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This discussion paper is the third publication in a series of inputs to stimulate discussions on a more
climate-friendly design of the post-2020 EU budget:

1. Climate-friendly design of the overall EU budget (September 2018)

2. Enhancing the implementation and monitoring of the 25% climate mainstreaming target of the
next EU budget (December 2018)

3. Climate-friendly design of the Common Agricultural Policy (March 2019)

The analyses and recommendations in these papers served as a basis for discussions during work-
shops of the Expert Network on Climate Finance in the EU.

The project “Climate-friendly design of the EU budget and financial markets” is financed by the Euro-
pean Climate Initiative (EUKI). EUKI is a project financing instrument by the Federal Ministry for the
Environment, Nature Conservation and Nuclear Safety (BMU). It is the overarching goal of the EUKI
to foster climate cooperation within the European Union in order to mitigate greenhouse gas emis-
sions. It does so through strengthening across-border dialogue and cooperation as well as exchange
of knowledge and experience.

The information and views set out in this publication are those of the author(s) and do not necessarily
reflect the official opinion of the Federal Ministry for the Environment, Nature Conservation and Nu-
clear Safety.
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1. INTRODUCTION

The European Union committed itself to reducing greenhouse gas (GHG) emissions by at least 40%
below 1990 levels by 2030. In addition, the European Commission adopted a strategic long-term vi-
sion to reach climate neutrality by the middle of the century. This transformation requires invest-
ments directed into infrastructure, sectors and projects which enable and support the decarbonisation
pathway of the EU. National and regional governments as well as private actors will play a crucial role
in providing this investment. However, the EU budget has an important signaling function and
should therefore lead by example in terms of supporting sustainability and low-carbon development.

To ensure that a minimum amount of the EU public finance is spent on climate action to contribute to
meeting these targets and ambitions, the EU Commission has introduced the concept of “climate
mainstreaming” to the EU budget in 2014. Climate mainstreaming integrates climate action into all
spending areas of the EU budget and requires that at least 20% is spent on climate-relevant
measures over the 2014-2020 period. For the next Multiannual Financial Framework (MFF) 2021—-
2027, the EU Commission proposes to raise the level of ambition for climate mainstreaming across all
EU programmes to at least 25% of EU expenditure (European Commission, 2018a).

The Common Agricultural Policy (CAP) plays a significant role for the climate-friendly design of the
EU budget. On the one hand, the CAP accounts for half of the climate-relevant expenditure and
38% of the total EU budget. On the other hand, the agricultural sector is still the third largest emitter
of GHG emissions in Europe, despite reductions in the past 30 years. In 2016, the sector accounted
for around 10% of GHG emissions in the EU (German Environment Agency, 2018).

The agricultural sector is also the main source of methane (CHa), primarily from enteric fermentation
and manure management, as well as nitrous oxide (N20), primarily from fertilizer application on soils
and manure management, which both have considerably higher global warming potentials than car-
bon dioxide (COz) (methane 25-fold and nitrous oxide 298-fold) (German Environment Agency, 2016).
Therefore, the GHG emission profile of the agricultural sector is very specific: only 2% of emissions in
CO:2 equivalents originate from carbon dioxide (mainly from liming of acid soils and urea application),
while 55% of GHG emissions come from methane and 43% of GHG emissions from nitrous oxide
(European Commission, 2018b). Figure 1 depicts the contribution of the agricultural sectors as a
whole as well as specific agricultural practices to total GHG emissions for EU Member States (MS) in
2015.

m Non agricultural sector

Manure management

1.5% m Agricultural soils
\ 0.1% Enteric fermentation
0.1% ® Rice cultivation

m Field burning or agricultural
residues and others

Figure 1: Contribution of agriculture (left) and farming practices (right) to total GHG emissions, EU 28 in 2015
Own illustration based on EEA (Eurostat, 2017).
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Agricultural land also emits substantial amounts of CO2 as a result of land use changes, particu-
larly through drainage of peatlands and the conversion of grasslands. Because of methodological diffi-
culties, these emissions are currently not attributed to the agricultural sector but to the “land use, land
use change and forestry (LULUCF)” sector and are therefore not included in the aforementioned
share. Besides, the agricultural sector is responsible for a major share of ammonia emissions (NHs),
contributing to air pollution in Europe (European Commission, 2017a). The agricultural sector is also
particularly vulnerable to climate change, e.g. resulting in stagnation of wheat yields in some parts
of Europe and additional need for irrigation, placing stress on freshwater resources in certain regions
(European Court of Auditors, 2018).

The current CAP (2014-2020) is based on a two-pillar-system, which consists of direct payments
to farmers (pillar 1) and the rural development policy (pillar I1). The direct payments financed by
the European Agricultural Guarantee Fund (EAGF) are meant to provide income security for farm-
ers and to offset comparatively high environmental, animal and consumer protection standards from a
global perspective. France is by far the biggest recipient of direct payments (almost 18% of direct pay-
ments in the period 2015-2020), followed by Germany and Spain (around 12% each) (European
Commission, 2013a). On average, these payments account for roughly 40% of farm incomes in the
EU (German Federal Ministry of Food and Agriculture, 2015). The second pillar's main objective is to
promote sustainable rural development, which translate into three priorities, i.e. fostering agricultural
competitiveness, ensuring sustainable management of natural resources and climate action and
achieving a balanced territorial development of rural economies and communities, including job crea-
tion (European Parliament, 2018a). Measures under pillar 1l are financed through the European Agri-
cultural Fund for Rural Development (EAFRD) and co-financing from Member States. So-called
Agri-environmental and climate measures (AECMs), i.e. farming practices which have beneficial ef-
fects on the environment and climate and foster the necessary changes, are part of these measures.
Examples of AECMs include conservation tillage, reduced use of chemical inputs or management of
habitats.

More than half of the fund’s expenditure is considered to be climate-relevant by the Commission (also
see Figure 2), making it the fund with the highest climate expenditure share under the current MFF.
The climate share in the EAGF is lower but nonetheless accounts for more than a fifth of the total
MFF climate spending in the 2014-2020 period.

CAP

Climate
25%

MFF other EAGE

Climate
MFF CAP 11%

38%

Climate
10%

EAFRD
Climate
14%

CAP
Non-climate

B EAFRD

Non-
climate

MFF other 11%

MFF other

62% Non-climate

52%
CAP
Non-climate
75%

Figure 2: Climate expenditure by policy area/programme under the current MFF

Source: European Commission (2018e)
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The CAP was established in 1962 to encourage farmers to produce food by guaranteeing internal
prices and incomes. In the following decades, the CAP refocused on quality, safety and affordability of
food and on becoming greener, fairer and more efficient. The CAP reform for the current MFF period
aimed to increase the agricultural sector’s contribution for the promotion of intelligent, sustainable and
inclusive growth. The core of the reform has been the introduction of so-called “greening”
measures in the first pillar, i.e. an increased alignment of direct payments with environmental and
climate goals. Since 2015 farmers receive green direct payments which are tied to their compliance
with certain environmentally friendly farming practices and account for 30% of all direct payments.

However, the current system has been criticised by a wide range of actors such as NGOs, research-
ers and the European Court of Auditors (ECA) for failing to incentivise substantial changes in agricul-
tural practices. In addition, the climate markers applied to expenditure under pillars I and Il are
seen to significantly overestimate the CAP’s contribution to climate mainstreaming (European
Court of Auditors, 2016).

During the debate on the State of the Union in 2016, President Juncker announced to modernise and
simplify the CAP, also with regard to its contribution to the sustainable development goals. This is par-
ticularly relevant since the Commission’s proposal for the next MFF foresees to earmark more
than a quarter of the EU budget to agriculture (see Table 1).! However, the overall CAP budget is
foreseen to decrease in comparison to the current MFF, in particular under pillar II.

Table 1: Available funds in the CAP 2014-2020 and post-2020 (in constant 2018 prices)

EU 28 EU 27 EU 27 % of CAP Total EU 27 2014-2020 vs.

