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CAP: common agricultural policy

CATS: Clearance Audit Trail System (database collecting information related to European agricultural 
funds payments)

EAGF: European Agricultural Guarantee Fund

EAFRD: European Agricultural Fund for Rural Development

Eurostat: statistical office of the European Union

GAEC: good agricultural and environmental condition

LFA: less-favoured area

LSU: livestock units

SMR: statutory management requirements

SAPS: Single Area Payment Scheme

SPS: Single Payment Scheme

URAA: Uruguay Round Agreement on Agriculture

WTO: World Trade Organisation (Geneva) 

ABBREVIATIONS
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GLOSSARY

1992	reform: The first major reform of the CAP (‘MacSharry reform’) in which intervention prices in the 
arable and the beef sectors were reduced. As a compensation for expected losses of income the reform 
introduced direct payments to arable crop producers and for land to be taken out of production (set-
aside).

WTO	Agreement	on	Agriculture : Result of negotiations in the 1986–94 Uruguay Round where WTO 
member countries agreed to improve market access and reduce trade-distorting subsidies in agriculture.

Agenda	2000 :  This reform put the CAP on two main pillars which the Community budget finances 
through two European agricultural funds. The first pillar (European Agricultural Guarantee Fund (EAGF)) 
provides for market measures and income support in the form of direct payments. The second pillar 
(European Agricultural Fund for Rural Development (EAFRD)) co-finances rural development measures 
in areas such as agri-environment, the promotion of food quality, higher technical standards and animal 
welfare.

2003	reform: CAP reform (‘Mid-Term Review’) which aimed to reduce price support and compensate for 
this reduction by direct income aid continuing a process that had begun in 1992 (MacSharry reform), 
and confirmed in 1999 (Agenda 2000 reform). The 2003 reform introduced the decoupling of aid and 
cross-compliance while reinforcing rural development assistance 

Health	Check :  2008 review of the 2003 CAP reform. Adoption of Commission proposals for further 
decoupling of direct aids and additional flexibility for the SPS, higher transfers of expenditure to rural 
development measures, modifications to the intervention system, increase of milk quotas and other 
sector-specific measures. 

Agricultural	factor	income: Indicates the net value added of agricultural activities (as well as insep-
arable non-agricultural, secondary activities) at factor cost. It is calculated by subtracting the value of 
intermediate consumption, the consumption of fixed capital and production taxes from the value of 
agricultural output at basic prices and adding the value of (other) subsidies on production. Households 
often receive income from other sources (non-agricultural activities, salaries, social benefits, income 
from property) so that agricultural income is not necessarily identical with the actual income of agricul-
tural households. 

Agricultural	entrepreneurial	income: Income generated by farming activities which is used to reward 
own production factors (work and/or enterprise, own capital and owned land). It corresponds to factor 
income minus costs linked to borrowing capital and hiring labour. 

Decoupling: Process of separation of direct aid payments from the actual agricultural production. 
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EXECUTIVE 
SUMMARY

I .
The S ingle  Payment  S cheme (SPS)  i s  a  key 
f e a t u r e  o f  t h e  2 0 0 3  r e f o r m  o f  t h e  c o m -
mon agr icu l tura l  pol ic y.  I t s  objec t ives  are 
t o  e n c o u r a g e  f a r m e r s  t o  b e t t e r  r e s p o n d 
t o  m a r k e t  d e m a n d  a n d  t o  s u p p o r t  t h e i r 
income.  The SPS i s  cur rent ly  appl ied in  17 
o f  t h e  2 7  E U  M e m b e r  St ate s  a n d  ex p e n d i-
t u r e  o n  t h e  s c h e m e  a m o u n t e d  t o  s o m e 
28,8  bi l l ion euro in  2009.

I I .
The Cour t ’s  audit  of  the implementat ion of 
the SPS focused on the fol lowing: 

 Ū t h e  b e n e f i c i a r i e s  o f  t h e  p o l i c y,  t h e  a c -
cess  to  s ingle  payments  and the def in i -
t ion of  e l igible  land;

 Ū t h e  c o n t r i b u t i o n  o f  t h e  s c h e m e  t o  t h e 
o b j e c t i v e s  o f  s u p p o r t i n g  f a r m e r s ’ i n -
c o m e  a n d  m a i n t a i n i n g  l a n d  i n  g o o d 
a g r i c u l t u r a l  a n d  e nv i ro n m e n t a l  c o n d i -
t ion;

 Ū t h e  s p e c i f i c  e f f e c t s  a r i s i n g  f r o m  t h e 
v a r i o u s  i m p l e m e n t i n g  m o d e l s  o f  t h e 
scheme.

I I I .
T h e  b e n e f i c i a r i e s  o f  t h e  S P S  a re  ‘ f a r m e r s ’ 
e n g a g e d  i n  a n  ‘a g r i c u l t u r a l  a c t i v i t y ’ a n d 
h a v i n g  ‘e l i g i b l e  l a n d ’ a t  t h e i r  ‘d i s p o s a l ’. 
H o w e v e r,  a  l a c k  o f  p r e c i s i o n  i n  t h e  d e f i -
n i t i o n  o f  t h e s e  t e r m s  a n d  t h e  m a n n e r  i n 
w h i c h  t h e  r e l a t e d  p r o v i s i o n s  w e r e  s u b -
s e q u e n t l y  a p p l i e d  p e r m i t t e d  p e r s o n s  o r 
e n t i t i e s  h a v i n g  n o  o r  o n l y  m a r g i n a l  a g r i -
c u l t u r a l  a c t i v i t y  t o  b e n e f i t  f ro m  S P S  p ay-
ments. 
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VII I .
S e v e r a l  o p t i o n s  ( ‘ m o d e l s ’ )  w e r e  m a d e 
avai lable  to  M ember  States  for  the  imple -
mentat ion of  the SPS.  The choice  bet ween 
t h e  a v a i l a b l e  m o d e l s  s i g n i f i c a n t l y  i n f l u -
enced the dist r ibut ion of  a id  within  M em-
b e r  S t a t e s  ( a m o n g  f a r m e r s ) .  T h i s  m e a n s 
that ,  current ly,  the SPS is  a  poor ly  targeted 
method to  suppor t  farmers’ income. 

IX.
Most  Member  States  that  have so far  intro -
d u c e d  t h e  S P S  h a ve  re t a i n e d  t h e  h i s t o r i c 
model  where the amounts  of  a id  are  essen-
t i a l l y  b a s e d  o n  p a r a m e te r s  s e t  i n  2 0 0 0  to 
2 0 0 2  w h i c h  n o  l o n g e r  c o r re s p o n d  t o  c u r -
r e n t  a c t i v i t y .  W h e r e  t h e  M e m b e r  S t a t e s 
author i t ies  have not  set  up proper  restr ic -
t i o n s ,  t h i s  m o d e l  c a n  a l s o  b e  a s s o c i a t e d 
w i t h  s p e c u l a t i ve  t r a n s fe r s  a n d  a cc u m u l a -
t ion of  payment  ent i t lements  by  benef ic i -
ar ies.

X.
Th e  re gi o n a l  m o d e l  f avo u r s  a  m o re  e q u a l 
d i s t r i b u t i o n  o f  a i d .  H o w e v e r,  i t  h a s  b e e n 
s h o w n  t h a t  i t  a g g r a v a t e s  t h e  ‘c a p i t a l i s a -
t i o n’ o f  t h e  a i d  i n  l a n d  p r i c e s  a n d  l a n d 
l e a s e s .  S u c h  c a p i t a l i s a t i o n  e x i s t s  i n  a l l 
a i d  s y s t e m s  b a s e d  o n  t h e  s u r f a c e  o f  l a n d 
f a r m e d,  b u t  m o re  s o  i n  t h e  re gi o n a l  fo r m 
of  implementat ion of  the SPS. 

XI.
O v e r a l l ,  w h i l e  t h e  S P S  h a s  c o n t r i b u t e d 
t o  t h e  o b j e c t i v e s  o f  t h e  C A P,  n o t a b l y  b y 
e n c o u r a g i n g  f a r m e r s  t o  b e t t e r  r e s p o n d 
to  m a r k e t  d e m a n d  a n d  by  s u p p o r t i n g  t h e 
i n c o m e  o f  t h e  a g r i c u l t u r a l  s e c t o r  a s  a 
w h o l e ,  t h e  Co u r t  i nv i t e s  t h e  Co m m i s s i o n 
to  co n s i d e r  w h e t h e r  s u c h  fe at u re s  s h o u l d 
be  rev iewed a long the  l ines  set  out  in  the 
recommendat ions  below.

 

IV.
I n  2 0 0 8 ,  t h e  C o m m i s s i o n  a n d  t h e  C o u n -
c i l  u n d e r to o k  a  re v i e w  o f  t h e  C A P,  k n ow n 
a s  t h e  ‘ H e a l t h  C h e c k ’,  w h i c h  l e d  t o  t h e 
a c k n o w l e d g e m e n t  t h a t  S P S  a i d  s h o u l d 
n o t  g o  to  ‘n at u ra l  o r  l e g a l  p e r s o n s  w h o s e 
a gr i c u l t u ra l  a c t i v i t i e s  fo r m  o n l y  a n  i n s i g -
n i f i c a n t  p a r t  o f  t h e i r  o v e r a l l  e c o n o m i c 
a c t i v i t i e s  o r  w h o s e  p r i n c i p a l  b u s i n e s s  o r 
c o m p a n y  o b j e c t s  d o  n o t  c o n s i s t  o f  e xe r -
c i s i n g  a n  a g r i c u l t u r a l  a c t i v i t y ’.  H o w e v e r, 
no M ember  State  has  yet  made use  of  th is 
opt ion to  better  target  the benef ic iar ies  of 
SPS a id. 

V.
A c c e s s  o f  n e w  e n t r a n t s  t o  t h e  S P S  w a s 
s o m e t i m e s  l i m i t e d .  Fu r t h e r m o r e ,  t h e  c r i -
te r i a  fo r  e l i g i b i l i t y  o f  l a n d  we re  n o t  c l e a r 
enough and the required minimal  agr icul -
tural  ac t iv i t y  was sometimes reduced to no 
ac t iv i t y  at  a l l .

VI.
D i r e c t  p a y m e n t s ,  c o m p r i s i n g  S P S  a n d 
 cou    p     led a id,  represent  an impor tant  share 
o f  f a r m  i n c o m e. T h e  m a j o r  p a r t  o f  t h e  a i d 
g o e s  to  a  s m a l l  n u m b e r  o f  l a rg e  b e n e f i c i -
ar ies  whi le  the  large  major i t y  of  benef ic i -
a r i e s  e a c h  re ce i ve  o n l y  a  s m a l l  a m o u nt  o f 
a id. 

VII .
The receipt  of  SPS a id  i s  condit ional  upon 
re s p e c t i n g  c ro s s - co m p l i a n ce  o b l i g a t i o n s . 
However,  the  Cour t  noted that  there  i s  no 
d i re c t  l i n k  b e t we e n  S P S  a i d  a n d  t h e  co s t s 
i n c u r r e d  b y  f a r m e r s  f o r  c o m p l y i n g  w i t h 
s u c h  o b l i g a t i o n s .  S i m i l a r l y,  i t  i s  n o t  p o s -
s ible  to  establ ish a  direc t  l ink  bet ween SPS 
a i d  a n d  t h e  p o s i t i v e  p u b l i c  e x t e r n a l i t i e s 
that  agr icultural  ac t iv i t ies  generate. 

EXECUTIVE
SUMMARY
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XII .
The Cour t  recommends that ;

 Ū t h e  p r e s e n t  l e g i s l a t i o n  s h o u l d  b e 
a m e n d e d  to  e n s u re  t h at  S P S  a i d  i s  d i r -
ec ted to ac t ive farmers,  in  par t icular  by 
excluding benef ic iar ies  who have no or 
only insignif icant agricultural  activit ies;

 Ū el igible  land and agr icultural  ac t iv i t ies 
s h o u l d  b e  m o re  c l e a r l y  d e f i n e d  w i t h  a 
v i e w  t o  e xc l u d i n g  f r o m  t h e  b e n e f i t  o f 
S P S  a i d  n o n - a g r i c u l t u r a l  p a r c e l s  a n d 
a c t i v i t i e s  t h at  d o  n o t  co nt r i b u te  to  i n-
creas ing agr icultura l  produc t iv i t y  (Ar t -
ic le  39 of  the Treat y,  see footnote 5)  or 
ac t ively  maintaining the environmental 
value of  the land;

 Ū t h e  c a l c u l a t i o n  o f  S P S  a i d  s h o u l d  b e 
m o d i f i e d  t o  b e t t e r  r e f l e c t  t h e  c o s t  o f 
environmental  and other  ex ternal i t ies ; 

 Ū GAEC standards should require concrete 
and regular  ac t iv i t ies  to  be carr ied out 
by  f a r m e r s  fo r  t h e m  to  re ce i ve  t h e  f u l l 
amount  of  the a id.  Payment  reduc t ions 
for  fa i lure  to  respec t  cross- compl iance 
o b l i g a t i o n s  s h o u l d  b e  m a d e  m o re  d i s -
suasive ;

 Ū a  m o r e  b a l a n c e d  d i s t r i b u t i o n  o f  a i d 
b e t we e n  f a r m e r s  s h o u l d  b e  s o u g h t  e i -
ther by fur ther modulation of payments, 
o r  b y  c a p p i n g  h i g h e r  i n d i v i d u a l  p a y -
m ents ,  or  by  t ak in g into  co ns id erat i on 
the speci f ic  c i rcumstances  of  farms; 

 Ū t h e  c a l c u l at i o n  o f  e nt i t l e m e nt s  s h o u l d 
be based on current  farming condit ions 
in  the di f ferent  regions.  

EXECUTIVE
SUMMARY
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INTRODUCTION

B AC KG R O U N D

1. 	 Unti l  i ts  reform in 1992,  the CAP rel ied on a pr ice suppor t  sys-
tem in  most  agr icultura l  sec tors  combined with  publ ic  inter-
vent ion in  agr icultural  markets  as  wel l  as  border  protec t ion 1. 
Pr ice  suppor t  came to  generate  a lmost  per manent  sur pluses 
of  the major  farm commodit ies  and market  stabi l isat ion could 
only  be achieved,  at  a  high budgetar y cost ,  through measures 
such as  pr ivate  s torage,  d isposal  measures,  expor t  subs id ies 
or  even destruction of  agricultural  products.  In addit ion,  pr ice 
suppor t had been systematical ly cr it icised in multi lateral  trade 
negot iat ions.

2. 	 Th e  1 9 9 2  re fo r m  o f  t h e  C A P  re d u ce d  i n te r ve n t i o n  p r i ce s  fo r 
cereals  and beef  and obl iged larger  farms to  set  as ide par t  of 
t h e i r  l a n d.  I n  p a ra l l e l ,  t h e  re fo r m  i nt ro d u ce d  a cco m p a ny i n g 
measures  for  the protec t ion of  the environment,  ear ly  ret i re -
ment for  farmers and afforestation measures.  In compensation 
for  the expec ted income losses  that  fo l lowed the decrease of 
c e re a l  a n d  b e e f  p r i c e s ,  p ro d u c e r s  re c e i ve d  d i re c t  p ay m e n t s 
w h i c h  w e r e  c o u p l e d  t o  a r e a s  s o w n  o r  a n i m a l  n u m b e r s .  T h e 
overal l  amounts  of  these payments  were restr ic ted by sec tor-
speci f ic  regional  or  nat ional  cei l ings.

1 In some agricultural sectors 

direct aid payments had been 

introduced to improve producer 

incomes. An example is Council 

Regulation No 136/66/EEC of 

22 September 1966 on the 

establishment of a common 

organisation of the market in 

oils and fat (OJ 172, 30.9.1966, 

p. 3 025–66) that introduced 

an aid to the production of 

olive oil and table olives. In the 

case of cotton, producers were 

supported, indirectly, via an aid 

to the ginners. 

B O X 	 1
FA R M 	 I N CO M E 	 S U P P O R T 	 A N D 	T H E 	 E U R O P E A N 	 U N I O N ’S 	 I N T E R N AT I O N A L	
CO M M I T M E N T S

In 1994, the European Union and the member countries of the World Trade Organisation signed the 
Uruguay Round Agreement on Agriculture (URAA). This agreement classifies the various forms of 
farm support according to their impact on the distortion of international trade. Direct price support 
is considered as particularly distorting and the WTO member countries committed themselves to 
reduce this form of support. Direct payments ‘decoupled’ from production are considered not to 
distort trade and are therefore permitted2.

2  The Agreement on Agriculture (OJ L 336, 23.12.1994, p. 22) allows public farm support under specific conditions. According to 

Annex 2 to the agreement the eligibility for income support payments must be determined on the basis of criteria such as income 

level, status as a producer or landowner, factor use or production level in a reference period. The amount of such payments in any 

given year shall not be related to the type or volume of production (including livestock) after the reference period nor to the prices of 

any such production. Also, payments must not be based on the factors of production employed in any year after the reference period 

nor should farmers be obliged to produce in order to be entitled to the support.  
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3. 	 I n  1 9 9 9 ,  t h e  E u r o p e a n  Co u n c i l  i n  B e r l i n  a g r e e d  u p o n  a  f u r -
ther  reform of  the CAP.  Suppor t  to  agr iculture  was  organised 
around two main ‘pi l lars’ that  the Community budget f inances 
t h r o u g h  t w o  f u n d s .  T h e  E u r o p e a n  A g r i c u l t u r a l  G u a r a n t e e 
Fund (EAGF)  cont inues  to  provide for  the f inancing of  market 
measures  and inc ludes  income suppor t  in  the  for m of  d i rec t 
payments  coupled to  produc t ion .  The  European Agr icu l tura l 
Fund for  Rural  Development  (EAFRD)  co -f inances  rural  devel-
opment  measures  such as  protec t ion of  the environment  and 
sus tainable agr iculture,  promotion of  food qual ity,  and higher 
technical  and animal  wel fare  standards. 

T H E 	2003	 R E F O R M 	 O F 	T H E 	 C A P 	 I N T R O D U C E D	
T H E 	 S I N G L E 	 PAYM E N T 	 S C H E M E

4. 	 I mplementat ion of  the URAA and changing pol i t ical  pr ior i t ies 
led  to  the  2003 refor m of  the  C AP.  This  re for m was  des igned 
t o  e n c o u r a g e  f a r m e r s  t o  re s p o n d  t o  m a r k e t  d e m a n d  a n d  t o 
promote agr icultural  prac t ices  considered to be protec t ive of 
the environment.

5. 	 A s  re g a rd s  t h e  f i r s t  p i l l a r  o f  t h e  C A P  ( E AG F )  w h i c h  f i n a n c e s 
market and direct  aids,  the 2003 reform was based on four key 
e lements : 

 Ū  I n t r o d u c t i o n  o f  t h e  S i n g l e  Pa y m e n t  S c h e m e  ( S P S ) .  T h i s 
scheme replaces  most  exist ing direc t  a id  payments.  Under 
the SPS,  a id  is  ‘decoupled’ f rom any obl igat ion to  produce. 

 Ū Ful l  payment  of  d i rec t  a id  is  subjec t  to  the condit ion that 
far mers  keep a l l  the i r  land in  good agr icu l tura l  and envi -
ronmental  condit ion (GAEC) and respect statutor y manage -
ment requirements (SMRs) .  This  is  cal led ‘cross- compliance’. 
G A E C  a n d  S M R s  p re s c r i b e  o r  p ro h i b i t  p ra c t i ce s  re l ate d  to 
the  protec t ion of  the  produc t ive  potent ia l  o f  agr icul tura l 
l a n d,  t h e  e nv i ro n m e nt ,  a n i m a l  h e a l t h  a n d  we l f a re ,  p l a nt s 
and food safet y. 

 Ū I ntroduc t ion of  a  compulsor y  mechanism to reduce a l l  d i -
rec t  payments exceeding 5 000 euro per  calendar  year  by a 
f ixed percentage ( ‘modulat ion’ ) 3.  The funds result ing f rom 
the modulat ion are  t ransferred to  the EAFRD.

3 Direct payments were reduced 

by 3 % in 2005, 4 % in 2006 

and 5 % from 2007 onwards. As 

from 2009, annual reductions 

for modulation will be further 

increased from 7 % in 2009 to 

10 % in 2012. The Agenda 2000 

reform had already introduced 

a voluntary modulation 

mechanism allowing Member 

States to modulate up to 20 % 

of the total amount of direct 

payments. Only the United 

Kingdom, France, Germany and 

Spain had chosen to apply these 

voluntary modulation measures. 

Under the 2003 CAP reform 

Member States may apply 

such a voluntary modulation 

mechanism in addition to 

the mandatory modulation. 

Currently, this is the case in the 

United Kingdom and in Portugal.
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 Ū A financial  discipline mechanism to ensure that the amounts 
agreed upon for  the f inancing of  Pi l lar  I  of  the CAP are  not 
exceeded in  any year 4.  This  mechanism came into ef fec t  in 
2007 but  has  not  so  far  been tr iggered.

6. 	 The SPS is designed to be consistent with the overall  objectives 
of  the common agr icultural  pol ic y aiming to ‘increase agr icul-
t u ra l  p ro d u c t i v i t y ’ a n d  ‘ t h u s  e n s u re  a  f a i r  s t a n d a rd  o f   l i v i n g 
for  the agr icultural  community,  in par t icular  by increasing the 
individual earnings of persons engaged in agriculture’5.  Hence, 
t h e  i n co m e  o f  f a r m e r s ,  w h i c h  h a d  b e e n  o n e  o f  t h e  p r i n c i p a l 
concerns  of  the CAP s ince i ts  introduc t ion,  remained a  major 
pol ic y  concern.

7. 	 Fo r  t h e  a p p l i c a t i o n  ye a r  2 0 0 8  ( f i n a n c i a l  ye a r  2 0 0 9 ) ,  t h e  n a -
t ional  cei l ings avai lable for  distr ibuting payment entit lements 
in  the  17  M ember  States  that  have introduced the SPS so  far 
a m o u n t e d  t o  a  t o t a l  o f  3 1 , 5  b i l l i o n  e u r o 6.  I n  t h e  2 0 0 9  b u d -
g e t  t h e  S P S  a c c o u n t e d  f o r  7 2 , 1   %  o f  t h e  E U  d i r e c t  s u p p o r t 
payments  and 49,8   % of  the  budget  for  agr iculture  and rura l 
development.

4 Article 12 of Council Regulation 

(EC) No 1290/2005 of 21 June 

2005 on the financing of the 

common agricultural policy 

(OJ L 209, 11.8.2005, p. 1).

5 Article 39 of the Treaty on the functioning of the European Union (Treaty of Lisbon):

 ‘1. The objectives of the common agricultural policy shall be:

 (a)   to increase agricultural productivity by promoting technical progress and by ensuring the rational development of agricultural production 

and the optimum utilisation of the factors of production, in particular labour;

 (b)  thus to ensure a fair standard of living for the agricultural community, in particular by increasing the individual earnings of persons engaged 

in agriculture;

 (c) to stabilise markets;

 (d) to assure the availability of supplies;

 (e) to ensure that supplies reach consumers at reasonable prices. 

 2. In working out the common agricultural policy and the special methods for its application, account shall be taken of:

 (a)  the particular nature of agricultural activity, which results from the social structure of agriculture and from structural and natural disparities 

between the various agricultural regions;

 (b) the need to effect the appropriate adjustments by degrees;

 (c) the fact that in the Member States agriculture constitutes a sector closely linked with the economy as a whole.’

