Potential for environmental cross-compliance
to advance agri-environment obj ectives

L one Kristensen and Jargen Primdahl

Danish Centrefor Forest, Landscape and Planning, The Royal Veterinary
and Agricultural University, Denmark

June 2004

Authors mall address: |okr@kvl.dk, jpr@kvl.dk




Content

1 Introduction
2 Definitions of countryside stewar dship and
cross-compliance

2.1 Countryside stewardship — agriculture, environment
and landscape
2.2 Definitions and some legal aspects of
cross-compliance
3 Past experience of cross compliance

3.1 Cross compliance in the US and Switzerland
3.2 Cross-compliance under the CAP

4 Thenew cross-compliance measuresin
the 2003 CAP reform

5 Countryside stewar dship — policy objectives,
instruments and cross compliance
6 Experience of farm conservation plans and training
6.1 Farm conservation plans
6.2 Traning
7 Therelationship between cross-compliance obligations
and voluntary agri-environment schemes

7.1 Cross compliance and pillar one measures
7.2 Cross-compliance and pillar two measures
7.3 Reationship between pillar one and pillar two

8 Cross-compliance as a meansto advance countryside
stewar dship objectives constraints and potential

9 References

Appendixes

10

11
15

21

22

25

25
27

29

29
31
33

38
43



Acknowledgement

This report is made within the framework of the EU Concerted Action Project
‘Developing cross-compliance in the EU — background, lessons and opportuni-
ties. The project isfunded by the Commission of the European Communities
RTD programme ‘Quality of Life and Management of Living Resources , ut

der project reference QLK5-CT-2002-02640. The content does not necessarily
reflect the views of the Commission.



Potential for environmental cross-complianceto
advance agri-environment objectives

1.

I ntroduction

Cross-compliance is ardatively new policy insrument in the EC and has, until
now, been used in different ways by the member states to advance agri-
environmenta objectives in connection with the Common Agricutura Policy
(CAP).

This paper, partly based on presentations and discussions at aworkshop held in
Roskilde, Denmark, November 2003, is about the use and potentia of envi-
ronmenta cross-compliance measuresin a CAP context. The work is part of an

EU concerted action project, “Devel oping cross-compliancein the EU — back-
ground, lesson and opportunities’ and the objectives of the work package led

by the Danish team are:

“To clarify the potential for using cross-compliance measures to advance agri-
environment objectivesin EU countries and to explore the relationship be-
tween such measures and voluntary incentives funded under the Rural Devd-
opment EC Reg. 1257/1999”

Since the research proposal was approved and the project began, a substantive
reform of the CAP has been approved (June 2003) including new and more
extendve cross-compliance measures to be implemented from January 2005
(EC Reg. 1782/2003). Consequently, we have included andysis and discus-
sons of the new cross-compliance measures in this report, dthough thereis,
understandably, no experience of the operation of these new measures yet.

First, we present the key concepts concerning countryside stewardship and
agri-environmenta objectives and discuss different definitions of cross compli-
ance. Next, in chapter 3, we outline experience gained so far of operating
cross-compliance measures as introduced by the Agenda 2000 reform. Chapter
4 presents the new measures to be implemented from 2005. Countryside stew-
ardship issues and whole farm environmenta plans are the subjects of chapter
5 and 6, in which we focus on agri-environmenta schemes and smilar mees-
ures. The purpose of these chaptersisto provide an overview of the objectives
and policy experiences relating to countryside stewardship. In the find chapter
we discuss the potentid for using cross-compliance to advance agri-
environmental objectives, asthey are defined in the following chapter.



Definitions of countryside stewardship and cross-compliance

2.1 Countryside stewardship —agriculture, environment and land-
scape

Thereisno dear, interdisciplinary terminology for environmental issues. We
have used the word ‘ countryside stewar dship’ (CS) to sgnify the protection,
maintenance and enhancement of the countryside, which we in turn understand
asthe rurd landscape, structured by a mixture of natura processes and human
functions (see Huylenbroeck and Whitby (1999) and Wascher (2000) for smi-
lar definitions). Higtoricaly, dmost al European landscapes are formed by
agricultural and foredtry activities, dthough rural landscapes are also shaped by
the fact that people live there and vigt them for recreationd purposes and by
thelr natura habitat functions. The importance of these different functions

tends to vary from region to region. (Green, 2000; Primdahl et al., 2004).
Countryside stewar dship policy (CSP) is defined as any type of public inter-
vention into owners and users decision-making concerning landscape protec-
tion, maintenance and enhancemen.

Protection means, in this context, preventing undesirable changes to the envi-
ronmental state, achieved ether by legal measures or by incentives such as
countryside stewardship schemes. M aintenance refers to situations where
vauable parts of the landscape are dependent on continuous management prac-
tices such as grazing/mowing, hedgerow trimming, sonewall maintenance,
woodland pollarding, thinning etc. In a countryside policy context, mainte-
nance is usudly ensured through incentive instruments dthough examples of

mai ntenance requirements are found in regulatory measures, e.g. in the Danish
Forest Act, in building regulaions, and in Stuation where lack of maintenance
is affecting neighbours and others negatively (hedge trimming, water body
management, fire lanes etc.). Policy objectives rdated to enhancement are
usualy incentives such as planting schemes, clearing schemes, restoration
schemes, and the like. Often enhancement schemes, for example measures to
promote conservation of arable land to permanent grassand, depend on a sub-
sequent continuous grasdand management that is implementation of protection
and maintenance schemes (Hodge, 2000; Primdahl et a., 2003). For al three
types of issuestraining for land managers and information and advice are dso
relevant policy ingruments— we return to thisin chapter 6.

Thereisnot, of course, any optimal landscape structure to be aimed at. Farmers
and forest owners themselves will ‘produce’ alandscape based on their own



vaues and farming system in combination with the specific locd conditions
and various public policy interventions. The concrete ‘ landscape decisons
taken by theindividua farmer may be production oriented, mainly market-
based decisons. Or such decisons may be linked to the farm as aplace or a
property and based partly on culturally rooted traditions and functions related
to the farm as aplaceto live, to vist or as a system of wildlife habitats. Such
‘property decisons may dso be linked to investments in the farm property
vaue. In stuations where the owners and the producers are different people,
the owners may be equaly important for the landscape structures as the pro-
ducers— or in certain periods and regions be even more important for the land-
scgpe dynamics, depending on the agricultural market/ business conditions and
the specific policy Stuation (Primdahl, 1999). The resulting landscape may be
Seen as a sort of trade off between the farmer’ sindividua desideratum and
more collective objectives asthey are reflected in legidation, support schemes
and other public policies. This landscapeisthe Lo Stuation on Figure 2.1. Ac-
cording to Bromley (1997), who was focusing on non-farming functions
(termed amenity, habitat and ecologicd ‘implications’) the ‘space surrounding
the more or less arbitrary Stuation at to will be ‘the bargaining space’ for de-
termining new policies and the balance between uncompensated regulatory

Less desirable | More desirahle
landscape Ly landscape

Figure 2.1 A landscape may be considered as a potential continuum of non-
agricultural values and changes from the current situation (Lo) may be considered less
or more desirable from the community (Bromley, 1997).

messures and incentives. The degree to which demands for a desirable land-
scape are articulated from ‘ outside- stakeholders' (urban people for example)
may influence this baance. 1t may, however, only be of limited relevance to
see the bargaining space as a struggle between agricultura interests on the one
Sde and urban interests on the other as indicated in Bromley’ s text. The con-
temporary European countrysde is much more multifunctiond and socidly
diverse than it was when agriculture was the dominant (or even the only) driv-
ing force.



Focusing on a specific area, countryside stewardship policies affect not only

the quality of the landscape, but aso the share of the farmed area. In Figure 2.2
we have shown how different policies affect the Sze of the utilised agricultural
areawithin agiven region. In this respect, it isimportant to recall that CSPis

by no mean anew type of public intervention. Regulation of owner and user
rights to natura resources have taken place for centuries and are among the
oldest part of legidation (Hoff, 1997; Rackham, 1986). Seen in the context of a
given region, regulatory measures will often limit the proportion of area avail-
ablefor agriculture (11-1V in Figure 2.2). Agriculturd subsidies are on the other

I Specific conditions for agricultural management and Potential agricultural
production (UAA)?® land? (PAL)
Il | Regulatory UAA PAL
restrictions (RR)
1 RR AS? PAL
UAA

v RR AES AS+ PAL
AES*
UAA

1) The utilized agricultural area (UAA) in a situation where thereis no policies involved
2) Potential agricultural land, but not economically feasible to utilize at the time given

3) Agricultura subsidy linked to production (e.g. price support, hectare and headage
payments)

4) Agri-environmental scheme, less favorable areas scheme and other schemes with
payments for farming on locations with difficult conditions for agriculture production

5) Agri-environmental scheme with payments for income forgone due to restrictions above

the legidation

Figure 2.2 How the specific conditions (in time and space) for farming as part of a
given area are affected by regulatory restrictions, subsidies and agri-environmental
payments.

hand, to the extent they are linked to production, often expanding the agricu-
tura area as they contribute to the improvement of the agricultural conditions
(111). Agri-environmenta schemes may be aimed at reducing environmental
impact through restrictions on land-use or agriculturd practices and thereby
limit the agricultural conditions or they may be amed a maintaining (usudly
extensve) agriculture in margina aress, thet is keeping alarger areain agricu-
tural use than would be the case without such subsidies (1V). Less favoured
area schemes function in the same way.