2014-2020 2014-2020 2021-2027 (2021-2027) EU 27 2021-2027
EAGF (pillar 1) € 309,064 € 286,143 € 254,247 78.4% -11%
EAFRD (pillar 1) € 102,004 €96,712 €70,037 21.6% -28%
CAP Total €411,068 € 382,855 € 324,284 100.0% -15%
Total MFF €1,136,105 €1,082,320 € 1,134,583 - 5%
% CAP in Total MFF 36.2% 35.4% 28.6% - -

Source: European Parliament (2018b)

In June 2018, the Commission published a proposal for a regulation establishing rules on CAP Strate-
gic Plans (European Commission, 2018c), which forms the main basis for the future design of the
CAP after 2020 together with the proposal for a regulation on the financing, management and moni-
toring of the CAP (European Commission, 2018d). Against this background, the remainder of this pa-
per discusses the climate-relevant structure of the proposed CAP after 2020, laying down both incen-
tives and barriers for climate action. On this basis, it concludes by proposing policy recommendations
for a more climate-friendly design of the CAP post-2020.

1 Budgets in real terms are compared with the previous budget for the period 2014—-2020 (after deduction of expenditure for
UK).
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2. CLIMATE-RELEVANT STRUCTURES IN THE POST-2020 CAP
PROPOSAL

2.1 The greening architecture

Under the Commission proposals for the post-2020 CAP, the two-pillar structure of the current CAP
is retained. Under pillar I, farmers continue to receive direct payments on an annual basis subject to
certain basic rules and environmental standards from the EAGF. Under pillar 1l, the EAFRD continues
to serve as a multiannual and flexible instrument to finance voluntary actions for rural development,
including climate-relevant measures (European Parliament, 2018c).

The guiding principle of the post-2020 CAP proposals is to transfer more responsibility to MS and to
create more subsidiarity as compared to the current CAP with the help of a new performance-based
delivery model (Matthews, 2018). While the EU sets the policy’s cornerstones such as objectives of
the CAP, broad types of interventions, basic requirements (e.g. with regard to environmental stand-
ards or indicators), MS have wide-ranging responsibilities in the CAP implementation process, such
as deciding on their own set of measures under pillar | and Il as well as on the specific design of con-
ditionalities as part of their CAP Strategic Plans subject to approval by the Commission. Annex | pro-
vides a more detailed overview of the CAP Strategic Plans’ content requirements as currently fore-
seen by the CAP Strategic Plans regulation.

The starting point for the new greening architecture is the commitment to pursue a greater level of
environmental and climate ambition (e.g. Article 92 of CAP Strategic Plans regulation proposal).
Article 5 of the regulation proposal outlines three general objectives of the CAP post 2020, of which
objective (b) aims “to bolster environmental care and climate action and to contribute to the environ-
mental- and climate-related objectives of the Union”. Article 6 specifies nine CAP objectives, of which
three are environmental- and climate-related, namely: (d) to contribute to climate change mitigation
and adaptation, as well as sustainable energy; (e) to foster sustainable development and efficient
management of natural resources such as water, soil and air; (f) to contribute to the protection of bio-
diversity, enhance ecosystem services and preserve habitats and landscapes.

The proposed greening architecture in pillar | consists of a new system of enhanced conditionality
(Article 11 and 12) as well as new rules on the schemes for the climate and the environment (Article
28), the so-called “eco-schemes”. For pillar Il payments, AECMs continue to exist as a voluntary
payment scheme referred to as environment and climate management commitments (Article 65).
Figure 3 gives a comparative overview of the new and old greening architecture of the CAP.

The new system of enhanced conditionality comprises the existing SMRs and GAECs, comple-
mented by the three greening requirements of the current CAP: GAEC 1 Permanent Grassland,
GAEC 8 Crop rotation (currently Crop diversification) and GAEC 9 Non-productive features or areas
(currently Ecological focus areas and GAEC 7). In addition, new requirements are proposed (e.g.
GAEC 2 Protection of wetland and peatland) and the SMRs have been extended in the area of the
environment, now including requirements arising from the Water Framework Directive and the Di-
rective on the sustainable use of pesticides. In total, the CAP Strategic Plans regulation proposal stip-
ulates 16 SMRs and 10 GAECs that aim to establish minimum requirements with respect to the cli-
mate (GAEC 1 to 3), water quality and soil (GAEC 4 to 8) and biodiversity (GAEC 9 to 10).

Table 2 gives a comparative overview of GAECs in the new system of conditionality directly relating to
climate change. Annex Il gives a comparative overview of all GAECs under the current CAP and the
post-2020 CAP. Note that SMRs are not depicted, since neither existing nor future SMRs are directly
climate-relevant, but rather refer to water and biodiversity (see Annex Il of CAP Strategic Plans regu-
lation proposal).

Confidential
©2020 Navigant Energy Germany GmbH Page 4



NAVIGANT

A Guidehouse Company

CAP 2014-2020

-

O —<

=

.

O —

& Cross-compliance

(Environmental SMRs and GAECs)

Compulsory for farmers

—

Environmental measures
under rural development

Voluntary for farmers

Climate-friendly design of the EU Common

Agricultural Policy

CAP 2021-2027

Pillar 11

>

Voluntary for
farmers

Level of Requirement

Figure 3: The greening architecture in the current and post-2020 CAP

Own elaboration based on European Parliament (2017)
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According to Article 12 of the CAP Strategic Plans regulation proposal, MS are obliged, on national or
regional level, to define minimum standards in line with the objectives of these GAEC requirements as
set out in Annex Il of the regulation for recipients of direct payments (see Table 2 and Annex II),
thereby taking into account the specific local circumstances of affected areas (e.g. soil and climatic
conditions, land use, farming practices, farm structures). MS may also prescribe standards in addition
to those listed in Annex Ill of the CAP Strategic Plans regulation proposal, provided they are in line
with the CAP’s primary objectives mentioned in Article 5.

Table 2: Overview of GAEC requirements (climate change) in the new system of conditionality and in the current CAP

2014-2020 GAEC requirements

GAEC 6: Maintenance of soil or-
ganic matter level through appro-
priate practices including ban on
burning arable stubble, except for
plant health reasons

Post-2020 GAEC requirements
Climate Change

GAEC 1: Maintenance of perma-
nent grassland based on a ratio of
permanent grassland in relation to
agricultural area

GAEC 2: Appropriate protection of
wetland and peatland

GAEC 3: Ban on burning arable
stubble, except for plant health rea-
sons

Comments

Currently a greening requirement:
obligation to restore permanent
grassland, if reduction relative to ref-
erence level > 5%

Currently climate coefficient of 100%

New GAEC requirement

Adapted GAEC requirement
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Eco-schemes are optional environmental and climate rules that qualify farmers to receive a certain
amount of annual area-based direct payments which are to be determined by MS in their Strategic
Plans. The implementation of eco-schemes is mandatory for MS and must be financed from the pillar
| budget. The same applies for the preparation of lists of farming practices beneficial for the environ-
ment and climate, which form the basis for determining the eligibility for direct payments under the
eco-schemes. In any case, direct payments granted through eco-scheme need to be tied to practices
that go beyond the relevant conditionality requirements and should be different from obligations, for
which payments are granted under pillar 11.

Article 65 incorporates the various AECMs available under the current pillar 1l under the so-called en-
vironment, climate and other management commitments, which are voluntary for farmers. In prin-
ciple, interventions under Article 65 of the CAP Strategic Plans regulation are considerably broader
than the AECMs of the current CAP and can target any of the nine specific targets set out in Article
6(1). However, at least 30% of total pillar Il budget is reserved for interventions addressing the spe-
cific environmental and climate-related objectives set out in points (d), (e) and (f) of Article 6(1) ac-
cording to Article 86(2) of the CAP Strategic Plans regulation proposal. Annex Il provides a compari-
son of eco-schemes (pillar 1) and environment & climate management commitments (pillar 11).

For the post-2020 CAP, the CAP Strategic Plans regulation proposal also foresees the introduction of
a performance bonus for MS achievement of environmental and climate targets (Article 123), which
replaces the performance reserve in the current period. More specifically, the Commission would hold
back 5% of each country’s financial allocation for 2027, which would be released as a bonus to MS in
2026 in case the annual performance review demonstrates that the environmental and climate targets
set as part of the Strategic Plans process are achieved (i.e. at least 90% of target value in 2025).