 6 Article 41 and Annex VIII to Council Regulation (EC) No 1782/2003 (until 31.12.2008) (OJ L 270, 21.10.2003, p. 1) and Annex VIII to Council 

Regulation (EC) No 73/2009 (as from 1.1.2009) (OJ L 30, 31.1.2009, p. 16). Amounts in Annex VIII are calculated on the basis of a full decoupling of all 

direct payments. If a Member State opted for partial decoupling only, the ceiling for SPS is reduced and the ceiling for the appropriations available 

for coupled payment is increased accordingly (see for example Annex III to Commission Regulation (EC) No 674/2008 (OJ L 189, 17.7.2008, p. 5) 

modifying Annex VIII to Council Regulation (EC) No 1782/2003 and establishing budgetary ceilings for the partial or optional implementation).
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TA B L E 	 1
A N N UA L 	 B U D G E TA RY 	 C E I L I N G S 	 F O R 	T H E 	 S I N G L E 	 PAYM E N T 	 S C H E M E

(1 000 euro)

Member State Application year

2006 2007 2008

Belgium 475 641 488 660 502 200

Denmark 981 539 987 356 993 338

Germany 5 644 898 5 693 330 5 741 963

Ireland 1 335 311 1 337 919 1 340 752

Greece 2 041 887 2 069 049 2 234 039

Spain 3 529 453 3 542 583 3 600 357

France 6 060 555 6 107 448 6 159 613

Italy 3 593 132 3 612 988 3 827 342

Luxembourg 36 602 37 051 37 051

Malta 1 668 3 017

Netherlands 325 103 730 632 743 163

Austria 540 440 643 956 649 473

Portugal 365 645 413 774 434 232

Slovenia 50 454 62 902

Finland 519 628 521 285 523 362

Sweden 630 000 714 201 719 414

United Kingdom 3 914 945 3 931 186 3 947 375

Total 29 994 779 30 883 540 31 519 593
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K E Y 	 E L E M E N T S 	 O F 	T H E 	 S P S 	 A N D 	 M O D E L S 	 O F	
I M P L E M E N TAT I O N	 	

8. 	 As indicated above,  the SPS was  the cornerstone of  the 2003 
reform of  the CAP and replaced most  exist ing direc t  a id  pay-
ments 7.  Only  farmers  are  e l igible  for  SPS.  A farmer  is  a  person 
who carr ies out an agricultural  activity.  An agricultural  activity 
i s  def ined as  the produc t ion of  p lants,  the rear ing of  animals 
or  the maintenance of  land in  good agr icultural  and environ-
mental  condit ion (GAEC ) 8.

9. 	 To benef i t  f rom SPS a id,  a  farmer  must  hold ‘payment  ent i t le -
ments’ and have el igible agricultural  land at his disposal.  Ever y 
p ay m e nt  e nt i t l e m e nt  d e c l a re d  to g e t h e r  w i t h  o n e  h e c t a re  o f 
e l igible  land gives  r ight  to  an SPS payment  equal  to  the unit 
va l u e  o f  t h e  p ay m e n t  e nt i t l e m e n t  d e c l a re d 9.  Pay m e nt  e nt i t -
lements  are,  in  essence,  a  condit ional  r ight  to  being paid  EU 
income suppor t,  i .e.  an asset.  They may be separated from land 
and traded independently.

10. 	 Payment entit lements are granted by the national  authorit ies. 
The nat ional  ce i l ings  correspond to  the value of  a l l  payment 
ent i t lements  avai lable  that  farmers  can ac t ivate  with e l igible 
land within the terr itor y of  the same Member State.  This  value 
i s  h i g h e r  t h a n  t h e  a m o u nt s  a c t u a l l y  p a i d,  b e c a u s e  a l l  d i re c t 
payments to farmers,  including SPS payments,  are reduced as a 
result  of  modulation (for  example 5 % in 2008),  Member States 
h ave  n o t  f u l l y  a l l o c ate d  a l l  ava i l a b l e  a m o u nt s ,  f a r m e r s  h ave 
not  used ( ‘ac t ivated’ )  a l l  payment  ent i t lements  ( for  example, 
b e c a u s e  i n  a  g i v e n  y e a r  t h e y  f a r m  f e w e r  h e c t a r e s  t h a n  t h e 
n u m b e r  o f  e nt i t l e m e nt s  t h e y  p o s s e s s )  o r  p ay m e nt s  we re  re -
duced as  a  result  of  administrat ive  sanc t ions  ( for  example  in 
the case of late presentation of the aid application).  Thus,  total 
p ay m e nt s  m a d e  u n d e r  t h e  s c h e m e  a m o u nte d  to  2 8 , 8  b i l l i o n 
euro in  f inancia l  year  2009 10. 

7 For details on the support 

schemes integrated into the SPS 

see Annex VI to Regulation 

(EC) No 1782/2003.

8 See Article 1 and Article 2 (a) 

and (c) of Council Regulation 

(EC) No 1782/2003. 

9 Exceptions apply only for 

certain producers of beef, milk 

and sheep and goat without 

land. These producers receive 

income support under the 

condition that they maintain a 

minimum level of their historical 

animal production. Arable 

crop farmers received specific 

entitlements for their set-aside 

obligations.

10 For details on income support 

payments effectively made 

under the SPS see Annex II.
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11. 	 B e l g i u m ,  D e n m a r k ,  G e r m a n y,  I r e l a n d ,  I t a l y ,  L u x e m b o u r g , 
 Austr ia ,  Por tugal,  Sweden and the United Kingdom introduced 
the SPS in  2005.  Spain ,  France,  the  Nether lands,  Fin land and 
Greece used a  transit ional  per iod and introduced the SPS one 
year  later,  in  2006. 

12. 	 S p e c i f i c  r u l e s  a p p l y  fo r  t h e  n e w  M e m b e r  S t a t e s  t h a t  j o i n e d 
t h e  E U  i n  2 0 0 4  o r  2 0 0 7 .  T h e y  c o u l d ,  i n  p r i n c i p l e ,  i n t r o d u c e 
t h e  S P S  l i k e  o t h e r  M e m b e r  S t a t e s  b u t  s o  f a r  o n l y  M a l t a  a n d 
S lovenia  have done so in  2007.  Bulgar ia ,  the Czech Republ ic , 
Estonia ,  Cyprus,  Lat v ia ,  L i thuania ,  Hungar y,  Romania ,  Poland 
and Slovak ia avai led themselves of  an option that al lows them 
t o  p o s t p o n e  t h e  i n t r o d u c t i o n  o f  t h e  S P S  u n t i l  2 0 1 3 .  I n  t h e 
meantime,  they apply a  s impli f ied area-based suppor t  scheme 
(SAPS) 11.  SAPS was not  included within  the scope of  the audit 
repor ted in  the present  repor t .

13. 	 S e v e r a l  i m p l e m e n t i n g  o p t i o n s  w e r e  o p e n e d  a s  r e g a r d s  t h e 
calculat ion and a l locat ion of  payment  ent i t lements,  thus  de -
f ining a number of  ‘models’ among which Member States could 
choose:  the histor ic  model ;  the regional  ( f lat-rate)  model ;  and 
mixed models,  which are  a  combinat ion of  both: 

(a )  Th e  h i s to r i c  m o d e l 1 2:  E a c h  f a r m e r  i s  gra nte d  p ay m e nt  e n -
tit lements which are as a rule based on the average amount 
o f  a i d  p a y m e n t s  r e c e i v e d  d u r i n g  t h e  t h r e e - y e a r  ( 2 0 0 0 , 
2001 and 2002)  reference  per iod ( the  h is tor ica l  re ference 
amount)  and the average number  of  hec tares  farmed dur -
i n g  t h at  p e r i o d  u n d e r  a ny  o f  t h e  fo r m e r  co u p l e d  s u p p o r t 
 schemes (the reference area) 13.  Thus the unit  value of  a pay-
ment entit lement is  equal  to the reference amount divided 
by  t h e  n u m b e r  o f  e n t i t l e m e n t s .  Th i s  m o d e  o f  c a l c u l a t i o n 
resul ts  in  s igni f icant  d i f ferences  in  the  uni t  va lue  of  pay -
ment  ent i t lements  that  ar ise  f rom the dispar i t y  of  suppor t 
to specif ic  agricultural  sectors during the reference period.

11 Article 122 of Regulation 

(EC) No 73/2009.

12 Article 43 of Council 

Regulation (EC) No 1782/2003.

13 Specific provisions applied 

in the sector of olive oil where 

the reference period comprised 

the marketing years 1999/2000, 

2000/01, 2001/02 and 2002/03.
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(b)  The regional  ( f lat-rate)  model 14:  Under  the regional  model, 
a l l  payment entit lements al located to the farmers of  a  defi -
ned region/sub -region have the same value ( ‘ f lat-rate’ )  and 
e a c h  f a r m e r  i s  a l l o c ate d  a  p ay m e nt  e nt i t l e m e nt  fo r  e ve r y 
el igible  hec tare declared in  the f i rst  year  of  appl icat ion or, 
a l ter nat ive ly,  in  the  last  year  preceding the  year  of  int ro -
duc t ion of  the SPS. 

(c )  M ixed ( ‘ hybr id ’ )  models :  These  models  combine e lements 
o f  t h e  h i s t o r i c  a n d  t h e  re g i o n a l  m o d e l s .  Fa r m e r s  re c e i ve 
a  b a s i c  f l a t  r a te  a m o u n t  p e r  e l i g i b l e  h e c t a re  p l u s  a  f i xe d 
percentage of  the a id  payments  that  they had received in 
t h e  re fe re n ce  p e r i o d.  H y b r i d  m o d e l s  m ay  b e  s t at i c  o r  d y-
namic,  i .e .  the combinat ion of  h istor ic  and f lat  rate  values 
may remain unchanged or  i t  may var y over t ime and evolve 
towards a ful l  regional,  f lat-rate,  model.  The models chosen 
by the 17 Member States  that  apply  SPS for  the calculat ion 
and a l locat ion  of  payment  ent i t lements  are  shown in  A n -
n e x  I .

14. 	 M e m b e r  S t a t e s  we re  e n t i t l e d  t o  a l l o c a t e  p a r t  o f  t h e  h i s t o r-
i c a l  p ay m e n t s  t o  a  n a t i o n a l  re s e r ve  w h i c h  c o u l d  b e  u s e d  t o 
grant  payment  ent i t lements  to  new farmers  who had star ted 
thei r  ac t iv i t ies  a f ter  the  reference  per iod,  far mers  in  spec ia l 
s ituations or farmers affected by restructuring or development 
programmes.

M O D I F I C AT I O N S 	 I N T R O D U C E D 	 BY 	T H E	
2008	‘ H E A LT H 	 C H E C K ’	 O F 	T H E 	 CO M M O N	
AG R I C U LT U R A L 	 P O L I C Y	

15. 	 I n  2008,  the Commiss ion and the Counci l  under took a  review 
of  the CAP k nown as  the ‘Health Check ’.  The Counci l  accepted 
the Commission proposals  to  fur ther  decouple direc t  suppor t 
s c h e m e s  t h a t  we re  s t i l l  co u p l e d  to  p ro d u c t i o n 1 5.  R e m a i n i n g 
coupled a id  schemes for  dr ied fodder,  s tarch ,  f lax  and hemp 
wil l  a lso be decoupled and incorporated into the SPS by 2013. 
Also,  the  Health  Check fur ther  s impl i f ied the ru les  and abol-
i s h e d  t h e  o b l i g a t i o n  f o r  f a r m e r s  t o  k e e p  p a r t  o f  t h e i r  l a n d 
fa l low (compulsor y  set-as ide) .

14 Articles 58 and 59 of 

Regulation (EC) No 1782/2003.

15 Member States which, 

since 2005, had only partially 

introduced the SPS were 

however authorised to keep 

premiums for suckler cows and 

sheep and goat coupled to 

production.
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16 Articles 45 to 48 of Regulation 

(EC) No 73/2009.

17 Article 68 of Council 

Regulation (EC) No 73/2009. For 

further analysis of these issues 

see Annex I.

16. 	 The Counci l  a lso authorised Member States to revise their  or i -
ginal  decis ion to opt for  a  par t icular  model  of  implementation 
of  the SPS.  Member States  that  had chosen the histor ic  model 
may e i ther  decide to  narrow the gap bet ween the unit  values 
of  payment entit lements or  to change over to a ( ful l  or  hybrid) 
regional  model.  Member States  which had already introduced 
a  hybr id  regional  model  may dec ide  to  reduce the  h is tor ica l 
component of  the value of  the payment entit lements and thus 
adjust  them closer  to  the regional  value.  Member  States  may 
a lso revise  the composit ion of  the regions 16.  Final ly,  Member 
States were also authorised to use up to 10 % of  their  ‘national 
cei l ings’ for  suppor t ing speci f ic  i ssues 17.
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17. 	 The Cour t  has  a l ready audited the implementat ion of  the SPS 
in  the 17 Member  States  apply ing the system s ince 2006.  The 
results  of  these audits  were repor ted in the respec tive Annual 
Repor ts. 

18. 	 The Cour t  also decided to carr y out supplementar y audit  work 
in  2009 and 2010 for  the  pur pose  of  the  present  repor t .  This 
included fur ther  audit  v is i ts  to the European Commission and 
three Member States (France,  United Kingdom, I taly)  as well  as 
documentar y  analys is  and review of  studies  and evaluat ions.

19. 	 This  repor t  focuses  on the fol lowing: 

 Ū the def init ion of  the benef ic iar ies  of  the pol ic y,  the condi-
t i o n s  o f  a c c e s s  t o  s i n g l e  p a y m e n t s  a n d  t h e  d e f i n i t i o n  o f 
e l igible  land;

 Ū the contribution of the scheme to the objectives of suppor t-
i n g  f a r m e r s ’ i n co m e  a n d  m a i n t a i n i n g  a gr i c u l t u ra l  l a n d  i n 
good agr icultural  and environmental  condit ion;

 Ū the speci f ic  ef fec ts  ar is ing f rom the var ious  implementing 
models  of  the scheme; 

 Ū the errors  l inked to  the compl icated calculat ions  required 
for  the establ ishment  of  the payment  ent i t lements. 

 AUDIT SCOPE, OBJECTIVES 
AND APPROACH.
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18 Article 2 of Regulation (EC) 

No 1782/2003 and Article 2 

of Commission Regulation 

(EC) No 795/2004 (OJ L 141, 

30.4.2004, p. 1).

T H E 	 B E N E F I C I A R I E S 	 O F 	T H E 	 P O L I C Y, 	T H E	
CO N D I T I O N S 	 O F 	 ACC E S S 	TO 	 S I N G L E 	 PAYM E N T S	
A N D 	T H E 	 S E T T I N G 	 U P 	 O F 	 K E Y 	 E L E M E N T S 	 O F	
T H E 	 S C H E M E	 	

20. 	 The audit  identi f ied a  lack of  precis ion in the def init ion of  the 
beneficiar ies  of  the SPS,  of  el igible act ivit ies  and el igible land 
as  wel l  as  s igni f icant  d iscret ion in  the  sett ing up and imple -
mentat ion of  key e lements  of  the scheme by Member  States.

D E F I N I T I O N S 	 O F 	‘ H O L D I N G’, 	‘AG R I C U LT U R A L 	 AC T I V I T Y ’	
A N D 	‘ L A N D 	 AT 	T H E 	 FA R M E R ’S 	 D I S P O S A L’	

21. 	 The benef ic iar ies  of  the SPS are  ‘ farmers’ engaged in  an ‘agr i -
cul tura l  ac t iv i t y ’ and having ‘e l ig ib le  land ’ at  thei r  ‘d isposal ’. 
However,  the  lack  of  prec is ion in  the def in i t ion of  these  e le -
m e n t s  ( f a r m e r,  a g r i c u l t u r a l  a c t i v i t y  e t c . )  a n d  t h e  m a n n e r  i n 
which they  were  subsequent ly  appl ied per mitted persons  or 
e n t i t i e s  h a v i n g  n o  o r  o n l y  m a r g i n a l  a g r i c u l t u r a l  a c t i v i t y  t o 
benef i t  f rom the SPS payments. 

22. 	 Legal  provis ions 18 def ine a  holding as  the total i t y  of  the pro -
duc t ion units  which the farmer  manages  within  the ter r i tor  y 
of  the same Member State.  A produc t ion unit  is  a  plot  of  agr i -
cultural  land ( including forage areas)  or  an animal  which has 
given r ight to direct payments in the reference period.  Agricul-
tural  ac t iv i ty  is  the produc t ion,  rear ing or  growing of  agr icul -
tural  products including har vesting,  milk ing,  breeding animals 
and keeping animals  for  farming purposes or  maintaining the 
land in  GAEC.

23. 	 The legal  f ramework therefore does not  require   benef ic iar ies : 

(a )  to own land or  any other  means of  agr icultural   produc tion,

(b)  to  be a  producer  of  agr icultural  goods;  and 

(c)  t o  e a r n  o n e’s  i n c o m e  f r o m  t h e  s e l l i n g  o f  t h e  p r o d u c t  o f 
one’s  agr icultural  ac t iv i t y  on a  market . 

OBSERVATIONS
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24. 	 With respect  to the avai labi l i ty  of  land,  the init ia l  legal  f rame-
work for  the SPS required appl icants  to  have had at  their  d is-
posa l ,  for  a  per iod of  at  least  10  months 19,  e l ig ib le  land cor-
responding to  the number  of  payment  ent i t lements  they had 
i n  t h e i r  p o s s e s s i o n .  Th e  p rov i s i o n ,  w h i c h  w a s  co n s i d e re d  to 
be too restr ic t ive,  was replaced in 2008 by the obl igation that 
l a n d  b e  a t  t h e  f a r m e r ’s  d i s p o s a l  o n  a  f i xe d  d a t e 2 0.  H o we ve r, 
t h e  l e g a l  p ro v i s i o n s  d o  n o t  d e f i n e  t h e  t e r m  ‘a t  t h e  f a r m e r ’s 
disposal ’ or  ‘management of  produc tion units’.  As  a  result ,  the 
declared land may be at  the disposal  of  any other  person for 
any per iod of  t ime outs ide of  this  f ixed date  dur ing the same 
ca lendar  year,  without  th is  a f fec t ing the  qual i f icat ion of  the 
c la imant  as  a  ‘ farmer ’.

25. 	 Cer tain Member States  have endeavoured to target  SPS aid to 
specif ic  categories  of  farmers.  As an example,  Luxembourg re -
quires applicants to have the necessar y agricultural  machiner y 
or equipment.  In France,  the authorit ies consider that a farmer 
is  the person who bears  the economic r isks  of  the agr icultural 
a c t i v i t i e s  w h i c h  h e  c o n d u c t s  o n  t h e  l a n d  d e c l a r e d  f o r  S P S . 
This  i s  the person who takes  the economic  decis ions  i .e .  who 
a cq u i re s  i n p u t  f a c to r s  ( s u c h  a s  l a n d,  m a c h i n e r y,  s e e d s,  e tc . ) 
and der ives  his  income from sel l ing the produce of  the farm. 

26. 	 A benefic iar y who carr ies  out the agr icultural  act ivity  required 
through salaried workers is  considered to be a farmer.  However, 
w h e n  t h e  l a n d  i s  l e a s e d  a n d  t h e  t e n a n t  b e a r s  t h e  e c o n o m i c 
r i s k  o f  t h e  a g r i c u l t u r a l  a c t i v i t y,  h e  d o e s  n o t  re c e i ve  t h e  S P S 
a i d  i f  t h e  p rov i s i o n s  o f  t h e  l e a s e  a gre e m e n t  s p e c i f y  t h a t  t h e 
l a n d ow n e r  re m a i n s  t h e  e c o n o m i c  b e n e f i c i a r y  o f  t h e  a c t i v i t y 
carr ied out.  The audit  revealed a number of  cases of  this  k ind21. 
In such cases,  SPS aid was paid to landowners on condition that 
the tenants  maintain  the land in  GAEC on their  behal f.

19 Article 44(3) of Regulation 

(EC) No 1782/2003.

20 Article 1(3) of Council 

Regulation (EC) No 146/2008 

(OJ L 46, 21.2.2008, p. 1). Except 

in case of force majeure or 

exceptional circumstances, the 

parcels shall be at the farmer’s 

disposal on the date fixed by the 

Member State which shall be no 

later than the date fixed in that 

Member State for amending the 

application for single payment.

21 The Court had already 

reported on this practice in its 

Annual Report for the financial 

year 2006, paragraph 5.21.

	 B O X 	 2
B E N E F I C I A R I E S 	 O F 	 S P S 	 A I D 	W H O 	 D O 	 N OT 	 B E A R 	T H E 	 E CO N O M I C 	 R I S K 	 O F	
FA R M I N G

The Court’s audit revealed a number of cases where a tenant farmer had been paid under a support 
scheme for less-favoured areas but where the single payment attached to this same parcel was paid 
to another beneficiary (the landowner). Such cases were frequent under the regional (hybrid) model 
because, in the year of introduction of the scheme, payment entitlements were allocated to every 
person who declared eligible land, regardless of whether he was or had been an agricultural producer. 
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PAYM E N T 	TO 	 R E T I R E D 	 FA R M E R S 	 F O R 	 M E E T I N G 	 M I N I M A L	
G A E C 	 O B L I G AT I O N S	

27. 	 P r i o r  t o  t h e  S P S ,  i . e .  u n d e r  t h e  f o r m e r  c o u p l e d  p a y m e n t 
 schemes,  when a  farmer  ret i red,  he was  no longer  ent i t led to 
direc t  a id  as  he had ceased agr icultural  produc t ion.  With the 
introduc t ion of  SPS,  farmers  who had disposed of  their  or igi -
nal  holding could keep their  ent i t lements  and ac t ivate  them 
on rented land on which they had no ac t iv ity  by enter ing into 
complex construc ts  designed to meet the requirements of  the 
re g u l at i o n s.  I n  s u c h  c a s e s ,  t h o s e  w h o  to o k  ove r  t h e  o r i g i n a l 
holding could receive new ent i t lements  f rom the nat ional  re -
ser ve.

28. 	 According to  a  study contrac ted by the Commiss ion 22,  the in-
t ro d u c t i o n  o f  t h e  S P S  d e l aye d  a c t u a l  re t i re m e n t  o f  f a r m e r s , 
b e c a u s e  t h e  s c h e m e  a l l ows  t h e m  to  k e e p  t h e i r  p ay m e nt  e n -
t i t lements  and holdings  (which may only  consist  of  low value 
rented land with minimal  GAEC obl igations) .  However,  the na-
t ional  authorit ies could not provide the Cour t  with rel iable in-
formation about the scale  of  such cases.  The Cour t  found that 
i n  o n e  M e m b e r  S t a te  ( Fr a n ce ) ,  i n  o rd e r  to  avo i d  s u c h  c a s e s , 
t h e  l e g i s l a t i o n  p r o v i d e s  t h a t  a c c e s s  t o  t h e  n a t i o n a l  f a r m e r 
pension scheme is  only  permitted i f  farmers  t ransfer  a l l  their 
payment entit lements and land,  with the possible exception of 
a  subsistence parcel .  I n  general ,  however,  there  is  a  r isk  that 
delayed exit  f rom farming,  encouraged by the introduc tion of 
the  SPS,  negat ively  impac ts  on the restruc tur ing of  the  agr i-
cultural  sec tor. 

22 Swinnen, J., Ciaian, P. and 

Kancs, D., ‘Study on the 

functioning of land markets in 

the EU Member States under the 

influence of measures applied 

under the common agricultural 

policy’, Brussels 2008, pp. 

149–150. Evidence from several 

country studies (e.g. Belgium, 

Finland, Ireland, Sweden, United 

Kingdom) indicates that the 

SPS may constrain farm exit. 

In the United Kingdom many 

farmers’ exit decisions appear to 

have been delayed until 2012 

as they know the SPS will run 

at least until then. The study 

also suggests that this effect of 

the SPS works in combination 

with imperfect tradability of 

entitlements.

B O X 	 3
B E N E F I C I A R I E S 	 O F 	 S P S 	W H O 	 D I S P O S E D 	 O F 	T H E I R 	 O R I G I N A L 	 H O L D I N G S	

In Italy, the Court found former producers of cereals and tobacco holding high-value payment entitle-
ments who had transferred all their land to other farmers and rented at low cost poor pasture land 
in mountain regions considerably distant from their original holdings as well as from their residence. 
In practice, local farmers were allowed to graze their animals on that land free of charge which was 
considered adequate to maintain it in GAEC. In another case, a retired farmer had transferred his 
holding to family members and declared public land for the sole purpose of activating his entitle-
ments without having any right of use of the declared land23. 

23 See paragraph 3.21 of the Annual Report concerning financial year 2009.



22

Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management

N E W 	 B E N E F I C I A R I E S

29. 	 Following the introduction of  the SPS,  the Cour t has identif ied 
a  n u m b e r  o f  n e w  b e n e f i c i a r i e s  w h o s e  a gr i c u l t u r a l  a c t i v i t i e s 
form only an insignif icant par t of  their  overall  economic activi-
t ies or  whose principal  business does not consist  of  exercis ing 
a n  a g r i c u l t u r a l  a c t i v i t y.  C a s e s  i n  p o i n t  i n c l u d e  re c re a t i o n a l 
and spor ts  c lubs,  ra i lway companies,  nature reser ves,  a i rpor ts 
and c i t y  counci ls ,  hunt ing and spor t ing estates,  government 
bodies,  schools  and camping s i tes.