Aswill be shown in chapter 5, alarge number of public countryside steward-
ship policies have been introduced in recent yearsin the EC. We seethree main
and inter-linked reasons for this development. First, there have been changesin



agriculture: new technologies, more open markets (within the EC), and a com-
mon agriculturd policy which together have intensified European agriculture
and resulted in severe impacts on water quaity, soils, habitats, landscapes and
other aspects of the environment. From the mid 1980s, environmenta issues
were increasingly put on the agriculturd policy agenda. The Commission pub-
lished the so-called ‘ Green book’ announcing reforms and greening of the CAP
(European Commission, 1985) and at the same time agri-environmental
schemes (AES) were introduced, first as an opportunity for the member states,
later with EC co-financing of 25 % (50 % in Objective 1 regions). In 1992 as
part of the MacSharry CAP reform, AES were made obligatory for the member
states with a 50% financed share from EC (75 % in Objective 1 regions). By
1998 about 20 % of the utilized agriculturd land in the EC was under AES
agreements (Baldock and Lowe, 1996; Buller, 2000).

A second driving force affecting the introduction of new countryside policiesis
anew urbanrurd relaionship, which is changing mutua dependencies be-
tween the city and the country. Among other things, this meansthat agiven
city isno longer dependent on the surrounding rurd economy (including the
surrounding food production). Instead, the city’ s dependency on the country-
Sde has changed to ecologica services and recreation such as water supply,
clean air, waste reception, outdoor recregtion opportunities efc. A growing
number of hobby farmers with urban incomes and no or little economic de-
pendency on agricultura production are aso part of the new urban-rurd rela-
tionship. The urban fringe landscapes, covering asignificant share of Euro-
pean rurd landscapes, have changed from being mainly production landscapes
to consumptions landscapes, which have influenced countryside stewardship
policies (Hoggart et d., 1995; European Commission, 1999; Vos and Kilijn,
2000).

Findly, increasing wealth should be mentioned as a third factor. As societies
become more affluent, they tend, according to economic theory, to increase
demands for landscape assets and other environmenta goods (Huylenbroeck
and Whitby, 1999). Such afactor is, of course, closdly linked to the two others,
and the question of wedth may partly explain why some EU member states—
especidly in Northern Europe have alonger tradition for countryside steward-
ship policies than other less affluent countries. The OECD has collected a
number of monetary vauation sudies, which indicate that there seemsto bea
clear demand (messured as “willingness-to-pay”) for landscape and wildlife
conservations schemes within European countries and the US, dthough great
variations occur between the individual studies (OECD 2001).



2.2 Cross-compliance —definitions, policy and legal aspects

Definitions of and approaches to cross-compliance

In genera terms, cross-compliance can be described as a policy instrument that
link two activities together for example linking digibility for agriculturd sup-

port payment (e.g. the direct payments of the CAP) to the undertaking of spe-
cific environmenta activities. However in principa cross-complianceis not
restricted to direct payments, but may aso include attachment of environ-
mental conditions to insurance schemes, loans etc. Neither are conditions

soldy environmental but can dso rdate to anima welfare and supply control,
for example (Christensen and Rygnestad, 2000; Baldock and Mitchell, 1995).
Within the agricultural policy domain, environmenta cross-compliance has
been the most widespread implemented cross-compliance measure until now.

In the legidation implementing the Agenda 2000 CAP reform, environmental
cross-compliance refersto: (1) the attachment of specific environmental condi-
tion to the direct payment and (2) the gpplication of sanctionsin the form of
reduction (withdrawa) of the direct payment in the case of non-compliance
(EC. Reg. 1259/1999, article 3).

Smilar definitions, dthough expressed more generaly are widespread in the
literature. Thus Dwyer et d. (2000) and Russdll and Fraser (1995) define envi-
ronmental cross-compliance as an attachment of environmenta conditionsto
the receipts of agricultura support payment offered to farmers. Christensen and
Rygnestad (2000, p. 4) propose an extended definition sressng the multi-
objectives of cross-compliance measures. “ The receipt of agricultura support
is made contingent upon farmers undertaking specific environmenta activities.
And, the penalty for non-compliance with an environmenta regulaion is

linked to the agriculturd aswdl asto the environmenta god”.

The key element of the concept of environmenta cross-compliance, as defined
above, isthat it enables policy makers to use production-related agricultura
support payment to generate incentives for modifying the (neggtive) externd
effects of agriculturd production (Russell and Fraser, 1995).

Looking at the gpplication of environmental cross-compliance asapolicy in-
strument at |least two approaches have been prominent. The so-called ‘red
ticket gpproach’, which is a mandatory approach making digibility for particu-
lar agricultural support contingent upon farmers' attainment of specified envi-
ronmental or conservation standardsis the most well known and most com-



monly gpplied type of environmentd cross-compliance. Another approach is
the ‘ orange ticket approach’, which involves a combination of mandatory obli-
gations and incentives to generate environmentd berefits. Here the digibility
for agriculturd support is contingent up-on farmers entering an otherwise vol-
untary environmenta incentive scheme (Dwyer et a, 2000; Spash and Fal-
coner, 1997).

In the US athird approach to cross-compliance has been applied, the so-cdled
‘green ticket approach’, which isakind of bonus approach that makes farmers
eligible for higher levels of agriculturd support if they comply with or exceed
agiven st of conservation standards (Spash and Falconer, 1997; Badock and
Mitchell, 1995). A green ticket approach is not perceived as cross-compliance
within the EC, rather as a pure incentive measure (Baldock and Mitchell,
1995).

In addition to giving Member States the option to attach conditionsto pillar
one CAP payments (EC Reg. 1259/1999), the Agenda 2000 reform made it
obligatory for member states to define Good Farming Practice (GFP) stan-
dards, which farmers have to follow in order to be dligible for funding under
certain measures of the Rural Development Regulation (EC Reg.1257/1999),
the pillar two of the CAP. The Commission does not characterize this type of
linking of activities as cross-compliance. According, however, to the basic
definition of cross-compliance mentioned above, this type of arrangement may
fal under the definition of cross-compliance, asit includes the linking of two
types of activities and the recaipt of funds is made contingent upon farmers
undertaking specific environmentd activities. The implication of this variant of
cross-compliance is that it enables the prevention of environmenta deteriora-
tion other than ones dedling with in the agri-environmenta agreement.

According to Spash and Falconer (1997), cross-complianceis best regarded as
aregulatory measure with economic incentive effects (page 25). Also Christen
sen and Rygnestad (2000, p. 17) regard cross-compliance as a regulation based
on the following consderation: ‘when the perceived cost of qudifying for sup-
port is less than the support received, farmers will choose to comply with
cross-compliance conditions and the instrument operates virtualy as regula
tion'.

According to Christensen and Rygnestad (2000) the policy gods of environ
menta crass-compliance can be both improving a positive externdity and re-
ducing a negetive externdity. For example, the policy concept can offer a pos-



tive incentive for farmers to improve wildlife habitats as well as to reduce pol-
lution. Thisviewpoint will be further discussed in chapter 7 and 8.

Some policy aspects of cross compliance

From apalicy andysis viewpoint there are different views of the potentias of
using environmenta cross compliance.

In an article published by Beard and Swinbank (2001) the EU Commissioner
for Agriculture, Franz Fischler was quoted for the viewpoint that a continuation
of direct payments to farmers will have to be maintained due to relaively high
costs for European production partly because of the requirements of ‘good ag-
riculturd practice’ . Beard and Swinbank (2001) rejected this viewpoint and
they put forward four arguments for not accepting the notion of making pay-
ments contingent upon environmenta objectives. Firgt, they did not believe
that arable payments under Agenda 2000 would last long and it would there-
fore be meaningless to base environmenta policy on cross compliance. Sec-
ond, they saw extensive adminigtrative cogts linked to cross compliance and
third they argued that there would be no reasons to expect the needs for envi-
ronmenta goods to coincide with conditions for payments. As afourth argu-
ment againgt the use of cross compliance they mentioned the WTO processin
which they found it unlikely that cross compliance could turn the unacceptable
blue-box payment into a compliant green-box scheme. Although the CAP re-
form devel oped somewhat different than Beard and Swinbank (2001) were
expecting, some of their anadlyssisin our opinion dso of high relevance to the
present situation, especidly when it comes to the potentials of cross compli-
ance as a means to implement environmenta policies.

Spash and Falconer (1997) take another approach to the potentials of cross
compliance. Their point of departure isthat policies have secondary or ‘sde
effects in addition to their primary objectives and these ‘ cross-achievements
should be included when assessing a palicy. In the case of negative ‘ cross-
achievements of agiven policy — for example increased use of nitrate as a
consequence of arable payments for example — additiond congraints on farm-
ing may be linked to the payments that is cross compliance. In the conclusion
they emphasize that “ cross-compliance gppears to be a potentialy important
agriculturd policy tool and a step towards much needed integration’ (Spash
and Falconer 1997, p.39). However, they also point out some weakness of
cross-compliance for example thet it leaves little possbilities for more Site Soe-
cific actions because cross-compliance needs to involve standardised require-



ments. They dso note that cross compliance may be particularly revant in
periods characterised by high levels of agriculturd support.

Although we agree on many of the critical views mentioned in the two papers,
we do — especidly within as short or mid term perspective — find cross compli-
anceto auseful ingrument to integrate policy domains. In chapter 8 we discuss
thisin more detail.

Some legal aspects of cross-compliance

Cross-compliance as a concept and as used in Regulation 1782/2003 has a
number of lega implications.