Finally, the CAP Strategic Plans regulation proposal stipulates that 40% of overall expenditures un-
der the CAP post-2020 are expected to contribute to climate objectives (Article 87). Climate
markers will continue to attribute the degree of climate relevance to the different expenditure catego-
ries. Against this background, Article 87 of the CAP Strategic Plans regulation proposal assigns the
following weighting factors to expenditures under the different payments schemes in order to track
their contribution to the CAP’s overall expenditure target:

o 40% for expenditure related to direct payments (pillar I) under the basic income support
for sustainability and the complementary income support as well for natural or other area-
specific constraints, i.e. contributing to climate change objectives to a moderate degree.

o 100% for expenditure under the eco-schemes (pillar 1), i.e. contributing significantly to cli-
mate change objectives.

o 100% for expenditure counting towards the 30% for environmental and climate manage-
ment commitments (pillar II), i.e. contributing significantly to climate change objectives.

2.2 Incentives for climate action

In principle, the introduction of the new system of enhanced conditionality combining the current
greening and cross-compliance requirements is a step towards more sustainable and climate-friendly
development. Besides the extension of the SMRs by the Water Framework Directive as well as the
Directive on the sustainable use of pesticides, the list of GAECs have been specified and extended by
new elements (see Table 2 and Annex Il). In the context of the climate-friendly design of the post-
2020 CAP, the introduction of GAEC 2 on the appropriate protection of wetlands and peatlands is to
be welcomed, given their relevance as carbon sinks. An increase in the scope of conditionalities
arises from the fact that unlike in the current CAP the new enhanced conditionality generally applies
to all farms without exemptions, e.g. including small farms. However, MS may be allowed to define
exemptions for certain farmers as part of their Strategic Plans (Matthews, 2018).
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Moreover, the flexibility for MS, e.g. in the setting of conditionalities and eco-schemes, gives MS a
set of instruments to be environmentally ambitious if they choose so, however, without far-reaching
regulatory constraints if they do not (see also section 2.3). Devolving more responsibility to MS to de-
cide on which targets to follow and the type of measures to be undertaken may also create opportuni-
ties for a more tailored use of public money, thus potentially delivering better results in terms of cli-
mate impact and a more coherent set of interventions (Hart, Baldock, & Tucker, 2018).

The 30% ring-fencing of pillar Il budget for environment and climate management commitments
and excluding payments for areas with natural constraints (included in the current CAP) means that
payments for environment-related measures in areas of natural constraints (e.g. mountainous areas)
will be on top of the 30% spending requirement for rural development. As such, this can potentially act
as an additional incentive to increase spending on these objectives. Moreover, according to Article 90
of the CAP Strategic Plans regulation proposal, MS may transfer up to 15% of the EAGF to the
EAFRD and an additional max. 15% of EAGF funds to the EAFRD, provided they are used for the
specific environmental and climate-related objectives set out in Article 6(1). In case this option is used
by MS, this provision may also create additional impetus for climate action.

2.3 Barriers for climate action

Despite its own calls for a more ambitious CAP in the area of the climate and the environment, the
CAP proposals do not demonstrate a significant increase in its ambition. While they incorporate
instruments to address climate-related goals, MS are largely responsible for choosing the types of in-
tervention they are willing to finance in their CAP Strategic Plans. In a similar vein, the Commission
claims that 40% of the total CAP budget post-2020 will contribute towards achieving the EU target of
reducing EU GHG emissions by 40% relative to 1990. However, the real contribution of the CAP to
climate-related expenditures remains unclear, since it would largely depend on which measures
MS chose to implement in their CAP Strategic Plans and how ambitious they are.

The specific objectives in Article 6 of the CAP Strategic Plans regulation proposal, including climate
and environment targets (d), (e) and (f), are underspecified and do not provide quantified targets.
For example, the specific target on climate merely sets out to “contribute to climate change mitigation
and adaptation, as well as sustainable energy”.

In general, the continued major reliance on direct payments as part of the post-2020 CAP archi-

tecture can be criticised given that annual per hectare payments are not able to adequately account

for many environmental and climate concerns. In particular, they cannot be differentiated by different
intervention categories creating specific benefits for the climate and the environment through certain
farming practices.

The overall complexity of the greening architecture remains. While the greening concept itself
would be abolished in the post-2020 CAP, the introduction of eco-schemes would still result in three
different environmental/climate instruments, i.e. conditionalities for direct payments (Article 11), eco-
schemes financed by the EAGF (Article 28) and environment and climate management commitments
financed by the EAFRD (Article 65). This complexity might impede an efficient use of public money for
climate benefits. At the same time, given that Article 90 of the CAP Strategic Plans regulation pro-
posal provides for the possibility of a transferal of up to 15% of the EAFRD to the EAGF, this may po-
tentially erode the 30% budget share devoted to AECMs in pillar 11.

As part of the new system of enhanced conditionality, MS have substantial freedom and flexibility in
the concrete design and implementation of their respectively applicable conditionalities as part of their
CAP Strategic Plans. Annex Ill of the CAP Strategic Plans regulation proposal only provides a very
general overview of SMRs and GAECs and their objectives as a basis for standards defined on na-
tional or regional level. Depending on the level of ambition demonstrated by MS and how strictly the
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Commission assesses these requirements, standards may well turn out to be relatively weak, thus in-
hibiting the CAP’s overall climate contribution.

Moreover, and despite the new term “conditionality” as a successor to cross-compliance and green-
ing, direct payments would not really be conditional on meeting certain basic environmental and cli-
mate requirements. Rather, MS would penalise beneficiaries in case of non-compliance with these
requirements (European Court of Auditors, 2018). More specifically, the proposed penalty system for
greening requirements now included as part of conditionality is weaker than under the current CAP,
thus creating less deterrence for non-compliance.

While MS are obliged to introduce eco-schemes, no explicit budget share would have to be ear-
marked by MS, leaving it at their discretion on how well these schemes are financed. This may well
result in available budgets for eco-schemes to be relatively low on average, given the relatively low
climate ambition in agriculture demonstrated by many MS in the past. Moreover, these schemes
would be voluntary for farmers, thus granting an opt-out from potentially more ambitious requirements
promoting climate and/or environmentally friendly farming practices, unlike in the previous greening
payments which are mandatory for all farmers receiving direct payments. Given these shortcomings, it
seems unlikely that the Commission’s proposal for a voluntary eco-scheme would adequately replace
the current minimum allocation of 30% of pillar | funds to the greening payment despite the latter’s
limited impact on farming practices.

The proposed governance architecture in its current form seems to be unfit to ensure Member
States’ climate ambition. In particular, accountability is limited (while subsidiarity is increased) and the
possibility to establish an efficient intervention logic is weak. While the CAP Strategic Plans regulation
proposal stresses a higher ambition with regard to climate and environment objectives, it remains un-
clear how exactly the Commission aims to ensure, i.e. to assess and measure, Member States’ ambi-
tion, given that the latter would be largely determined in the national CAP Strategic Plans.

Weighting expenditures for the basic income support with 40% towards the climate-related expendi-
ture target likely overestimates the real climate contribution of pillar | payments. As a result, it po-
tentially inflates the CAP’s overall contribution to climate-related targets, given the high share of basic
income support expenditures in the total CAP budget (see Table 1). Such overestimation might well
lead to lower financial allocations to other climate-relevant policy areas to achieve the proposed MFF-
wide 25% climate expenditure target and as a consequence reduce the overall EU spending on cli-
mate change mitigation and adaptation.

Only limited impact can be expected from the financial performance bonus for environmental and
climate targets, as the financial incentive for MS to achieve climate-related objectives is relatively low
( (European Court of Auditors, 2018)). Moreover, the performance bonus may well act as a perverse
incentive, i.e. to avoid missing the target in 2026, MS may be incentivised to set targets as low as
possible (Matthews, 2018).

Finally, the reduced budget for the post-2020 CAP, in particular for pillar Il payments (see Table 1)
comes with the risk that the stated higher level of ambition for environmental- and climate-related ob-
jective may not be realised due to a lack of funding.