30. 	 A m o n g  t h e s e  n e w  b e n e f i c i a r i e s ,  t h e  a u d i t  i d e n t i f i e d  i nv e s-
tors  who purchased payment entit lements (sometimes of  high 
va l u e )  w h i c h  t h e y  a c t i vate d  o n  l ow-va l u e  l a n d,  t h u s  m a k i n g 
ver y  att rac t ive  guaranteed returns  on their  investments  (see 
paragraphs 66 and 67) .

31. 	 During the Health Check ,  i t  was ack nowledged that  agr icultu -
ral  income suppor t  should not be al located to ‘natural  or  legal 
persons whose agricultural  activit ies form only an insignif icant 
p a r t  o f  t h e i r  o ve r a l l  e c o n o m i c  a c t i v i t i e s  o r  w h o s e  p r i n c i p a l 
bus iness  or  company objec ts  do not  consist  of  exerc is ing an 
agr icu l tura l  ac t iv i t y ’ 24.  However,  the  regulat ion  le f t  i t  to  the 
M ember  States  to  exclude such benef ic iar ies  through appro -
p r i a t e  l e g a l  p ro v i s i o n s .  N o  M e m b e r  S t a t e  h a s  ye t  m a d e  u s e 
of  th is  opt ion and SPS a id  is  s t i l l  paid  to  these benef ic iar ies. 
Nei ther  the  M ember  States  v is i ted  nor  the  Commiss ion have 
precise  information on the number  of  such benef ic iar ies  and 
the amount  of  SPS a id  they received.  Given that  the nat ional 
ce i l i n g s  a re  f i xe d,  t h e  a cce p t a n ce  o f  s u c h  n e w  b e n e f i c i a r i e s 
re d u ce s  t h e  a m o u nt  o f  a i d  ava i l a b l e  fo r  t h e  p r i n c i p a l  t a rg e t 
benef ic iar ies  of  SPS a id.

24 Article 28(2) of Regulation 

(EC) No 73/2009. 
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25 Article 41(2) of Regulation 

(EC) No 73/2009 and Article 

2(I) of Commission Regulation 

(EC) No 1120/2009 of 29 October 

2009 laying down detailed 

rules for the implementation 

of the single payment scheme 

provided for in Title III of Council 

Regulation (EC) No 73/2009 

(OJ L 316, 2.12.2009, p. 1).

26 Eurostat pocketbooks — 

Agricultural statistics — Main 

results 2007–2008 (2009 edition). 

M E M B E R 	 S TAT E S 	 S E T 	 U P 	 I N 	V E RY 	 D I F F E R E N T	
WAYS 	 K E Y 	 E L E M E N T S 	 O F 	T H E 	 S P S 	 S C H E M E	 	

32. 	 The detai led implementat ion of  a  number  of  key e lements  of 
t h e  S P S  i s  l e f t  to  t h e  M e m b e r  S t a te s .  Ca s e s  i n  p o i n t  i n c l u d e 
t h e  a c c e s s  o f  n e w  e n t r a n t s ,  t h e  d e f i n i t i o n  o f  t h e  m i n i m u m 
agr icultural  ac t iv i t ies  that  have to  be carr ied out  on the land 
declared or  the condit ions  for  benef i t ing f rom the consol ida-
t ion of  payment  ent i t lements.

ACC E S S 	 O F 	 N E W 	 E N T R A N T S 	TO 	T H E 	 S P S 	 I S 	 L A R G E LY	
D E P E N D E N T 	 O N 	 M E M B E R 	 S TAT E S’	 I M P L E M E N TAT I O N	
P O L I C I E S	

33. 	 Persons  who wish  to  take  up far ming ac t iv i t ies  have  in  pr in-
ciple  no r ight  to aid under the SPS,  unless  they acquire an el i -
gible agricultural  holding together with the attached payment 
entit lements,  or  buy such entit lements on the market.  Member 
S t a t e s  a re  a l s o  a u t h o r i s e d  t o  u s e  t h e i r  n a t i o n a l  re s e r ve s  t o 
gra nt  p ay m e nt  e nt i t l e m e nt s  to  n e w  f a r m e r s  w h o  co m m e n ce 
t h e i r  a g r i c u l t u r a l  a c t i v i t y.  Th i s  i s  u n d e r  c o n d i t i o n  t h a t  t h e y 
had no agricultural  activit ies in their  own name or at their  own 
r isk  in  the f ive  years  preceding the star t  of  their  agr icultura l 
ac t iv i t y 25. 

34. 	 Th e  a u d i t  fo u n d  t h a t  s o m e  M e m b e r  S t a t e s  u s e d  t h e  re s e r ve 
as  a  pol ic y  instrument  to  promote entr y  into the agr icultural 
sec tor  by  providing new farmers  with payment  ent i t lements.  

35. 	 I n  o t h e r  M e m b e r  S t a t e s ,  h o w e v e r,  i n  s p i t e  o f  a  d e m a n d  fo r 
p a y m e n t  e n t i t l e m e n t s  b y  n e w  f a r m e r s ,  t h e r e  i s  n o  s p e c i f i c 
p o l i c y  a n d  t h e re  a re  n o  a p p ro p r i a t i o n s  a v a i l a b l e  i n  t h e  n a -
t ional  reser ve.  Hence,  new entrants  have to  acquire  payment 
e n t i t l e m e n t s  w h i c h  m ay  e n t a i l  s u b s t a n t i a l  i nve s t m e n t s  a n d 
place  s igni f icant  bar r iers  to  entr y.  With  the  passage of  t ime, 
more and more new farmers  may exper ience di f f icult y  in  ob -
ta in ing payment  ent i t lements.  M eanwhi le,  57 ,5   % of  far mers 
i n  t h e  Eu ro p e a n  U n i o n  a re  ove r  5 5  ye a r s  a n d  o n e  i n  t h re e  i s 
over  65 years  old 26.  I t  i s  therefore  in  the interest  of  a  dynamic 
and innovat ive  farming sec tor  to  fac i l i tate  the establ ishment 
of  new ac t ive  farmers.



24

Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management

27 Article 2(h) of Regulation 

(EC) No 73/2009.

28 The Court has already 

observed that the sanction 

system for cross-compliance 

is weak both in its conception 

and its application: Special 

Report No 8/2008: ‘Is cross-

compliance an effective policy?’ 

(http://eca.europa.eu/portal/

page/portal/publications/

auditreportsandopinions/

specialreports).

E L I G I B L E 	 L A N D 	 A N D 	 M I N I M U M 	 AG R I C U LT U R A L	
AC T I V I T I E S 	 R E Q U I R E D 	 H AV E 	 N OT 	 A LWAYS 	 B E E N 	 C L E A R LY	
D E F I N E D

36. 	 There  are  three  t ypes  of  e l ig ib le  land — arable  land,  per ma -
nent  pastures  and per manent  crops 27.  However,  the  deta i led 
s p e c i f i c a t i o n s  a s  t o  w h a t  c o n s t i t u t e s  a n  e l i g i b l e  p a r c e l  a r e 
lef t  to  M ember  States.  I n  some M ember  States  marginal  land 
a n d  wo o d e d  a re a s  t r a d i t i o n a l l y  u s e d  fo r  o c c a s i o n a l  g r a z i n g 
are  accepted as  being e l igible  whi le,  in  other  Member  States, 
s u c h  l a n d  i s  e xc l u d e d  f ro m  S P S  a i d .  S u c h  m a rgi n a l  l a n d  c a n 
quick ly  become overgrown with shrubs and forest ,  mak ing i t 
unsuitable  for  agr icultural  purposes. 

37. 	 A s  re g a rd s  t h e  d e f i n i t i o n  o f  t h e  c o n c re t e  a c t i v i t i e s  f a r m e r s 
h ave  to  c a r r y  o u t  to  m a i n t a i n  t h e i r  l a n d  i n  G A E C ,  t h e  E U  l e -
gis lat ion sets  out  only  general  objec t ives  with respec t  to  soi l 
eros ion,  so i l  organic  matter,  so i l  s t ruc ture  and the minimum 
l e ve l  o f  m a i nte n a n ce  re q u i re d.  Th i s  l at te r  a s p e c t  i s  o f  p a r t i -
cu lar  impor tance  for  land that  i s  no  longer  used for  produc-
t i o n  p u r p o s e s .  T h e  d e f i n i t i o n  o f  t h e  m i n i m u m  s t a n d a r d s  t o 
be obser ved is  lef t  to  the discret ion of  Member  States,  which 
a d a p t  t h e m  to  t h e  s p e c i f i c  c h a ra c te r i s t i c s  o f  t h e  re gi o n s.  As 
a  consequence farmers  may receive annual  payments  without 
having to  carr y  out  any speci f ic  maintenance ac t iv i t y  or  only 
minimal  infrequent ac t ivity,  such as  combating encroachment 
of  unwanted vegetat ion or  cutt ing grass  once ever y  three or 
f ive  years.  Where farmers  fa i l  to  do even the minimum st ipu-
lated,  they r isk  a  moderate  reduc t ion of  SPS payments  under 
the cross- compl iance rules 28. 
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B O X 	 4
B R O A D 	 D E F I N I T I O N 	 O F 	 E L I G I B L E 	 L A N D 	 A N D 	 M I N I M U M 	 AG R I C U LT U R A L	
AC T I V I T I E S

The provisions concerning GAEC have a considerable impact in the United Kingdom (Scotland), 
where the major part of agricultural land is rough grazing land, nearly half of which is declared 
under the SPS29. Most of this land is situated in less-favoured areas. The applicable national rules 
for less-favoured areas require that the land be actively farmed. In contrast, under the SPS the same 
land is eligible on the sole condi-
tion that claimants commit them-
selves not to carr y out specif ic 
activities that would change the 
natural state of the land e.g. drain-
age works or ploughing. The Court 
identified individual beneficiaries 
in receipt of between several hun-
dred thousand and up to more 
than 1 million euro per year in SPS 
aid without having any agricultural 
activity on such land, including a 
nature reserve which for decades 
has not been used for farming. It is 
estimated that SPS aid is currently 
paid in relation to approximately 
150 000 hectares of such parcels.

 

In  Spain,  par t ia l ly  wooded and 
rocky mountain grazing land was 
considered eligible even though 
farmers were not required to carry 
out any particular maintenance. 
Stocking density requirements to 
ensure the maintenance of perma-
nent pastures at an appropriate 
level were only optional.

 
 

29 In 2008, some 2,375 million ha of the 4,557 million ha of agricultural land declared under the SPS were rough grazing land. This 

land  — of which, according to statistical information, there are some 4,027 million ha — can be found on mountains, hills, moors and 

heaths. Rough grazing land is for the most part covered with heather and bracken and relatively unproductive. Traditional farmers use 

it usually only for extensive grazing of sheep. 

Source: European Court of Auditors.

Source: European Court of Auditors.
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B O X 	 4

In Italy, permanent pasture has to be mowed or grazed by animals. This obligation applies also to 
wooded or mountain areas used for grazing. The national authorities introduced a system of reduction 
coefficients to identify ineligible areas devoid of grass vegetation. As the Court has already pointed 
out in its Annual Report for the financial year 2007, the reduction coefficients underestimated such 
areas.

The Court also found that, in Italy, beneficiaries are still paid on the basis of incorrect land use in-
formation, although the parcels declared have reverted to their natural state and can no longer be 
used for grazing farm animals.

In France, the national rules oblige 
farmers to maintain land in GAEC 
through the grazing of animals or 
annual mowing of the land, but 
specific standards can be adopted 
at local level. This has resulted in a 
situation where, in certain regions, 
full payment of the SPS aid can be 
obtained for parcels that contain 
up to 30 % of ineligible areas, such 
as rocks, bushes and trees.

Source: European Court of Auditors.

Source: European Court of Auditors.
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T E M P O R A RY 	 U S E 	 O F 	 L A N D 	 F O R 	 N O N - AG R I C U LT U R A L	
AC T I V I T I E S	

38. 	 W h e n  t h e  S P S  w a s  i n t ro d u ce d,  t h e  l e gi s l a t i o n  d i d  n o t  a l l ow 
t h e  p ay m e nt  o f  a i d  w h e n  p a rce l s  we re  u s e d  fo r  n o n - a gr i c u l-
tural  ac t iv i t ies.  As  a  result  of  the Health  Check 30,  such land is 
now considered as  e l igible  as  long as  the agr icultural  ac t iv i t y 
can be exercised without being s ignif icantly  hampered by the 
intensit y,  nature,  durat ion and t iming of  the non-agr icultural 
a c t i v i t y 3 1.  H owe ve r,  t h e  p re c i s e  d e f i n i t i o n  o f  s u c h  s i t u at i o n s 
i s  l e f t  t o  t h e  M e m b e r  S t a t e s .  T h e  C o u r t  f o u n d  c a s e s  w h e r e 
the nat ional  author i t ies  had a l located payment  ent i t lements 
w h i c h  we re  a c t i v a t e d  fo r  p a rc e l s  o f  l a n d  u s e d  p r i m a r i l y  fo r 
recreat ional  ac t iv i t ies.

A D V E R S E 	 E F F E C T S 	 O F 	T H E 	 CO N S O L I D AT I O N 	 O F 	 PAYM E N T	
E N T I T L E M E N T S	

39. 	 T h e  p a y m e n t  o f  S P S  a i d  i s  a s s o c i a t e d  w i t h  t h e  o b j e c t i v e  o f 
avo i d i n g  t h e  a b a n d o n m e nt  o f  a gr i c u l t u ra l  l a n d 3 2.  U n d e r  t h e 
histor ical  model,  to  obtain the ful l  theoret ical  amount of  pay-
m e n t s ,  f a r m e r s  m u s t  c o n t i n u e  t o  f a r m  t h e  s a m e  n u m b e r  o f 
hectares which they farmed during the reference per iod 33.  The 
legis lat ion 34 provides  for  except ions  for  farmers  who were af -
fe c te d  by  re s t r u c t u r i n g  a n d  d e ve l o p m e n t  p ro gr a m m e s.  Fa r -
m e r s  a f fe c t e d  b y  s u c h  m e a s u re s  c o u l d  h a ve  t h e i r  h i s t o r i c a l 
payment  ent i t lements  exchanged for  a  smal ler  number  of  en-
t i t l e m e nt s  w i t h  a  h i g h e r  u n i t  va l u e.  Th i s  p ro ce d u re  i s  c a l l e d 
‘consol idat ion’.  Far mers  need less  land to  ac t ivate  thei r  pay-
ment entit lements while they maintain their  histor ical  level  of 
a id.  Cases  in  point  inc lude agr icultural  land that  was  af fores-
ted under  a  publ ic  programme or  farmers  who had lost  some 
of  their  parcels  due to  the reorganisat ion of  agr icultural  land 
in  the f ramework of  re -parcel l ing.

30 Article 34(2)(a) of Regulation 

(EC) No 73/2009.

31 Article 9 of Regulation 

(EC) No 1120/2009.

32 See recitals 2 and 3 of 

the preamble to Regulation 

(EC) No 1782/2003.

33 These were as a general rule 

the average number of hectares 

on which they had cultivated 

subsidised crops or the forage 

areas that had been available 

throughout the year for the 

animals that had been subject to 

premium payments.

34 Article 42(5) of Regulation 

(EC) No 1782/2003. This measure 

is continued for the direct aids 

that are still (partly) coupled 

to production and that will be 

integrated into the SPS by 2012.
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B O X 	 5

40.   The Cour t  found that  consol idat ion of  payment  ent i t lements 
o cc u r re d  i n  c i rc u m s t a n ce s  o t h e r  t h a n  t h o s e  fo re s e e n  by  t h e 
legis lat ion.

41. 	 As far mers  who benef i ted f rom such consol idat ion need less 
l a n d  to  re ce i ve  t h e  s a m e  a m o u n t  o f  a i d ,  t h e  re m a i n i n g  l a n d 
can be taken up by any other  farmer who can ac t ivate his  own 
payment  ent i t lements  on i t  or  by  a  new far mer  who receives 
payment  ent i t lements  f rom the nat ional  reser ve.  As  a  result , 
m o re  a i d  i s  p a i d  i n  re l a t i o n  t o  t h e  s a m e  a re a .  A l t e r n a t i ve l y, 
there is  a  r isk that the excess land is  abandoned and no longer 
maintained in  GAEC.

CO N S O L I D AT I O N 	 I N 	 C I R C U M S TA N C E S 	 N OT 	 P R O V I D E D 	 F O R 	 BY 	T H E	
R E G U L AT I O N S

In France, the Court found that the authorities did not take into account the totality of agricultural 
land which certain milk producers had in their possession when the dairy premium was decoupled 
in 2006 and apportioned the amount of this premium to a much smaller surface of land. In one case 
the farmer who had previously used 70 ha had his entitlements apportioned to only 2 ha. By the 
same token, common pasture land which beneficiaries of extensification payments had used in the 
reference period as forage areas was also not taken into account. This effectively allowed beneficiar-
ies to consolidate their payment entitlements on smaller land areas in circumstances not provided 
for by the regulations.
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A 	 H I G H 	 P R O P O R T I O N 	 O F 	 S P S 	 A I D 	 G O E S	
TO 	 L A R G E R 	 FA R M S 	 A N D 	T H E 	 S C H E M E ’S	
CO N T R I B U T I O N 	TO 	 E N V I R O N M E N TA L LY	
F R I E N D LY 	 AG R I C U LT U R E 	 I S 	 L I M I T E D	 	

S P S 	 A I D 	 R E P R E S E N T S 	 A N 	 I M P O R TA N T 	 S H A R E 	 O F	
FA R M E R S’	 I N CO M E 	 B U T 	 N O 	 D I S T I N C T I O N 	 I S 	 M A D E	
B E T W E E N 	 LO W 	 A N D 	 H I G H - I N CO M E 	 FA R M E R S	

42. 	 I n  2008,  there were 4 ,49 mi l l ion benef ic iar ies  of  SPS aid whi le 
t o t a l  p a y m e n t s  u n d e r  t h e  s c h e m e  a m o u n t e d  t o  2 8 , 7  b i l l i o n 
euro for  appl icat ion year  2008 35.  However  the level  of  income 
s u p p o r t  v a r i e s  s i g n i f i c a n t l y  b e t w e e n  M e m b e r  S t a t e s  a n d 
b e t we e n  f a r m e r s .  T h e  d i s t r i b u t i o n  o f  S P S  b e t we e n  M e m b e r 
States  largely  depends on their  s ize and on the impor tance of 
their  agr icultural  sec tors  as  ref lec ted in  the nat ional  cei l ings. 
The distr ibution between individual  benef ic iar ies  depends on 
the implementat ion model  chosen by  the  M ember  State,  the 
sur face  of  the  agr icul tura l  land far med dur ing the  reference 
per iod,  the level  of  subsidy in  the sec tor  in  which the farmers 
were engaged in the reference per iod and the number of  hec -
tares  they current ly  farm.

35 For details on payments made 

under the SPS see Annex II.

G R A P H 	 1

Source: European Court of Auditors on the basis of payment data from the European Commission.
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43. 	 Direc t  payments,  compr is ing SPS and coupled a id,  represent 
an impor tant  share of  farm income 36,  which indicates the high 
dependenc y of  the farm sec tor  as  a  whole  on EU suppor t .  The 
Co u r t  n o t e s ,  h o we ve r,  t h a t  a c ro s s  t h e  E U  7 4 , 4   %  o f  f a r m e r s 
w o r k  p a r t - t i m e  i . e .  t h e y  d o  n o t  e a r n  t h e i r  f u l l  i n c o m e  f r o m 
agr iculture 37.

44. 	 Wh i l e  t h e  S P S  a p p e a r s  to  m e e t  i t s  o b j e c t i ve  o f  co nt r i b u t i n g 
s igni f icant ly  to  farmers’ income,  the distr ibut ion of  subsidies 
to individual  farmers remains essential ly  based on the sur face 
of  land farmed and thus a high propor tion of  SPS aid st i l l  goes 
t o  l a r g e  f a r m s ,  a s  w a s  t h e  c a s e  u n d e r  t h e  p r e v i o u s  s y s t e m . 
There  i s  a  contradic t ion in  the  des ign of  the  SPS which is  on 
the one hand intended as  a  suppor t  to  indiv idual  income and 
the fact  that its  distr ibution takes l i tt le account of  the specif ic 
c i rcumstances  of  the rec ipient . 

A N A LYS I S 	 O F 	 D I S T R I B U T I O N : 	T H E 	 S P S 	 P R I M A R I LY	
B E N E F I T S 	 F E W 	 B U T 	 L A R G E 	 B E N E F I C I A R I E S	

45. 	 Th e  2 0 0 3  C A P  re fo r m  re t a i n e d  t h e  co n ce p t  o f  co m p e n s at i o n 
payments,  meaning that the new SPS should result in maintain -
ing approximately  the amount  of  subsidies  a  farmer  former ly 
received under  the previous  direc t  a id  scheme.  I n  a l l  models, 
large farms have a  higher  level  of  income suppor t 38. 

36 According to Eurostat, 

between 2005 and 2008 in 

the EU-15 the share of direct 

payments represented 30 % 

of the factor incomes and 

between 52 and 56 % of the 

entrepreneurial income. The 

agricultural factor income is the 

net value added at factor cost 

and is calculated by subtracting 

from the value of agricultural 

output at basic prices 

[= producer price + product 

related subsidies – product 

related taxes] the value of 

intermediate consumption, 

the consumption of fixed 

capital and production taxes, 

and adding the value of other 

subsidies on production. The 

agricultural entrepreneurial 

income represents the share of 

the income generated by the 

farming activities which is used 

to reward its own production 

factors (work and/or enterprise, 

own capital and owned land).

37 According to Eurostat, in 2007, 

the share of part-time farmers 

varied from 33 % in Belgium to 

90 % in Malta.

38 Thus, in the historical model farms with a historically high level of direct payments still receive a high level of income support, provided they 

farm a similar number of hectares. In the hybrid and the regional models entitlements were allocated in the first year on a strict per hectare basis. 

Even though this has led to certain redistribution effects between farmers in various sectors (for example there could be income support losses for 

intensive dairy farms and income support gains for farms with extensive cattle and sheep production), the close association of entitlements with 

agricultural land resulted again in significant payments being made to the larger farms.
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B O X 	 6
D I F F E R E N C E S 	 I N 	 U N I T 	VA LU E S 	 O F 	 E N T I T L E M E N T S 	 U N D E R 	T H E 	 H I S TO R I C	
M O D E L

Depending on the intensity of production, in the olive oil sector, aid to production varied between 
several hundred and several thousand euro per hectare. In the tobacco sector, aid amounted to sev-
eral thousand euro per hectare. In the cotton sector, coupled aid included in the reference amount 
was between 966 euro per hectare in Greece and 1 202 euro per hectare in Portugal. Payment entitle -
ments for animal premiums can have unit values per hectare of up to 5 000 euro in cases of intensive 
production. On the other hand the unit value of payment entitlements in areas with extensive farming 
of sheep and goats can have negligible value. 

46. 	 At  far mer  level ,  the  h is tor ic  and,  to  a  cer ta in  ex tent ,  the  hy -
brid models conser ve the signif icant sector-specif ic  individual 
d i f ferences  of  past  suppor t  levels .  The Commiss ion’s  analys is 
of  the distr ibut ion of  payment  ent i t lements  in  terms of  value 
per  hec tare  shows that  th is  has  resul ted in  s igni f icant  d i f fe -
rences between Member States having opted for  the histor ical 
m o d e l  a n d  t h o s e  w h i c h  i n t ro d u ce d  a  hy b r i d  m o d e l 3 9.  Th i s  i s 
par t icular ly  evident  in  Member States  with sec tors  that  bene -
f i te d  f ro m  h i g h  s u p p o r t  l e ve l s  p e r  h e c t a re  s u c h  a s  o l i ve  o i l , 
cotton or  raw tobacco,  even though the s ize  of  the indiv idual 
holdings  could be re lat ively  smal l .  I n  Member  States  with in-
tens ive  animal  produc t ion ,  such as  the  Nether lands,  SPS  a id 
p e r  h e c t a re  c a n  a l s o  b e  h i g h  w h e re  f a r m s  h ave  l i t t l e  l a n d  i n 
re l at i o n  to  t h e i r  a n i m a l  p ro d u c t i o n  a c t i v i t i e s  w h i l e ,  i n  a re a s 
with extensive farming,  payments per hectare can be ver y low. 
Only in Denmark ,  Germany and the United K ingdom (England) 
is  this  s ituation going to gradually disappear by 2013,  because 
t h e s e  M e m b e r  S t a t e s  h a ve  d e c i d e d  t o  re d u c e  t h e  h i s t o r i c a l 
component  in  favour  of  a  uni form value of  each payment  en-
t i t lement.

