in the reports for Austria, Hungary France and Germany,
but this is undoubtedly also true elsewhere) small scale rural development
interventions have survived at a regional level. Examples include measures to
improve rural roads and to carry out forest maintenance in Voralberg (AT), or
continuing education, advisory services for farming families, a groundwater protection
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scheme and a programme to support greater use of IT in public utilities and media in
Baden Wiirttemburg (DE)*.

In many MS the line between nationally funded “shadow” rural development
interventions and the wider regional development policy context seems impossible to
draw. This is particularly noticeable in the more densely populated MS, where the
restructuring of the rural economy has proceeded to the point where agriculture is a
relatively small contributor to employment and value added. In this case regionally
administered “coordination” is usually the dominant approach. The IBRA (Investment
Budget Rural Areas) structure in the Netherlands is a very good example of this. In
France a similar “pooling” of EAFRD co-funded, national, and regional interventions
is evident in the regional “DRDR” and “CPER” programmes. In the UK a similar
arrangement used by the Regional Development Agencies is referred to as the
“single pot”.

In Sweden a national policy to support the continuation of farming in the harsh
environment in the extreme North which began long before EU accession, has since
continued outside the CAP regime. This expenditure takes the form of headage
payments on livestock and area payments on crops. 94% of the support goes to dairy
cow headage payments. The continuation of this support is permitted under the
condition that it does not result in an expansion of production beyond pre-accession
levels.

A number of the country reports refer to EU Cohesion policy interventions as
contributing to wider rural development objectives, citing, for example, tourism
development, rural services or business development as important areas of
“overlap”. This reflects a more “territorial” view of rural development (see Deliverable
1.2). Nevertheless, in this respect, it is perhaps important to offer two cautionary
points:

(i) The RDR and Cohesion policy operate under specific guidelines intended to avoid
“overlaps”. For example RDR-funded schemes should only finance small-scale local
infrastructure projects, and many of the measures are specifically limited to farmers
as beneficiaries.

(i) Whilst recognising, from an abstract, theoretical perspective, the fact that these
two EU policies both impact upon territorial rural development, a detailed analysis of
expenditure patterns of cohesion policy is unfortunately well beyond the remit and
resources of RuDI. It is probably fair to assume that Cohesion policy expenditure is
predominantly directed towards urban settlements, and there is no easy way to
extract the rural component.

The scale of the challenge is well reflected in the Belgium report (p3):

“Our different respondents in Flanders, therefore, emphasize that there are multiple
frameworks and financial flows at regional and provincial level of relevance for rural
development. At the same time they admit that it will require serious research,
including the challenge to mobilize cooperation within multiple policy agencies at
regional and provincial levels, to get an overall quantitative impression of the
significance of non-RDP related financial flows for rural development at regional and
provincial level.”

 This is a very random selection, many more are provided in the Country Reports.
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8.3Broader Policy Heritage and Public Sector Conte  xt

The country reports generated a considerable volume of description of various kinds
of national policy which impinge on rural areas; regional development strategies,
social welfare, environmental policy and so on. EU cohesion policy was also
mentioned as being indivisibly intertwined with national policy for rural areas. The
overall impression is of bewildering and at times contradictory complexity. At times
the focus slips into a discussion of issues of governance, rather than the policy
context as one of the determinants of RDP expenditure priorities.

Deriving helpful generalisations is not an easy task, but the following are tentatively
suggested:

® There seems to be a general appreciation of the need to
integrate/coordinate EU Rural Development Policy with a range of other
policies which affect rural areas.

(i) This is increasingly being administered at a regional level. This has at
least two benefits: (a) Increased sensitivity to different regional priorities.
(b) It forces administration out of the national (sectoral) ministry “silos” into
a “territorial” delivery environment.

However these observations also reflect the fact that RDPs are not generally
considered broad-based enough to be “stand-alone” territorial policies for rural areas.
They have (de facto) symbiotic relationships with a very wide variety of other forms of
intervention, whether these are formally recognised through integration of the RDP
into a broader strategic plan or not.