2.4 Responses by EU Co-legislators to the CAP proposal

In general, the European co-legislators agree on the CAP objectives proposed by the European Com-
mission. However, the European Council stressed that new performance requirements could result
in additional administrative burdens. The European Parliament, on the other hand, warned that na-
tional Strategic Plans could fail to meet environmental objectives set at EU level. An overview of re-
sponses by the European Council, the European Parliament’s Committee on Agriculture and Rural
Development, the Committee on Development, the Committee on the Environment, Public Health and
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Food Safety and the Committee on Budgets with regard to the post-2020 CAP proposals by the Euro-
pean Commission in the area of the environment and climate can be found in Annex IV.
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3. RECOMMENDATIONS FOR A CLIMATE-FRIENDLY DESIGN OF
THE POST-2020 CAP

The following section provides policy recommendations in line with a more climate-friendly design of
the post-2020 CAP based on our assessment of incentives and barriers for climate action in the previ-
ous sections. Recommendations are structured along three main intervention areas.

3.1 More ambitious and specified climate targets within the CAP

Objectives should be quantified at EU level as well as complemented by relevant legislation and
objectives of other EU policies in order to increase their results-orientation and to enable monitoring.
To this end, Article 6 of the CAP Strategic Plans regulation proposal could be amended by:

o Including a provision for CAP to contribute to significantly reducing GHG emissions from
agriculture in line with the Paris Agreement and Union’s climate targets;

o Setting a new EU target, e.g. requiring net-zero GHG emissions for the agricultural sector
as a whole until 2050, including setting quantified EU targets for agriculture for methane
and nitrous oxide emissions;

o Ensuring that GHG emissions absorbed from land use, land use change or forestry (LU-
LUCF) are at least equivalent to the emitted amount (in line with LULUCF regulation of
May 2018).

Moreover, established EU climate and energy targets could be included in the description of how
CAP Strategic Plans should be assessed (e.g. in Article 106 ‘Approval of the CAP Strategic Plan’).
For example, it could be set out that the agricultural sector shall contribute to the Commission’s long-
term vision for a climate neutral Europe by 2050 and the implicit GHG emissions target in the recently
negotiated Clean Energy for all Europeans package, which, if fully implemented, will result in a 45%
cut in GHG emissions in 2030 compared to 1990 levels (European Commission, 2018f).

Finally, the principle of 'no backsliding' compared to the CAP 2014-2020 articulated in Article 92 of
the CAP Strategic Plans regulation proposal should be strengthened. This could be implemented by
including the requirement to increase the absolute and/or relative share of financial support for climate
and environmental objectives. Given the context of the Paris Agreement, ambition should be scaled
up significantly.

3.2 Reform of CAP architecture and governance

In case the current two-pillar architecture is retained in the post-2020 CAP as currently proposed,
improvements to the foreseen instruments should be made to increase overall climate ambition.

For the eco-schemes (pillar 1), setting a mandatory budget share of the national pillar | envelopes
and/or earmarking specific funds for climate action could increase the actual contribution of these
schemes to climate objectives across countries. At the same time, it could increase the justification of
a 100% climate marker for expenditures under these schemes. The budget share for eco-schemes
should at least be as high as the current pillar | share for greening measures, i.e. at least 30%. In any
case, it should be set at a level that adequately accounts for the high ambition with respect to the
CAP’s environmental performance. In addition, eco-schemes could be given the flexibility to finance
more targeted action-based (e.g. farm-specific payment) or performance-based (e.g. point systems)
schemes rather than solely relying on per hectare payments. This would give more weight to the re-
sults-based delivery systems aspired by the CAP Strategic Plans regulation proposal.
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In the context of the new system of enhanced conditionality, climate-related standards should be
specified in more detail at Union level and could be extended by additional climate-relevant GAECs
(see Annex V). New and enhanced GAECs could account for the largest emission sources in the area
of the CAP more adequately (e.g. methane and nitrous oxide from animal husbandry and nitrous ox-
ide from agricultural soil) and better justify a 40% weighting of direct payments. In any case, it should
be ensured that climate-relevant conditionalities incorporated from the previous greening system into
the new enhanced conditionalities (e.g. GAEC 1 and 9) are specified at least at the same ambition
level as under the current CAP.

Given the increased environmental ambition of the CAP Strategic Plans regulation proposal as well as
the fact that AECMs (pillar 1) have been repeatedly identified as an effective instrument to achieve
environmental objectives (Mottershead, et al., 2017), the currently foreseen disproportionate budget
cuts for pillar Il funding should be reconsidered. To avoid below average availability of MS funds un-
der pillar 11, the flexibility to shift funds from pillar Il to pillar | should be restricted. Moreover, setting
higher minimum budget thresholds for spending on environmental and climate management com-
mitments (pillar 1) beyond the currently foreseen 30% would support the expressed higher environ-
mental ambition with the required funds. For some areas with a high EU-wide effect, such as the pro-
tection of peatlands, a 100% financing by the EU without additional co-funding from MS may be ap-
propriate in order to create additional incentives to implement such programs under pillar 11.

A more fundamental (and more ambitious) reform of the CAP would include the abolishment of the
current two-pillar structure. In line with a new guiding principle, payments to farmers would be gen-
erally made fully contingent on the provision of certain public goods (e.g. climate and environment
benefits) that are not adequately remunerated by the market, e.g. via the payment of performance-
based bonuses or other financial incentives. This would go hand in hand with the abolishment of the
direct payment system in its current form.

The overall governance of the post-2020 CAP should be designed in a way that targets, conditional-
ities and measures with climate relevance set out by MS in their Strategic Plans are in fact able to
contribute to the specific climate targets outlined in Article 6(1). To increase overall accountability, a
move towards performance and more responsibility at MS level also requires more clearly defined ap-
proval processes for CAP Strategic Plans and better performance monitoring procedures than cur-
rently proposed. Moreover, a stronger sanctioning system is required to ensure compliance with the
applicable rules and conditions for the respective payment schemes.

The approval procedure of CAP Strategic Plans is the strongest mechanism at the Commission’s
disposal to ensure targeted and ambitious planning. Given the flexibility granted to MS in setting up
their CAP Strategic Plans, the provisions setting out the approval and performance monitoring pro-
cess of CAP Strategic Plans (Article 106 of the CAP Strategic Plans regulation proposal) should con-
sider the following points:

¢ |t should be specified under which conditions and according to which criteria the Commission
can reject national Strategic Plans. In particular, set objectives and targets should be verifia-
ble and consistent with the needs and priorities identified by MS and they must contribute to
the achievement of EU objectives and targets.

e Safeguards need to be included so that MS target setting does not fall short of the required
climate ambition. This could be done by setting minimum ambition levels for result indicators.

¢ Allocation of primary responsibility in this process to policy and administration should be de-
termined based on the respective expertise available, in order to create a balanced approach
and pool sufficient administrative resources. As such, responsibility for CAP elements mainly
addressing environmental and nature-specific objectives should lie with environmental and
nature conservation policy and administration (e.g. DG ENV and CLIMA, ENVI Committee),
while elements mainly addressing agricultural and income policy objectives should be with
agricultural policy and administration (e.g. DG AGRI, AGRI Committee)
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* |n a similar vein, this process should be accompanied by active and balanced stakeholder
consultation, including environmental NGOs. Binding requirements regarding the composition
of involved actors in the process as well their respective responsibilities in decision-making,
evaluation and monitoring should be clearly laid down in the regulation.

e Atthe same time, the planned monitoring and sanctioning system provided for in Articles 84
to 86 of the CAP horizontal regulation proposal should lead to an effective enforcement of set
conditionalities and rules applicable in the respective payment schemes. Otherwise, MS may
e.g. interpret conditionalities set at Union level too lax with the result that the actual climate
contribution of direct payments is lower than expected. For example, penalties in case of non-
compliance with conditionalities could be set in line with the stricter penalties currently in
place under greening so as to increase deterrence. Moreover, minimum monitoring frequen-
cies could be set at EU level.

* Inlight of little MS experience with the programming of various CAP instruments in one Stra-
tegic Plan, investment in capacity building for the drafting, implementation and monitoring of
CAP Strategic Plans might be required in some countries to avoid diverging policy implemen-
tation between countries, as this may lead to decreasing standards and thus a weakening of
the CAP. An increased budget for technical assistance could be incorporated to alleviate
some of these risks.