The type of environmentd conditions that can be Stipulated in relation to the
payment of subsidies and which sanctions that can be imposed in the case of
non-compliance are key questions from alega point of view. A discusson of
these questions may take the point of departure in traditiond legdl principles
such aslegality, equality and proportionality. These principles were ex-
plored, by Helle Tegner Anker, professor of Law at the Roya Veterinary and
Agriculturd University in Copenhagen, during the Roskilde seminar. Thefull
paper can be seen in the annex 3.

According to Anker (2003) legd principles are designed to protect the individ-
ual againg the abuse of power by the state. From alegd point of view cross-
compliance conditions therefore must be clear, relevant, proportional and ap-
plied on an equd bass. For the farmer the consequences of action or inaction
must be reasonably foreseeable and fair.

Theprinciple of legality impliesthat a clear legd basis must exigt for impos-
ing requirements and sanctions upon the individud citizen. The more burden+
some the requirements or sanctions are, the clearer the legal basishasto be. In
a cross-compliance context, it must be clearly stated which laws and conditions
should be met in order to impose the sanction of reduction or exclusion of agri-
culturd subsdies. A requirement for afarmer to ‘comply with dl laws does
not give sufficient clarity.

The principle of equality is embedded in the idea that obligations and sanc-
tions must be imposed on an equa basisin smilar Stuations, however with the
modification ‘unless otherwise judtified’. Traditiondly, the principle of equd
trestment has had a particular importance in relation to the Common Agricu-
tural Policy. According to Anker (2003), the regulation 1782/2003 explicitly



dlowsfor various nationd interpretations of the cross-compliance provisons
and mugt therefore be seen as an exemption to the generd rule that the same
conditions apply everywhere. The question is then to what extent and at which
leve differentiation can be justified? Where differentiation does occur it must
clearly be based on objective criteria

According to Anker (2003) cross-compliance should not be used to impose
new obligations on farmers at the individua level. It must be seen as ameasure
to primarily ensure compliance with aready existing (Specified) requirements
and in abroader sense, perhaps aso new, generdly established conditions.

The principle of proportionally means, that only the gopropriate measures
necessary to achieve the objective should be gpplied. Thisrefersto there-
quirements itself as well asto the consequences and sanctions of nor+
compliance. Asthe objective of the cross-complianceisto ensure a sound agri-
cultura production as regards the environment, anima welfare and food safety,
the requirements must therefore be relevant to the agricultura production. An
example of an irrdevant requirement or condition could be conditions related
to non-agriculturd activities on the farm.

Experiencesuntil now

The concept of environmenta cross-compliance originated from the US - here
known as conservation compliance - and was introduced for the first time into
agriculturd legidation by the passing of the Food Security Act in 1985. The act
explicitly requires agricultura producers to comply with certain environ
mental/conservation standards in order to be digible for benefits from sdected
Federa agriculturd programs (Uri and Lewis, 1998; Heimlich et d., 2000).

In Europe cross-compliance was introduced during the 1990sin countries like
Switzerland and Norway (Spash and Falkoner, 1997; Jaggi, 2003). In the EC,
cross compliance was introduced firgt, abeit in alimited way, by the McSharry
reformsin 1992 (Spash and Falconer, 1997) and later, by the implementation
of the Agenda 2000 reform of the CAP passed in May 1999.
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3.1 Experience with cross compliancein the US and Switzerland

TheUS

In the US there has been measures linking support schemesto erosion cortrol
(and farm production control as well) from the 1930s (Tarrant, 1992). In 1985
three different compliance measures were introduced through the Food Secu
rity Act: the ‘ conservation compliance , the ‘sodbuster’ and *the swamp-
buster’. The ams of these measures were to control soil erosion by encourag-
ing farmers to adopt appropriate management practices for arable land suscep-
tible to erosion, to reduce incentives for converting grasdands on highly erod-
ible soilsto arable land and to prevent farmers from redlaming wetlands
(Dwyer et d 2000). For both the conservation compliance and the sodbuster
program farmers have to produce a saf-funded conservation plan and imple-
ment the plan in order to comply with the conservetion provisons. The am of
the measures was to reduce the erosion to a subgtantial level, which is defined
as an erosion reduction of 75 %. Non-compliance leadsto the loss of digibil-
ity for arange of Federd agriculturd program payment, not only on the erod-
ible land but aso on the remaining farmland (Dwyer et d, 2000; Uri and
Lewis, 1998; Heimlich et a. 2000).

The plans and the gpplied conservations systems are adapted to variationsin
climate, topography, soils, mgjor crops and pre-existing production practices.
In 1997, 1674 different conservation systems were identified indicating a con
Sderable flexibility in conservation requirements (Heimlich et &. 2000).

In addition to the implementation of compliance measures targeting highly
erodible land and wetlands, a subsidy program for the same types of areas was
introduced. This program made it possible to offer farmers with high costs re-
lated to the meseting of the conservation compliance requirements 10-15 year
contracts through the principle of competitive bidding (Heimlich et d. 2000,
Potter, 1998).

An evduation of US cross-compliance experience made for the French Minis-
try of the Environment (here quoted from Dwyer et d. (2000)) concludes that
the most successful cross-compliance conditions have been those related to
issues which are smple, clear and broadly accepted by farmers, such asthe
need to conserve vulnerable soils from eroson damage. It is further empha-
Sized that good co-ordination between the different authorities reponsible for
promotion, monitoring and enforcement is essentia to ensure a common un
derstanding of the practica requirements of cross-compliance a farm leve.



The issue of control and sanctionsis stressed as centra to the success of cross-
compliance and the report recommends a two- stage procedure, which gives
farmers an initia warning, with time to rectify breaches before pendties are
gpplied. The evaduation adso concludes that use of plans adapted to loca condi-
tions is seen as having been particularly valuable in the conservation compli-
ance and sodbuster program despite such flexibility making monitoring and
enforcement more complex.

Switzerland

Since 1993 Swiss agricultura policy has gone through a comprehensive re-
form, introducing mechanisms for lowering the prices of mgor agricultura
products and the introduction of direct payments to compensate farmers for
loss of income. In addition, anew framework for agri-environmenta schemes
was implemented. The largest schemes were in 1996 the schemes for promot-
ing of integrated production and organic farming covering about 700.000 ha or
65% of the agricultura area (see figure 3.1) (Schmid and Lehmand, 2000).

The implementation of the new agricultura reform took place in two stages—
the firgt in 1993 mainly separating price policy from income policy and the
second in 1999 focusing on the dimination of price and saes guarantees. Dur-
ing the reform period from 1993 to 1998 agriculturd incomes fdl by 25 % ow-
ing to lower prices and approximately 14 % was compensated for by direct
payments (Hofer, 2000).

The 1993 reform a so introduced some cross-compliance demands, which have
been in action since 1996. The cross-compliance rules prescribed that farmers
had either to participate in ecologica compensation schemes or produce re-
newable resources on &t least 5-7% of their farm area.

In 1999 a new set of cross-compliance rules was implemented demanding re-
quirement of compliance with a set of minimum environmenta andardsin
order to be digible for direct payment. The implementation of the new cross-
compliance rules was a direct result of areferendum held in 1996 (J&ggi, 2003;
Schmid and Lehmand, 2000).

The principle of the new Swiss agriculturd subsidy system isagenerd direct
payment system, which includes a payment system for hill areas and asystem
targeted the remaining aress. |n addition to the generd direct payment sysem a
voluntary “ecologicd payment system” isimplemented, see Figure 3.1 (Jggi,
2003; OECD, 2003).
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Figure 3.1 The Swiss direct payment system (Jéggi, 2003)

As mertioned above digibility for generd direct payment has since 1999 been
dependent on farmers proving that they comply with aset of minimum rules;

the so-called “proof of ecologica performance’. Farmers have to meet the eco-
logica requirements on their entire business and the proof of compliance hasto
be certificated by an organisation approved by the cantond authorities (J8ggi,
2003).

To meset the proof of ecologica performance farmers must comply with Six sets
of rules

* Animd friendly keeping of agricultura livestock

» Baanced fertiliser budget

* Appropriate proportion of ecologica compensation areas

* Regular crop rotation

* Appropriate soil protection

» Targeted selection and use of plant chemicals

In more detail, these rules demand farmers to prove their respect of the existing
gtatutory order on animal protection. The nutrient bal ance rules prescribe that
the amount of nitrogen and phosphorus used must be calculated according to
the needs of the plants grown and the level of potential production and that soil
analyses have to be carried out every ten yearsin order to determine the nutri-
ent reserves in the soil. An appropriate proportion of ecologica compensation
aressimply that al farmers have to have at least 3.5 % of the agriculturd area
covered by specia crops (specid crops are berries, fruit trees, outdoor vegeta
ble, wine etc.) and 7 % of the remaining utilized agricutura arealad-out as
ecologica compensation areas. The rules prescribe that strips of at least 0.5 m
must be left uncultivated along paths and 3 m strips must be left dong rivers,
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hedges, ponds, forest and wooded areas on river banks. In order to maintain the
fertility of the soil and good qudity of plants, a crop rotation system must in-
clude at least four crops every year and there are rules for the maximum pro-
portion of the main crops e.g. 66 % cereds, 40 % maize and 25 % potatoes.
Therules of soil protection lay down a soil protection index for &l crops and

the rules concerning chemica use on plants prescribes that equipment for plant
protection has to be tested at least every four year and that plants should be
treated according to regulations (Hofer, 2000; Jaggi, 2003).