Two further (country-specific) observations are also of interest:

0] The Polish report remarked on the volume and variety of European
supports, and the strain this is putting upon administrative and financial
coordination capacity.

(ii) The English report noted that most rural areas in that country are
relatively prosperous, and have very similar economic structures to urban
areas. Pockets of (rural) disadvantage or decline are therefore considered
best addressed by “mainstream” policies, rather than rural development
policy. This effectively leaves the English RDP to focus upon Axis 2 (and
to a lesser extent) on Axis 1. A similar relationship has been observed in a
Swedish context (Copus and Knobblock 2007), where rural-urban
disparities are relatively small due to the strong welfare state and regional
policies.
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9 PATTERNS OF ACTUAL EXPENDITURE: UNDER-SPEND AND OVER-SUBSCRIPTION

9.1Lessons to be Learned from the Previous Program  ming Period

One  potential source  of information about likely patterns  of
underspend/oversubscription in the 2007-13 period would be a comparison of actual
versus planned expenditure during the 2000-06 period. Of course direct parallels are
not possible since there have been many changes in the way in which the funding is
delivered (EAFRD in place of EAGGF Guidance and Guarantee, SAPARD and
TRDI), the range of measures, the implementation of axes expenditure guidelines,
the greater degree of integration of the NMS, and so on. Nevertheless, it may be
possible to draw some tentative conclusions from the partial data coverage which is
publically available.

The most detailed public source of information upon which such an analysis may be
based is the annual “Rural Development in the EU” (RDEU) reports, published by DG
Agriculture on its web page™. In the context of RuDI, planned/actual expenditure
comparisons at the MS level are of limited interest. In order to derive possible
implications for the current period some kind of disaggregation to measures, or
groups of measures, is required. This level of detail is only available for EAGGF
Guarantee and SAPARD funding. The latter is arguably subject to a variety of short-
term and transitional effects which make comparisons with the current period rather
risky, and so the analysis presented here will focus upon the former alone. It is based
upon a comparison of the planned spending data (EU15 2000-06) provided in Tables
4.2.2.1-4.2.2.9 in the 2006 report (EC 2006), and the actual expenditure over the
same period, extracted from the same tables in the 2007 report (EC 2007b).

Figure 20 summarises the comparison of planned and actual expenditure for EAGGF
Guarantee funded rural development during the 2000-06 period. The last of the ten
small graphs provides a summary across all measures by MS. It shows that all but
two of the 15 MS had actual expenditure up to 5% above the expenditure plan. The
two exceptions were Greece, which had a 13% excess of funding over its plan, and
Portugal, where actual expenditure fell short of the plan by a little over 8%. It is
perhaps significant that in both of these Guarantee funded interventions accounted
for a minority of total Pillar 2 expenditure, due to the importance of Objective 1
designated areas.

'3 http://ec.europa.eu/agriculture/rurdev/publi/index_en.htm
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(a) Farm Investments

(b) Young Farmers

(c) Vocational Training

20

Note:

In all these graphs the bars represent Actual
Expenditure 2000-06, as a proportion of Planned
Expendituture, (i.e planned expenditure =100).

Sources:

Planned: Rural Development in the European
Union 2006, Tables 4.2.2.1-4.2.2.9

Actual: Rural Development in the European
Union 2007, Tables 4.2.2.1 -4.2.2.9

Figure 20: Comparison of Planned and Actual EAGGF G

by MS and Measure Group

uarantee Expenditure 2000-06
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The remaining small graphs show the pattern of underspend/oversubscription for 9
groups of measures. In the case of five of these, (Investments in Agricultural
Holdings, LFA, Agri-environment, Processing and Marketing, and
Adaptation/Development of Rural Areas), the overall EU15 balance was positive
(actual>planned). For Young Farmers, Vocational Training, Early Retirement, and
Forestry actual expenditure was smaller than planned.