39 The Commission analysed 

the distribution of payment 

entitlements in context of 

the 2008 Health Check of 

the CAP. See Annex I, Figure 

3 of ‘Health Check — Impact 

Assessment Note No 1’ dated 

20.5.2008, document D (2008) 

AH/15325CAP. 
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47. 	 The analysis  of  the distr ibution of  SPS aid among beneficiar ies 
highl ights  the concentrat ion of  suppor t  on a  smal l  number of 
farmers.  In  2009 ( for  the appl icat ion year  2008) ,  84 % of  bene -
f ic iar ies  received less  than 10 000 euro,  represent ing 25 % of 
the total  value of  payments.  Conversely,  0 ,41 % of  benef ic iar-
i e s  re ce i ve d  ove r  1 0 0   0 0 0  e u ro,  re p re s e nt i n g  1 2 , 7 8   %  o f  t h e 
t o t a l  v a l u e  o f  p a y m e n t s 4 0.  T h i s  i s  i l l u s t r a t e d  b y  Ta b l e  2  a n d 
G ra p h  2 . 

48. 	 In  the framework of  the Health Check of  the CAP,  the Commis -
s ion considered capping direc t  payments  to  indiv idual  bene -
f ic iar ies .  The Counci l  f ina l ly  decided 41 to  marginal ly  increase 
the compulsor y modulation for  ver y large beneficiar ies and to 
subjec t  payments  in  excess  of  300   000 euro  to  an  addit ional 
modulat ion of  4   %.  This  addit ional  adjustment  which af fec ts 
a  ver y  l imited number  of  benef ic iar ies  (approximately  2   500) 
d o e s  n o t  s i gn i f i c a nt l y  i m p a c t  t h e  ove ra l l  d i s t r i b u t i o n  o f  t h e 
a id.

40 For more details see Annex III.

41 Article 7(2) of Regulation 

(EC) No 73/2009.

TA B L E 	 2
D I S T R I B U T I O N 	 O F 	 S P S 	 PAYM E N T S 	 ( A P P L I C AT I O N 	Y E A R 	2008 )

Annual payment of SPS 
support (euro) Number of beneficiaries % out of total beneficiaries % of amount received out of 

total payments

< 500                    1 395 721 31,08 % 1,18 %

≥ 500 and <5 000         1 912 824 42,60 % 12,48 %

≥ 5 000 and <10 000     458 464 10,21 % 11,43 %

≥10 000 and < 50 000    642 954 14,32 % 47,67 %

≥ 50 000 and < 100 000   62 210 1,39 % 14,46 %

≥ 100 000 and < 300 000  15 927 0,35 % 8,30 %

≥ 300 000 and < 500 000  1 500 0,03 % 1,99 %

≥ 500 000 and < 1 000 000 783 0,02 % 1,81 %

≥ 1 000 000              144 0,00 % 0,68 %

Grand total 4 490 527
Source: European Court of Auditors based on European Commission payment data (CATS).
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T H E 	 S P S 	 S U P P O R T 	 R E F L E C T S 	 N E I T H E R 	T H E 	 CO S T S 	 O F	
M A I N T E N A N C E 	 O F 	 L A N D 	 N O R 	T H E 	 P O S I T I V E 	 P U B L I C	
E X T E R N A L I T I E S

49. 	 T h e  2 0 0 3  r e f o r m  m a d e  f u l l  p a y m e n t  o f  S P S  a i d  t o  f a r m e r s 
condit ional  upon complying with environmental  and sustain -
able  farming obl igat ions  (so - cal led cross- compl iance obl iga-
t ions)  introduced by that  reform.  Cross- compl iance has,  thus, 
become an impor tant  argument in  just i fy ing payments  to far -
mers.  These  standards,  most  of  which a l ready ex isted before 
the 2003 reform, are considered to ‘entai l  … an increase in the 
costs  of  produc t ion for  agr icu l tura l  hold ings  in  the  Commu -
nit y ’ 42.

50. 	 Maintenance of  land in GAEC is  of  public  interest ,  because the 
p r o d u c t i o n  p o t e n t i a l  o f  t h e  l a n d  i s  c o n s e r v e d  a n d  b e c a u s e 
o f  o t h e r  p o s i t i ve  e f fe c t s  t h a t  c a n  re s u l t  f ro m  re g u l a r  m a i n -
te n a n ce,  fo r  e x a m p l e  p ro te c t i o n  o f  w a te r  a g a i n s t  p o l l u t i o n , 
prevent ion of  f i re  or  preser vat ion  of  landscape features  and 
habitats .

42 Recital 24 of Regulation 

(EC) No 1782/2003.

G R A P H 	 2
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51. 	 There is  no direc t  l ink between SPS aid and the costs  incurred 
by  farmers  for  complying with  compulsor y  standards  for  far-
m i n g  p ra c t i ce s  u n d e r  c ro s s - co m p l i a n ce  n o r  h ave  s u c h  co s t s 
b e e n  q u a n t i f i e d.  I t  i s  t h e re fo re  p o s s i b l e  t h a t  f a r m s  i n  h i g h - 
y i e l d  a r e a s  r e c e i v e  a  h i g h  l e v e l  o f  a i d  w i t h o u t  p a r t i c u l a r l y 
exac t ing GAEC obl igat ions whi le,  on the other  hand,  a  farm in 
a low-yield area with heavy GAEC obl igations wil l  receive only 
a  low level  of  a id.

52. 	 Fai lure to comply with cross- compliance obligations,  as  a rule, 
only  results  in  a  reduc tion of  the ful l  amount of  SPS and other 
aid paid to the non-compliant farmer.  The Cour t has noted that 
in  prac t ice  such reduc t ion is  negl igible  for  the most  par t  and 
seldom appl ied ( i f  only  because i t  of ten goes  undetec ted,  as 
the number of  farmers  annual ly  checked for  cross- compliance 
is  ver y  low) 43 .

53. 	 I t  i s  a l s o  n o t  p o s s i b l e ,  a t  p r e s e n t ,  t o  e s t a b l i s h  a  d i r e c t  l i n k 
between SPS aid and the posit ive public externalit ies result ing 
f ro m  a gr i c u l t u ra l  a c t i v i t i e s ,  i . e .  t h e  s e r v i ce s  b e n e f i c i a r i e s  o f 
S P S  a i d  re n d e r  to  t h e  p u b l i c  a t  l a rg e  i n  re s p e c t i n g  e nv i ro n -
m e n t a l  r e q u i r e m e n t s  i n  t h e  o p e r a t i o n  o f  t h e i r  f a r m  a n d  i n 
maintaining agr icultural  land in  GAEC.

S P E C I F I C 	 E F F E C T S 	 A R I S I N G 	 F R O M 	T H E 	 D E S I G N	
O F 	T H E 	 S C H E M E 	 A N D 	 M E M B E R 	 S TAT E S’	
I M P L E M E N TAT I O N 	 P O L I C I E S	 	 	 	

A 	 PATC H W O R K 	 O F 	 M O D E L S , 	VA R I A N T S 	 A N D	
I M P L E M E N TAT I O N 	 P O L I C I E S 	 AC R O S S 	 M E M B E R 	 S TAT E S	

54. 	 A s  m e n t i o n e d  a b o v e ,  n u m e r o u s  i m p l e m e n t i n g  o p t i o n s  a r e 
opened to  Member  States,  each model  involv ing compl icated 
calculat ions  of  indiv idual  ent i t lements  to  a id.

43 Special Report No 8/2008 ‘Is 

cross-compliance an effective 

policy?’ 
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44 Article 69 of Regulation 

(EC) No 1782/2003.

45 See Annex I.

55. 	 Most Member States of  the EU-17 opted for the historic model. 
Only  M alta  and S lovenia  opted for  immediate  t rans i t ion to  a 
regional  f lat-rate model.  In Denmark ,  Germany and one region 
of  the United K ingdom (England) ,  af ter  a  transitor y  per iod for 
farmers to adjust to new conditions,  the dynamic hybrid model 
wi l l  result  in  a  ful l  regional  model  so that  farmers  in  the same 
region wi l l  hold payment  ent i t lements  of  a  uni form value per 
hec tare. 

56. 	 For  speci f ic  sec tors ,  M ember  States  could  opt  for  e i ther  par-
t ia l  or  ful l  decoupl ing.  They could also introduce new specif ic 
a i d s  t h a t  we re  l i n k e d  t o  q u a l i t y  p ro d u c t i o n  i n  s p e c i f i c  f a r m 
sec tors 44.

57. 	 As a  consequence of  the  wide  gamut  of  opt ions,  each of  the 
17 Member States has implemented the scheme in its  own way. 
Current ly,  20  di f ferent  models  and var iants  are  appl ied 45.This 
s i t u a t i o n  h a s  n o t  a l l owe d  fo r  t h e  i n te n d e d  s i m p l i f i c a t i o n  o f 
the income suppor t  system to produce i ts  fu l l  e f fec t ,  par t icu-
lar ly  in  Member States  where par t  of  direc t  payments  remains 
 co u p l e d  to  p ro d u c t i o n .  Th e  n e w  o p t i o n s  o p e n e d  to  M e m b e r 
States within the framework of the Health Check,  whereby they 
could move towards  a  ‘ f latter ’ rate  system,  have not  substan-
t ia l ly  changed the s i tuat ion. 

58. 	 The wide gamut of implementing options has impor tant conse-
quences on the distr ibution of SPS among farmers across Mem -
ber  States.  This  d ist r ibut ion var ies  depending largely  on the 
model  adopted.  This  means that  the SPS is  current ly  a  poor ly 
targeted method to  provide income suppor t .
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O V E R 	T I M E , 	T H E 	 H I S TO R I C 	 M O D E L 	 H A S 	 B E CO M E	
D I V O R C E D 	 F R O M 	 P R O D U C T I O N 	…

SPS a i d  i S  n o t  b a S e d  o n  c u r r e n t  a c t i v i t y 

59. 	 In the histor ic  model,  the level  of  SPS aid depends on whether 
t h e  f a r m e r ’s  a c t i v i t y  b e n e f i t e d  f ro m  d i re c t  a i d  i n  t h e  re fe r -
ence  per iod (as  a  ru le  years  2000,  2001 and 2002) .  S imi lar ly, 
in  the hybr id  model ,  the histor ical  component  of  the value of 
the payment  ent i t lement  st i l l  ref lec ts  the level  of  the sec tor- 
specif ic  aid received by each farmer.  As mentioned ear l ier,  the 
concept of  ‘compensation’ in the context of  reducing inter ven-
t ion pr ices  was  the guiding pr inc iple.  However,  there  i s  only 
a  tenuous l ink  bet ween histor ica l  suppor t  levels  and current 
market  demand,  the agr icultural  potential  of  the land farmed, 
farm struc tures  and environmental  cr i ter ia .

60. 	 Farmers who did not receive payment entit lements,  because in 
the reference per iod their  ac t iv i t y  was  not  e l igible  for  d i rec t 
a i d  to  p ro d u c t i o n ,  d o  n o t  b e n e f i t  f ro m  S P S  a i d ,  e ve n  i f  t h e y 
have in the meantime changed production.  In order to benefit 
f rom such a id,  they  must  purchase  payment  ent i t lements  on 
the market . 

61. 	 T h i s  c a n  l e a d  t o  s i t u a t i o n s  w h e r e b y  t w o  f a r m e r s ,  c u r r e n t l y 
g r o w i n g  t h e  s a m e  c r o p  o n  s u r f a c e s  o f  t h e  s a m e  s i z e  i n  t h e 
same region,  are  t reated ver y  di f ferent ly  depending on what 
t h e y  p ro d u c e d  i n  t h e  re fe re n c e  p e r i o d  a n d  o n  w h e t h e r  a s  a 
consequence they received payment  ent i t lements. 

62. 	 As a  result  of  the Health  Check ,  the Counci l  recognised that , 
with  the passage of  t ime,  i t  was  becoming increas ingly  di f f i-
cult  to  just i fy  s igni f icant  indiv idual  d i f ferences  in  suppor t  le -
vels  which were only based on past  activit ies.  In this  regard,  i t 
was the Commission’s  intention to introduce a ‘ f latter ’ system, 
i .e .  level l ing out  the wide divergences  in  indiv idual  payment 
e nt i t l e m e nt s .  H owe ve r,  n o  M e m b e r  St ate  h a s  ye t  d e c i d e d  to 
a p p l y  a ny  o f  t h e  o p t i o n s  m a d e  av a i l a b l e  t o  t h e m  u n d e r  t h e 
Health  Check reforms and to  revise  the model  chosen.
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46 Speculative is used in 

this section in the sense of 

‘transfer and accumulation of 

payment entitlements without 

a corresponding agricultural 

basis’. Recital 28 of Regulation 

(EC) No 73/2009 and recital 30 

of Regulation (EC) No 1782/2003 

refer.

47Article 46 of Regulation 

(EC) No 1782/2003; Article 43 of 

Regulation (EC) No 73/2009. 

48 Since 2005 , Italy had applied 

‘retentions’ of up to 50 % on the 

value of payment entitlements 

sold without land (as permitted 

by Article 9 of Regulation 

(EC) No 795/2004). In 2007, these 

restrictions were abolished. 

As a consequence, the value 

of payment entitlements 

transferred without land 

increased from 1,3 million euro 

in 2006 to 65,2 million euro in 

2009. 

u n d e r  t h e  h i S t o r i c  m o d e l ,  t r a d i n g  o f  P a y m e n t  e n t i t l e m e n t S 
a l l o w e d  S P e c u l a t i v e 46 t r a n S f e r S  a n d  a c c u m u l a t i o n  o f  P a y m e n t 
e n t i t l e m e n t S  t o  o c c u r 

63. 	 With the introduc tion of  the SPS,  ent it lement to payment was 
separated from the land:  payment entit lements may be traded 
independently  of  the t ransfer  of  the land on which they were 
generated and they can be ac t ivated on whatever  t ype of  e l i -
g i b l e  l a n d,  w h ate ve r  t h e  a gr i c u l t u ra l  a c t i v i t y  c a r r i e d  o u t  o n 
t h i s  l a n d.  Th i s  p ave d  t h e  w ay  fo r  t h e  e m e rg e n ce  o f  m a r k e t s 
for  payment entit lements  which are traded in and outside the 
regions  of  their  establ ishment.

64. 	 A  m a r k e t  f o r  p a y m e n t  e n t i t l e m e n t s  w a s  c o n s i d e r e d  a s  a 
m e a n s  o f  i n c r e a s i n g  t h e  e f f i c i e n c y  o f  t h e  s u p p o r t  s c h e m e . 
The econom ic  reasoning behind this  assumption is  that ,  once 
payment  ent i t lements  have been a l located,  farmers  can only 
i n c re a s e  t h e i r  l e ve l  o f  a i d  b y  a c q u i r i n g  a d d i t i o n a l  p a y m e n t 
ent i t lements  f rom other  holders,  e i ther  with  or  without  land. 
I t  is  ant ic ipated that ,  in  an open and transparent  market ,  pay-
ments  ent i t lements  wi l l  go  to  those  far mers  who are  wi l l ing 
t o  p ay  t h e  m o s t  fo r  t h e m ,  w h i c h  c o n t r i b u t e s  t o  a n  e f f i c i e n t 
a l locat ion of  suppor t . 

65. 	 EU legislation provides for several  options regarding the trans-
fer  of  payment  ent i t lements 47.  Cer ta in  Member  States  restr ic -
ted the trading of payment entit lements without land by l imit -
ing the ac t ivat ion of  such ent i t lements  to  the regions  where 
they had been generated (France,  United K ingdom (England)) 
or  by applying ‘retentions’ to cer tain transfers  of  entit lements 
with or  without land (e.g.  France) .  In this  latter  case,  the  value 
of  each payment  ent i t lement  t ransferred is  reduced by a  cer-
t a i n  p e rce nt a g e.  O t h e r  M e m b e r  S t ate s  d i d  n o t  co n s i d e r  re s-
tr ic t ing transfers  of  entit lements (United K ingdom (Scotland)) 
or  even abol ished the appl icat ion of  retent ions  to  encourage 
t r a d i n g 4 8.  Th e  l a t t e r  c h o i c e  w a s  m o t i v a t e d  by  c o n c e r n s  t h a t 
farmers  wishing to sel l  payment ent i t lements  were hesitat ing 
to  do so,  because the retent ions  would have s igni f icant ly  re -
duced the value of  the future payments and therefore the sale 
pr ice  of  each payment  ent i t lement.
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B O X 	 7

66. 	 The Cour t  found that  the absence of  regulat ion of  such trans-
fers  and the heterogeneous agr icultural  potent ia l  of  land re -
sulted in adverse effects:  the possibi l ity to lease marginal  land 
with low oppor tunity  costs  and for  which benefic iar ies  do not 
have to respect  par t icular ly  exacting GAEC obl igations helped 
pave the way for  speculat ive  acquis i t ions  and the accumula -
t ion of  payment  ent i t lements  without  land by  investors  who 
a c t i vate  t h e s e  e nt i t l e m e nt s  o n  p a rce l s  o f  l a n d  n o t  re q u i r i n g 
any ‘real ’ agr icultural  ac t iv i t y. 

67. 	 T h e  Co u r t ’s  a u d i t  c o n f i r m e d  c a s e s  o f  i nve s t o r s  w h o  h a d  a c-
quired high-value payment  ent i t lements  which had been ge -
nerated in  fer t i le  regions  and in  intensive produc t ion sec tors 
b u t  w h i c h  t h e  i nv e s t o r  a c t i v a t e d  o n  m a r g i n a l  l a n d  o f  l i t t l e 
market value,  distant from their  own holding or  residence and 
re q u i r i n g  n o  o r  m i n i m a l  a gr i c u l t u r a l  a c t i v i t y.  As  u n d e r l i n e d 
above,  th is  has  a l ready resulted in  the creat ion of  a  categor y 
of  beneficiar ies complying with minimal  GAEC obligations but 
receiv ing substant ia l  guaranteed income.

E X A M P L E S 	 O F 	 I N V E S T M E N T 	 C A S E S

In its Annual Report concerning the financial year 2008, the Court reported cases of claimants in the 
United Kingdom (Scotland) who purchased high-value payment entitlements and rented at very low 
rates large tracts of land requiring only minimal or even no maintenance activity. In 2007 and 2008 
40 % of the payment entitlements transferred without land had been activated on rough grazing 
land. Almost all the additional land that has been declared in Scotland for SPS since 2007 (ca. 58 000 
ha) was rough grazing land (ca. 50 000 ha), even though the number of sheep in Scotland has been 
declining for a number of years. 

In Italy, where the GAEC standards require that the land be mowed or grazed, the Court identified 
beneficiaries who had acquired payment entitlements and leased pasture land in marginal areas. 
For example, one beneficiary acquired payment entitlements without land in 2008 at almost their 
face value of ca. 197 000 euro. After modulation, the payment entitlements under current conditions 
would provide the beneficiary, until 2013, total income support of ca. 1 088 000 euro. The benefici-
ary activated almost all of these payment entitlements on 45 ha of leased poor pasture land located 
400 km away from his permanent residence. The annual lease price for the land was 7 650 euro. The 
beneficiary does not carry out any agricultural activity on this land while grazing rights are assigned 
to a local farmer, free of charge, to respect the GAEC obligations of the beneficiary. 
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49 See recital 30 of Regulation 

(EC) No 1782/2003 and recital 28 

of Regulation (EC) No 73/2009.

50 Article 42(9) of Regulation (EC) 

No 1782/2003 and Article 10 of 

Regulation (EC) No 795/2004.

51 Annual Report concerning the 

financial year 2006, paragraphs 

5.33 and 5.34.

68. 	 The EU legis lat ion opened to Member States the possibi l i ty  to 
adopt appropriate rules  to avoid speculat ive transfers  leading 
to the accumulat ion of  payment entit lements by benefic iar ies 
w i t h o u t  a  co r re s p o n d i n g  a gr i c u l t u ra l  b a s i s 4 9.  H owe ve r,  s u c h 
provis ions  are  opt ional .

i n e f f e c t i v e  c o r r e c t i o n  m e c h a n i S m S  t o  d e a l  w i t h  w i n d f a l l  P r o f i t S 

69. 	 Under  the histor ic  and regional  (hybr id)  models,  farmers  who 
had ceased or reduced their  activity after  the reference period 
could  be  subjec ted to  the  ‘ windfa l l  prof i t  c lause’ 50.  Th is  pro -
vided for  their  entit lements based on their  act ivity  dur ing the 
reference  per iod to  be  reduced by  up to  90   %.  The  proceeds 
of  these  reduc t ions  are  credited to  the  nat ional  reser ve.  The 
windfa l l  prof i t  c lause  however  only  appl ied to  t ransfers  that 
occurred up to  15 May 2004. 

70. 	 B e l g i u m ,  Fr a n c e ,  D e n m a r k ,  I t a l y,  L u x e m b o u r g ,  G r e e c e  a n d 
 S w e d e n  c h o s e  t o  a p p l y  t h i s  c l a u s e ,  a l t h o u g h  l i m i t i n g  i t  t o 
farmers in cer tain sectors.  In the other Member States,  farmers 
were a l lowed to  keep a l l  of  their  h istor ica l  ent i t lements. 

71. 	 I n  I ta ly  and France,  the Cour t  found cases  where farmers  had 
t r a n s fe r r e d  t o b a c c o  p r e m i u m  r i g h t s  a f t e r  1 5  M a y  2 0 0 4  a n d 
thus  received the  h igh-value  payment  ent i t lements  der iv ing 
f rom their  former  produc t ion of  tobacco without  the author i -
t ies  being ent i t led to  ‘c law back ’ a  par t  of  the corresponding 
amounts. 

72. 	 A n o t h e r  c a s e  w a s  d i s c l o s e d  i n  t h e  C o u r t ’s  2 0 0 6  A n n u a l 
 Repor t 51:  ‘Payment entit lements from the national  reser ve may 
be a l located to  farmers  who made investments  in  produc t ion 
c a p a c i t y  o r  p u r c h a s e d  l a n d .  I n  t h e  U n i t e d  K i n g d o m  a  1 0   % 
increase  in  income was  cons idered suf f ic ient  ev idence of  an 
investment.  Paradoxical ly  by  increas ing the number  of  catt le 
s laughtered dur ing 2002 ( i .e .  destock ing)  farmers  could meet 
t h i s  i nve s t m e nt  c r i te r i o n .  Co n s e q u e nt l y  t h e re  wa s  a  g e n e ra l 
run on catt le  premiums’.  As  a  result ,  farmers  who s laughtered 
al l  cattle on the holding before the end of the reference period 
were ent i t led to  keep a l l  their  h istor ic  reference amounts  for 
the durat ion of  the SPS. 
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73. 	 I n  2 0 0 9 ,  t h e  Co u n c i l  a d o p t e d  t h e  Co m m i s s i o n’s  p ro p o s a l  t o 
 modify  the windfal l  prof i t  ru les  and open an opt ion for  Mem-
ber  States  to  c law back up to  100 % of  the reference amounts 
o n  w i n d f a l l  p r o f i t s  t h a t  f a r m e r s  m a y  r e a l i s e  i n  t h e  s e c t o r s 
where the remaining coupled suppor t  wi l l  be  integrated into 
the SPS by 2012 52.  However,  such provis ions  are  opt ional  and 
d o  n o t  co r re c t  a ny  o f  t h e  o l d  c a s e s  i n  w h i c h  t h e  c l a u s e  h a d 
not  been appl ied. 

…	 B U T 	T H E 	 R E G I O N A L 	 M O D E L 	 G E N E R AT E S 	 OT H E R	
A D V E R S E 	 E F F E C T S	

a l t h o u g h  r e g i o n a l i S a t i o n  l e a d S  t o  a  m o r e  e q u a l  d i S t r i b u t i o n  o f 
a i d ,  i t  S t i l l  f a v o u r S  l a r g e r  f a r m S

74. 	 The regional  model  i s  associated with uni form unit  values  of 
payment  ent i t lements  across  the region concerned,  i r respec-
t ive  of  the t ype of  agr icultural  ac t iv i t y  carr ied out  before  the 
introduc t ion of  the SPS.  In  the dynamic hybr id vers ion,  where 
t h e  re g i o n a l  m o d e l  i s  g r a d u a l l y  i n t ro d u c e d  a n d  t h a t  i s  c u r -
rent ly  appl ied in  Denmark ,  Germany and the United K ingdom 
( E n g l a n d ) ,  t h e  h i s t o r i c a l  c o m p o n e n t  i s  b e i n g  g r a d u a l l y  r e -
d u ce d  a n d  re d i s t r i b u te d  a c ro s s  a l l  p ay m e n t  e n t i t l e m e n t s  i n 
t h e  re g i o n .  T h e  Co u r t  a l re a d y  h i g h l i g h t e d  i n  i t s  A n n u a l  R e -
p o r t  2 0 0 6  t h a t  ‘ t h e re  w i l l  b e  a  s i g n i f i c a n t  re d i s t r i b u t i o n  e f -
fe c t  o n  E U  d i re c t  a i d  aw ay  f ro m  t h o s e  a c t u a l l y  f a r m i n g  a n d 
towa rd s  l a n d ow n e r s ,  w h o  w i l l  s e e  t h e  va l u e  o f  t h e i r  e nt i t l e -
ments multipl ied by four in Denmark and Germany and tenfold 
in   England’ 53.  This  appl ies,  in  par t icular,  to  new benef ic iar ies 
who did not receive direct payments under the former coupled 
scheme. 