3.3 Climate contribution of CAP expenditures

Rather than applying a 40% climate marker for all direct payments on the basis of standards pre-
scribed as part of the system of conditionality, the contribution could be more reliably estimated by us-
ing this weighting factor only for direct payments in areas where such payments lead to actual
changes in farming practices that promote climate change mitigation, e.g. protecting wetland and
peatland, or where payments are necessary to maintain such farming practices. However, this would
require a more complex case-by-case approach and would likely lead to higher administrative bur-
den. One approach in this respect would be to require the Commission to carry out scientific studies
ex post to determine a realistic contribution of activities funded under the CAP to GHG emissions re-
ductions. On the basis of these studies, a more accurate tracking methodology than the current use of
climate markers could be proposed.

An alternative approach to a case-by-case assessment of CAP interventions would be a more realis-
tic configuration of the attribution of direct payments to the CAP’s climate-related expenditure
goal of the post-2020 CAP. In this case, all direct payments outside the eco-schemes would continue
to count towards the climate expenditure target, but the actual climate marker would be set at a lower
level to better reflect the actual climate contribution of pillar | payments. To account for different levels
of ambition in the design of conditionalities on national or regional level and to better reflect the
amount of actually climate-relevant GAECs, an additional factor preceding the climate coefficient of
40% could be used. This factor should be set conservatively so as to avoid an overestimation of cli-
mate contributions. It could, for instance be set on the basis of the share of climate-relevant GAECs
as well as a risk factor to reflect incoherent levels of ambition of national standards. Annex V provides
an overview of proposed climate coefficients for each of the GAEC standards. Building on that, a pre-
factor could be elaborated according to the share of climate-relevant standards in the total amount of
foreseen GAEC minus a risk factor. Alternatively, this pre-factor could be based on the share of farm-
land with expected change towards more climate-friendly farming practices. Figure 4 depicts this
framework for the assessment of the climate contribution of direct payments.

With regards to the attribution of expenditures under the eco-schemes to the CAP’s climate quota,
expenditures should only be weighted with 100% if climate-relevant interventions are in fact a signifi-
cant part of the national eco-scheme under consideration. This seems necessary, since eco-schemes
according to Article 28 of the CAP Strategic Plans regulation proposal may serve climate mitigation
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objectives but could in principle only serve one of the specific environment objectives listed in Article
6(1), points (d), (e) and (f) (e.g. only protection of biodiversity).

Share of direct

payments Contribution to climate

Contribution factor based on

Other direct i.
payments
(100 - A%)

Share of climate-
relevant GAEC or

ii. Share of farmland with
expected change in

farming practices

Climate coefficient

Climate contribution
of direct payments

100%

40%

0%

40%

Figure 4: Proposed framework for climate contribution of direct payments

=A% x a% x 100%

=A%x b% x 40%

=A% % c% x 0%

= (100-A)% x pre-factor x 40%

Finally, expenditures as part of environment and climate management commitments under pil-
lar Il should only be fully attributed to the CAP’s climate expenditure target, i.e. with a 100% climate
marker, if the financed intervention mainly contributes to climate mitigation rather than other environ-
mental objectives outlined in Article 6(1) such as the promotion of biodiversity. The identification of
climate contributions of pillar Il interventions should thus be primarily done on a case-by-case basis in
line with the interventions designed at national level, rather than attributing a blanket 100% climate
marker to all environment and climate management commitments.
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4. SUMMARY OF EXPERT DISCUSSIONS

This section summarises the discussions during the third meeting of the Expert Network on Climate
Finance in the EU on “Greening the EU Budget for a Climate-friendly Common Agricultural Policy”
held in Brussels on 5 March 2019. The previous chapters of this report have served as a background
for the discussions of the expert network group.

Climate mainstreaming
Strategic Plans

Article 106 of the CAP Strategic Plans regulation ensures that plans are checked for ambition by the
Commission e.g. with regard to GAECs. The Commission should reject plans that do not show net im-
provements (e.g. more biomass and/or less animal husbandry). Participants stressed that it remains
unclear how the Commission will assess Strategic Plans. There should be clear conditions and crite-
ria to reject plans. In addition, the Commission needs a legislative tool to negotiate Strategic Plans
with MS.

Two pillar structure/instrument mix

Participants agreed that there should be a greater focus on sustainability, food security, biodiversity,
animal welfare, water etc. through targeted payments rather than direct payments. At the same time,
conditionalities for direct payments should be reinforced. New tools should be used to use funds more
efficiently under pillar 11.

Eco-schemes

There is a risk of a race to the bottom in terms of climate ambition. Ambitious countries can choose to
spend a larger share of funds on Eco-schemes rather than basic payments. It was argued that MS
should proof that they have truly enhanced conditionalities, if they spend less than 30% under pillar |
on Eco-schemes.

Eco-schemes could also help reduce complexity and the number of measures under pillar Il. Some
participants argued that a decrease in funds for pillar Il is not necessarily a disadvantage for climate
action. However, it remains unclear how other MS could be incentivised to also raise ambition. In this
context, reducing the climate marker for Eco-schemes could send the wrong signal despite an argua-
bly more realistic representation of climate expenditures. In any case it should be ensured that Eco-
schemes are at least as ambitious as the current greening measures.

Participants also questioned the climate benefits of Eco-schemes if they would last only for one year
because only multiannual commitments would lead to significant outcomes.

Performance bonus

The performance bonus would be based on the existing performance reserve and is a good tool to
foster more ambition in theory. However, the council remains skeptical about the proposals.

Rio markers

There are significant overestimations of climate contributions in the current CAP. Some participants
proposed to consider net climate impacts. For example, where coupled subsidies lead to emissions
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above baseline, a -40% or -100% marker could be applied. However, such impacts are difficult to
measure and coupled subsidies only have a small share in the overall CAP budget.

Other participants believed that the climate marker system cannot be changed significantly ahead of
the next MFF but stressed that some improvements with regard to consistency have been made in
the current proposals. For example, the 100% marker will no longer be applied to areas under natural
constraints.

It was argued that Rio markers provide the best available estimates because it is difficult to track CAP
climate expenditures on a more granular level, e.g. by differentiating between adaptation and mitiga-
tion. Rio markers need to be based on a single methodology that can be consistently applied to all
spending areas, including e.g. research or energy. Besides, they build on an internationally recog-
nised methodology.

Some patrticipants argued that there is a risk that outsiders perceive direct payments as payments
that are beneficial for the environment which is arguably not the case. On the other hand, it was
stressed that the 40% marker for direct payments is applied to reflect that the payments result in a
certain level of climate action.

Linking payments to emission reduction results

Some participants argued that the Rio markers and the climate mainstreaming target ultimately do not
matter and that emission reduction results are ultimately more relevant. However, estimates for emis-
sions from agriculture are very uncertain, therefore links between spending and emissions are even
less clear.

According to one participant, part of the pillar Il funding could be used to assess the CAP’s real cli-
mate contribution and to accurately define climate markers. On the other hand, it was argued that
commitments are used to classify climate spending because evaluations take a long time. Since infor-
mation is only available retrospectively, there is not sufficient time to scale up ambition where needed
given the urgency to reduce emissions. In addition, MS do not want additional administrative burdens.

In the longer term, there could be carbon budgets which could be considered in CAP assessments,
provided that MS would be willing to be assessed.

CAP climate contribution in the context of the 25% target

If climate expenditures under CAP (40%) were to be reflected more accurately, climate finance in
other funds should be scaled up. Without realistic climate targets for CAP, other programmes will not
balance out the lack of ambition.

Subsidiarity

Participants identified the tension between subsidiarity and the EU’s interest in influencing how a ma-
jor share of its funds is spent as a key challenge. It was argued that the EU should try to green the
CAP funds as much as possible. Subsidiarity requires substantial accountability to reduce the risk of
distortions in ambition between MS, as the level of ambition is decided on MS level.

The current CAP

According to one estimate only 0.8% of the second pillar payments were dark green, which stresses
the need for more dark green measures. Some participants stressed that there are already good
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instruments in some MS and that some farmers take significant climate action. Policymakers should
also bear in mind that farming incomes sometimes barely cover the costs for investments in machin-
ery etc.