Some of the graphs also show, however, a considerable degree of differentiation
between member states, within each of the nine groups of measures. Thus within the
Investments in Agricultural Holdings group, (which across the EU15 showed an 8%
excess of actual over planned expenditure), the UK, “underspent” by 45%, Sweden
by 26%, Finland by 17%, France by 15% and Germany by 11%. At the other extreme
Denmark spent more than double the amount planned, and Italy spent one-third
more than planned.

The three “Human Capital” measures (Setting up Young Farmers, Vocational
Training and Early Retirement), showed a more consistent pattern (of under-
spending). Germany had one of the most significant underspends on all three
measures. Finland had the largest planned/actual discrepancy on the Young Farmers
measure, whilst France and the UK are conspicuous in the Vocational Training
graph. Portugal and Italy had substantial “underspends” on Early Retirement. On the
other hand Belgium spent more than planned on all three measures. Denmark and
Italy exceeded their plans on Young Farmers. The Netherlands exceeded its plans
for Vocational Training by almost 50%. Greece and Spain exceeded their planned
expenditure for Early Retirement by 16% and 5% respectively.

Only three MS underspent on their LFA measures. These were the Netherlands and
Belgium (where LFA is relatively unimportant), and Sweden (where the discrepancy
was small). Of the remaining MS only three “overspent” by more than 15%. The
relatively small deviation between planned and actual expenditure for the LFA
measures is presumably associated with the nature of the payment (headage/area)
which makes the estimation of future expenditure relatively easier and more
accurate.

Surprisingly, the same cannot be said of the Agri-Environment measures. Here 7 MS
“overspent”, and 8 “underspent”. Greece spent only 77% of its planned budget, and
Belgium and the Netherlands only about 90%. France exceeded its expenditure plan
by more than 20% and the UK by almost 15%.

The Processing and Marketing graph shows 7 MS exceeding their expenditure plan,
Belgium having the largest overspend at 60%. Only four MS underspent, the most
significant being the Netherlands, where actual expenditure was only 27% of
planned, and the UK, where 30% went unspent.

The Forestry related measures were underspent in 10 MS, including Sweden, where
actual expenditure was only 14% of planned. Four countries (DK, GR, FR and AT)
spent more than they had planned.

The Adaptation and Development of Rural Areas measure group is particularly
interesting, since it foreshadows Axis 3. Here the majority of MS (i.e. 8) underspent.
Luxembourg’'s 66% underspend is relatively less significant because it was a very
small programme. The UK, Sweden and Belgium all underspent by almost 20%. The
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12% overspend of the large German programme, together with the smaller
overspends in Austria, Netherlands, and Italy, account for the overall positive balance
at the EU15 level.

The following broad generalisations may be drawn from the above analysis:

0 Planned/actual deviations tend to be smaller for measures which fund
headage/area payments (LFA, Agri-Environment etc) which are relatively
easy to forecast.

o Patterns of over-subscription and underspend are much more variable for
measures which require the programme administration to assess likely
demand for a “voluntary” scheme.

0 Longer established measures are more likely to be over-subscribed than
newer ones.

o Significant exceptions to the latter generalisation (such as the positive
balance at the EU15 level for the “Axis 3" measures) can be the result of
substantial variations in levels of activity in different MS. This would suggest
that national policy context is a powerful source of variation, and one which
should be considered carefully seriously in any attempt to speculate about the
likely pattern of expenditure in the current period.

These conclusions are perhaps not very profound, nor very surprising. This to some
extent reflects the relative paucity of available data, and also the fact that the number
of changes which have occurred between the programming periods make direct
comparisons rather difficult and risky. It is therefore appropriate to consider available
information regarding patterns of actual expenditure since the beginning of the
current programming period in 2007.