75. 	 Not withstanding th is  speci f ic  redist r ibut ion ef fec t ,  payment 
e nt i t l e m e nt s  u n d e r  t h e  re gi o n a l  o r  hy b r i d  m o d e l  a re  a l l o c a-
ted in  the f i rst  year  on a  str ic t  per  hec tare  bas is  so  that  large 
farms remain the main benef ic iar ies  of  the a id.  Consequently, 
farmers  us ing a  smal ler  sur face of  land,  for  example intensive 
bovine farmers,  see their  income suppor t reduced compared to 
their  h istor ica l  level  of  coupled payments.  Moreover,  accord-
ing to  the  Commiss ion,  sec tors  that  cur rent ly  face  economic 
diff icult ies,  such as milk production,  would suffer  losses in the 
amount of  aid they receive i f  the Member States in which they 
o p e rate  we re  m ov i n g  towa rd s  re gi o n a l i s at i o n ,  b e c a u s e  t h e y 
f a r m  o n  ave ra g e  l e s s  a gr i c u l t u ra l  l a n d  t h a n  f a r m e r s  i n  o t h e r 
sec tors 54.  

52 Article 41(6) of Regulation 

(EC) No 73/2009 as amended 

by Regulation (EC) 

No 1250/2009 (OJ L 338, 

19.12.2009, p. 1).

53 Annual Report concerning 

the financial year 2006, 

paragraph 5.28.

54 ‘CAP Health Check — Impact 

Assessment — Impact of a 

change towards flatter rates 

of direct payments’, European 

Commission, December 2007.
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55 This is due to the fact that the 

regional and the hybrid model 

included nearly all eligible land 

into the SPS, whereas in the 

historical model only the land 

farmed under a coupled aid 

scheme and forage areas were 

included into the number of 

payment entitlements.

56 Swinnen, J., Ciaian, P., 

and Kancs, D., ‘Study on the 

functioning of land markets in 

the EU Member States under 

the influence of measures 

applied under the common 

agricultural policy’, Brussels 

2008, pp. 141–145; Salhofer, K., 

Röder, N., Kilian, S., Henter, S. 

and Zirnbauer, M., ‘Märkte für 

Zahlungsansprüche’, Endbericht 

zum Forschungsauftrag 05HS041 

des Bundesministeriums für 

Ernährung, Landwirtschaft und 

Verbraucherschutz, Bonn, 2009; 

von Witzke, H., Noleppa, S. and 

Kennedy, P. L., ‘Effects of the EU 

common agricultural policy and 

US  farm policy on agricultural 

land markets’, Washington DC, 

2007.

57 Germany, United Kingdom.

r e g i o n a l i S a t i o n  a n d  P o S S i b l e  c a P i t a l i S a t i o n  o f  S u P P o r t  i n  l a n d 
P r i c e S 

76. 	 Under  the  regional  (and hybr id)  models ,  the  number  of  pay-
m e n t  e n t i t l e m e n t s  i s  v e r y  c l o s e  t o  t h e  o v e r a l l  n u m b e r  o f 
hec tares  of  e l ig ib le  agr icul tura l  land 55.  This  s i tuat ion had an 
i m p o r t a nt  e f fe c t  o n  l a n d  p r i ce s ,  b e c a u s e  f a r m e r s  w i t h  m o re 
payment ent i t lements  than land were prompted to lease land 
for  the purpose of  ac t ivat ing the largest  par t  possible of  their 
payment  ent i t lements.  This  pushes up the overal l  demand for 
leased land and results  in  higher  land lease pr ices. 

77. 	 W h i l e  ‘c a p i t a l i s a t i o n’ o f  t h e  a i d  i n  l a n d  p r i c e s  c o u l d  b e  o b -
s e r v e d  u n d e r  t h e  f o r m e r  a r e a - r e l a t e d  a i d  s c h e m e s ,  s e v e r a l 
s t u d i e s  c o n c l u d e d ,  i n d e p e n d e n t l y  f r o m  o n e  a n o t h e r,  t h a t 
t h e  i nt ro d u c t i o n  o f  t h e  S P S  h a s  n o t  re d u ce d  a n d  s o m e t i m e s 
 aggravated this  ef fec t ,  par t icular ly  in  Member States  that  op -
ted for  the regional  model  and where there  is  a  h igh depend-
ence on leased agr icul tura l  land.  This  reduces  the  ef f ic ienc y 
of  the  suppor t  payments,  because  far mers  have  to  pay  more 
fo r  a g r i c u l t u r a l  l a n d  t h a n  b e fo r e  t h e  r e fo r m .  T h e  i m p a c t  o f 
S P S  o n  l a n d  re nt s  i s  co n s i d e re d  to  b e  s t ro n g e r  t h a n  o n  l a n d 
sale  pr ices  and the ‘capital isat ion’ depends on the percentage 
of  leased farmland avai lable.  The Cour t  sees  in  th is  s i tuat ion 
a  r i sk  that  the  ex tens ion of  regional isat ion to  other  M ember 
S t a t e s ,  a s  e nv i s a g e d  i n  t h e  f r a m e wo r k  o f  t h e  H e a l t h  C h e c k , 
could s igni f icant ly  af fec t  the prof i tabi l i t y  of  farms 56. 

a d j u S t m e n t  t o  r e g i o n a l  d i v i S i o n  a n d  r e v i S i o n  o f  u n i t  v a l u e S  o f 
e n t i t l e m e n t S  a r e  o P t i o n a l 

78. 	 When the SPS was introduced,  Member States which preferred 
a regional  form of implementation had to define the perimeter 
of  the regions on the basis  of  objec t ive cr i ter ia .  They just i f ied 
t h e i r  d e c i s i o n s  o n  t h i s  m at te r  o n  t h e  b a s i s  o f  t h e i r  a d m i n i s -
t r a t i ve  s t r u c t u re 5 7,  t h e  a g r i c u l t u r a l  p o t e n t i a l  o f  t h e  re g i o n s 
def ined 58 or  speci f ic  farming patterns 59.   

58 In Sweden and Finland the design of regions was based on reference yields. In the United Kingdom (England) the decision for a regional form 

of implementation was primarily motivated by national strategies for sustainable farming. Support levels in England were however differentiated 

between severely disadvantaged areas (e.g. moorland) and normal land which indirectly takes account of the agricultural potential of the land. 

59 United Kingdom (Northern Ireland). In Denmark, a regional implementation was chosen that initially entailed the lowest redistribution among 

aid recipients.
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79. 	 As a  resul t  of  the  Heal th  Check ,  the  Counci l  adopted a  Com-
miss ion proposal  which a l lowed Member  States  apply ing the 
h i s t o r i c  m o d e l  t o  b r i n g  t h e  u n i t  v a l u e s  o f  p a y m e n t  e n t i t l e -
m e n t s  c l o s e r  t o  o n e  a n o t h e r  o r  t o  c h a n g e  o ve r  t o  a  ( f u l l  o r 
hy b r i d )  re gi o n a l  m o d e l .  M e m b e r  St ate s  t h at  h a d  o p te d  fo r  a 
regional model may review their  decisions,  revise the design of 
the regions and br ing the value of  the entit lements  across  re -
gions c loser  to  one another.  These decis ions have to be taken 
‘on the  bas is  of  the  objec t ives  la id  down in  Ar t ic le  33  of  the 
Treaty ’ (now Ar ticle 39)  and on the basis  of  objective and non-
discr iminator y  cr i ter ia  such as  the agr icultura l  potent ia l  and 
e nv i ro n m e nt a l  co n s i d e rat i o n s.  Th e s e  m e a s u re s  a re  i nte n d e d 
to give Member States  an increased f lexibi l i ty  to target  direc t 
s u p p o r t .  To  d ate,  n o  M e m b e r  St ate  h a s  d e c i d e d  to  re v i s e  i t s 
model .

T H E 	 I N T R O D U C T I O N 	 O F 	T H E 	 S P S 	 R E Q U I R E D	
CO M P L I C AT E D 	 C A LC U L AT I O N S 	 A N D 	 R E S U LT E D	
I N 	 C A S E S 	 O F 	 E R R O R S	 	 	 	 	

80. 	 T h e  Co u r t ’s  a u d i t  e s t a b l i s h e d  t h a t ,  i n  g e n e r a l ,  n a t i o n a l  a u -
thor i t ies  ca lculated the value of  payment  ent i t lements  in  ac-
cordance with the EU legis lat ion.  However,  er rors  were noted 
as  a  result  of  er roneous  or  miss ing histor ica l  reference data , 
o f  fa i lure  to  update  such data  where  changes  in  hold ings  or 
status had occurred,  of  defective treatment of  applications for 
payment entit lements  f rom the nat ional  reser ve.  To date such 
errors  have not  yet  been completely  correc ted. 

81. 	 I n  i ts  Annual  Repor ts  for  f inancia l  years  2006,  2007 and 2008, 
the Cour t repor ted shor tcomings in the calculation of payment 
e n t i t l e m e n t s  a n d  i n  t h e  a p p l i c a t i o n  o f  r u l e s  g o v e r n i n g  t h e 
operat ions  of  nat ional  reser ves 60.

60 In France, the authorities 

had adopted several ineligible 

programmes under which 

farmers had received payment 

entitlements, had accepted 

short-term rented equipment as 

investments and had failed to 

systematically apply mandatory 

provisions to new farmers who 

commenced farming during 

the reference period. The 

undue allocations of payment 

entitlements materialised 

since 2006 in annual payments 

amounting to some 60 million 

euro (Annual Report concerning 

the financial year 2007, 

paragraphs 5.21 to 5.25).

In Italy, irregular allocations of 

entitlements for new olive oil 

trees planted after the stipulated 

deadline and not covered by 

a specific programme and 

the generous recognition of 

hardship cases and for ineligible 

areas have not been corrected 

at the time of the audit (Annual 

Report concerning the financial 

year 2007, paragraph 5.14).

In the United Kingdom 

(England), the authorities were 

still working, at the end of 2009, 

on the correction of entitlements 

that had been wrongly allocated 

in 2005 (Annual Report 

concerning the financial year 

2006).



Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management

43

Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management

61 Commission Decision 

2009/721/EC of 24 September 

2009 excluding from Community 

financing certain expenditure 

incurred by the Member States 

under the Guarantee Section 

of the European Agricultural 

Guidance and Guarantee Fund 

(EAGGF), under the European 

Agricultural Guarantee Fund 

(EAGF) and under the European 

Agricultural Fund for Rural 

Development (EAFRD) (OJ L 257, 

24.9.2009, p. 28). 

62 Article 137 of Regulation 

(EC) No 73/2009.

63 See Article 137(3) of 

Regulation (EC) No 73/2009.

82. 	 The Cour t  rev iewed the fo l low-up wor k  that  the  Commiss ion 
had carr ied out  on the errors  that  occurred dur ing the imple -
m e n t a t i o n  o f  t h e  S P S .  A t  t h e  t i m e  o f  t h e  a u d i t ,  p r o c e d u r e s 
were st i l l  under way and only one formal conformity clearance 
decis ion had been taken and publ ished 61. 

83. 	 Th e  Co u r t  n o te s  t h at  t h e  Co u n c i l  d e c i d e d 6 2 t h at  a l l  p ay m e nt 
entit lements al located before 1 Januar y 2009 be deemed legal 
and regular  as  f rom 1  Januar y  2010 unless  they  had been a l-
located on the basis  of  fac tual ly  incorrec t  appl icat ions.  Whi le 
t h i s  g i ve s  l e g a l  ce r t a i n t y  to  f a r m e r s ,  i t  m e a n s  t h a t  f i n a n c i a l 
corrections decided pursuant to the conformity clearance pro-
c e d u re  w i l l  n o t  a p p l y  t o  p ay m e n t s  p o s t e r i o r  t o  2 0 0 9 6 3.  A s  a 
re s u l t  o f  t h i s  d e c i s i o n ,  e r ro n e o u s  p ay m e nt  e nt i t l e m e nt s  w i l l 
be ‘ legal ised’ and rendered definit ive,  result ing in annual  pay-
ments  being made on such bases  in  future  years.
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84. 	 The SPS has  contr ibuted to  the achievement  of  t wo main ob -
jec t ives  of  the  common agr icul tura l  pol ic y :  encouraging far-
mers  to better  respond to market  demand and suppor t ing the 
i n c o m e  o f  t h e  a g r i c u l t u r a l  s e c t o r  a s  a  w h o l e .  H o w e v e r,  t h e 
o v e r a l l  c o n c l u s i o n  o f  t h e  p r e s e n t  r e p o r t  i s  t h a t  t h e  i m p l e -
m e n t a t i o n  o f  t h e  s c h e m e  re s u l te d  i n  a  n u m b e r  o f  q u e s t i o n-
able  features  re lat ing to  the def in i t ion of  the benef ic iar ies  of 
t h e  p o l i c y,  t h e  n a t u re  o f  e l i g i b l e  p a rc e l s  a n d  a c t i v i t i e s ,  t h e 
envi ronmental  impac t  of  the  scheme,  the  d ist r ibut ion of  a id 
a c ro s s  a n d  w i t h i n  M e m b e r  St ate s  a n d  t h e  s p e c i f i c  e f fe c t s  o f 
the histor ic  and regional  models.  Therefore,  the Cour t  invites 
t h e  C o m m i s s i o n  t o  c o n s i d e r  w h e t h e r  s u c h  f e a t u r e s  s h o u l d 
be  rev iewed a long the l ines  set  out  in  the  recommendat ions 
below. 

B E N E F I C I A R I E S , 	 E L I G I B L E 	 L A N D 	 A N D	
AG R I C U LT U R A L 	 AC T I V I T I E S

85. 	 The def ini t ion of  the benef ic iar ies  of  the scheme was formu -
lated,  and subsequently  appl ied,  in  a  way that  permitted per -
sons or  ent i t ies  not  or  only  marginal ly  engaged in  an agr icul -
tural  ac t iv i t y  to  benef i t  f rom SPS payments.

86. 	 The Cour t  previous ly  repor ted on th is  s i tuat ion in  i ts  annual 
r e p o r t s  a n d  t h i s  w a s  r e c o g n i s e d  d u r i n g  t h e  ‘ H e a l t h  C h e c k ’ 
examinat ion of  the  C AP,  in  2008.  The legis lator  then a l lowed 
M e m b e r  S t a t e s  t o  e xc l u d e  s u c h  b e n e f i c i a r i e s  f r o m  S P S  a i d . 
However,  at  the t ime of  the audit ,  no Member State had made 
use of  this  opt ion and the s i tuat ion descr ibed above pers ists .

87. 	 Where  M ember  States  fa i led  to  put  up ef fec t ive  rest r ic t ions, 
t h e  c o m p l e t e  s e p a r a t i o n  o f  p a y m e n t  e n t i t l e m e n t s  f ro m  t h e 
land on which they were or iginal ly  generated encouraged in-
vestments  by operators  who have l i t t le  interest  in  farming as 
a n  a c t i v i t y  b u t  w h o  ex p l o i t  t h e  g u a ra nte e d  re t u r n s  t h at  S P S 
provides.

88. 	 T h e  e n t r a n c e  o f  n e w  f a r m e r s  i n t o  t h e  a g r i c u l t u r a l  s e c t o r  i s 
of ten hampered by  present  condit ions  of  access  to  payment 
ent i t lements.

CONCLUSIONS AND  
RECOMMENDATIONS
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T he present  le gis lat ion and i t s  imp lem enting rules  should 
b e  a m e n d e d  t o  e n s u r e  t h a t  S P S  a i d  i s  d i r e c t e d  t o  a c t i v e 
f a r m e r s  a n d  e x c l u d e s  b e n e f i c i a r i e s  w h o  h av e  n o  o r  o n l y 
ins igni f icant  agr icultural  ac t iv i t ies .

R E C O M M E N D AT I O N 	 1

E N V I R O N M E N TA L 	 I M PAC T

90. 	 With the introduc t ion of  cross- compl iance,  at  the  same t ime 
as the SPS,  the ful l  payment of  aid was made condit ional  upon 
cr i ter ia  based on environmental  and other  good agr icultura l 
practices.  Cross-compliance thus became a key justif ication for 
the  SPS payments.  However,  SPS  a id  i s  only  indi rec t ly  l inked 
to  environmental  obl igat ions.

91. 	 Fi r s t l y,  t h e  Co u r t  n o te d  t h at  t h e re  i s  n o  d i re c t  l i n k  b e t we e n 
the level  of  SPS aid and the costs  incurred by farmers to main-
t a i n  l a n d  i n  G A E C  o r  t o  c o m p l y  w i t h  t h e  s p e c i f i c  s t a t u t o r y 
management  requirements  (SMR)  appl icable.  Nei ther  does  i t 
ref lec t  the value of  the posit ive ex ternal i t ies  that  agr icultural 
ac t iv i t ies  generate. 

92. 	 S e c o n d l y,  o f t e n  t h e  m a i n t e n a n c e  o f  l a n d  i n  G A E C  d o e s  n o t 
require  any or  only  sporadic  ac t ions.

64 See footnote 5.89. 	 The specif ications as to what makes a parcel of land eligible for 
SPS a id  and what  const i tutes  an e l igible  agr icultura l  ac t iv i t y 
are loosely defined and do not contr ibute to focusing such aid 
on ac t iv it ies  and land that  ‘ increase agr icultural  produc tivity ’.

E l i g i b l e  l a n d  a n d  a g r i c u l t u r a l  a c t i v i t i e s  n e e d  t o  b e  m o r e 
clearly def ined with a v iew to excluding f rom the benef it  of 
SPS a id  non -agr icultural  p arce ls  and ac t iv i t ies  that  do not 
co n t r i b u t e  t o  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i v i t y 6 4 o r  t o 
ac t ive ly  maint aining the environm ent al  value of  the land.  

R E C O M M E N D AT I O N 	 2
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T h e  c a l c u l a t i o n  o f  S P S  a i d  s h o u l d  b e  m o d i f i e d  t o  b e t t e r 
re f le c t  the cos t  of  environm ent al  and other  e x ternal i t ies . 

R E C O M M E N D AT I O N 	 3

D I S T R I B U T I O N 	 O F 	 S P S 	 A I D

93. 	 The determinat ion of  SPS payments  to  indiv idual  farmers  re -
mains  based (a)  on the number  of  hec tares  farmed and (b) ,  in 
the histor ica l  model ,  on the amounts  paid  in  the past  ( refer -
ence  years  f rom 2000 to  2002) .  I t  fo l lows  that  th is  a id  cont i-
nues  to  benef i t  pr imar i ly  larger  farms.

94. 	 The distr ibution of  SPS aid is  characterised by the fact that the 
major  par t  goes to a small  number of  large beneficiar ies  while 
the large major i t y  of  benef ic iar ies  each receive only  a  l imited 
a m o u nt  o f  a i d .  Th e  m o d u l at i o n  m e c h a n i s m  t h at  re d u ce s  t h e 
a m o u n t  p a i d  t o  t h e  l a rg e s t  f a r m e r s  c o n c e r n s  a  ve r y  l i m i t e d 
number  of  rec ipients.  Fur thermore,  i t  does  not  contr ibute  to 
correc t ing the present  distr ibut ion as  i ts  pr imar y  objec t ive  is 
to  shi f t  funds f rom direc t  a id  to  the rural  development  pi l lar 
of  the CAP.

G AEC s t an dards  sh o ul d  re quire  co n cre te  an d re gular  ac t i -
v i t ies  to  b e carr ie d out  by f arm er s  for  them to re ceive the 
f u l l  a m o u n t  o f  t h e  a i d .  Pay m e n t  r e d u c t i o n s  f o r  f a i l u r e  t o 
respec t cross- compliance obligations should be made more 
dissuasive. 

R E C O M M E N D AT I O N 	 4

A  m o re  b a l a n ce d  d i s t r i b u t i o n  o f  S P S  a i d  b e t we e n  f a r m e r s 
should be sought either by fur ther modulation of payments, 
or  by capping higher individual  payments,  or  by tak ing into 
considerat ion the speci f ic  c i rcumstances  of  farms. 

R E C O M M E N D AT I O N 	 5
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The calculation of  entit lements should be based on current 
f arming condit ions  in  the di f ferent  re gions .  H owever,  such 
a  t r a ns i t i o n  s h o u l d  e ns u r e  t h a t  u n d e s i r a b l e  e f f e c t s ,  s u c h 
as  an increase in  the pr ice  of  leases  and land,  are  l imite d. 

R E C O M M E N D AT I O N 	 6

 T h i s  re p o r t  w a s  a d o p t e d  b y  C h a m b e r  I ,  h e a d e d  b y  M r  O l a v i 
ALA-NISSILÄ,  Member of  the Cour t  of  Auditors,  in Luxembourg 
at  i ts  meet ing of  6  Apr i l  2011.

 

For t h e  C o u r t  o f  A u d i t o r s

 
Vítor  Manuel  da S I LVA  C A L D E I R A

Pr e s i d e n t

S P E C I F I C 	 E F F E C T S 	 O F 	 I M P L E M E N TAT I O N	
M O D E L S

95. 	 Currently  some 20 di f ferent  var iants  of  SPS are appl ied across 
the EU.  This  s i tuat ion explains  in  large par t  the wide dispar ity 
in  the levels  of  a id  per  hec tare  across  M ember  States  as  wel l 
as  in  the distr ibut ion patterns  within  a  Member  State. 

96. 	 Tw o  m a i n  m o d e l s  a r e  i m p l e m e n t e d .  O n  t h e  o n e  h a n d ,  t h e 
histor ic  model  has,  over  t ime,  become divorced f rom present 
condit ions  of  produc t ion. 

97. 	 On the other  hand,  the regional  model  is  associated with uni-
fo r m  u n i t  v a l u e s  o f  p ay m e n t  e n t i t l e m e n t s  a c ro s s  t h e  re gi o n 
concer ned.  However,  the  t rans i t ion to  th is  lat ter  model  may, 
in  cer tain regions,  negatively  affec t  cer tain sec tors  of  agr icul-
tura l  produc t ion and may result  in  an increase  in  the market 
pr ice of  agr icultural  land and land leases  which would reduce 
the ef fec t iveness  of  the a id. 
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I M P L E M E N TAT I O N 	 O F 	 S I N G L E 	 PAYM E N T 	 M O D E L S , 	 F U T U R E	
I N T E G R AT I O N 	 O F 	 CO U P L E D 	 S U P P O R T 	 A N D 	 S P E C I F I C 	 A I D
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EXECUTIVE	SUMMARY

II . 	S econd	 indent
T h e  o b j e c t i v e  o f  t h e  S i n g l e  P a y m e n t 
Scheme (SPS)  is  to  grant  basic  income sup -
p o r t  a n d  c o n t r i b u t e  t o  t h e  p r o v i s i o n  o f 
bas ic  publ ic  goods while  encouraging far -
mers  to  better  respond to  market  demand.

I I I .–IV.
The SPS is  a  decoupled scheme,  and hence 
there is  no produc t ion requirement.  I n  this 
c o n t e x t ,  a  f a r m e r  s h o u l d  n o t  b e  c o n s i d -
ered having no agr icultural  ac t iv i t y  s imply 
b e c a u s e  h e  d o e s  n o t  m a i n t a i n  a  c e r t a i n 
produc t ion level . 

A ny  f a r m e r  r e c e i v i n g  s u p p o r t  m u s t  h o w -
e v e r  p e r f o r m  a n  a g r i c u l t u r a l  a c t i v i t y . 
F o l l o w i n g  C o u n c i l  R e g u l a t i o n  ( E C )  N o 
7 3 / 2 0 0 9 ,  t h i s  i m p l i e s  t h a t  h e  s h o u l d  a t 
least  maintain his  land in  good agr icultural 
and environmental  condit ion (GAEC ) . 