No backsliding

The principle of “no backsliding” in terms of climate-related objectives is insufficient in the context of
the Paris Agreement. It was stressed that all sectors need to drastically reduce emissions and that
transport and agriculture are lagging behind in particular.

National spending targets

Some participants proposed that there could be minimum spending targets for climate action (and po-
tentially biodiversity) on country level to avoid reliance on other countries to contribute to the overall
targets for CAP. However, the Effort Sharing regulation suggests that ambition could and should differ
across MS.

Meat consumption and production

Animal husbandry in the EU is linked to deforestation and corresponding emissions worldwide due to
fodder needs. Switching to local supplies can have positive climate impacts. Participants stressed that
farmers will not switch to other products if demand for meat persists.

Co-ownership

Participants criticised that climate and environment ministries often get little say during CAP negotia-
tions — especially final decisions — and stressed the need for true co-ownership.

Adaptation

Adaptation should not be neglected in the context of a climate-friendly design of the CAP. Drought
control, floods, etc. also pose significant challenges that need to be addressed.

Changing agriculture beyond the CAP

Participants noted that the CAP alone cannot make European agriculture more sustainable. Other
measures such as taxes on meat consumption could be considered. In addition, there are other legis-
lative instruments to steer adaptation in the agriculture context.

Long-term vision

There is no real long-term vision for agriculture. Some participants called for an abolishment of the
current two pillar structure. The CAP needs to be reinvented and truly focus on sustainability, other-
wise the CAP will continue to decrease in size in the light of ever new challenges such as migration,
security, or Brexit.
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ANNEX | Content of the CAP Strategic Plans (2021-2027)

The following table gives an overview of elements required for the Strategic Plans as laid down in the
Commission’s CAP Strategic Plan regulation proposal (Erjavec, et al., 2018). Obligatory elements of
the CAP Strategic Plans are described in Article 95 with further detailing in Articles 96 to 103.

Required element Details

Assessment of needs
(Article 96)

Intervention strategy
(Article 97)

Common elements
(Article 98)

Summary of SWOT analysis
Identification of needs for each specific objective set out in Article 6

For the specific environmental and climate objectives referred to in points
(d), (e) and (f) of Article 6(1), assessment takes into account national en-
vironmental and climate plans

Prioritisation and ranking of needs, sound justification of choices made

Targets and milestones for each specific objective based on a common
set of results indicators

Overview of planned interventions contributing to results, incl. financial
allocations and explanations of how the intervention contributes to tar-
gets based on a sound intervention logic, coherence and compatibility

Overview of the Strategic Plan’s environmental and climate architecture
describing the complementarity and conditions between the conditionality
and the different interventions addressing the specific environmental and
climate-related objectives and the way to achieve greater overall contri-
bution set out in Article 92

An explanation of how the Strategic Plan’s environment and climate ar-
chitecture intends to contribute to established long-term national targets

Overview of interventions in the areas generational renewal and sectoral
interventions; description of which interventions contribute to risk man-
agement and the interplay between national and regional interventions

Definitions regarding agricultural area, agricultural activity, genuine and
young farmer

Minimum requirements for decoupled aid

Description of the system of conditionality, incl. for each GAEC standard
set out in Annex Il of the regulation a description of the way the Union
standard is implemented, i.e. summary of on-farm practice, territorial
scope, type of farmers concerned, justification of the contribution to the
main objective of the practice. Moreover, a description of the overall con-
tribution of the system to the specific environmental and climate-related
objectives

Description of use of technical assistance and of CAP networks

Other implementation information: value of payment entitlements and
functioning of the reserve, use of production of reduction of direct pay-
ments, overview of the coordination, demarcation and complementarities
between EAFRD and other rural development Union funds
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Required element Details

Interventions
(Article 99)

Target and financial plans
(Article 100)

Governance and coordina-
tion systems -
(Article 101)

Modernisation
(Article 102)

Simplification -
(point h of Article 95)

Annexes
(Article 103)

Description of each intervention shall include e.g. the territorial scope,
the specific design and requirements, the eligibility conditions, WTO
green box compliance (if applicable), plan outputs, financial allocations,
state aid considerations

Overview tables required for target and financial plans

Identification of responsible governance bodies
Information on control systems and penalties

Description of monitoring and reporting structure

Description of elements ensuring modernisation of the CAP, including an
overview of how the Strategic Plan contributes to fostering and sharing of
knowledge, innovation and digitalisation (e.g. description of organisa-
tional set-up of the AKIS, provision of advice and innovation support ser-
vices)

Description of the strategy for the development and use of digital tech-
nologies

Description of the elements related to simplification and reduced admin-
istrative burden for final beneficiaries

Annex |: Summary of main results of ex ante evaluation to improve the
quality of the design of CAP Strategic Plans and Strategic Environmental
Assessment

Annex Il: SWOT analysis
Annex lll: Outcomes and brief description of the consultation of partners
Annex IV: Brief description of crop-specific payment for cotton

Annex V: Description of additional national financing provided within
scope of Strategic Plan, their complementarity with other interventions
and whether outside of state aid
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ANNEX Il Comparative Overview of GAEC requirements

The following table depicts a comparative overview of applicable GAEC requirements in the CAP
2014-2020 and the post-2020 CAP.

2014-2020 GAEC requirements

GAEC 6: Maintenance of soil or-
ganic matter level through appropri-
ate practices including ban on burn-
ing arable stubble, except for plant
health reasons

GAEC 1: Establishment of buffer
strips along water courses

GAEC 2: Where use of water for irri-

gation is subject to authorisation,

compliance with authorisation proce-

dures

GAEC 3: Protection of ground water
against pollution

GAEC 5: Minimum land manage-
ment reflecting site specific condi-
tions to limit erosion

GAEC 4: Minimum soil cover

Post-2020 GAEC requirements

Climate Change

GAEC 1: Maintenance of perma-
nent grassland based on a ratio of
permanent grassland in relation to
agricultural area

GAEC 2: Appropriate protection of
wetland and peatland

GAEC 3: Ban on burning arable
stubble, except for plant health rea-
sons

Water

GAEC 4: Establishment of buffer
strips along water courses

GAEC 5: Use of Farm Sustainabil-
ity Tool for Nutrients

Soil

GAEC 6: Tillage management re-
ducing the risk of soil degradation,
including slope consideration

GAEC 7: No bare soil in most sen-
sitive period(s)

GAEC 8: Crop rotation

Biodiversity and Landscape

Comments

Currently a greening requirement:
obligation to restore permanent
grassland, if reduction relative to
reference level > 5%

Currently climate coefficient of
100%

New GAEC requirement

Adapted GAEC requirement

Remaining GAEC requirement

Abolished GAEC

Abolished GAEC

New GAEC requirement

Adapted GAEC requirement

Adapted GAEC requirement

Currently a greening requirement:
Crop diversification

Currently climate coefficient of 0%
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2014-2020 GAEC requirements Post-2020 GAEC requirements Comments

GAEC 7: Retention of landscape
features, including where appropri-
ate, hedges, ponds, ditches, trees in
line, in group or isolated, field mar-
gins and terraces, and including a

GAEC 9: Minimum share of agricul- ~ Currently a greening requirement
tural area devoted to non-produc- (EFA), i.e. obligation for farmers to
tive features or areas; Retention of ~ retain a minimum of 5% of arable
landscape features; Ban on cutting  land for unproductive/ecologically

b tting hed dt hedges and trees during the bird beneficial landscape elements or
an on cutling hedges and frees. breeding and rearing season; As areas, as well as current GAEC 7.
during the bird breeding and rearing an option. measures for avoidin . .
season and, as an option, measures P ) : g Currently climate coefficient of
invasive plant species 40%

for avoiding invasive plant species

GAEC 10: Ban on converting or
ploughing permanent grassland in New GAEC requirement
Natura 2000 sites
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ANNEX Ill Comparison of Eco-schemes and environment & climate
management commitments?