The responghility for control of the direct payment system has been delegated
to the cantond authorities, who, may do the control themsalves or use the ser-
vices of externa organisations accredited for the purpose. The control includes
acontral of dl farmswhich are gpplying for the first time, a contral of al

farms which did not meet the requirements when checked the previous year
and arandom control of at least 30% of the remaining farms (Hofer, 2000;

Jiggi, 2003).

Evolution of the agricultural area with respect to farming systems
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Figure 3.2 Development of the agricutura areafarmed in agreement with the rules of
organic or integrated production (proof of ecaogica performance), Jaggi, 2003.

The god of the new farm policy wastha 95 % of dl farmsfulfilled the eco-
logicd minimum requirement. In 2002, 90.3% of dl Swissfarmers were pro-
ducing in accordance with the rules of the proof of the ecologica performance;
the remaining farmers were producing in accordance with the rules of organic
farming, see Figure 3.2 (J&ggi, 2003).
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3.2 Cross-compliance under the CAP

Through the introduction of direct payments under the MacSharry reformin
1992, cross-compliance became a policy option in the EU. Cross compliance
was partly seen asapolicy instrument for the integration of agriculturd and
environmenta policies, but it was dso seen as an ingrument to judtify to the
generd public the extent of the existing financia support for the agricutura
sector (Spash and Falconer, 1997).

Certain cross-compliance options were introduced by the 1992 reform, allow-
ing member statesto reduce or canced digibility for direct paymentsif farmers
failed to comply with environmenta conditions on set-aside land. Also, some
possihilities existed for Member States to adopt aform of environmenta cross-
compliance in relation to headage payments for sheep and cattle (Spash and
Falconer, 1997).

Besdes the kind of cross-compliance measures included in the 1992 reform,
which will not be further described here, experience of cross-compliance
within the EC ismainly related to the Agenda 2000 reform. As mentioned ear-
lier, this reform introduced two types of cross-compliance measures, an op-
tional measure associated with the direct payments scheme (the Horizontal
Regulation, EC Reg. 1259/1999) and a mandatory measure related to the Rural
Development programme (EC Reg. 1257/1999).

The optiona measure associated with direct paymentsis laid down in article 3
of regulation 1259/1999, which alows Member States to adopt measures to
ensure that agricultura activities within the scope of the regulation are cont
patible with environmenta protection requirements. Member States may de-
cide whether they want to handle environmenta problems by offering farmers
an incentive to farm in amore environmentdly friendly way, by introducing
specific legidation or by linking direct paymentsto farmers' compliance with
environmental sandards.

There is no comprehengve overview of how Member States have handled the
requirements of regulation 1259/1999, including compliance measures, despite
regulation 963/2001 requiring Member Statesto deliver an “annud report” on
the implementation of measures pursuant to regulation 1259/1999 article 3.
However, in connection with a conference in Madrid in 2000 on * Environ-
menta Standards in Agriculture’ afirst overview of the Member States’ im+
plementation of the Agenda 2000 cross-compliance measure was made, report-
ing that Austria, Belgium, Germany, L uxembourg, Portugal, Sweden had
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no intention to implement cross-compliance whereas Denmark, the Nether-
lands, Finland, Spain, France, Italy, Republic of Ireland, UK, Greece al-
ready had or had the intention to implement cross-compliance measure (Peter-
sen and Shaw, 2000).

At the firgt seminar of the Concerted Action project held in Germany in June
2003 information on the implementation of cross-compliance was collected for
the above-mentioned countries (except for Finland) with the intention to i+
plement cross-compliance (Bergschmidt et d., 2003). This survey shows that
these Member States have adopted very different starting pointsin their desgn
of the cross-compliance palicy, ranging from targeting the measure to very
specialised production systems or practices to broader approaches targeting al
farmers recalving direct payments. Except for the UK which has an extensve
st of environmental requirements linked to set-aside areas, environmentd re-
quirement linked to the set aside measure is not mentioned in the following as
many Member States has not declared these as cross-compliance. Countries
with a broad approach are Denmark, Greece, UK, Spain, and Italy, whereas
countries with a narrow approach are the Nether lands, France and Republic
of Ireland. A summary of measuresisgiveninbox 1 and 2.

Cross-compliancein the Nether lands includes two measures and operates only with additional legisla-
tive standards. The measures target starch potatoes and maize production. For starch potatoes the envi-
ronmental standards were (has been phased out):

Prohibition to use chemical deadening of foliage on 70% of the total area of starch potatoes per hold-
ing.

A proper registration all chemicals and quantities used on parcel with starch potatoes.

For maize production the standards farmers have to comply with are:

If herbicides are used in the period between sowing and July 15", the herbal pest control must at least
once have been mechanical

The use of herbicidesis limited to amaximum of 1 kilo active substance per hectare

On the spot control is carried out and sanctions exist.

In France cross-compliance was implemented for all farms receiving direct pay ment for irrigated
arable crops. The provisions refer to national regulations on irrigation. In 2000 only an authorisation or
irrigation was required, but in 2001 it was further required that farmers used water meter counters at
the withdrawal point. Both requirements are controlled and sanctioned

Republic of Ireland, seetext

Box 1 Countries with a narrow cross-compliance approach (after Bergschmidt et al.,
2003).

One country, the Republic of Ireland has made use of the orange ticket ap-

proach — making dligibility for agricultural support contingent on farmers en+
tering an otherwise voluntary environmenta scheme. In Irdland cross-
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Denmark implemented cross-compliance for all arable payments and livestock premium in the beef
sector. Selected parts of existing legidative requirements had to be complied with. All four condi-
tions were controlled and breaches sanctioned. Conditions for arable payment were:

The preparation of afield and fertilisation plan.

The establishment of 2 metre wide non-cultivated buffer zones along rivers and lakes.

Conditions for beef premium were:

Preparation and submission of an account on the use of fertiliser and manure on the farm.

Limiting the use of fertiliser and manure to specific quota allocated to the farm.

In April 2002 the cross-compliance measure was abandoned for political reasons by the new liberal-
conservative government.

Greece: In principle cross-compliance isimplemented for all far mer s receiving direct pay ments.
Specific environmental requirements have been defined but no pendisation has been applied. Re-
quirements include codes of Good farming practice concerning: crop rotation, fertiliser manage-
ment, soil protection, fire protection, water use, pesticide use, livestock production and biodiversity
and landscape.

In Spain compliance measures have been applied since 2003 (No information on monitoring, con-
trol and sanctions have been collected). For the crop production farmers have to comply with the
following rules: Prohibition of stubble burning, respect of different set-aside rules, prohibition of
soil cultivation in the direction of the slope, compliance with national/regional regulation on irrige-
tion. For livestock production farmers have to comply with national/regional regulations on ani-
mal diseases, rules of minimum condition for manure storage vessels and prevention of run-off of
liquid effluents, rules regarding prohibition of pasture burning

In the UK cross-compliance has been implemented for both the Arable Payment Scheme and all
livestock schemes. For the Arable Payment scheme rules have been set out for set-aside areas. The
requirements include: establishment of a green cover, cutting of the cover, sowing dates, prohibition
to use the area for storage of manure and waste disposal, prohibition to destroy or remove landscape
features (hedges, trees, ditches etc) on or immediately next to the site, prohibition on pesticide use.
Farmers receiving payment under any livestock scheme have to comply with conditions designed to
discourage:

Overgrazing leading to environmental deterioration

Damage caused by trampling and vehicle tracking during the process of supplementary feeding in
winter

Monitoring, control and sanctions have been applied. However control of the overgrazing require-
ments has been very costly.

In Italy environmental requirements for cross-compliance is directed both at the arable and live-
stock sector and the requirements are focused on soil management aimed at the control of surface
water run-off and animal waste management. In the ar able sector farmerswith grain, legumes,
flax, hemp, tobacco, seed and rice have to ensure the maintenance side ditch, stable draining ditch
and on sloping areas to create temporary gully drains perpendicular to the maximum slope. In the
olive il sector farmers have to ensure the maintenance of outlet rill and stable draining ditch. In
thelivestock sector slurry produced in-house has to be stored in naturally or artificially proofed
reservoirs and the specific rules regarding the storage have to be respected

Box 2. Countries with a broad cross-compliance approach (after Bergschmidt et al.,
2003)
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compliance has been applied to the sheep premium in order to prevent over-
grazing in the western part of Irdland especialy on Commonage. These areas
have largely been target under the Habitat and Wild Bird Directivesin the des-
ignation of the Natura 2000 sites. The cross-compliance rules establish thet
farmers only can receive ewe premium, if they take part in the Irish agri-
environmenta scheme Rura Environmental Protection Scheme (REPS) or an
dternative nationd scheme, which includes afarm plan specifying the number
of animas permitted on the farm and dligible for payment in affected aress
vunerable to overgrazing. From 2003 framework plans have been established
for the Commonages, setting the environmentally sustainable stocking regimes
for each individua area. The stocking regime of the Commonage has to be
reflected in the REPS plan for each individud farmer. The loss of ewe pre-
mium resulting from any reduction in the stocking density as a consequence of
the Commonage framework plan may be compensated by the REPS scheme.
The cross-compliance measure has been in action since 1998 and is evauated
as an effective measure in solved the overgrazing problemsin Ireland (Rath,
2003).