9.2 Actual Declared Expenditure v Planned Expenditu  re in 2007-08

The source for the following analysis is the Commission’s Rural Development in the
European Union Report 2009 (EC 2009), Chapter 4.

During the first two years of the 2007-13 programme actual declared expenditure
was rather smaller than planned in most MS. Across the EU27 as a whole actual
expenditure was 46% of planned. In the EU15 the proportion was almost 60%, but in
the NMS12 it was only 26%. Indeed two NMS (RO and MT) failed to declare any
payments at all. At the other extreme Ireland which has continuing commitments to
Agri-environment programmes declared slightly more than 100% of their planned
expenditure®. France, Luxemburg, Austria and Belgium made more than 75% of
their planned expenditure.

'® This is probably also due to the fact that the data for actual payments includes Q4 in 2006
instead of Q1 in 2007.
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Table 7: Actual (Declared) Expenditure 2007-
08 compared with Planned Expenditure by MS

100.0

Expenditure 2007-08
Planned|  Actual Actual o e w0, e0  s00
£€m €m] Planned=100 ‘ ; ; ; ‘
AT 1,223 970 79.3
BE 128 100 78.3
BG 581 82 14.2
CYy 51 16 30.6
CZ 789 323 40.9
DE 2,372 1,435 60.5
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EE 191 48 25.0
ES 1,564 668 42.7
Fl 651 449 69.0
FR 1,873 1,592 85.0
GR 925 438 47.4
HU 1,108 307 27.7
IE 729 735 100.8
IT 2,278 630 27.7
LT 510 95 18.6
LU 28 23 81.5 Ly 815
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Figure 21: EAFRD Expenditure 2007-08
(2007-08 Planned Expend.=100) by MS
Source: Rural Development in the European
Union 2009 Chapter 4 Table 4.1.2.1.

The profile of expenditure, in each member state, across the four main themes, and
the nine measure groups reflects both national policy priorities and (during the first
few years in particular) differences in the “set-up time” required by different kinds of
intervention. A broad picture of patterns of expenditure (during the first two years of
the programme) may be gained through presenting the four themes introduced in
Section 6, i.e:

Primary Sector Competitiveness
Agri-Environment and Forestry
Human Capital and Local Capacity
Wider Rural Development

oo
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On the basis of expenditure during 2007 and 2008 the MS may be re-classified
according to the share associated with measures belonging to the four themes (Table
8). In the overwhelming majority of MS (the AEF types) Theme B (Agri-Environment
and Forestry) accounts for the largest share of early expenditure. In 13 of these MS
Theme A (Primary Sector Competitiveness) is the second largest recipient of
expenditure, followed by C (Human and Local Capacity) and D (Wider Rural
Development). In five more MS the ranking of the themes is very similar, deviating
only in the order of the last two themes. Six more MS in the AEF group have Theme
C (Human and Social Capital) in second place, followed by Themes A and D. The UK
has a unique ranking, with Theme D in second place, followed by A and C.

Table 8: Classification of Member States according to Thematic distribution of
Expenditure in 2007-08
Type MS Total Expenditure | Total EU27 Expenditure
ABCD EE 48 0.4
PSC Types (1 MS) 48 0.4
BACD AT, BE, CY, ES, FR, GR, HU,

IT, LV, PT, RO, SI, SK. 5,700 51.2
BADC CZ, DE, DK, LU, NL. 1,917 17.2
BCAD BG, IE, LT, PL, SE. 2,384 21.4
BCDA Fl. 449 4.0
BDAC UK 636 5.7
AEF Types (25 MS) 11,086 99.6
EU27 11,133 100.0

The PSC group of types, which accounted for 7 MS in terms of planned total
expenditure and 11 in terms of planned private expenditure, now accounts for just
one country, Estonia. Even here Theme B is in second place. One MS, Cyprus
cannot be classified, as no expenditure was declared in 2007 or 2008.