Eco-Schemes (Art. 28) Environment, climate and other man-

agement commitments (Art. 65)

pillar Pillar 1 Pillar 11
(annual payments, not co-funded) (multiannual payments, co-funded)
Eligible recipients Genuine farmers Farmers and other beneficiaries
Type of payment Payme_nt per ha eligible for Payment per h_a (not necessarrily eligible
direct payments for direct payments)
Duration of pay- Annual and non-contractual Multiannual (5-7 years or more) and
ment commitments contractual commitments

Compensation for all or part of the cost

. incurred/income foregone ) )
Calculation of Compensation for cost incurred/

premia Incenti\{e payment: top-up of income foregone
basic income support

(to be fixed by MS)

e  Same specific objectives in Article 6(1), but commitments going beyond condi-
tionalities and should be different from each other.

Common features e MS can combine both schemes: (a) Eco-schemes as entry-level scheme set as a
condition for pillar Il commitments; (b) Two-tier scheme, e.g. pillar Il payments for
conversion into organic farming and Eco-schemes to maintain organic farming.

2 Based on Erjavec, et al. (2018)
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ANNEX IV Responses by EU co-legislators

The following table provides an overview of responses by the Council of the European Union (Council
of the European Union , 2018), the European Parliament’'s Committee on Agriculture and Rural Devel-
opment (AGRI) (European Parliament, 2018), the Committee on Budgets (BUDG) (Committee on
Budgets of the European Parliament, 2018), the Committee on Development (Committee on
Development of the European Parliament, 2019) and the Committee on Environment, Public Health
and Food Safety (Committee on the Environment, Publich Health and Food Safety of the European
Parliament, 2018) with regard to the post-2020 CAP proposals in the area of the environment and cli-
mate.

Element of CAP Stakeholder Details

proposal

- Specification of the specific climate-related target (d): contrib-
ute to climate change mitigation and adaptation by significantly
reducing GHG emissions from agriculture in line with the Paris
Agreement and Union’s climate targets.

- Defining Union-wide minimum targets is necessary to ensure
that the general objectives of this Regulation are met: Addition
of a new Article 6a on Union and MS targets. In line with the
objectives set out in Articles 5 and 6 of the regulation, the com-
bined CAP Strategic Plans shall lead to inter alia: (b) a signifi-
cant decrease of Greenhouse Gases emissions linked to the
Agricultural Sector by 2027; (h) reducing air and water pollu-
tion due to the agricultural sector; (i) maintaining and increas-
ing the surface of permanent grassland.

- In their draft Strategic Plans, Members States shall indicate
how they intend to contribute to these targets and propose pre-

Climate-related DEVE cise national targets.

objectives Committee - Commission shall make sure that the combination of national
(Art. 6 and new 9a CAP targets will allow the achievement of the Union target set out in
Strategic Plan regula- paragraph 1, that the interventions planned by Members

tion proposal) States are sufficient to reach their national targets.

- In order to ensure a level-playing field, the Commission shall
ensure that MS have adopted similar national targets.

- A new Article 9a on compliance with Paris Agreement, i.e. ob-
jectives of the CAP Strategic Plans shall be pursued in line
with the Paris Agreement including with nationally determined
contributions.

- MS shall ensure that their Strategic Plans are in line with al-
ready established long-term national targets, e.g. LULUCF
regulation.

- Commission shall make sure, before approving Strategic
Plans, that they will respect the objectives set out in Article 9.

ENVI

Committee Specification and increase in ambition of targets (e) and (f)
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Element of CAP T Details

proposal

- creates disproportionate administrative burden, limit Member
States’ leeway to provide farmers incentives to achieve better
climate and environmental results, put farm income under
pressure and disregard different climatic and natural conditions

in MS.
Council - Number of conditionality requirements and standards is too
of the EU high and some are hard to monitor, in particular additional

ones, e.g. GAEC 1, 7 and 8. New elements proposed should
be deleted or made optional under the eco-scheme (pillar ) or
the AECMs under pillar II.

- Exemption for small farmers from conditionality should be es-
tablished (in line with current greening).

- Organic farmers should be considered to automatically comply
with GAEC 1, 8 and 9 (similar to greening requirements be-
fore).

- Outermost regions (Article 349 TFEU) should be exempted
from GAEC 1,2,8 and 9.

- Small farmers participating in the simplified scheme should be

Enhanced .

Conditionality exempted from cross-compliance checks.

(Art. 11-12; Annex I - MS should not be able to define additional standards beyond
CAP Strategic Plan reg- the main objectives laid down in Annex Ill.

ulation proposal) . L .
- In Annex Ill, a maximum variation percentage should be intro-

duced for permanent grassland in GAEC 1 (variation coeffi-
cient of 5% at national level, regional level or farm level).

AGRI - GAEC 5 Use of Farm Sustainability Tool for Nutrients to be re-
Committee moved.

- GAEC 7 changed as follows: No bare soil in most sensitive pe-
riod(s), except for harvest preparation periods.

- GAEC 8 changed as follows: Crop rotation for farms of over 10
hectares, except for permanent crops and crops grown under-
water.

- GAEC 9 changed as follows: 5 per cent of arable agricultural
area devoted to non-productive landscape elements, features
or areas, protein crops and non-productive fallow land. Mainte-
nance of non-productive landscape elements and area to im-
prove on-farm biodiversity.

- GAEC 10 changed as follows: Ban on converting or ploughing
permanent grassland in the environmentally sensitive areas in
Natura 2000 sites.
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Element of CAP T Details

proposal

- Level of detail required by MS to report to the Commission for the
approval of their CAP Strategic Plans and Annexes is too high.

- It would be very useful for the MS to know the criteria for the ap-

Approval of CAP proval of the Strategic Plans.

Strategic Plans

(Art. 95 and 103 CAP c?fotuhr:acllilu - Inclusion of competent authorities for the environment and cli-

Strategic Plan regula- mate in preparation of CAP Strategic Plans; CAP networks to be

tion proposal) established by MS to increase involvement of stakeholders in de-
sign and implementation of CAP Strategic Plans. European CAP
networks to provide capacity building to Member States’ admin-
istrations.

“Greater ambition” Council - Clarifiiation is asked on proplose_d obligation fqr MS to aim to

level of the EU makg _ a gre-ater overall contrl_butlon to the achlevgment of the

(Art. 92(1) CAP Strate- specific environmental and climate-related objectives”.

gic Plan regulation pro- AGRI

) - Art. 92 should be removed; wording is imprecise and concept of
posal

Committee “‘increased ambition” is abstract because no way of measuring it.

- Should be made voluntary for MS to provide more flexibility to tai-
lor environmental measures to their needs.

- Questions regarding possibility of several eco-schemes, unused
Council eco-scheme resources, dividing line with pillar Il payments, pos-
of the EU sibility of grant lump sum payments rather than area-based ones.

- Increase intervention logic: MS to establish lists of agricultural
practices that are designed to meet one or more of the specific
environmental- and climate-related objectives in Art. 6(1).

- A new Atrticle 26b): 70% of financial allocations in pillar | should
go to basic income support for sustainability, i.e. maximum of
30% can go to eco-schemes.

AGRI
Ii(\:o-;chexwpes ) Committee - Interventions under Article 28 can also be complementary to
(Art. 28 C i Strategic those in Article 65 (pillar 11), not necessarily different from them.
Plan regulation pro-
posal) - Support can be granted as annual payment per hectare or farm.
- MS shall gradually increase support for schemes for the climate
and the environment (‘eco-schemes’).
- scope for measures to be supported under eco-schemes needs
DEVE

) to be better defined. MS shall give priority to support farming sys-
Committee tems with multiple farming practices to maximise the effect of
eco-schemes on the climate and the environment, e.g. enhanced
management of permanent pastures, landscape features, and or-
ganic farming.

- Eco-schemes should be based on a list of agricultural practices
beneficial for the climate and the environment established by the
Commission through a delegated act.

ENVI
Committee
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Element of CAP T Details

proposal

- Principle of compensating for costs incurred and income fore-
gone was welcomed; compensation should be additionally al-
lowed in partial form. Incentives beyond compensation should be
provided for beneficiaries committing to higher objectives.