The German seminar dso gained experience on the linking of compliance with
environmenta reguirements to agri-environmental payment under the Rurdl
Development Program EC reg. 1257/1999. According to thisregulation it is
mandatory for Member States to require farmers to comply with the rules of
usua Good Farming Practices in order to receive payment for measures ac-
cording to article 14 (less favoured areas compensation) and article 23 (agri-
environmental schemes) under the Rurd Development Program. For measures
according to the chapter I, 11 and V11 (investment aid, young farmers, process-
ing and marketing), compliance with environmental minimum sandardsis re-
quired. Standards of GFP can either be legdly binding or formulated as rec-
ommendations for technical advice. According to EC reg. 445/2002 on the im-
plementation of the Rurad Development Program, Member States haveto im+
plement verifiable sandards for the control of compliance with GFP and al
sandards shall represent at least compliance with generad mandatory enviror-
menta requirements.

From the German survey which included experiences from Austria, Denmark,
England, Germany, Greece, Ireland, Italy (represented by theregion
Emilia Romagna), the Netherlands, Spain and Sweden it was shown that
categories of GFP most frequently implemented were related to the handling of
fertilizer and pedticide (included in al the states GFP) wheress, for example,
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soil conservation, biodiversity and landscape requirements were implemented
lessfrequently. Ireland and England were the only countries to have imple-
mented verifiable standards and standards based on legidation for biodiverdty
and landscape (Bergschmidt et ., 2003). This result was to some extent sur-
prising as the ams of many of the agri-environmental schemes are the protec-
tion and enhancement of landscape and biodiversity. This may partly be reated
to the fact that regulations on biodiversity and landscape are less developed in
many countries.

As mentioned above England is one of the countries with most experience of
using biodiversity and landscape standards in GFP. In the English Rura De-
velopment Programme, GFP consists of three elements:
» Compliance with existing environmentd legidation,
* A lig of verifiable sandards as preconditions for participation in all
agri-environment schemes (AE schemes) and LFA payments and

» The Codes of Good Agriculture Practice

The Codes of Good Agricultural Practice are a mixture of recommendations,
advice and obligations and has been distributed to al farmersjoining an AE
scheme and LFA payment. Thereis no cortrol of the codes, but farmers are
encouraged to follow them.

The lig of verifiable sandardsis most often not based on the legidation, but is
complementary to the environmentd legidative requirements. The verifigble
standards are defined and verified by DEFRA — the Department for Environ-
ment, Food and Rurd Affairs.

Most often legidation on biodiversity and landscape are enforced by other a-
thorities than DEFRA, but there is an exchange of information among the dif-
ferent authorities.

The veifiable sandards, implemented in England for landscape and biodiver-
gty indude the following gandards:
* Removd and destruction of any hedges or sonewall on the farm will
not be permitted expect by specia derogation, enforcement is through
visua assessmert of any recent damege during field checks

» Trimming of hedgerows on the farm must not be carried out between
1 March and 31 July, enforcement is through visua evidence
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» Farmers are required to notify English Nature of any intended opera-
tion thet are likely to damage Statutory protected Sites of Special Sci-
entific Interest. Checks will be made to see that any damaging opera-
tions that appear to have been carried out have had gpprova from
English Nature

* In some cases supplementary feeding is permitted under the term of
the agreement. Where it is permitted, the feed must be provided in
such away that the vegetation is not excessively trampled or poached
by animds or rutted by vehicles used to transport feed.

* Inreation to participants in agri-environmenta schemeswhich in-
volve livestock farming, there will be provisions to ensure thet live-
stock are digtributed across the farm in such away that both overgraz-
ing and under utilisation are avoided. In addition aminimum stocking
dengty of 0.15 Livestock Units (LU) per hawill gpply asacondition
of recaiving Payment under the Hill Farm Allowance Scheme. Under-
utilisation is defined as “land where there is evidence of annua
growth not fully utilised, or scrub or coarse vegetation is becoming
evident and such changes are detrimenta to the environmentd interest
of thegte’

* Dueto variationsin the physical condition it is not possbleto st a
generd maximum stocking density for semi-natura grasdandsin
England. In order to prevent overgrazing al farmersin the Hill Farm
Allowance Scheme with a stocking density of 1.4 LU per haor above
will be subject to a physicd inspectionin 2001 or in the year in which
thisthreshold isfirst exceeded and at least once every three years
thereafter. Furthermore in areas where experience shows that over-
grazing can occur specific high-risk farms will be selected for physica
ingpection. Over-grazing is defined as’ grazing land with livestock in
such numbers asto adversdy affect the growth, qudity or species
composition of vegetation’ (Johnson, 2003; Bergschmidt et a., 2003).
The lessons learned from the English implementation of cross-compliance on
biodiversity and landscape items within the Rurd Development Programme are
that control of compliance with the verified standards has been complicated
partly because it hasto be done in different time periods of the year to assess
vegetation condition and partly because the control requires ingpectorswith
specific knowledge.

In addition, it has been necessary to build up acomplex adminigtrative system
to handle information from authorities responsible for the enforcement of the
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legidation lying outsde DEFRA’ s jurisdiction, which is mogt of the legidation
concerning landscape and biodiversity (Johnson, 2003).

The new cross-compliance measuresin the 2003 CAP reform

The new council regulations EC no. 1782/2003 establishing common rules for
direct support schemes under the common agriculturd policy require thet all
farmers participating in the new single payment scheme (article 3-8):
»  Comply with certain statutory management requirements related to
different EU Directives and regulations concerning: (1) the environ
ment (2) anma and plant hedth and (3) animd wefare (Annex II1).

»  Comply with the rules of maintaining agricultura land in good agri-
culturd and environmenta condition. Annex 1V sets aframework
within which the Member States have to establish rules for maintain-
ing land in good agriculturd and environmenta condition.

In addition, the Member States must establish an advisory system for farmers
on land and farm management before January 1%, 2007. The advisory service
shal cover at least the atutory management requirements and rules for the
good agriculturd and environmenta condition. It is voluntary for farmersto
participate in the advisory system. The member states shall give priority to
farmers, who receive more than 15000 EURO in direct payment per year (arti-
cle 13-16)

The following contains abrief and preliminary overview of seected member
state approaches to the regulation. The member states are Denmark, the Neth-
erlands, Germany, UK, Portugal, Greece and Czech Republic. The sum
mary is based on key person interviews carried out from late October to mid
November 2003, which is shortly after the new regulations were gpproved and
published by the Commission. The complete note of the interviews can be ac-
quired by making an approach to the authors (lokr@kvl.dk).

By the end of November 2003 dl member statesin question had started a proc-
ess through which the implementation of the different EU directives and regu-
lationsis being analysed. Missing dements and specific sepsin the implemen-
tation is being identified in order to make the legidlation binding a thefarm

level. The process of defining minimums standards regarding good agriculturd
and environmenta conditions was in most countries at the discussion stage and
not even started in some countries. The preliminary survey showsthet the level



of ambition regarding what to define as minimum standards varies among the
countries.

Measures to protect and maintain permanent grasdand has been abigger dis-
cussion topic in most countries and alack of records of the grasdands was a
common problem mentioned. In some countries regulations aready exist pro-
hibiting the reclamation of semi-naturd grasdand e.g. in Denmark, in certain
parts of Germany, Czech Republic, Greek and in the UK it requires Environ
mental Impact Assessment. The protection and maintenance of permanent
grasdand is anticipated to be a difficult task in most countries, with the excep-
tion for the Netherlands. Especidly countries like Portugal and Czech Republic
were expecting problems with permanent grassand protection in Annex 4 and
Article5

In November 2003 few countries have discussed how to implement the advi-
sory system yet.

Even though the EC reg. 1782/2003 clearly states that the new cross-
compliance measure shdl not influence the exidting agri-environmenta
schemes, the Member States in the survey were asked if cross compliance
would affect such schemes. Referring to the statement in the regulation, most
countries stated that the exigting agri-environmenta schemes would not be
affected. However, in the German interview it was mentioned that the introduc-
tion of aregiond grasdand payment with maintenance requirement could put
about 40% of the actual agri- environmental support into question.

Countrysde stewar dship — policy objectives

Countryside stewardship (CS) isrelated to cross compliance measuresin dif-
ferent ways. In this chapter we focus on Countryside stewardship policy objec-
tivesand in chapter 7 and 8 we discuss in some detail the potentials of cross-
compliance measures to pursue CS objectives.

Countryside stewardship schemes are rdlatively new as the Danish budgets for
such schemes may indicate. 1n 1994, the budgets for Danish countryside stew-
ardship incentive schemes added up to about 250 million DKK annudly (€32
million (Primdahl 1996). More than hdf of the schemes were partly financed
through EU funds and more than 90 % of the total budget was related to poli-
cies, which did not exist 10 years before. Countryside stewardship schemes
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have developed during the 1980s and 1990s in many European countries for
the reasons outlined in chapter 2. Also regulatory instruments concerning
countryside stewardship objectives have been introduced during the 1980s and
1990s including a congderable amount of nationd legidation relating to EC
environmental Directives.

Thereis no systematic overview of the countryside stewardship policies within
EC and there is no commonly agreed terminology ether.

In astudy of awide sample of CSPsfrom 8 EC countriesin 1995-96, the dif-
ferent objectivesin each CSP were recorded. Of the 351 CSPs analysed the
vast majority of the measures were voluntary (328), temporary (317)2, and

compensated (323). The types of objective are shown in table 5.1. It appears

Table 5.1 Frequency of different objectives occurring in 351 countryside stewardship
policies (CSPs) in 8 member states. About one third of the CSPs has only one stated
objective, half two or three (after Gatto and Merlo p.34).