The broad expenditure profile for each MS is presented in the pie diagrams of Figure
22. The background colours, and the Type Codes are those for planned expenditure,
allowing easy comparison of programme intentions with actual activity during the first
two years.
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This diagram (Figure 22) shows very clearly the variety of experience even within the
AEF groups (according to expenditure) as shown in Table 8. Thus 3 MS (BG, GR,
and SK) have effectively not made any expenditure outside Theme B (Agri
Environment and Forestry). At the other extreme, EE, HU, and PL have begun their
programmes with more balanced expenditure profiles. HU and PL are distinguished
by allocating more than a quarter of their expenditure to Theme C (Human and Social
Capital. The share allocated to Theme D (Wider Rural Development is very small or
zero in all but a handful of MS. Only in DK does it exceed 10%, although DE is close
behind.

Figure 23 differentiates the more detailed nine-fold typology of measures described
in Section 6, and summarises the expenditure patterns for the EU27, EU15 and
NMS12. In the 2007-13 programme, as in the 2000-06 period the LFA and Agri-
Environment measures have begun spending quickly. Indeed many of these
measures are effectively continuations of previous commitments, and require little or
no “lead in time”. However it is quite surprising that the Human Capital measures
have also begun to spend relatively quickly. The more traditional Capital Investment
measures (and Processing and Marketing) have got off to a slower start, since it
takes time to work up investment proposals and to assess them. What is perhaps
most noticeable in the graphs is the very low levels of declared expenditure on the
three Axis 3 measure groups. Indeed there has been virtually no expenditure on
Rural Diversification and Quality of Life in the NMS12 during the first two years of the
new programme.

There is a very clear and consistent difference between the EU15 and NMS12,
across all measure types, in that the proportion of planned expenditure declared
during the first two years is substantially higher in the former than in the latter.

Thus the evidence of patterns of actual expenditure under the new programmes so
far tends to corroborate most of the conclusions derived from the analysis of patterns
of expenditure under the old programme. The two exceptions noted above (more
rapid take-up of Human Capital measures and the slower start for Physical Capital)
warrant further analysis.
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10 SuMMARY AND CONCLUSIONS

This report is intended to fulfil the requirements for RuDI Deliverables D4.1, D4.2,
D5.1, D5.2. The overall objectives are first of all empirical, to assemble and describe
data on planned and actual Rural Development Programme expenditure for the
Period 2007-13. This is the principal driver of the first 5 sections of the report. As far
feasible, given the variety of national contexts, (and therefore primarily in a qualitative
sense,) these data have been placed within the context of national expenditure on
“parallel” rural development policies. Patterns of expenditure “intensity” have been
explored. Although all the available denominators are in some way problematic to
interpret, the results have pointed to recurrent inequities between MS, sustained
across several dimensions of intensity.

In Sections 6-9 the descriptive objective is maintained, but the focus turns towards
assessing the extent to which patterns of planned and actual expenditure can shed
light on priorities of Rural Development Programmes, the degree to which they are in
tune with “demand/absorption capacity”, and the extent to which the allocation
processes reflect broader EU policy objectives, such as territorial cohesion or the
Lisbon objectives.

The findings so far suggest the following general observations:

(1) That the expenditure profiles of the MS and the regional programmes still
(broadly speaking) reflect a sectoral rather than a territorial ethos
(although it is arguable that the “indirect” territorial impact of Axis 2 has
been underestimated by the classification method used).

(i) That there are clear contrasts in the overall emphasis of the programmes
of most NMS and S European MS compared with those of the North and
West. The former emphasise primary sector competitiveness and the
latter are dominated by Agri-Environment programmes. Human Capital,
Local Capacity and Wider Rural Development generally take a lower
priority, except in a small number of MS.

(iii) That underlying this broad generalisation there is considerable evidence
of adaptability and sensitivity to context, both at the MS and regional level.