- Clarification of “genuine farmer” pertaining to eco-schemes but

Council not to pillar I commitments. MS shall provide a definition of “gen-
of the EU uine farmer” in their CAP Strategic Plans.
Environmental, - Environmental, climate and other management commitments
climate and other should be allowed for shorter period than 5-7 years.
ngf\sgement commit- - Expenditure for natural or other area-specific constraints should

be included in the 30% budget reserved for specific environmen-

(Art. 65 CAP Strategic tal and climate-related targets.

Plan regulation pro-

posal) . .
- Interventions under Article 65 can also be complementary to
AGRI those in Article 28 (pillar 1), not necessarily different from them.
Committee - Beneficiaries might be compensated through incentives and pay-

ments can be a per-farm payment.

- Renaming measures to “environmental and climate management
commitments” and limiting scope to specific objectives (d) re-
garding climate change as well objectives (e), (f) and (i)

ENVI
Committee

- Areas with natural constraints should be counted under Art.
86(2), like they are under Art. 87(2)(d) for the evaluation of the
CAP budget contribution to the climate change objectives.

Minimum expenditure  Council
in pillar Il for environ-  of the EU
ment- and climate-re-
lated objectives

(Art. 86 CAP Strategic
Plan regulation pro-
posal)

AGRI - Areas with natural constraints should be counted under Art. 86(2)
Committee (as before).

- To make CAP contribution towards climate change objectives
more realistic, the contribution must be calculated intervention by
intervention, based on the actual impact of the activities, meas-
ured by peer-reviewed scientific studies.

- Independent scientific studies shall be carried out to determine
the contribution to GHG emissions reduction or GHG sequestra-
Tracking climate tion of the different activities implemented by MS.
expenditure
(Art. 87 CAP Strategic
Plan regulation pro-
posal)

DEVE - Based on these studies, the Commission shall propose a track-

Committee ing methodology, making sure that: (a) only expenditures allo-
cated to activities that contribute significantly to emission reduc-
tion and sequestration, are counted as climate expenditure; (b)
the percentage of each expenditure that is considered as climate
expenditure is proportional to the actual positive impact of the ac-
tivity on GHG emissions or sequestration; (c) the expenditures al-
located to activities that have a negative impact on GHG emis-
sions and sequestration are deducted from the total climate ex-
penditure, using a similar methodology.
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Element of CAP

Stakeholder Details
proposal
Flexibility between AGRI - The transfer of an additional 15% of funds from pillar | to pillar Il
funds of pillar I and 1l Committee for environmental objectives should not be possible.

(Art. 90(1) CAP Strate-
gic Plan regulation pro-  ENVI

. - No transfers of funds from pillar 1l towards pillar | are allowed
posal) Committee

Procedural require-

ments for CAP

Strategic Plans DEVE

(Art. 94 CAP Strategic Committee
Plan regulation pro-

- Explicit inclusion of environmental stakeholders, including NGOs.

posal)

Assessment of needs - Assessment of need_s should additionally take_ int_o account the
and intervention strat- objectlve§ of the Paris Agreement anq thte.objectlve to reduce EU
egy in CAP Strategic DEVE GHG emissions linked to agriculture significantly by 2027.

Plans Committee - Additional description how environment and climate architecture
(Art. 96_& 97 of CAP of Strategic Plans contributes to objectives of Paris Agreement
Strategic Plan regula- and objective to reduce EU GHG emissions linked to agriculture
tion proposal) significantly by 2027.

- Instead of annual performance reviews, biennial performance re-
views conducted by Commission; > 35% (instead of >25%) short-
fall from milestone for reporting year requires justification for de-
viation to be submitted by MS, submission of action plan only

Council “where necessary”.
. of the EU - The proposed performance bonus raised doubts with regard to
Performance review . - ; . o
and bonus its nature (since rather than being a real bonus with additional
funding it more appears like a reserve/penalty) and its capacity to
(Art. 121 & 123-124 of . : . . o .
. contribute to higher environmental/climate objectives. Removal is
CAP Strategic Plan reg-
. suggested.
ulation proposal)
AGRI - Removal of performance bonus, since this involves a double
Committee penalty.
ENVI - Performance bonus allocation should be based on target
Committee achievement in terms of impact instead of results (i.e. impact
rather than results indicators shall be used)
AGRI - In view of higher level of environmental ambition, CAP budget
Committee should be kept at least at the same level as during last period.

- A significant part of the Union budget should continue to be dedi-

cated to agriculture, which is a common policy of strategic im-
CAP budaet BUDG portance. Therefore, the financial envelope for the CAP should
9 Committee be EUR 382.9 billion in 2018 prices (EUR 430.9 billion in current

prices). Budget should at least be maintained at the 2014-2020
levels.

ENVI - CAP should maintain the same level of financing in the 2021-

Committee 2027 MFF compared to 2014-2020 MFF
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ANNEXV GAEC requirements in Post-2020 CAP: Evaluation & DEsign recommendations

Post-2020 GAEC requirements

Assessment of climate o
Justification

contribution (Navigant)

Designh recommendations

GAEC 1: Maintenance of permanent grassland
based on a ratio of permanent grassland in re-
lation to agricultural area

GAEC 2: Appropriate protection of wetland and
peatland

GAEC 3: Ban on burning arable stubble, ex-
cept for plant health reasons

GAEC 4: Establishment of buffer strips along
water courses

GAEC 5: Use of Farm Sustainability Tool for
Nutrients

Moderate climate relevance: Standard
does not prevent permanent grassland
from being ploughed in area A as long as
an equally large area B is converted into
permanent grassland. As a result, the net
CO: storage effect is reduced, since old
permanent grassland usually stores more
CO:2

40%

Up to 100%

(depending on design) Moderate/high climate relevance

40% Moderate climate relevance

0-40%

. . No / Moderate climate relevance
(depending on design)

Up to 100% (depending on

- Moderate / high climate relevance
design)

Ratio of permanent grassland should
be defined at EU level, e.g. 10%

Ban on the conversion of existing per-
manent grassland.

Should be made more binding with
definition at EU level what constitutes
“appropriate”, in order to strengthen
climate relevance.

The extended definition of the former
GAEC 6 (“Maintenance of soil organic
matter level through appropriate prac-
tices”) should be adopted and all ap-
propriate practices should be listed.

The width of buffer strips could be de-
fined.

Define quantified targets for use of ni-
trogen fertilizers to reduce nitrous ox-
ide emissions or replace with sug-
gested GAEC 12.
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Assessment of climate

contribution (Navigant)
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Justification

Design recommendations

GAEC 6: Tillage management reducing the
risk of soil degradation, including slope consid-
eration

GAEC 7: No bare soil in most sensitive pe-
riod(s)

GAEC 8: Crop rotation

GAEC 9: Minimum share of agricultural area
devoted to non-productive features or areas;
Retention of landscape features; Ban on cut-
ting hedges and trees during the bird breeding
and rearing season; As an option, measures
for avoiding invasive plant species

GAEC 10: Ban on converting or ploughing per-
manent grassland in Natura 2000 sites
Navigant suggestion for a new GAEC 11:

Standards regarding animal husbandry to re-
duce methane emissions

Navigant suggestion for a new GAEC 12:

Standards regarding manure to reduce me-
thane and nitrous oxide emissions

0-40%
(depending on design)

40%

0%

40%

40%

Up to 100%
(depending on the design)

Up to 100%
(depending on the design)

No / Moderate climate relevance

Moderate climate relevance

No climate relevance

Moderate climate relevance

Moderate climate relevance

Depending on design

Depending on design

Require specific restrictions/ climate-
friendly practices in terms of tillage to
manage soil carbon (e.g. reduced till-
age).

Define “most sensitive periods” and
consider extending scope.

Minimum share of agricultural area
devoted non-productive/ecologically
beneficial areas and/or type land-
scape elements should be set at EU
level (similar to current greening re-
quirement “EFA”) this GAEC should
be further specific, e.g. providing a list
of appropriate measures, and should if
possible incorporate a climate-rele-
vant minimum share that MS have to
comply with.

Consider increasing the scope of the
ban.

E.g. require improved feeding prac-
tices, supplements and additives.

E.g. require more use of manure as
an energy or crop nutrient source, re-
quire climate-friendly storage and han-
dling practices, dietary requirements
for livestock.
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