Objective No. of % of total

CSPs CSPs
L andscape conservation 131 37
Environment conservation 109 31
Wildlife conservation 164 48
Soil conservation 74 21
Recreation 35 10
Reduction of negative impacts 212 60
Quiality labels 38 11
Afforestation of agricultural land 10 3

that reductions of negative impacts are the most frequent objective. Thisisin-
teresting in a cross-compliance context since CC-measures may be more suit-
able to ded with protections than enhancements. Also conservation issues
(wildlife, landscape, environment and soil) are dedlt with to a great extent — but
in ways exclusively oriented towards protection againgt negative changes.

! Even though most current countryside stewardship schemes are relative new, they do not just
reflect growing agricultural budgets as such. In many ways the new agricultural policies may

be seen as successors of former policies (partly national, partly EC) such as subsidies for
drainage, reclamation, irrigation and other schemes aiming at the agricultural intensification

2 Temporary policies refer to schemes, which give the farmer or landowner the possibility of
backing out of the agreement if he decides to do so.

23



In another study of countryside schemes, correspondingly variaionsin scheme
objectives and design were found. With 22 case study areasin 9 member Sates
and Switzerland no less than 82 countryside steward schemes (agri-
environmental messures as they were termed) were in operation under Reg.
2078/92. The schemes varied considerably according to restrictions, farm types
in focus and areas targeted (Andersen and Primdahl, 1999). However, when it
came to the specific agreements, the variations appeared to be rather modest.
Asit isseen from Table 5.2, dmogt al agreements had included regulations of
the same four issues, namely pesticides use, minera N-fertilizer, permanent
grasdand management and livestock density reduction. Besides these four is-
sues, the agreements differed in other issues such as crop diversity, abandoned
land, hedges, minimum livestock density and falow land.

Table 5.2 Regulation issues found in agri-environmental policy agreements under EU
Reg. 2078/92 (and smilar schemes in Switzerland) in 22 case study areas within 9 EU

Member States and Switzerland. (Source: Andersen et a. 1999, p. 156).

=
Regulation < oo §‘
iw&sinAEPmmgg_%ﬂii{ <o <o 8<@o0o0 B
magement £ £ B B ZE 2 oEccg8EESHEEEE 0%
= = L_:t‘ (e}
ageements 2 2 5 3 2 8 3B RFIEs56588asaae S5 S
Pedticidesuse  y y x x x X X X[X X X X X X X X|X X X X X X 22
Minera N-
fertilizer X X X X X X X X|X X X X X X X X X X X X x 21
Permanent
grassand X X X X X X X X X X X X[x x x x x x 18
Livestock
density X X X X X X X X X X X X X X 14
reduction
Crop diversity  y X X X X 6
Abandoned
land X X X X X 6
Hedges X X X X X 5
Minimum
livestock X X X 3
density
Fallow land X X X 3

Of the four most widespread issues the use of N-fertilizer and livestock density
reduction are of relevance to the implementation of the Nitrate Directive (the
first one and latter one) whereas the use of pesticides and grasdand manage-
ment — in some cases — may be related to the Habitat Directive and Birds Di-
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rective included in Reg. 1782/2003, Annex3. In addition, grasdand manage-
ment may be of direct relevance to the newly proposed cross-compliance regu
lations included in Reg. 1782/2003. Findly, the issue of pesticide use may be
of relevance to certain ground water protection aress.

Farm conservation plan experiencesand training

Asit appears from the previous chapters most of the EU countries have made
use of cross-compliance under both pillar one and pillar two to reinforce exist-
ing regulations. Other cross-compliance options may, however be of relevance
to usein order to reach goals and objectives which go beyond the existing
regulations or which are difficult to reach through generd regulation. In the
following section we will focus on farm conservations plans and training as
optiond cross-compliance requirements.

6.1 Farm conservation plan experiences

Whole farm approaches have been used in different agri-environmenta
schemes such asthe | rish Rurd Environment Protection Scheme (REPS) under
pillar two, which requires the preparation of an environmenta plan for the
whole farm as part of the agreement. The plan includes the specific manage-
ment conditions the farmer has to comply with on the different land units of his
farm with reference to eleven basic measures of the generd REP programme.
The farmer receives annud payments in the form of a single compensation
payment per hectare up to the maximum of 40 hectares (www.agriculture.gov;,
Rath, 2003). Also the Welsh Tir Gofd Scheme and the English Environmen
tally Sengtive Area scheme are based on awhole farm gpproach, requiring the
farmersto bring in dl relevant areas under the contract. Further, these plans
include the Good Farming Condition the farmers have to comply with —for
example management requirements for specific landscape features. The farm-
ers are paid according to the amount of land and number of landscape features,
which are under agreemen.

A whole farm gpproach was a so taken in the French agri-environmentd pol-
icy through the CTE scheme (Contracts Territoriaux d’ Exploitation), which has
the triple objective of maintaining and improving the economic, socid and en-
vironmenta contribution of farming to the rurd areas. The idea of these con+
tracts was that environmenta and production objectives should be integrated
into a single management plan. According to Lowe et d. (2002) this contract
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type may be seen as means of promoting and funding agriculturd multi-
functiondity and of reorienting agricultura policy towards a broader rurd
agenda. In thisway, the French scheme differs from the above- mentioned
schemes, which mainly have the objective of preserving and improving the
date of the environment, nature and landscape. The mgority of the CTE con-
tracts are territoridly or farm-type specific and are desgned locdly by differ-
ent actorsincluding farming community, environmenta organisations, local
government and local economic actors, through the Commision Départemen-
tale d’ Orientation based on a nationd catalogue of 80 generic agri-
environmenta measures and more than 150 contract types (Buller, 2003). Ac-
cording to Buller (2003) the lessons of the CTE appear to be that it includes
many characterigtics, which makes cross-compliance measures as a distinct
regulatory framework less important. These characteristics include:

» The need for agloba gpproach to agriculture that encompasses its
multifunctiond and sustainable roles within the farm under aunified
project

» The need for a policy instrument that operates more closdy at the terri-
torid leve involving locd actorsin its congtruction and local circum:
stances

* The need for a contractual approach

The CTE scheme was introduced in 1999 and suspended again in September
2002 due to ardative low uptake in the first years and much higher scheme
cost than anticipated (Buller, 2003). Although consdered an innovative
scheme the CTE schemes obvioudy did not manage to apped to farmers. Ac-
cording to Lowe et d. (2002) it may have to do with the adminigtrative com-
plexity of the CTE scheme or/and the inability of the farmersto grasp its over-
al rationale.

Other types of whole farm gpproaches have been implemented in Denmark
and Sweden. In Sweden nature protection and enhancement plans have been
offered to farmers as part of the Swedish training programme (described in the
following section). A nature plan is made for the whole farm including a record
of al nature and cultura vaues and a management plan (prescription) for each
of the values of the farms (Busck et d., 2000).

In Denmark two explicit agri-environmenta schemes have been implemented

to encourage farmers to produce a kind of farm plan: (1) afarm audit scheme,

the so-cdled “ green account scheme” and (2) a pilot scheme on nature protec-
tion and enhancement plans.
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The over dl ams of the concept of farm protection and enhancement plans are
to give an overview of the exigting nature and its qudity, to communicate these
vauesto the farming family, to discuss present restrictions and options and to
make a plan for the future of the nature with respect to the farmers’ interest
(Tybirk, 2002).

The objectives of the green account measure are to improve the farmers
awareness of the consumption of resources on the farm, to get the farmer to set
atarget for the resource consumption and to make farmers actively work to-
wards the targets set. As a minimum, the account has to include:

* A description of the farm

» Cdculated badancesfor N, Pand K (an input-output gpproach must be
used and the balances mugt be at the farm level)

» Cdculated ‘treatment frequencies for the use of pesticides
» Thetota consumption of water
» Thetotd consumption of energy

» Thedidribution of water and energy consumption between animd and
crop production

Additiondly the farmers have to specify their targets for the balance of N, P
and K and ‘treatment frequencies of pesticides and produce plans for how to
reach the target. To ensure that the scheme has an environmentd effect, farm-
ersare not dlowed using pesticides in 12 m zones dong certain watercourses
and lakes.

6.2 Training experiences

Training of farmers has been used to alimited degree in agri-environmenta
policies (Buller, 2000). However, in certain countries e.g. Ireland and Swe-
den, participation in training courses has been compulsory for farmersif they
want to join an agri-environmental scheme. Additiondly, voluntary training
programmes, under the Rurd Development Programme, have been set up in
other countries for examplein Wales and France.

In Sweden, an ambitious training programme has been implemented including
training related to three of five implemented agri-environmental programmes:
Consarvation of biodiversty and culturd heritage values, Protection of envi-
ronmentaly sengitive areas, and Promotion of ecologica farming. Twenty nine
million skr (€3.1 million) equalling 6% of the total Agri-environmenta pro-
gram budget of Sweden was spent on these training programmes in 1999. This
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alowed about 72,200 farmers and other persons to participate in the pro-
gramme equdling the 83 % of the farmersin Sweden (one farmer can have
participated in more than one programme in one year and the figure is not ad-
justed for that). The courses were open aso to farmers not participating in an
agri-environmental scheme (Busck et d., 2000; Primdahl et d., 2001).

The Swedish training programme includes severd activities ranging from half
and whole day courses, seminars and study trips to individua consultancy,
vigts to demondiration farms, news | etters etc. The counties of Sweden were
the main actors of the training programmes responsible for about 90 % of the
money alocated for the training activities. The range of activitiesincluded in
the ‘ Conservation of biodiversity and culturd heritage values programme’ im+
plemented by the countiesis shown in Table 6.1.The remaining budget was
spent by other organisations mainly for providing information on old hus-
bandry breeds. It was free for farmers to participate in the courses, but they
were not compensated for the time spent (Jordbruk sverket, 2000b).

