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Introduction

Thanks for the invitation to comment on the proposal for a new EU common Agricultural Policy of five environmental NGO’s, presented here by Ariel Brunner in a straightforward way.
I share the analysis on the potential of a reformed CAP to deliver beneficial environmental outcomes. The NGO proposal is aligned with a vision on progressively transforming the CAP from income support to an instrument rewarding the environmental goods and services provided by land managers. It has been introduced by the British Land Use Policy Group (LUPG) in March 2009. BfN supported this and during ENCA meeting it was debated. However: neither ENCA IG nor BfN have a view on the best delivery architecture for the CAP, Though: With my resonse I will express shared belief and some constructive comments on the ideas presented here.
I fully agree with the critique on the environmental outcome of the budget on “preservation and management of natural resources”. This can easily be demonstrated by the obvious failure of meeting the European 2010 biodiversity goal. There is an urgent need to strengthen the interrelation between agriculture and the maintenance of the European Biodiversity: The farm community itself should have a self interest in improving the environmental performance, because it maintains the ability for continuous food production, which is the primary role for farming. Though in order to fulfil this function in the long run, it is necessary to make the agricultural systems more resilient against external shocks, like climate change, loss of biodiversity or rising oil prices. And this is best done, if agriculture moves to more sustainability. 
This NGO proposal is a bold reform proposal. This is welcomed, because it will help to set ambitious goals. It goes beyond existing visions and helps not only to answer the questions: “What should be the role of the CAP?” but also makes constructive contributions to the question “How can we use CAP funds more effectively? “ In this proposal there has been made a clear statement that environmental goods are the ones to be regarded as public goods, fulfilling the economic characteristics to be classified as such. I think it should be possible to get a consensus on it. 

This proposal provides a fresh way forward: Some of the experts in the ENCA IG, e.g. Natural England & the Scottish National Heritage and me personally endorse the idea to move away from a system of entitlements to a system of contractual payments , designed to deliver the desired public goods. We regard this as important step for a renewed trust between farmers and society. The promise is: We will fund farming and support income, provided farmers deliver the desired environmental and social goods, being in character public goods as have been defined by economists. 

Agri-envrionmental schemes, the most important delivery mechanism to get targeted outcomes and cross compliance, the mechanism to safeguard the compliance of minimum environmental standards are closely interrelated. I agree in principle with the considerations what has to be regarded as “polluter pays principle”. 
The existing direct payment level based on existing cross Compliance Regulation – that has been shown by studies in Germany - is an overcompensation of environmental costs associated with the meeting of the conditions. Worse: The existing environmental challenges exist despite the cross compliance regulations. Thus the efforts to make agriculture more sustainable have to be increased and/or the level of existing direct payments have to be lowered. If we stick to the concept of cross compliance as compensation payment for environmental needs, then the CC-level should be increased and going above the level of existing environmental regulations and compensating for additional costs.
However: In the ENCA IG as well as in BfN; we are still considering different options for the future architecture of CAP. We will follow the line, which has presented here, that targeted payments needs targeted goals. I have sympathy for the proposal to introduce a modular scheme. The German Environmental Advisory Board proposed recently a three tier approach, whereas here a proposal is made with five support schemes. But whether it is three, five or 10 schemes seems not be that important. What seems important is that these schemes are agreed at EU-level, serving specific European objectives and rules and being targeted at the national and regional level. But targeted payments means also a move from conditional payments towards more subtle delivery mechanisms, taking into account the specific circumstances.
Within the existing regulation certain farm systems provide what can be regarded as a positive environmental outcome: two groups – organic farming and extensive farming in more marginal areas- are broadly classified. I agree that for them there should be certain income support schemes, designed to help maintaining the positive external biodiversity effects associate with HNV farming. If these farms would give up, the biodiversity associated with it, would disappear. I also see justification to support organic farming on grounds of environmental economics, because of their economic disadvantages resulting form managing the land in an environmentally less harmful way compared with farmed working in a conventional way. However we know from experience that even in organic farming systems there is a need to implement additional agri-environmental measures helping to meet nature conservation goals.
I see considerable need to debate the idea of introducing a “Basic farm sustainability Scheme” (BFSS), because the desired level of public goods, will then be made dependent on the level of payments. Only a sufficient level is capable to secure participation by most farmers, which is the goal of the proposal. Though, one has to be aware, that there exists an “exit option”: If the level is too low and if market income promises better perspectives than the income derived by the provision of public good, the individual farmer may choose not to go for a contract based on conditions set out in the BFFS-Scheme or to move out of the contract. We have to debate and search about the most efficient way to meet our goals. This proposal provides a good staring point. We have to consider the danger, that with a BFFS Scheme, multiple overlaps between schemes may cause considerable administrative complexity and causing high transactions costs, thus undermining the acceptance of the other proposed schemes, delivering higher levels of public goods.
The proposal states, that it is based on the assumption that the size of the budget will be comparable to the current one; but if the size of the budget will be reduced, a greater targeting of the resources will be required. The measures capable of delivering the highest level of public goods – AES and HNV- must be a priority. I share this assumption. However in any case, we need a clear picture, on how much is needed to meet our objectives from the point of view of nature conservation. As ENCA IG we try to contribute to this picture. In the next month we will have a workshop dealing with two questions: How do we maximize the environmental benefits of AES, and what size of Budget do we need, to meet our stated objectives, such as the management of Natura 2000 and other goals in the range of nature conservation policy.

I was impressed that this proposal covered nearly all instruments of CAP and made a lot of useful suggestions including binding investment grants to compliance to environmental conditions; designed to mitigate environmental impacts and strengthen advisory services designed to help to adapt to the environmental challenges. I share this consideration in principle and also agree on the consideration regarding place based rural development strategies.

To sum up:

It‘s not pillars we want to see, it‘s outcome. It‘s a merit of this constructive proposal that it moves away from the Pillar-type discussion and the debate on the distribution between these two pillars. However the question on allocation between schemes will remain and be highly controversial. This proposal provides a full range of arguments , why and how the existing CAP Budget can be better used to influence landmanagement decisions for beneficial and desired environmental and social outcomes. Though: CAP influences is limited to this extent. To influence consumer decisions in Europe and behavior it needs additonal instruments, but this is another story. I wish this proposal , that it will get the attention it deserves, and that it will play an important role in the upcoming reform debate.
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