The  Commiss ion i s  committed to  examine 
how to  fur ther  s t rengthen that  suppor t  i s 
granted only  to  ac t ive  farmers  as  stated in 
t h e  co m m u n i c at i o n  f ro m  t h e  Co m m i s s i o n 
t o  t h e  Co u n c i l ,  t h e  E u ro p e a n  Pa r l i a m e n t , 
t h e  E u r o p e a n  E c o n o m i c  a n d  S o c i a l  C o m -
m i t te e  a n d  t h e  Co m m i t te e  o f  t h e  R e gi o n s 
‘ The CAP towards  2020:  meet ing the food, 
n a t u r a l  r e s o u r c e s  a n d  t e r r i t o r i a l  c h a l -
lenges of  the future’ 1,  hereaf ter  referred to 
as  the 'communicat ion on the future  CAP'.

1 COM(2010) 672 final, adopted on 18 November 2010.
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V.	
A c c e s s  o f  n e w  f a r m e r s  t o  s u p p o r t  u n d e r 
the SPS is  not  the same as  the oppor tunit y 
to  star t  out  as  a  new farmer.

Tw e l v e  o u t  o f  1 7  M e m b e r  S t a t e s  g r a n t 
p a y m e n t  e n t i t l e m e n t s  f r o m  t h e  n a t i o n a l 
re s e r ve  t o  c o m m e n c i n g  f a r m e r s .  I n  o t h e r 
M e m b e r  S t a t e s  f a r m e r s  c a n  b u y  o r  l e a s e 
p a y m e n t  e n t i t l e m e n t s  i n  t h e  f r e e  m a r k e t 
,which func t ions  wel l .

A n  i n - d e p t h  e x a m i n a t i o n  by  t h e  Co m m i s-
s i o n  a n d  t h e  M e m b e r  S t a t e s  s h o we d  t h a t 
i n  t h e  v a s t  m a j o r i t y  o f  c a s e s ,  t h e  a s s e s s -
m e n t  o f  t h e  e l i g i b i l i t y  o f  t h e  a r e a  i s 
b e y o n d  d o u b t .  T h e  C o m m i s s i o n  i n t e n d s 
never theless  to  examine the poss ibi l i t y  of 
f u r t h e r  re f i n i n g  t h e  d e f i n i t i o n  o f  e l i g i b l e 
land in  order  to  better  target  the a id,  as  i t 
i s  a d va n ce d  i n  t h e  co m m u n i c at i o n  o n  t h e 
future  CAP. 

However,  a  decoupled suppor t  l ike  the SPS 
cannot  be l inked to the per formance of  the 
b e n e f i c i a r y  o r  o f  t h e  l a n d,  fo r  w h i c h  p ay -
ment  ent i t lements  have been ac t ivated,  in 
t e r m s  o f  p ro d u c t i o n .  S u c h  a  re q u i re m e n t 
wo u l d  n o t  co m p l y  w i t h  p a r a gr a p h s  1  a n d 
6(e)  of  Annex 2  to  the  W TO Agreement  on 
Agr iculture 2.

VI.	
T h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
i n c l u d e s  t h e  p o s s i b l e  i n t r o d u c t i o n  o f  a n 
e l e m e n t  o f  c a p p i n g  w h i c h  w o u l d  a l l o w  a 
l imitat ion of  the payments  made.  The num-
ber  of  hec tares  and the number  of  ent i t le -
m e nt s  wo u l d  h owe ve r  co nt i n u e  to  re f l e c t 
t h e  s i z e  o f  f a r m s  a n d  t o  a  c e r t a i n  e x t e n t 
their  contr ibut ion to  the objec t ives  of  the 
common agr icultural  pol ic y  (CAP) .

2 http://www.wto.org/english/docs_e/legal_e/14-ag_01_e.htm

VII .
T h e r e  i s  n o  q u a n t i f i e d  l i n k  b e t w e e n  S P S 
s u p p o r t  a n d  c o s t s  i n c u r r e d  i n  r e s p e c -
t i n g  g o o d  a gr i c u l t u ra l  a n d  e nv i ro n m e nt a l 
condit ions.  H istor ical  references  have thus 
b e e n  u s e d  t o  d e t e r m i n e  t h e  l e v e l  o f  a i d . 
SPS is  an  area-based payment  whose main 
o b j e c t i ve  i s  to  p rov i d e  b a s i c  i n co m e  s u p -
por t .  Through the  obl igat ion to  keep land 
i n  G A E C ,  S P S  c o n t r i b u t e s  t o  t h e  p r o t e c -
t i o n  o f  n a t u r a l  r e s o u r c e s ,  t h u s  p r o v i d i n g 
t h e  b a s i s  fo r  t h e  d e l i ve r y  o f  p u b l i c  g o o d s 
t h ro u g h  a g r i c u l t u re .  T h i s  h a s  b e e n  n o t e d 
in  par t icu lar  in  the  s tudy on publ ic  goods 
of  the  I nst i tute  for  European Envi ronmen-
tal  Pol ic y  ( IEEP) 3. 

T h e  i s s u e  o f  c o s t s  f o r  f a r m e r s  o f  c o m -
p l i a n c e  w i t h  l e g i s l a t i o n  o n  e nv i r o n m e n t , 
f o o d  s a f e t y  a n d  a n i m a l  w e l f a r e  i s  o f t e n 
 r a i s e d,  a n d  a  s t u d y  a s s e s s i n g  t h e s e  c o s t s 
h a s  b e e n  re q u e s te d  by  t h e  Eu ro p e a n  Pa r-
l i a m e n t  a n d  i s  u n d e r  w a y.  H o w e v e r,  t h e 
level  of  SPS  i s  independent  of  these  costs 
a s  i t  s h o u l d  n o t  c o m p e n s a t e  f a r m e r s  f o r 
respec t ing the law and must  remain ‘green 
box ’ compatible. 

The communicat ion on the future CAP out -
l i n e s  t h e  i n t e n t i o n  o f  t h e  C o m m i s s i o n  t o 
assess  poss ibi l i t ies  for  a  fur ther  ‘greening’ 
of  the f i rst  p i l lar.

3 Cooper, T., Hart, K. and Baldock, D., ‘The provision of public 

goods through agriculture in the European Union’, Report for 

the Agriculture and Rural Development DG, Contract No 30-CE-

0233091/00-28, Institute for European Environmental Policy, 

London, 2009. 
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VII I .
T h e  Co m m i s s i o n  d o e s  n o t  a g re e  t h a t  S P S 
i s  a  p o o r l y  t a r g e t e d  m e t h o d  t o  p r o v i d e 
i n co m e  s u p p o r t .  Th e  i s s u e  o f  t a rg e t i n g  i s 
n o t  l i n k e d  t o  t h e  d i f fe re n t  i m p l e m e n t i n g 
opt ions.

The level  of  decoupled direc t  suppor t  that 
f a r m e r s  r e c e i v e  i s  b a s e d  o n  p r o d u c t i o n 
and suppor t  levels  dur ing a  h istor ic  refer -
ence per iod or,  in  the case  of  the  region a l 
m o d e l ,  o n  t h e  a re a s  o n  a  h i s to r i c a l  re fe r -
e n c e  d a t e .  H e n c e ,  t h e  c u r r e n t  d i s t r i b u -
t i o n  o f  d i re c t  p ay m e n t s  b e t we e n  f a r m s  i s 
s i m p l y  a  r e f l e c t i o n  o f  t h e  f a c t  t h a t  a g r i -
c u l t u ra l  l a n d  a n d  a gr i c u l t u ra l  p ro d u c t i o n 
a r e  n o t  s h a r e d  e q u a l l y  a m o n g  t h e  f a r m s 
i n  t h e  E U.  Th i s  s i t u a t i o n  d o e s  n o t  c h a n g e 
the fac t  that  the SPS has  a l ready proven i ts 
ef fec t iveness  as  a  method to  provide basic 
income suppor t  to  farmers. 

N e v e r t h e l e s s ,  t h e  i s s u e  o f  r e d i s t r i b u t i o n 
o f  s u p p o r t  b e t we e n  f a r m e r s  a n d  M e m b e r 
States  is  considered in  the communicat ion 
on the future  CAP,  and should a lso  lead to 
improved target ing of  the SPS a id. 

IX.	
I n  a  decoupled suppor t  system there  is  no 
p o s s i b i l i t y  t o  a d j u s t  t h e  s u p p o r t  l e ve l  t o 
current  produc t ion levels .  Such an adjust-
m e n t  w o u l d  n o t  o n l y  b e  n o n - c o m p l i a n t 
with the W TO ‘green box ’ rules  but  a lso run 
counter  to  the  objec t ive  of  increas ing the 
market  or ientat ion of  farmers.

However,  the communicat ion on the future 
C A P  a c k n o w l e d g e d  t h a t  t h e  j u s t i f i c a t i o n 
o f  t h e  d i f fe r e n t  s u p p o r t  l e v e l s  i s  g e t t i n g 
w e a k  e r  a s  t h e  r e fe r e n c e  p e r i o d s  a r e  g e t -
t i n g  m o r e  d i s t a n t .  T h e  r e d i s t r i b u t i o n  o f 
s u p p o r t  b e t w e e n  M e m b e r  S t a t e s  a n d 
f a r m e r s  i s  t h e r e f o r e  a  c o r e  i s s u e  f o r  t h e 
f u t u r e  o f  t h e  C A P  a n d  r e f l e c t i o n s  r e g a r -
d i n g  r e l e v a n t  a n d  f e a s i b l e  c r i t e r i a  f o r 
s u c h  re a l l o c at i o n  a re  o n g o i n g.  An  i m p a c t 
a s s e s s m e nt  i s  c u r re nt l y  b e i n g  c a r r i e d  o u t 
on these issues. 

U n d e r  t h e  c u r r e n t  r u l e s  a s  w e l l  a s  i n  t h e 
f u t u re ,  i t  i s  a  c l e a r  re q u i re m e n t  t h a t  p ay-
m e nt  e nt i t l e m e nt s  o n l y  b e  a c t i vate d  w i t h 
the declarat ion of  a  corresponding number 
of  e l igible  hec tares. 

X.	
Th e  h i s to r i c a l  m o d e l  wa s  f i r s t l y  p ro p o s e d 
by  the  Commiss ion in  2003 with  a  v iew to 
f a c i l i t a t i n g  a  s m o o t h  t r a n s i t i o n  t o w a r d s 
decoupl ing.  The regional  model  was  added 
at  the  request  of  M ember  States  to  match 
s o m e  p a r t i c u l a r  n a t i o n a l  o b j e c t i v e s  f o r 
d i re c t  s u p p o r t .  Th e  c a p i t a l i s a t i o n  o f  s u p -
p o r t  i n  a  r e g i o n a l  m o d e l  m a y  b e  h i g h e r 
t h a n  i n  a  h i s t o r i c  m o d e l .  N e v e r t h e l e s s , 
among fac tors  inf luencing land pr ices,  CAP 
subs id ies  have a  rather  modest  impac t .  I n 
a d d i t i o n  i t  d o e s  n o t  n e c e s s a r i l y  m e a n  a n 
i n c re a s e  i n  c a p i t a l i s a t i o n  a s  co m p a re d  to 
former  coupled forms of  suppor t . 

T h e  i m p a c t  o f  t h e  r e g i o n a l  m o d e l  i s  c u r -
r e n t l y  b e i n g  a s s e s s e d  t o g e t h e r  w i t h  a l l 
s o c i a l ,  e c o n o m i c  a n d  e n v i r o n m e n t a l 
ef fec ts,  in  the impac t  assessment fol lowing 
the communicat ion on the future  CAP.
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XI.	
T h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
includes a  number  of  i ssues  re lat ing to  the 
direc t  payments  which are  current ly  being 
e x a m i n e d  a n d  r e v i e w e d  b y  t h e  C o m m i s -
s ion.

XII . 	 f irst 	 indent
I n  order  to  increase  the  ef fec t iveness  and 
e f f i c i e n c y  o f  t h e  s u p p o r t ,  o n e  o f  t h e  e l e -
m e n t s  m e n t i o n e d  i n  t h e  c o m m u n i c a t i o n 
o n  t h e  f u t u r e  C A P  i s  t o  b e t t e r  t a r g e t  t h e 
s u p p o r t  t o  a c t i v e  f a r m e r s .  H o w e v e r  a n y 
s u c h  t a rg e t i n g  wo u l d  h ave  to  re s p e c t  t h e 
decoupled nature  of  the SPS payments. 

XII . 	second	 indent
N o n - a g r i c u l t u r a l  p a r c e l s  a r e  a l r e a d y 
e x c l u d e d  f r o m  t h e  S P S  s u p p o r t .  F a r -
m e r s  c a n  o n l y  ‘a c t i vate’ a n  e nt i t l e m e nt  to 
receive suppor t  with e l igible  land and they 
h a v e  t o  r e s p e c t  t h e  r u l e s  a n d  c o n d i t i o n s 
set  by  exist ing legis lat ion. 

A  d e c o u p l e d  s u p p o r t  l i k e  t h e  S P S  c a n n o t 
h o w e v e r  b e  l i n k e d  t o  t h e  p e r f o r m a n c e 
o f  t h e  b e n e f i c i a r y  o r  o f  t h e  l a n d  i n  te r m s 
o f  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i v i t y . 
Exclud ing ac t iv i t ies  that  do not  contr ibute 
t o  i n c r e a s i n g  a g r i c u l t u r a l  p r o d u c t i v i t y 
f ro m  t h e  b e n e f i t  o f  S P S  wo u l d  e s t a b l i s h  a 
l ink  to  current  produc t ion and,  as  a  conse -
quence,  the  condit ions  of  the  W TO Agree -
ment on Agr iculture ( ‘green box ’ )  would no 
longer  be met .

As  re g a rd s  t h e  a c t i ve  m a i n te n a n ce  o f  t h e 
‘environmental  va lue of  agr icultura l  areas’ 
m e n t i o n e d  by  t h e  Co u r t ,  t h e  Co m m i s s i o n 
co m m i t te d  i t s e l f  i n  i t s  co m m u n i c at i o n  o n 
t h e  f u t u r e  C A P  t o  a s s e s s  w a y s  o f  e n h a n -
c i n g  e n v i r o n m e n t a l  p e r f o r m a n c e  o f  t h e 
C A P.  T h i s  c o u l d  b e  d o n e  b y  s u p p o r t i n g 
s i m p l e ,  g e n e r a l i s e d,  n o n  c o n t r a c t u a l  a n d 
a n n u a l  e nv i ro n m e n t a l  a c t i o n s  w i t h i n  t h e 
d i rec t  payment  scheme and/or  enhancing 
cer ta in  e lements  of  GAEC standards.

XII . 	 third	 indent
A s  s e t  o u t  i n  t h e  c o m m u n i c a t i o n  o n  t h e 
future CAP,  the environmental  per formance 
of  farmers  as  a  counterpar t  for  suppor t  wi l l 
be  fur ther  considered by the Commiss ion

XII . 	 four th	 indent
Th e  Co m m i s s i o n  h a s  p ro p o s e d  i n  i t s  co m-
m u n i c a t i o n  o n  t h e  f u t u r e  C A P  t o  a s s e s s 
how cross- compl iance ru les  could  be  s im -
p l e r  a n d  m o r e  c o m p r e h e n s i v e  a n d ,  f o r 
G A E C ,  t o  a n a l y s e  h o w  c e r t a i n  o f  i t s  e l e -
ments  could be enhanced.

The EU f ramework  for  payment  reduc t ions 
under  cross- compl iance is  d issuasive  s ince 
t h e  re d u c t i o n  c a n  b e  a s  h i g h  a s  1 0 0   %  o f 
C A P  p a y m e n t s  r e c e i v e d  b y  t h e  f a r m e r. 
Wh e re  we a k n e s s e s  i n  t h e  i m p l e m e nt at i o n 
by M ember  States  of  the cross- compl iance 
s y s t e m  a r e  o b s e r v e d ,  t h e s e  a r e  f o l l o w e d 
u p  u n d e r  t h e  c l e a r a n c e  o f  a c c o u n t s  p r o -
cedure.

XII . 	 f i f th 	 indent
T h e  r e d i s t r i b u t i o n  o f  a i d ,  t h e  c a p p i n g  o f 
p a y m e n t s  a n d  t h e  s u p p o r t  t o  f a r m e r s  i n 
areas  with  speci f ic  natura l  constra ints  are 
e l e m e n t s  i n c l u d e d  i n  t h e  c o m m u n i c a t i o n 
on the future  CAP.

XII . 	s ix th	 indent
T h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
f o r e s e e s  a  n e w  d e s i g n  f o r  d i r e c t  p a y -
ments.  Several  opt ions  are  current ly  being 
assessed in  an  impac t  assessment ,  among 
t h e m  o n e  w h i c h  wo u l d  i m p l y  a  b a s i c  s u p -
por t  rate  complemented with payments  for 
f a r m e r s  i n  a re a s  w i t h  n a t u r a l  co n s t r a i n t s , 
as  wel l  as  a  greening component .
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AUDIT	SCOPE,	OBJECTIVES	AND		
APPROACH

19. 	S econd	 indent
Th e  m a i n  o b j e c t i ve  o f  t h e  S P S  i s  t o  g r a n t 
a  b a s i c  i n c o m e  s u p p o r t  t o  f a r m e r s  w h i l e 
c o n t r i b u t i n g  t o  t h e  p r o v i s i o n  o f  b a s i c 
publ ic  goods.

OBSERVATIONS

20.
Concerning the lack  of  precis ion of  the def i-
n i t ion,  see Commiss ion reply  to  point  21. 

T h e  m a r g i n  o f  d i s c r e t i o n  l e f t  t o  M e m b e r 
States  i s  re lated to  the existence of  d i f fer-
ences  bet ween the M ember  States  such as 
in  the agr icultural  s t ruc tures. 

21.
The def init ion of  farmers  under  the current 
r u l e s  i s  c l e a r  a n d  o n l y  f a r m e r s  w i t h i n  t h e 
def in i t ion la id  down in  Counci l  Regulat ion 
( E C )  N o  7 3 / 2 0 0 9  q u a l i f y  fo r  s u p p o r t 4.  Th e 
d e f i n i t i o n  r e f l e c t s  t h e  d e c o u p l e d  n a t u r e 
o f  t h e  s c h e m e  a n d  t h e  o b j e c t i v e  o f  p r o -
m o t i n g  f a r m e r s '  m a r k e t  o r i e nt at i o n  w h i l e 
ensur ing compl iance with W TO ‘green box ’ 
r u l e s .  P r o d u c t i o n  o b l i g a t i o n s  o r  l i n k s  t o 
produc t ion fac tors  may not  be imposed as 
e l igibi l i t y  cr i ter ia .

4 See Article 2(a) of Regulation 73/2009: 'farmer' means a natural or 

legal person, or a group of natural or legal persons, whatever legal 

status is granted to the group and it members by national law, 

whose holding is situated within Community territory, as defined 

in Article 299 of the Treaty, and who exercises an agricultural 

activity. The latter is defined in Article 2(c) of the same regulation 

as production, rearing or growing of agricultural products 

including harvesting, milking, breeding animals and keeping 

animals for farming purposes, or maintaining the land in good 

agricultural and environmental condition.

I n  t h i s  c o n t e x t ,  s i t u a t i o n s  o f  f a r m e r s 
w h o  j u s t  f u l f i l  t h e  G A E C  t h u s  h av i n g  o n l y 
l imit  ed agr icultura l  ac t iv i t y  can ar ise.  This 
i s s u e  h a s  b e e n  r a i s e d  i n  t h e  c o m m u n i c a -
t ion on the future  C AP and the poss ib i l i t y 
of  fur ther  target ing of  the suppor t  should 
be examined.

22.
T h e  d e f i n i t i o n  o f  a g r i c u l t u r a l  a c t i v i t y 
r e f l e c t s  t h e  o b j e c t i v e  o f  p r o m o t i n g  f a r -
m e r s '  m a r k e t  o r i e n t a t i o n  w h i l e  e n s u r i n g 
compl iance with W TO ‘green box ’ ru les.

I n  t h i s  c o n t e x t  t h e  o p t i o n  f o r  f a r m e r s  t o 
d e c i d e  t o  ‘ m a i n t a i n  t h e  l a n d  i n  G A E C ’, 
i n  s te a d  o f  p ro d u c i n g  a  g i ve n  a gr i c u l t u ra l 
p r o d u c t ,  r e f l e c t s  t h e  f a c t  t h a t  t h e  a i d  i s 
decoupled.

23.
Th e  S P S  i s  d e co u p l e d  f ro m  p ro d u c t i o n .  I n 
order  to  be compl iant  with the W TO ‘green 
box ’ ru les,  produc t ion obl igat ions  or  l inks 
to  produc t ion fac tors  may not  be imposed 
a s  e l i g i b i l i t y  c r i t e r i a .  Fu r t h e r m o r e ,  t h e 
issue of  ownership of  land is  not  a  decis ive 
cr i ter ion for  exerc is ing far ming ac t iv i t ies , 
a s  t h i s ,  fo r  i n s t a n c e,  c a n  a l s o  b e  d o n e  by 
tenants  of  land.

See a lso Commiss ion reply  to  point  21.
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24.
Th e  Co m m i s s i o n  u n d e r l i n e s  t h a t  t h e  a re a 
d e c l a r e d  h a s  t o  b e  e l i g i b l e  t h r o u g h o u t 
the calendar  year  and double  declarat ions 
f rom several  farmers  are  normal ly  detec ted 
in  the administrat ive  checks.  The rule  pro-
viding that  areas  should be at  the farmers ' 
d isposal  at  a  given day ser ves  the purpose 
o f  a v o i d i n g  d o u b l e  p a y m e n t  o f  t h e  s a m e 
area.

I n  a d d i t i o n ,  t h e  r e p l a c e m e n t  o f  t h e 
10-month per iod with  a  s ingle  date  which 
may be determined by the Member  State  is 
l i n k e d  to  t h e  s i m p l i f i c a t i o n  e f fo r t s  o f  t h e 
co m m o n  a gr i c u l t u ra l  p o l i c y.  Fa r m e r s  g a i n 
g r e a t e r  f l e x i b i l i t y  i n  t h e i r  f a r m  m a n a g e -
m e n t  a n d  i n  re s p o n d i n g  to  m a r k e t  d e ve l -
opments.

T h e  a b o l i t i o n  o f  t h e  1 0 - m o n t h  p e r i o d 
r e d u c e s  t h e  t i m e  s p e n t  b y  f a r m e r s  o n 
r e t r i e v i n g  r e l e v a n t  i n f o r m a t i o n  f o r  t h e 
s ingle  payment  appl icat ion.  I t  i s  expec t ed 
t o  l e a d  t o  a  r e d u c t i o n  i n  a d m i n i s t r a t i v e 
b u r d e n  f o r  f a r m s  w h i c h  i s  e s t i m a t e d  a t 
around 21,5  mi l l ion euro 5.

26.
A c c o r d i n g  t o  t h e  r u l e s  f o r  a c t i v a t i o n  o f 
e n t i t l e m e n t s ,  M e m b e r  S t a t e s  h a v e  t o 
d e c i d e  w h o  w a s  f a r m i n g  t h e  l a n d  b e a r -
i n g  t h e  m a n a g e m e n t  r i s k .  T h i s  i s s u e  h a s 
and wi l l  cont inue to  be fo l lowed up in  the 
contex t  of  the c learance of  accounts.

T h e  e c o n o m i c  c o n d i t i o n s  o f  t h e  c o n t r a c -
t u a l  a r ra n g e m e nt s  re f l e c t  t h e  d i ve r s i t y  o f 
the s i tuat ions  in  the f ie ld.  However,  in  any 
case,  the terms negot iated in  the contrac t 
b e t w e e n  l a n d o w n e r s  a n d  t e n a n t s  a r e 
expec ted to  ref lec t  the economic  interests 
of  both par t ies.

5 See Commission Communication COM (2009) 544.

B ox	2
T h e  c u r re n t  l e g i s l a t i o n  fo r  t h e  f i r s t  p i l l a r 
d i re c t  s u p p o r t  s c h e m e s  d o e s  n o t  e xc l u d e 
that  a  parcel  can be c la imed for  a id  under 
di f ferent  schemes by more than one s ingle 
f a r m e r,  a s  l o n g  a s  t h e  e l i g i b i l i t y  c r i t e r i a 
f o r  e a c h  s c h e m e  c o n c e r n e d  a r e  f u l f i l l e d 
throughout  the year.

G e n e r a l l y ,  w h e n  f i r s t  p i l l a r  a n d  l e s s -
favour ed areas  (LFA)  payments  are  c la imed 
by t wo di f ferent  benef ic iar ies  for  the same 
a r e a ,  t h e  b e n e f i c i a r y  s h o u l d  b e  t h e  o n e 
exerc is ing the agr icultural  ac t iv i t y.