Table 6.1 Activities carried out under the County’s training programme “the biodiver-
sity of the fields’ in 1999. One Swedish ‘krone’ (skr) equa to €0.11 (Jordbruksverket,

2000b)

Activity Participants Costsin skr
Whole and half days cour ses 17,670 10,558,000
Field and farm visit 3,990 1,227,000
Seminars 620 498,000
Study trips 360 238,000
Individual consultancy — farm 2 660 15.826.000
plans ' e
Short individual consultancy 690 871,000
Newsletters 193,000
Demonstr ations farms 182,000
Expert assistance 139,000
Training of advisers 400 528,000
Others 3,334,000
Total 26,390 33,594,000
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Different evaluations of the Swedish training programmes have been made,
focusing on the effect of the programmes on the farmers' landscape behaviour.
In summary, these results show for the Conservation of biodiversity and cu-
tura heritage vaues programme that 85 % of farmersincreased their interest
(from little to very much) in the culturd landscape and its biodiversity and cu-
turd vaues. Farmers with permanent grasdand were found to have increased
their interest ‘very much’. On the question of whether farmers had changed or
plan to change their conservation behaviour in the near future, 5 % answered
that they had not changed anything and did not plan any changes, wheress, the

remainder had made smaller changes (47 %) or more profound changes (31 %).

42 % answered that the training had influenced their change in conservation
practise very much or much whereas 48 % said that training had only influ-
enced their change in conservation practices to a minor degree. The evauation
also showed that participation in more than one course increased the probabil-
ity of a change in conservation practice (Jordbruksverket, 2000a).

The relationship between cross-compliance obligations and
voluntary agri-environment schemes

Countryside stewardship policy objectives and the relationship between these
and cross compliance are the subjects dealt with in this chapter. First we dedl
with the potentid for pursuing countryside stewardship objectives through
cross compliance messures related to pillar one. Next we focus on agri-
environmenta schemes and cross compliance measures and finaly we discuss
the relationship between pillar one and pillar two in a cross compliance con
text.

7.1 Cross compliance and the pillar one measures

From aformd, logica viewpoint it could be argued that the digtinction be-
tween an incentive scheme targeting certain environmenta conditions on the
one hand and an agricultura policy (with socio-economic objectives of various
kinds attached to it) with environmenta cross compliance measures built in on
the other, isby no means clear. What isincluded in agri-environmental
schemesin some Member States may be required through regul atory measures
in others Smply because environmentd legidation differs consderably be-
tween the Member States.
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It was argued during the Roskilde workshop that cross compliance measures
are the most suitable means to avoid costs whereas benefits demanded by soci-
ety and with no functioning market mechanisms are most efficiently obtained
through incentive schemes. Such a distinction isin accordance with Bromley
(1997) and Parris (2004).

Environmental costs and thus cross compliance may — in acountryside policy
context — refer to either impacts beyond what is acceptable at a generd leve
(for example nitrate leaching beyond certain threshold vaues) or to impacts
caused by aconcrete agricultura practice, which due to the specific loca con
ditions are seen as unacceptable. In accordance with this digtinction, environ-
mental cogts can pdtialy refer to either generd or to specific reference levels.
Both types of cogsrefer to human values, interpretations and objectives. They
arein other words socially congtructed and may be changing over time. What
at one point in time are considered to be costs referring to specific locations
may a another time be considered costs from a more genera point of view.
Furthermore, they are fundamentaly politica and not unequivocaly defined —
costs for some may be benefits for others. In the following we will consder
“costs’ as those defined as such by the society and with a clear position in rela-
tion to areference level. Environmental costs may or may not be subject to
gpecific regulatory measures or other kinds of public policy interventions, but
they do not become “costs’ before this reference leve is defined.

Environmental benefits associated with agriculture can be defined as environ
menta impacts considered by society to be positive beyond generd and spe-
cific reference levels. Reductions of environmenta impacts and resulting im-
provements of environmenta qudity in ground water, lake, streams and coastal
waters beyond stated reference levels are examples of such benefits. Restora-
tions of former wetlands, plantings of new hedgerows, and digging of ponds
are other examples of environmenta benefits, which may be best achieved
through incentive schemes.

The critica factor in the digtinction between costs and benefitsis the definition
of the reference level, since the level may change over time aswell asin space.
The firgt happens continualy when environmenta problems are documented
and appear on the public agenda. A specid Stuation occurs where incentive
mesasures such as agri-environmental schemes have been running for a decade
or more. The origind reference level may lose its legitimacy partly because the
origina payment may have been seen (by society) as payment for improve-
ments, whereas the subsequent payments (in the next generations of agree-
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ments) are given for protection, partly because the reference levels may have
changed.

Reference level at i,
|

Costs = Changes ofenvirommemal ———————————* Eenefils
imparts from agriculture

Figure 7.1 Environmenta ‘costs and ‘benefits' in a change situation (se adso figure

2.1)

Spatid variationsin reference levels gppear where different places have differ-
ent environmenta sengitivity towards the same type of impacts. Designations
and various forms of zoning may solve this problem. Variations do a so occur
where different areas are regulated through different policies due to different
histories and socio-economic conditions.

Despite dl the ambiguity and uncertainty concerning the specific definitions of
‘environmenta cost’ it seems to be meaningful in a CAP context to view cross
compliance mainly as an instrument to cope with costs leaving environmenta
benefitsto pillar two incentive schemes. From the relatively limited experi-
ences gained so far with cross compliance it seems to be environmental costs,
which are largely included in cross compliance measures (see section 3.2).

Clearly, the 2003 CAP reform dso refers to environmenta costs when includ-
ing compliance requirements with anumber of EU environmenta directives.
When it comes to the other group of cross compliance requirements, those of
good agricultural and environmental condition, it isless clear to what degree
these a0 include environmenta benefits Thisis further discussed in thefind
chapter 8.

7.2 Cross-compliance and pillar two measur es

As described in chapter 3 it has been a precondition for recaving finencd
support under pillar two that certain standards for good agricultura practice are
defined and complied with
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In principle, agri-environmental schemes - whichin a countryside sewardship
context are the most relevant of the pillar two measures - are based on comper+
sating incomes forgone due to redtrictions attached to the incentive schemes
(e.0. reduced levels of N-applications and reduced livestock density) or to re-
quirements meaning extrawork (e.g. requirements of grassand management).
The payments dlowed in the agricuturd environmental schemes under pillar
two must reflect these farming costs athough an additiond incentive of 20 %

of the cost may be included in the payment.

Two questions are of relevance in this context: (1) to what extent are environ-
mental costs included in these payments and (2) to what degree are cross-
compliance messures linked to pillar one payments moving the basdine affect-
ing the payments under the incentive measures?

Regarding the first question, it is evident that agri-environmental payments are
given to compensate for restrictions, which are located on the cost Sde of the
reference level, meaning that farmers get payments for not polluting or other-
wise changing the environment within the limits of unacceptable impacts. This
is done ether because the authorities (and maybe aso the farmers in question)
responsible for the payments are not aware of this reference leve (for exanmple
redirictions on farming practice on specific Stes) or because the reference leve
in question is not included in the specified good agricultura practice sandards.
However it is unknown to what extent agri-environmenta policies are used to
ded with environmenta cost or they are used to compensate for environmentd
benefits.

The answer to the second question is that new cross compliance measures —
especidly those referring to good agricultura and environmenta condition will
without doubt move the basdine for agri-environment payments. Thiswill be
the case for two reasons. First cross compliance measures mean that the refer-
ence point for ‘costs and ‘benefits will be moved for example for regulation
of permanent grasdand, because it isanew regulation in many countries. Sec-
ond the margina costs of following certain restrictions will be affected by the
de-coupling built-in in the reform as awhole. Thus the income- forgone calcu-
lation of ‘converson agreement’ may for instance be reduced because there is
no longer an arable area payment to compete with. Or the opposite - payments
will have to be raised due to extra costs of grazing because the headage pre-
mium is no longer there. Additionaly, the new demands of good agricuiturd
and environmenta condition may reduce the ‘ cogt cdculation’. Seen from a
countryside stewardship perspective the consequences of such changes of ref-



erence points and payment basdines are fill unclear, dthough thereform asa
whole may be seen as a positive step forward.

7.3 Relationship between pillar one and pillar two

There is the posshility for usng cross compliance measures in combination
with countryside stewardship schemes. At agenerd leve thisissue is about the
relationship between different types of policies and to what degree these poli-
cies are supporting or distorting each other. With respect to the CAP it is evi-
dent that the arable area and the headage payments have been “ competing”
with countryside stewardship schemes such as agri-environmenta schemes and
afforestation schemes. Arable and headage payments have therefore in many
cases ‘prevented’ farmers from signing agri-environmenta agreements or
sometimes even undermining the objectives behind the stlewardship schemes
(Linddal, 1998). An example of the former is the Danish water protection areas
in which farmers are offered various kinds of extensfication schemesaimed a
reducing impacts from pesticides and nitrate leaching. The uptake of these
schemes has been very limited, partly because farmers have been offered much
higher payments for grain, rgpe and other crops payments which may evenin
some cases have resulted in environmentally negetive impacts. In astudy of the
totd agricultural support paid in two Danish regions in 1998/1999 it has been
found that within designated environmentally sensitive areas (target areas for
agri-environmenta schemes) 87 % of the support was paid as arable area
(81,%) and headage premiums (6 %) in one of the areas and 86 % in the other
(71 % arable area and 15% headage). Set aside premiums were 8 % in both
areas Whereas agri-environmental schemeswere equivadent to 5 and 6 % re-
spectively. So even in areas where extendgfication (including converson of
arableland to grasdand) is an objective the vast mgority of payments are paid
for arable faming (Andersen et a., 2003).