(iv) That the process of allocation of EAFRD funding, followed by the addition
of Other Public and Private resources was only very weakly responsive to
high level priorities such as the Lisbon Objectives and Territorial
Cohesion. Furthermore, although a few MS have adopted regional
funding allocation procedures these are generally quite crude, and have a
rather weak “targeting” component.

(v) That Article 89 funding is very much more common in the EU15 MS, and
that it is usually used to allow the MS to honour existing commitments,
carrying over from the previous programme, which cannot be covered by
the “mainstream” budget. This means that they are only in exceptional
cases, (such as in the German programme) used to support more
innovative interventions and territorial approaches.

(vi) Quantitative evidence of the relative size of National expenditure on
“parallel” or “shadow” rural development policies proved very difficult to
acquire, and the discussion is rather anecdotal, revealing the dominance
of processes of “absorption” (within the RDPs) of most national policies,
especially in the NMS. In more urbanised central European MS,
coordination of the Pillar 2 measures within strategic national or regional
development plans (with “single pots” of funding) often makes it very
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difficult to distinguish and compare EU and nationally funded

interventions.

(vii)  Whilst it is recognised that Cohesion Policy may fund interventions which
are effectively territorial rural development, it has not proved possible to
go beyond anecdotal evidence of this, for reasons similar to those which
hindered a quantitative analysis of “shadow” national rural development
policy expenditure.

(vii)  With regard to the wider national and regional policy context, there seems
to be a general appreciation across the EU27, of the need to
integrate/coordinate EU Rural Development Policy with a range of other
policies which affect rural areas. This is increasingly being tackled at a
regional level.

(ix) Analysis of patterns of underspend and overspend during the 2000-06
period, the following conclusions may be drawn:

a. Planned/actual deviations tend to be smaller for measures which fund
headage/area payments (LFA, Agri-Environment etc) which are
relatively easy to forecast.

b. Patterns of over-subscription and underspend are much more variable
for measures which require the programme administration to assess
likely demand for a “voluntary” scheme.

c. Longer established measures are more likely to be over-subscribed
than newer ones.

d. Significant exceptions to the latter generalisation (such as the positive
balance at the EU15 level for the “Axis 3" measures) can be the result
of substantial variations in levels of activity in different MS. This would
suggest that national policy context is a powerful source of variation,
and one which should be considered carefully seriously in any attempt
to speculate about the likely pattern of expenditure in the current
period.

x) Most of these observations seem to hold good for the current programme
period, on the basis of the rather small amount of data so far available.
Two exceptions have been observed; a relatively rapid initiation of
expenditure for human capital measures, and a rather slow start for
capital investment on farms. The EU15 MS have had a much more rapid
initiation of expenditure under the new programme than the NMS12.

From the above observations the following broad conclusions may be derived:

1. That the weight of inertia within the European rural development system
means that “legacy objectives” from previous periods of policy evolution, such
as those behind some of the Axis 1 measures, are still very powerful, and
continue to drive patterns of planned expenditure in many MS, especially in the
South and in the NMS12.

2. By contrast wider rural development, and territorial objectives delivered
through Axis 3 and 4, have played a substantial role in only a minority of MS.

3. Expenditure patterns suggest that support for the delivery of public goods
through the measures of Axis 2 has become the dominant objective across
most of the MS of NW Europe.

4. That targeting of expenditure both between MS and between regions is
mostly driven by historic patterns, rather than an assessment of patterns of
“need” or potential.

5. However there are some very interesting examples of objective and
gquantitative allocation procedures which may provide useful starting points for
efforts to improve the contribution of CAP Pillar 2 to the increasingly important
territorial cohesion objective.
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The first three are hardly very surprising. They confirm what has been known from
analyses of previous programme periods. The information base which RuDI

researchers have assembled on regional targeting is, however, probably unique, and
warrants further detailed comparative analysis.
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APPENDIX 1: Fiches of Planned Expenditure 2007-13,
by Member State, and Regional RDP

63