S p e c i a l  c a s e s ,  w h e n  f i r s t  p i l l a r  a n d  s p e c i -
f i c  a gr i - e nv i ro n m e n t  m e a s u re s  (A E M )  l i k e 
stonewal ls ,  hedgerows,  landscape features 
or  catchment  areas  and ponds are  c la imed 
b y  t wo  d i f fe re n t  b e n e f i c i a r i e s ,  s h o u l d  b e 
handled on an indiv idual  bas is .

The Commiss ion has  a lso  found cases  such 
a s  t h o s e  r e f e r r e d  t o  b y  t h e  C o u r t  d u r i n g 
i ts  audits  and these are  fo l lowed up in  the 
contex t  of  the c learance of  accounts.

I n  t h e  r e g i o n a l  m o d e l ,  f o l l o w i n g  t h e 
Counci l  regulat ion,  i t  was  the e l igible  area 
d e c l a r e d  a n d  t h e  h i s t o r i c  s u p p o r t  l e v e l 
w h i c h  d e t e r m i n e d  t h e  n u m b e r  a n d  v a l u e 
of  the ent i t lement.  I t  remains  however  that 
the rules  provide that  suppor t  should only 
be granted to  farmers  disposing of  e l igible 
areas. 
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27.
As expla ined under  point  21 ,  only  farmers 
f u l f i l l i n g  t h e  l e g a l  d e f i n i t i o n  a n d  a t  l e a s t 
m a i n t a i n i n g  t h e  a r e a s  i n  G A E C  a r e  e l i -
g i b l e  fo r  s u p p o r t .  Th e  e l i g i b i l i t y  d o e s  n o t 
depend on the age of  the farmer. 

I n  M e m b e r  S t a t e s  w h e re  e a r l y  re t i re m e n t 
schemes are  appl ied  under  rura l  develop -
ment ,  farmers  are  not  a l lowed to  cont inue 
receiv ing SPS payments.

See a lso  reply  to  point  28.

B ox	3
The ac t ivat ion  of  h igh-va lue  ent i t lements 
o n  l o w - v a l u e  a re a s  i s  a l l o we d  b y  Co u n c i l 
Regulat ion (EC )  No 73/2009.

M e m b e r  S t a t e s  d o  h o w e v e r  h a v e  t h e 
opt ion to  set  ru les  at  nat ional  level  which 
c o u l d ,  f o r  e x a m p l e ,  l i m i t  t h e  t r a n s f e r  o f 
payment  ent i t lements  bet ween regions. 

One of  the  i ssues  taken up in  the  commu -
nicat ion  on the  future  C AP i s  the  redist r i -
b u t i o n  a n d  t a r g e t i n g  o f  s u p p o r t  a n d  t h e 
p o s s i b l e  m o v e  t o w a r d s  a  m o r e  u n i f o r m 
level  of  bas ic  suppor t . 

28.
T h e  s t u d y  m e n t i o n e d  b y  t h e  C o u r t  o n 
t h e  f u n c t i o n i n g  o f  l a n d  m a r k e t s  i n  t h e 
E U  M e m b e r  S t a te s  u n d e r  t h e  i n f l u e n ce  o f 
m e a s u r e s  a p p l i e d  u n d e r  t h e  C A P 6 s t a t e s 
t h a t ,  a s  f o r  a l l  p u b l i c  s u p p o r t ,  t h e r e  a r e 
a lso  other  contex tual  fac tors  than the SPS 
w h i c h  i n f l u e n c e  t h e  d e c i s i o n s  o f  f a r m e r s 
i n  te r m s  o f  s t ay i n g  i n  f a r m i n g  o r  re t i r i n g, 
t h e  c a p i t a l i s a t i o n  o f  s u p p o r t  i n  t h e  l e ve l 
of  land pr ices  and more general ly  the  res-
truc tur ing of  the agr icultural  sec tor.  Those 
f a c to r s  a re  i n  p a r t i c u l a r  o u t p u t  a n d  i n p u t 
pr ices,  the inst i tut ional  contex t  at  nat ional 
a n d  r e g i o n a l  l e v e l s ,  n a t i o n a l  o r  r e g i o n a l 
land pol ic y,  socia l  and cultural  habits ,  etc. 
Co m p a re d  to  t h o s e  f a c to r s  a n d  co m p a re d 
to  other  t ypes  of  publ ic  suppor t  (coupled 
a i d  t o  p r o d u c t i o n  q u a n t i t y,  c o u p l e d  a i d 
to  l i ve s to c k  o r  c ro p,  i n te r ve n t i o n  p r i ce s ) , 
d e c o u p l e d  p a y m e n t s  h a v e  a  m u c h  l o w e r 
impac t .

Th e  m a i n  o b j e c t i ve  o f  d e co u p l i n g  i s  m a r-
k e t  o r i e n t a t i o n  a n d ,  i n  g e n e r a l ,  f a r m e r s , 
a s  e n t re p re n e u r s ,  a re  a c t i ve l y  f a r m i n g  i n 
order  to  generate  an income f rom the se l -
l i n g  o f  t h e i r  p ro d u c t s  a n d  p o s s i b l y  o t h e r 
ac t iv i t ies.

The  weight  of  decoupled payments  in  the 
produc t ion choices  of  farmers  i s  such that 
far mers  wi l l  produce as  long as  i t  i s  prof i -
table.  The decis ion not  to  produce is  a lso a 
market- or iented behaviour  i f  var iable  pro -
duc t ion costs  are  not  covered.

6 Swinnen, J., Ciaian, P.  and Kancs, D., ‘Study on the functioning 

of land markets in the EU Member States under the influence of 

measures applied under the common agricultural policy’, Brussels, 

2008.
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29.
T h e  s p i r i t  o f  t h e  r e fo r m  w a s  t o  d e c o u p l e 
a i d s  f r o m  p r o d u c t i o n .  B e n e f i c i a r i e s  h a v e 
the r ight  for  payment  of  their  ent i t lements 
as  long as  the land is  at  least  kept  in  GAEC 
and not  based on produc t ion obl igat ions. 

I f  the  land is  predominant ly  used for  non-
a g r i c u l t u r a l  a c t i v i t i e s ,  i t  i s ,  h o we ve r,  n o t 
e l igible  and cannot  be used for  the ac t iva-
t ion of  payment  ent i t lements.

Cases  of  suppor t  to  land where the predo -
minant  ac t iv i t y  was  non-agr icul tura l  have 
been subjec t  to  f inancia l  correc t ion.

A s  m e n t i o n e d  i n  t h e  c o m m u n i c a t i o n  o n 
t h e  f u t u r e  C A P,  t h e  d e f i n i t i o n  o f  e l i g i b l e 
f a r m e r s  i s  c u r r e n t l y  u n d e r  s c r u t i n y  t o 
achieve a  better  target ing of  SPS a id.

30.
General ly,  the tradabi l i ty  of  ent it lements  is 
a n  i m p o r t a n t  fe a t u re  o f  t h e  S P S  a n d  w i t h 
r e g a r d  t o  a c t i v a t i o n  n o  l i n k  i s  i m p o s e d 
bet ween the value of  the payment  ent i t le -
ments  and the value of  the land.  How ever, 
M e m b e r  S t a t e s  h a v e  t h e  p o s s i b i l i t y  t o 
l imit  the t ransfer  of  ent i t lements  bet ween 
regions  where they see i t  as  necessar y. 

I n  a d d i t i o n ,  w h e re a s  t h e  d i f fe re n t  v a l u e s 
of  ent i t lements  under  the histor ical  model 
are  l inked to  the  a id  paid  in  the  reference 
p e r i o d ,  t h e  t r a n s a c t i o n s  t h a t  t a k e  p l a c e 
wi l l  normal ly  ref lec t  the economic value of 
the land and the ent i t lements.

31.
I t  i s  w i t h i n  t h e  p r i n c i p l e s  o f  t h e  S P S  t h a t 
t h e  b e n e f i c i a r i e s  e xe rc i s e  a n  a g r i c u l t u r a l 
a c t i v i t y  w h i c h  m e a n s  at  l e a s t  k e e p i n g  t h e 
l a n d  i n  G A E C ,  a s  i t  i s  d e f i n e d  i n  t h e  re g u -
l a t i o n s .  T h e r e  i s  n o  m e a s u r e m e n t  o f  t h e 
degree or  intensit y  of  such ac t iv i t y  as  long 
as  the GAEC have been respec ted. 

H owe ve r,  w h e n  d i s c u s s i n g  f u r t h e r  t a rg e t -
i n g  d u r i n g  t h e  H e a l t h  C h e c k ,  t h e  Co u n c i l 
considered that  f lex ibi l i t y  should be given 
t o  M e m b e r  S t a t e s  t o  c o n s i d e r,  i n  a c c o r d -
a n c e  w i t h  t h e  p r i n c i p l e  o f  s u b s i d i a r i t y 
a n d  a c c o rd i n g  t o  t h e i r  s p e c i f i c  e c o n o m i c 
real i t ies,  which are  the r ight  parameters  to 
b e  t a k e n  i n to  a cco u n t  fo r  t h e  a p p l i c a t i o n 
o f  t h i s  p o s s i b i l i t y  ( to  e xc l u d e  f ro m  d i re c t 
p ay m e nt s  ‘n at u ra l  o r  l e g a l  p e r s o n s  w h o s e 
agr icultural  ac t iv i t ies  form only  an ins igni -
f icant  par t  of  their  overal l  economic  ac t iv -
i t i e s  o r  w h o s e  p r i n c i p a l  b u s i n e s s  o r  co m -
p a ny  o b j e c t s  d o  n o t  co n s i s t  o f  e xe rc i s i n g 
an agr icultural  ac t iv i t y ’ ) .

M e m b e r  S t a t e s  d i d  n o t  m a k e  u s e  o f  t h e 
o p t i o n  t o  e xc l u d e  b e n e f i c i a r i e s  p ro v i d e d 
f o r  b y  A r t i c l e  2 8 . 2  o f  C o u n c i l  R e g u l a t i o n 
(EC )  No 73/2009. 

The quest ion of  ef fec t ive target ing is  taken 
u p  i n  t h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e 
C A P,  w h e r e  t h e  C o m m i s s i o n  i s  s e e k i n g  a 
s o l u t i o n  i n  c l o s e  d i a l o g u e  w i t h  t h e  M e m -
b e r  S t a t e s .  P o s s i b l e  c r i t e r i a  a r e  b e i n g 
a s s e s s e d  w i t h  a  v i e w  t o  a c h i e v i n g  t h e 
t a r g e t i n g  i n t e n d e d  w h i l e  r e s p e c t i n g  t h e 
objec t ive  of  the a id  scheme.
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32.
T h e  E U  t e r r i t o r y  c o v e r s  a  w i d e  r a n g e  o f 
d i f ferent  agr icultura l  s t ruc tures  and di f fe -
rent  condit ions  for  farming.  I n  the l ight  of 
t h i s ,  M e m b e r  S t ate s  i n s i s te d  o n  re t a i n i n g 
a  c e r t a i n  d i s c r e t i o n a l  m a r g i n  a s  r e g a r d s 
the  implementat ion of  the  SPS in  order  to 
take measures  which can mit igate  poss ible 
adverse  ef fec ts  f rom the decoupl ing.

M o r e o v e r,  t h e  v a r i o u s  o p t i o n s  p r o v i d e d 
al low Member  States  to  adapt  to  their  own 
speci f ic i t ies.

35.
T h o u g h  a l l  M e m b e r  S t a t e s  w i t h  S P S  s h a l l 
o p e r a t e  a  n a t i o n a l  r e s e r v e ,  t h e  a m o u n t 
avai lable  (within  l imits )  and the use of  the 
nat ional  reser ve for  new farmers  are,  in  the 
spir i t  of  subsidiar i t y,  better  decided at  the 
level  of  the Member  States.

Even i f  i t  i s  an opt ion,  the fac t  that  12  out 
of  the  17 M ember  States  apply ing the SPS 
have made use of  the provis ions  regarding 
t h e  u s e  o f  t h e  n a t i o n a l  r e s e r v e  i n  f a v o u r 
of  newcomers  shows that  the  objec t ive  to 
integrate  new farmers  into the system was 
successful ly  implemented.  This  i s  a  logical 
consequence of  M ember  States '  intent ion 
o f  a s s u r i n g  t h e  r e l a y  o f  n e w  g e n e r a t i o n s 
into their  agr icultural  sec tors.

The other  opt ion for  new farmers  who wish 
to  receive  SPS payments  i s  to  buy or  lease 
p a y m e n t  e n t i t l e m e n t s ,  w i t h  o r  w i t h o u t 
l a n d .  Tr a n s f e r  o f  e n t i t l e m e n t s  i s  a  b a s i c 
pr inciple  of  the func t ioning of  the SPS. 

Access  to  the  mar ket  for  payment  ent i t le -
m e n t s  i s  i n  g e n e r a l  g o o d .  A  t r a n s p a r e n t 
m a r k e t  fo r  p ay m e nt  e nt i t l e m e nt s  e n s u re s 
a n  e f f i c i e n t  a l l o c a t i o n  o f  e n t i t l e m e n t s 
among farmers.

36.
T h e  i m p l e m e n t i n g  r u l e s  f o r  t h e  S P S  p r o -
v i d e  d e t a i l e d  a n d  p r e c i s e  d e f i n i t i o n s  o f 
a ra b l e  l a n d,  p e r m a n e nt  p a s t u re s  a n d  p e r-
m a n e n t  c r o p s  w h i c h  m u s t  b e  r e s p e c t e d . 
T h e r e  a r e  a l s o  l e g a l  p r o v i s i o n s  l a y i n g 
d ow n  r u l e s  a s  re g a rd s  a re a s  w i t h  t re e s  o r 
with  landscape features.  Fur thermore,  the 
C o m m i s s i o n  s e r v i c e s  h a v e  i s s u e d  g u i d e -
l i n e s  fo r  e a c h  c l a i m  ye a r  ( Wi k i Ca p )  w h i c h 
c a n  h e l p  M e m b e r  S t a t e s  d e f i n i n g  c l e a r 
and under  standable  methods to  deal  with 
areas  which are  more marginal  in  order  to 
e n s u r e  t h a t  p a y m e n t s  a r e  o n l y  m a d e  f o r 
t h e  e l i g i b l e  p a r t  a n d  n o t  f o r  a r e a s  w i t h 
forest .

M oreover,  farmers  c la iming for  d i rec t  pay-
ments  are  a lways  obl iged to  respec t  cross-
c o m p l i a n c e  a n d  t h e  G A E C  o n  t h e  e n t i r e 
holding. 

37.
T h e  r e s p o n s i b i l i t y  f o r  d e f i n i n g  t h e  s t a n -
d a r d s  f o r  G A E C  r e s t s  w i t h  t h e  M e m b e r 
S t a te  s i n ce  t h e  s p e c i f i c  c h a r a c te r i s t i c s  o f 
the areas  concerned need to  be taken into 
a cco u n t .  Co n s e q u e n t l y,  w h e t h e r  t h e  l a n d 
i s  i n  G A E C  o r  n o t  d e p e n d s  o f  t h e  d e f i n i -
t ion set  up by  the M ember  State  and does 
not  necessar i ly  entai l  an  intensive  ac t iv i t y 
f rom the farmer.

When farmers  are  not  respec t ing the rules, 
f o r  e x a m p l e  n o t  c a r r y i n g  o u t  t h e  m i n i -
m u m  a c t i v i t y  r e q u i r e d ,  t h e  e l i g i b i l i t y  fo r 
a n  S P S  p ay m e n t  o n  t h e  c o n c e r n e d  p a rc e l 
is  quest ion ed and where appropr iate  Mem-
ber  States  must  apply  reduc t ions  or  exclu -
s i o n  o n  t h i s  p a r c e l .  M o r e o v e r  t h e  b r e a c h 
o f  G A E C  r u l e s  e nt a i l s ,  w h e re  a p p ro p r i ate , 
re d u c t i o n s  a n d  exc l u s i o n s  o f  a l l  C A P  p ay -
m e n t s  r e c e i v e d  b y  t h e  f a r m e r  s u b j e c t  t o 
c ro s s - c o m p l i a n c e.  Th e  r i s k  fo r  t h e  f a r m e r 
is  therefore  not  moderate  but  s igni f icant . 
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B ox	4
B o t h  o b j e c t i ve s  o f  a g r i c u l t u r a l  c o n d i t i o n 
and environmental  condit ion under l ie  the 
G A E C  c o n c e p t .  T h e r e f o r e ,  t h e  d e f i n i t i o n 
o f  n a t i o n a l  s t a n d a r d s  b y  M e m b e r  S t a t e s 
does  not  necessar i ly  entai l  that  an ac t iv i t y 
a i m i n g  a t  m a i n t a i n i n g  o r  i n c r e a s i n g  t h e 
a g r i c u l t u r a l  p ro d u c t i o n  i s  e x p e c t e d  f ro m 
t h e  f a r m e r.  N a t i o n a l  G A E C  s t a n d a rd s  m ay 
solely  foresee prohibit ions  of  cer ta in  prac -
t i c e s  d e t r i m e n t a l  f o r  t h e  p u r p o s e  o f  t h e 
GAEC.

T h e  C o u r t  l i n k s  a l s o  t h e  q u e s t i o n  o f  e l i -
g i b l e  a re a s  t o  t h e  q u e s t i o n  o f  ‘a c t i ve  f a r-
mer ’.  I n  the discuss ion on the future  of  the 
C A P  i t  i s  c o n s i d e r e d  t o  d e f i n e  t h e  a c t i v e 
farmer  with  a  v iew to  achieve a  better  tar-
get ing of  the a id.

B ox	4	—	Spanish	example
Quest ions concerning el igibi l i ty  of  wood ed 
and rock y  mounta in  graz ing land are  pur -
s u e d  i n  t h e  c o n t e x t  o f  t h e  c l e a r a n c e  o f 
accounts.

Joint 	reply 	to 	the	t wo	I tal ian	examples
T h e  I t a l i a n  a u t h o r i t i e s  h a v e  u n d e r  t a k e n 
t o  u p d a t e  t h e i r  L P I S  a n d  t o  r e v i e w  t h e 
p r o - r a t a  d i s t r i b u t i o n .  Fu r t h e r m o r e ,  i t  i s 
f o r e s e e n  t h a t  u n d u e  p a y m e n t s  w i l l  b e 
re  covered in  accordance with Ar t ic le  80 of 
Commission Regulat ion (EC )  No 1122/2009. 
S i m i l a r  c a s e s  h ave  b e e n  i d e nt i f i e d  d u r i n g 
Commiss ion audits  and are  fo l lowed up in 
the contex t  of  the c learance of  accounts.

B ox	4	—	French	example
T h e  e l i g i b i l i t y  i s s u e s  r e f e r r e d  t o  b y  t h e 
C o u r t  a r e  p u r s u e d  i n  t h e  c o n t e x t  o f  t h e 
c learance of  accounts.

38.
Cer ta in  ac t iv i t ies  fa l l ing outs ide the direc t 
s c o p e  o f  ‘a g r i c u l t u r a l  a c t i v i t i e s ’ a r e  f u l l y 
c o m p a t i b l e  w i t h  a g r i c u l t u r e  a n d  s h o u l d 
n o t  l e a d  t o  t h e  i n e l i g i b i l i t y  o f  t h e  a r e a . 
This  concerns  for  instance temporar y  spor -
t i n g  a c t i v i t i e s .  Th e  i m p l e m e nt i n g  r u l e s  i n 
A r t i c l e  9  o f  C o m m i s s i o n  R e g u l a t i o n  ( E C ) 
No 1120/2009 set  c lear  objec t ives  and give 
guidance to  the  M ember  States  on how to 
def ine the detai led cr i ter ia  for  this  ru le.

39.
T h e  p r i n c i p l e  o f  c o n s o l i d a t i o n ,  a s 
d e  s c r i b e d  i n  A r t i c l e  7  a n d  r e c i t a l  6  o f 
Co m m i s s i o n  R e g u l at i o n  ( E C )  N o  7 9 5 / 2 0 0 4 
and current ly  in  Ar t ic le  18  and rec i ta l  8  of 
Commission Regulat ion (EC )  No 1120/2009, 
s t a t e s  t h a t  w h e n  a  f a r m e r  h a s  fe we r  h e c -
t a r e s  t h a n  e n t i t l e m e n t s  h e  c a n  a p p l y , 
u n d e r  c e r t a i n  c o n d i t i o n s ,  f o r  c o n s o l i d a -
t i o n .  I n  t h a t  c a s e  h e  h a s  t o  r e t u r n  a l l  h i s 
e n t i t l e m e n t s  t o  t h e  n a t i o n a l  r e s e r v e  a n d 
w i l l  g e t  i n  r e t u r n  e n t i t l e m e n t s  f r o m  t h e 
n a t i o n a l  r e s e r v e  t h a t  c o r r e s p o n d  t o  t h e 
t o t a l  v a l u e .  T h e  f a r m e r  h a s  t o  d e c l a r e  a l l 
hec tares  at  the  t ime of  the  request ,  which 
he wi l l  have to  keep in  GAEC.

The cases  ment ioned by the Cour t  sui t  the 
o b j e c t i ve s  o f  c o n s o l i d a t i o n  fo r  t h o s e  f a r -
m e r s  u n d e rg o i n g  t h e  e f fe c t s  o f  a ny  i nte r -
v e n t i o n ,  n a m e l y  t o  p r o t e c t  t h e i r  i n c o m e 
level .

40.
T h e  Co m m i s s i o n  h a s  o n l y  a c c e p t e d  c a s e s 
o f  c o n s o l i d a t i o n  c o v e r e d  b y  t h e  l e g i s l a -
t ion.  This  issue is  pursued in  the contex t  of 
the c learance of  accounts.
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B ox	5
See Commiss ion reply  to  point  40.

41.
I n  g e n e r a l  t h e  c o n s o l i d a t i o n  p r o v i s i o n s 
are  appl icable  to  s i tuat ions  where the far -
m e r  h a s  l o s t  l a n d  d u e  to  va r i o u s  j u s t i f i e d 
reasons  (a  restruc tur ing or  a  development 
programme) and which would in  case of  no 
c o n s o l i d a t i o n  a f f e c t  h i s  i n c o m e  s u p p o r t 
n e g a t i ve l y.  Th e  t o o l  t o  m a i n t a i n  t h e  s u p -
p o r t  l e ve l  o f  t h e  f a r m e r  i s  t h e  c o n s o l i d a -
t ion of  the payment ent i t lements  s ince the 
suppor t  i s  pa id  in  respec t  of  the  payment 
ent i t lements  and not  for  the area as  such. 

T h e  c o n s o l i d a t i o n  s h o u l d  n o t  a f f e c t  t h e 
p o s s i b i l i t y  o f  n e i g h b o u r i n g  f a r m e r s  t o 
r e c e i v e  a n d  a c t i v a t e  e n t i t l e m e n t s  f o l -
l o w i n g  t h e  r u l e s  a p p l i c a b l e  i n  a  g i v e n 
Member  State.

I t  r e m a i n s  h o w e v e r  t h e  r e s p o n s i b i l i t y  o f 
t h e  M e m b e r  S t a t e s  t o  e n s u r e  t h e  r i g h t 
appl icat ion of  the rules.

F o r  h o l d i n g s  r e c e i v i n g  C A P  p a y m e n t s , 
t h e  a re a  w h i c h  i s  n o t  u s e d  fo r  a c t i v a t i n g 
p a y m e n t  e n t i t l e m e n t s  i s  a l s o  i n  a ny  c a s e 
c o v e r  e d  b y  G A E C  o b l i g a t i o n s ,  t h e r e f o r e 
prevent ing land abandonment.

I s s u e s  o f  c o n s o l i d a t i o n  ( o t h e r  t h a n  t h e 
one refer red to  in  Ar t ic le  7  of  Commiss ion 
Regulat ion (EC )  No 795/2004 and current ly 
i n  A r t i c l e  1 8  o f  C o m m i s s i o n  R e g u l a t i o n 
( E C )  N o  1 1 2 0 / 2 0 0 9 )  d u r i n g  t h e  a l l o c a -
t i o n  o f  p a y m e n t  e n t i t l e m e n t s  h a v e  b e e n 
a u d i t  e d  a n d  a re  fo l l owe d  u p  i n  t h e  c l e a r-
ance of  accounts  procedure.  Financia l  cor -
rec t ions  are  proposed.