Another example of distorting relationships between pillar one and pillar two
measures is the headage premium, which in many areas has resulted in severe
over-grazing and resulting erosion problems. In parts of Ireland the problem
has been approached by requiring farmers to enter agri-environmental schemes
(setting standards on anma density and other measures beyond legidation) to
be digible for ewe premiums, as described in section 3.2.

Seen from a countryside stewardship perspective, many of the problemswith
pillar one payments will disappear or be reduced in the future as a consequence
of the decoupling of payments and the new cross compliance measures. Thisis
the case with over grazing linked to former beef and sheep premiums. To some
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extent decoupling will most likely aso lead to extengfication of inputs and
conversons from arable to grasdand farming, if (when) the price leve for ag-
ricultural products are declining as a consequence of the remova of price guar-
antee and other marked interventions.

However, there may till be some problems |eft concerning arable farming in
sengtive areas which may not be solved through the cross compliance mees-
ures smply because the “reference level” istoo “low” to solve the problems.
In such areasit may — a least in principle - be a solution to require participa-
tion in countryside seward schemes as a prerequisite for receiving direct pay-
ments. However, it is not clear whether this is an option within the current
regulations.

Finaly, decoupling may cause problems with maintaining important semi-
natural grasdands because the headage premiums have been a very important
ingtrument in kegping such areas grazed, helping to protect biodiversity and
valuable landscapes, preventing soil erosion, fire control etc. With premiums
disgppearing, grazing may in many areas become economicaly unfeasible,
leading to abandonment. It is not clear to what degree the cross compliance
measuresin art. 5 and annex |V of Reg. 1782/2003 may prevent such devel-
opments and it is aso unknown to what degree agri-environmenta schemes
may be ableto ‘replace’ the maintenance-function of the headage premiums.
Especidly in Southern Europe there may be problems in finding the funds for
increased agri-environmenta budgets. In that case, cross compliance measures
linking the new direct payments to participation in agri-environmenta schemes
may prove to be an inadequate solution

Cross-compliance as a means to advance countryside steward-
ship objectives — constrains and potentials

Cross-compliance measures open up new opportunities for pursuing country-
Sde stewardship policy objectives and together with the 2003 CAP reform asa
whole they must be considered as a step forward in advancing the sewardship
of the European countryside. However, there are clear limitations. In thisfina
chapter we outline the potentia and constraint of cross compliance.



Potentials

We suggest that the three dimensions of the countryside stewardship: protec-
tion, maintenance and enhancement are related to the reference level (the Satus
quo) and thusto costs and benefits for the society as shown in Figure 8.1

Cross-compliance seems to be a quite suitable insrument to prevent undesired
changes of the environmenta sate related to agriculture - that isto protect the
environment. Thisis due to two potentia functions of cross compliance mess-
ures.
» They may make the implementation process more effective and
» They may integrate policy design (objective setting and measure de-
sgn) from both environmenta and agriculturd policies and thereby
avoiding contradictory policies’ advancing synergy between the two
policy domains.

Environmentad enhancement such as reductions of chemicd inputs beyond the
level of accepted impact (the reference leved), conversion from arable to per-
manent grasdands, and creations of new landscape featuresis properly best
ensured through incentives such as agri-environmental schemes. Opportunities
to combine direct payments with requirements of participation in certain agri-
environmenta schemes exist in principle, dthough it is unclear to what degree
this opportunity is available in the context of Regulation 1782/2003.

Thethird dimenson — maintenance of environmental assets such as semi-
natura grasdandsfor instance — isin practice not easly locdised in respect to
areference level amply because the maintenance of certain featuresis related
to asort of agriculturd practice, which is usudly not regulated through regula-
tory indruments dthough examples exist — in forestry for example and in water
system management as well. None the less, Reg. 1782/2003 contains provi-
gons, which require the maintenance of permanent grassdands as a prerequisite
for getting direct payments for permanent grasdands as part of the good agri-
culturd and environmenta condition requirements. It is however unclear where
the bounds of possihility for thistype of cross compliance are and exactly at
what points agri-environmenta incentive measures are needed. Thisisamgor
problem, because the cross compliance measures are developing as part of a
new reform, which will cause mgor changesinduding sgnificant irreversble
changes of European semi-naturdl grasdands. It is therefore important that the
‘grey zon€ indicated in figure 8.1 should be reduced as much as possible dur-
ing the process of implementing the regulation 1782/2003. Clear-cut Statements



of objectives behind the management requirements, aso at the EU levd, may
help to overcome this problem.

Protection Maintenance Enhancement

Reference lesel at t)

Closts = Changes of ervirontental +  Benefits
irrpacts frorn agriculture

Figure 8.1 The three dimensions of countryside stewardship: protection, maintenance
and enhancement in the context of a status quo reference level.

In addition, cross-compliance encourages the general sense of justice, because
it prevents farmers from claiming economic support if they are not complying
with legd requirements according to nationd legidation.

With cross-complianceit is possible in specific Stuations or within specific
areas to couple the receipt of direct payment with the demand of taking part in
otherwise voluntary agri-environmenta schemes. This makesit possbleto
address very specific environmenta problems and to compensate farmers for
the regtrictions, which has been put on him at the same time. Such ameasure
may be of relevance to use when compliance demand goes far beyond the ref-
erence level mentioned in figure 8.1, dthough such alinkage is not without
complication.

A more widespread use of environmenta cross-compliance increases the need
for education and training of farmers, which is aso partly the reason why the
regulation 1782/2003 demand the member states to implement afarm advisory
system offering farmers advise on processes related to the environment. Fur-
ther more, compliance measures advance the possibility to reinforce more soft
policy measures as training and education. Experience from Sweden shows that
training increases the farmers' interests in nature conservation topics as well as
change their landscape behaviour sgnificantly.
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Through cross-compliance measuresit is dso possible to promote the whole
farm gpproach, which has obvious benefits from a countryside stewardship
perspective. A range of experiences with the use of whole farm approach exists
as described in section 6.1, dthough the different gpproaches have had varying
attraction to farmers. Thislack of attraction is assgned the complexity of the
whole farm gpproach and the inability of the farmersto grasp its overdl ration-
de. Thissuggests that awhole farm approach needs to be smple and clear and
that farmers need to have an understanding of the rationale behind the concept.
We are, however, convinced that awhole farm approach to countryside
stewardship may very well show to be away to combine costs and benefits and
aso away to reduce the overal bureaucracy ‘affecting’ farm management
(from both different public policy intervention aswell asfrom priveate

assurance schemes)

Constrains

As mentioned in section 2.2, cross-compliance as policy instrument presup-
poses the presence of certain support payments paid directly to the farmer. Ad-
ditiondly the support hasto have a certain level; otherwise the incentive to
receive support payment (take part in support program) will disappear. This
will be the case if the compliance conditions are too high, seen from afarmer’s
perspective. Different productions sectors may aso be differently dependent on
direct payment and there will be different possibilities and congtrains on what

to ensure through cross compliance.

Seen in an ecologica and countryside stewardship context, cross-compliance is
linked to budgets, which are short-termed. Relying on such short termed budg-
etsfor the financing of costs related to long termed objectives and processes, as
the protection and maintenance of the Natura 2000 network for example may to
some extent be problematic. In along term perspective is may dso be highly
problematic to start a process, which may in effect make countryside steward-
ship dependent on agricultura budgets.

It has also been questioned whether cross-compliance can solve more Ste-
specific environmenta problems, because a cost efficient cross-compliance
needs to involve standardised requirements. However, as discussed earlier in
this chapter, such more site- gpecific environmenta problems can in principle
(and to a certain extent) be solved by using an orange ticket cross-compliance
approach.
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As mentioned in previous chapters the success of a cross-compliance policy is
highly dependent on effective control and enforcement mechanisms. Develop-
ment of control systems may therefore be seen as a critica factor in the further
elaboration of cross-compliance as policy insrument. So fare experiences have
shown that control can be extremely resource demanding, especialy when talk-
ing about landscape and biodiversty. On the other hand, private assurance
schemes are growing fast and somewhat chaotic making it difficult for agricu-
ture to dedl with the different requirementsin arationa way. Designed prop-
erly cross-compliance measures may be an instrument to integrate such key
requirementsin private assurance schemes and to rationalise control proce-
dures.

The last item to mention is how to evauate the effect and the efficiency of en
vironmentd cross-compliance. Aims and objectives congtitute normdly the
point of departure for policy evauations. However, in an environmenta cross-
compliance context aims and objectives are often very loosdy formulated,
which makes such evauations difficult. Thisis especidly true for Reg.
1782/2003 where the objective (among other things) isto ‘ensure that al agri-
cultura land especidly land which is no longer used for production purposes,
ismaintained in good agriculturd and environmenta condition’. Very few
countries have at the moment regulative measures covering items of good agri-
culturd and environmental condition and by that no clear policy objectives
exist. Thelack of clear objectives at the EU leve together with a missing clari-
fication of the scope of the maintenance objectives makes effect evauations
and therefore also a full development of cross-compliance measures difficult.
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