42.
T h e  i n d i v i d u a l  l e v e l  o f  d e c o u p l e d  d i r e c t 
s u p p o r t  t h a t  f a r m e r s  re c e i ve  i n  t h e  E U  i s 
b a s e d  o n  p r o d u c t i o n  a n d  s u p p o r t  l e v e l s 
dur ing a  h istor ic  reference per iod.  Hence, 
the current  distr ibut ion of  direc t  payments 
b e t w e e n  f a r m s  i s  a  r e f l e c t i o n  o f  t h e  f a c t 
that  agr icultural  land and agr icultural  pro -
duc t ion are  not  shared equal ly  among the 
farms in  the EU.

H owe ve r,  a s  t h e  re fe re n ce  p e r i o d  fo r  c u r-
r e n t  s u p p o r t  i s  g e t t i n g  m o r e  d i s t a n t ,  i t 
b e c o m e s  m o r e  d i f f i c u l t  t o  j u s t i f y  a n d  a 
r e d i s t r i b u t i o n  o f  s u p p o r t  b e t w e e n  M e m -
ber  States  and bet ween farmers  should be 
c o n s i d e re d.  T h i s  h a s  b e e n  a c k n o w l e d g e d 
i n  t h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
a n d  w i l l  b e  f u r t h e r  e x a m i n e d ,  a s  w e l l  a s 
t h e  p o s s i b i l i t y  o f  i n t r o d u c i n g  a  s p e c i f i c 
scheme for  smal l  farmers.

43.
O n e  o f  t h e  a i m s  o f  d i r e c t  p a y m e n t s  i s  t o 
p r o v i d e  a  b a s i c  i n c o m e  s u p p o r t  t o  f a r m s 
( S P S  r e p r e s e n t s  a b o u t  4 5   %  o f  f a r m e r s ' 
agr icultural  income)  and thus  to  keep sus-
t a i n a b l e  f a r m i n g  i n  p l a ce  t h ro u g h o u t  t h e 
E U .  I n d e e d  t h e  e n t r e p r e n e u r i a l  i n c o m e 
per  wor ker  employed in  agr icul ture  in  the 
EU-27 was  est imated to  be around 58 % of 
the EU average wage in  2008.

T h e  Co u r t  n o t e s  t h a t  S P S  i s  p a i d  t o  p a r t -
t i m e  f a r m e r s ,  p a r t  o f  w h o s e  i n c o m e  d o e s 
not  come f rom farming ac t iv i t y.  M ore pre -
c isely,  the SPS is  l inked to farming and not 
to  the level  of  household income.  Divers i -
f icat ion of  ac t iv i t ies  i s  a  va luable  a l ter na -
t ive to l imited growth oppor tunit ies  within 
t h e  f a r m  s e c t o r  a n d  c o n t r i b u t e s  t o  m a i n-
ta ining farming in  areas  where agr iculture 
is  socia l ly  and environmental ly  valuable.
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44.
T h e  n e e d  f o r  b a s i c  i n c o m e  s u p p o r t  o f 
‘ l a r g e  f a r m s ’ s h o u l d  n o t  b e  c o n s i d e r e d 
t o  b e  s y s t e m a t i c a l l y  l o w e r  t h a n  t h o s e  o f 
other  farms as  income in  general  depends 
strongly  on t ypes  of  produc t ion,  input  and 
output  costs,  farm labour,  etc. 

I n  a d d i t i o n ,  S P S  i s  p a i d  o n  t h e  b a s i s  o f 
e nt i t l e m e nt s  assoc iated with  the  equiva -
l e n t  n u m b e r  o f  e l i g i b l e  h e c t a r e s .  T h e i r 
v a l u e  a n d  n u m b e r  we re  c a l c u l a te d,  u s i n g 
h i s t o r i c a l  r e f e r e n c e s  o f  p r o d u c t i o n  a n d 
s u r f a c e s  ( f o r  t h e  l a t t e r  i n  t h e  h i s t o r i c 
model  only)  so  as  to  ensure a  smooth tran-
s i t ion towards  decoupl ing. 

N e v e r t h e l e s s ,  t h e  i s s u e  o f  d i s t r i b u t i o n 
b e t w e e n  l a r g e s t  a n d  s m a l l e s t  f a r m s  h a s 
b e e n  r a i s e d  s e v e r a l  t i m e s  a n d  i t  w a s 
assessed dur ing the Health Check in  2008 7. 
T h e  C o m m i s s i o n  p r o p o s e d  a  p r o g r e s s i v e 
m o d u l a t i o n  o f  d i r e c t  p a y m e n t s  w h i c h 
w o u l d  h a v e  r e d u c e d  p a y m e n t s  b e l o w 
1 0 0   0 0 0  e u r o  b y  8   % ,  p a y m e n t s  b e l o w 
2 0 0   0 0 0  e u r o  b y  1 1 % ,  p a y m e n t s  b e l o w 
300 000 euro by 13 % and payments  above 
3 0 0   0 0 0  e u r o  b y  1 7   %  ( f i g u r e s  f o r  2 0 1 2 ) . 
T h e  Co u n c i l  f i n a l l y  o p t e d  fo r  a  re d u c t i o n 
of  10   % in  a l l  payments  and an  addit ion a l 
r e d u c t i o n  o f  4   %  f o r  s u p p o r t  a b o v e 
3 0 0   0 0 0  e u r o .  I n  t h e  c o m m u n i c a t i o n  o n 
the future CAP the Commiss ion announced 
t h at  i t  w i l l  a s s e s s  t h e  p o s s i b i l i t y  o f  i nt ro -
ducing a  speci f ic  scheme for  smal l  farmers 
a n d  t h e  c a p p i n g  o f  p a y m e n t s  o f  l a r g e s t 
benef ic iar ies. 

7 Communication from the Commission to the European 

Parliament and the Council ‘Preparing for the ‘Health Check’ of 

the CAP reform’ of 20.11.2007, COM(2007) 722 final, p. 5: ‘(…) if a 

solution is to be found, it would be in a model where the support 

level is gradually reduced as overall payments to the individual 

farmer increase, while retaining some support even at high overall 

payment levels (by way of example: payments above 100 000 euro 

reduced by 10 %, above 200 000 euro reduced by 25 %, and above 

300 000 by 45 %)’.

45.
T h e  i n d i v i d u a l  l e v e l  o f  d e c o u p l e d  d i r e c t 
s u p p o r t  t h a t  f a r m e r s  r e c e i v e  i n  t h e  E U  i s 
b a s e d  o n  p r o d u c t i o n  a n d  s u p p o r t  l e v e l s 
dur ing a  histor ic  reference per iod.  This  was 
c r u c i a l  f o r  b e i n g  a b l e  t o  m o v e  t o  a l m o s t 
f u l l  d e c o u p l i n g  o f  d i r e c t  s u p p o r t  w i t h i n 
only  a  few years.  Hence,  the current  distr i -
b u t i o n  o f  d i re c t  p ay m e nt s  b e t we e n  f a r m s 
i s  a  ref lec t ion of  the  fac t  that  agr icul tura l 
l a n d  a n d  a g r i c u l t u r a l  p r o d u c t i o n  a r e  n o t 
shared equal ly  among the farms in  the EU.

T h e  i s s u e  o f  re d i s t r i b u t i o n  o f  d i re c t  s u p -
p o r t  b e t we e n  f a r m e r s  a n d  M e m b e r  St ate s 
—  a c c o r d i n g  t o  i t s  o b j e c t i v e s  o f  b a s i c 
income suppor t  and bas ic  suppor t  to  pro -
vis ion of  publ ic  goods — wi l l  be addressed 
i n  t h e  c o n s i d e r a t i o n s  o n  t h e  f u t u r e  C A P. 
This  impl ies  a lso  ref lec t ions  on a  poss ib le 
c a p p i n g  o f  h i g h  s u p p o r t  a m o u n t s  a s  we l l 
a s  t h e  p o s s i b i l i t y  o f  g r a n t i n g  a  s p e c i f i c 
suppor t  to  smal l  farmers. 

46.
The current  distr ibut ion of  direc t  payments 
a m o n g  f a r m s  i s  s i m p l y  a  re f l e c t i o n  o f  t h e 
fac t  that  agr icultura l  land and agr icultura l 
p ro d u c t i o n  a re  n o t  s h a re d  e q u a l l y  a m o n g 
t h e  f a r m s  i n  t h e  E U.  T h i s  f a c t  o b v i o u s l y 
does  not  change with the introduc t ion of  a 
f lat- rate  per  hec tare  model  which,  in  addi -
t i o n ,  d o e s  n o t  m i r r o r  t h e  f a c t  t h a t  f a r m s 
f a c e  ve r y  d i f fe re n t  e c o n o m i c  a n d  n a t u r a l 
condit ions  across  the EU.

T h e  o n l y  w a y  t o  h a v e  a n  e q u a l  s h a r e  o f 
d i rec t  payments  among farms would be to 
give the same direc t  payment  to  each farm 
( i n  t h i s  c a s e  a  f a r m  o f  2  h e c t a r e s  w o u l d 
receive the same payment  as  a  farm of  400 
hec tares  whatever  the labour,  t ypes of  pro-
duc t ion,  farm income,  etc. ) . 
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I t  i s  h o w e v e r  a c k n o w l e d g e d  t h a t ,  a s 
adjustments  of  a l l  sec tors  have taken place 
and as  12 more Member  States  have jo ined 
t h e  E u r o p e a n  U n i o n  w i t h  a  s u b s t a n t i a l l y 
d i f fe re nt  p ro d u c t i o n  a n d  s u p p o r t  h i s to r y, 
t h e  d i f f e r e n c e s  i n  s u p p o r t  l e v e l s  c a n n o t 
be just i f ied in  the long term.  This  i s  one of 
the reasons why the issue of  redistr ibut ion 
is  a  core  issue for  the future  of  the CAP. 

B ox	6	
S e e  Co m m i s s i o n  re p l i e s  t o  p o i n t s  4 5  a n d 
46.

47.–48.
T h e  C o u r t  n o t e s  t h a t  t h e r e  i s  a  c o n c e n -
t r a t i o n  o f  s u p p o r t  o n  a  s m a l l  n u m b e r 
o f  f a r m e r s .  A s  a l r e a d y  m e n t i o n e d  i n  t h e 
C o m m i s s i o n  r e p l y  t o  p o i n t  4 4 ,  t h i s  i s s u e 
w a s  a s s e s s e d  d u r i n g  t h e  H e a l t h  C h e c k  i n 
2 0 0 8 .  T h e  C o m m i s s i o n  h a s  a n n o u n c e d  i n 
the communicat ion on the future  CAP that 
i t  w i l l  a s s e s s  o n c e  a g a i n  t h e  c a p p i n g  o f 
payments  of  la rgest  benef ic iar ies  and the 
introduc t ion of  a  speci f ic  scheme for  smal l 
farmers.

51.
T h e r e  i s  n o  q u a n t i f i e d  l i n k  b e t w e e n  S P S 
s u p p o r t  a n d  c o s t s  i n c u r r e d  i n  r e s p e c -
t ing  good agr icu l tura l  and envi ronmenta l 
condit ions.  H istor ical  references  have thus 
b e e n  u s e d  t o  d e t e r m i n e  t h e  l e v e l  o f  a i d . 
Th e  S P S  i s  a n  a re a - b a s e d  p ay m e n t  w h o s e 
main  objec t ive  i s  to  provide  bas ic  income 
s u p p o r t .  T h r o u g h  t h e  o b l i g a t i o n  t o  k e e p 
l a n d  i n  G A E C ,  t h e  S P S  c o n t r i b u t e s  t o  t h e 
p ro te c t i o n  o f  n a t u r a l  re s o u rce s  t h u s  p ro -
v id ing the  bas is  for  the  del iver y  of  publ ic 
g o o d s  t h ro u g h  a gr i c u l t u re .  Th i s  h a s  b e e n 
noted in  par t icu lar  in  the  s tudy  on publ ic 
goods  of  the  I nst i tute  for  European Envir -
onmental  Pol ic y  ( IEEP) 8. 

8 See footnote 3.

T h e  i s s u e  o f  c o s t s  f o r  f a r m e r s  o f  c o m -
p l i a n c e  w i t h  l e g i s l a t i o n  o n  e nv i r o n m e n t , 
f o o d  s a f e t y  a n d  a n i m a l  w e l f a r e  i s  o f t e n 
 r a i s e d,  a n d  a  s t u d y  a s s e s s i n g  t h e s e  c o s t s 
h a s  b e e n  re q u e s te d  by  t h e  Eu ro p e a n  Pa r -
l i a m e n t  a n d  i s  u n d e r  w a y.  H o w e v e r,  t h e 
l e v e l  o f  t h e  S P S  i s  i n d e p e n d e n t  o f  t h e s e 
costs  as  i t  should not  compensate  farmers 
f o r  r e s p e c t i n g  t h e  l a w  a n d  m u s t  r e m a i n 
‘green box ’ compatible. 

The communicat ion on the future CAP out-
l i n e s  t h e  i n t e n t i o n  o f  t h e  Co m m i s s i o n  t o 
assess  poss ibi l i t ies  for  a  fur ther  ‘greening’ 
of  the f i rst  p i l lar.

52.
The reduc t ions  la id  down in  the EU legis la-
t ion for  the cross- compliance system range 
i n  p r i n c i p l e  f r o m  1 %  t o  1 0 0 % ,  w h i c h  i s 
n o t  n e g l i g i b l e .  Th e  f a r m s  a re  s e l e c te d  fo r 
c h e c k i n g  o n  a  r i s k  b a s i s ,  w h i c h  i n c re a s e s 
t h e  e f f i c i e n c y  o f  t h e  s a m p l i n g.  T h e  Co m -
m i s s i o n  a u d i t s  t h e  i m p l e m e nt at i o n  o f  t h e 
c r o s s - c o m p l i a n c e  s y s t e m  b y  t h e  M e m b e r 
S t a t e s  a n d  fo l l o w s  u p  we a k n e s s e s  fo u n d, 
s u c h  a s  i n c o r r e c t  a p p l i c a t i o n  o f  r e d u c -
t ions,  under  the c learance of  accounts  pro -
cedure.

53.
T h e  l i n k  b e t w e e n  d i r e c t  p a y m e n t s  a n d 
c r o s s - c o m p l i a n c e  c o n d i t i o n s  c o n t r i b u t e s 
t o  t h e  p r o v i s i o n  o f  b a s i c  p u b l i c  g o o d s 
b y  a g r i c u l t u r e .  S P S  i n c o m e  s u p p o r t  a l s o 
c o n t r i b u t e s  t o  t h e  m a i n t e n a n c e  o f  a 
v ibrant  agr icultura l  sec tor  throughout  the 
EU.  I ndeed this  i s  par t icular ly  shown in  the 
study on publ ic  goods of  the IEEP 9.

9 See footnote 3.
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54.
The basic  pr inciple  of  a l l  SPS models  is  the 
s a m e :  d e co u p l i n g.  Th e  l e ve l  o f  d i s c re t i o n 
g i v e n  t o  M e m b e r  S t a t e s  a s  r e g a r d s  t h e 
a l l o c a t i o n  o f  e n t i t l e m e n t s  i s  j u s t i f i e d  b y 
t h e  d i ve r s i t y  o f  n a t i o n a l  o r  re g i o n a l  s p e -
c i f i c i t i e s  a n d  b y  t h e  n e c e s s i t y  t o  f a c i l i -
tate  the  way for ward towards  decoupl ing. 
M ember  States  have  assessed the  speci f ic 
s i t u a t i o n  i n  t h e i r  a g r i c u l t u r a l  s e c t o r  a n d 
se lec ted the  SPS model  they  deem appro -
p r i ate  to  b e t te r  i m p l e m e nt  d e co u p l i n g  i n 
v iew of  a  v iable  agr iculture.

T h i s  b e i n g  s a i d ,  t h e  n u m b e r  o f  m o d e l s 
i s  a c t u a l l y  l i m i t e d .  A s  a  r e s u l t  o f  c h o i c e s 
m a d e  i n  t h e  C o u n c i l  b y  M e m b e r  S t a t e s 
w h i c h  w a n t e d  t o  h a v e  a  l a r g e  c h o i c e 
o f  o p t i o n s  a n d  e x c e p t i o n s  i n  p a r t i c u -
l a r  a s  r e g a r d s  d e g r e e  o f  d e c o u p l i n g , 
t h e re  i s  a  v a r i e t y  i n  i m p l e m e n t a t i o n ,  b u t 
t h i s  c o n c e r n s  v a r i a t i o n s  a n d  n o t  d i f f e -
r e n t  m o d e l s .  C o u n c i l  R e g u l a t i o n  ( E C )  N o 
73/2009 concer ning the  Heal th  Check  has 
int roduced fur ther  decoupl ing of  prac t ic -
a l l y  a l l  s c h e m e s  a n d  h a s  g i ve n  t h e  p o s s i -
b i l i t y  t o  M e m b e r  S t a t e s  t o  s t e e r  t o w a r d s 
f l a t te r  ra te s  a n d  a  m o re  re gi o n a l i s e d  s ys-
t e m .  T h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e 
C A P  a n n o u n ce d  t h a t  t h e  Co m m i s s i o n  w i l l 
a s s e s s  f u r t h e r  c h a n g e s  t o w a r d s  a  f l a t t e r 
rate  of  payment.

57.
The choice of  implementing model  and the 
s c o p e  fo r  p a r t i a l  d e c o u p l i n g  a re  t wo  d i f -
ferent  i ssues.  The choice  of  implement ing 
model  i s  less  s igni f icant  for  s impl i f icat ion 
than the rate  of  decoupl ing. 

T h e  d i s c r e t i o n  w i t h  r e g a r d  t o  i m p l e m e n -
t at i o n  g i ve n  to  t h e  M e m b e r  S t ate s  by  t h e 
C o u n c i l  r e g u l a t i o n  d o e s  n o t  c o m p l i c a t e 
t h e  i m p l e m e n t a t i o n  i n  a  g i v e n  M e m b e r 
State  but  on the contrar y  gives  that  M em -
ber  State  the f lex ibi l i t y  to  choose the most 
appropr iate  model . 

S i m p l i f i c a t i o n  o b t a i n e d  b y  d e c o u p l i n g 
s h o u l d  b e  c o m p a r e d  a g a i n s t  t h e  s i t u a -
t ion which existed before  the introduc t ion 
o f  t h e  S P S .  T h e  f a c t  t h a t  m o s t  s c h e m e s 
were  decoupled and merged into  the  SPS , 
m e a n i n g  c l a i m s  a re  n ow  m a d e  i n  a  s i n g l e 
appl icat ion,  i s  in  i tse l f  a  s impl i f icat ion.

Fu r t h e r  d e c o u p l i n g  a n d  o t h e r  e l e m e n t s 
o f  s i m p l i f i c a t i o n  h ave  b e e n  p u r s u e d  w i t h 
t h e  H e a l t h  C h e c k  a n d  t h e  p ro ce s s  o f  s i m -
p l i f y i n g  t h e  C A P  w i l l  b e  c o n t i n u e d  i n  t h e 
f r a m e w o r k  o f  t h e  d i s c u s s i o n  o n  t h e  C A P 
post-2013.

58.
T h e  Co m m i s s i o n  d o e s  n o t  a g re e  t h a t  S P S 
i s  a  p o o r l y  t a r g e t e d  m e t h o d  t o  p r o v i d e 
i n co m e  s u p p o r t .  Th e  i s s u e  o f  t a rg e t i n g  i s 
n o t  l i n k e d  t o  t h e  d i f fe re n t  i m p l e m e n t i n g 
opt ions.

The level  of  decoupled direc t  suppor t  that 
far mers  receive  in  the  EU is  based on pro -
d u c t i o n  a n d  s u p p o r t  l e v e l s  d u r i n g  a  h i s -
tor ic  reference per iod or  in  the case of  the 
regional  model  on the areas  on a  histor ical 
re fe re n c e  d a t e .  H e n c e,  t h e  c u r re n t  d i s t r i -
b u t i o n  o f  d i re c t  p ay m e nt s  b e t we e n  f a r m s 
is  s imply  a  ref lec t ion of  the  fac t  that  agr i-
c u l t u r a l  l a n d  a n d  a gr i c u l t u r a l  p ro d u c t i o n 
a r e  n o t  s h a r e d  e q u a l l y  a m o n g  t h e  f a r m s 
i n  t h e  E U.  Th i s  s i t u a t i o n  d o e s  n o t  c h a n g e 
the fac t  that  the SPS has  a l ready proven i ts 
ef fec t iveness  as  a  method to  provide basic 
income suppor t . 
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Never theless,  as  regards  the issue of  redis-
t r ibut ion of  suppor t  bet ween far mers  and 
M e m b e r  S t a t e s ,  i t  i s  c o n s i d e r e d  t h a t  a n 
improved dist r ibut ion should be achieved 
in  the future  CAP,  thus  a lso  improving the 
target ing.

59.–62.	
I t  i s  the pr inciple  of  the SPS that  payments 
are  based on h is tor ic  re ferences.  Th is  was 
a  c r u c i a l  e l e m e n t  fo r  b e i n g  a b l e  t o  m o ve 
to a lmost  ful l  decoupl ing of  di rec t  suppor t 
w i t h i n  o n l y  a  fe w  ye a r s .  Th e  b a s i c  i n co m e 
suppor t  in  a  decoupled system contr ibutes 
t o  s t a b i l i s e  t h e  f a r m e r s '  i n c o m e  w h i l e 
a l l o w i n g  t h e m  t o  m a k e  p r o d u c t i o n  d e c i -
s i o n s  o n  t h e  b a s i s  o f  t h e  m a r k e t  d e m a n d. 
T h i s  m a r k e t  o r i e n t a t i o n  m e a n s  t h a t  p r o -
d u c t i o n  c h o i c e s  r e p l y  t o  t h e  d e m a n d  o f 
the consumers.

To mainta in  the  mar ket  or ientat ion of  far-
m e r s  i t  i s  n o t  p o s s i b l e  to  g o  b a c k  to  p re -
v i o u s  s u p p o r t  s c h e m e s  b a s e d  o n  m a r k e t 
and produc t ion suppor t . 

T h e  E U  M e m b e r  S t a t e s  a n d  t h e  C o m m i s -
s i o n  c o m m i t t e d  t h e m s e l v e s  d u r i n g  t h e 
adoption of  the Health Check to review the 
a l locat ion and levels  of  suppor t .

This  has  been taken up in  the communica-
t ion on the future  CAP:  i t  i s  ack nowledged 
that  the just i f icat ion for  the di f ferent  sup -
p o r t  l e ve l s  i s  g e t t i n g  we a k e r  a s  t h e  re fe r -
ence per iods  are  gett ing more distant .  The 
redistr ibut ion of  suppor t  bet ween Member 
States  and farmers  is  therefore a  core issue 
fo r  t h e  f u t u r e  o f  t h e  C A P  a n d  r e f l e c t i o n s 
regarding re levant  cr i ter ia  for  such real lo -
cat ion are  ongoing.  An impac t  assessment 
i s  c u r r e n t l y  b e i n g  c a r r i e d  o u t  o n  t h e s e 
issues.

63.
Tr a d a b i l i t y  o f  e n t i t l e m e n t s  i s  a  k e y  e l e -
m e n t  o f  t h e  S P S .  Fu r t h e r m o r e ,  t o  r e f l e c t 
t h e  d e c o u p l e d  c h a r a c t e r  o f  t h e  s c h e m e , 
there  is  no requirement  to  l ink  the ent i t le -
ments  to cer tain areas.  Regional  restr ic t ion 
of  the t ransfer  of  ent i t lements  is  therefore 
n o t  a  co m p u l s o r y  p rov i s i o n  e ve n  i f  M e m -
ber  States  have the poss ibi l i t y  to  make use 
of  i t .

64.
Fa r m e r s  c a n  a c q u i r e  a d d i t i o n a l  p a y m e n t 
ent i t lements  f rom other  farmers.  However, 
t o  i n c r e a s e  t h e i r  l e v e l  o f  a i d ,  t h e y  m u s t 
h a v e  a d d i t i o n a l  p a r c e l s  o f  e l i g i b l e  a g r i -
cultura l  areas  in  order  to  get  the payment 
f rom the addit ional  ent i t lements.

66.
S e e  Co m m i s s i o n  re p l i e s  t o  p o i n t s  6 3  a n d 
64.

Pa y m e n t  e n t i t l e m e n t s  c a n  o n l y  b e  a c t i -
vated on e l igib le  hec tares.  This  impl ies  as 
a  minimum that  the  far mer  ac t ivat ing the 
e n t i t l e m e n t s  m a i n t a i n  t h e  a r e a  i n  G A E C . 
Th e  d e c i s i o n  o f  t h e  f a r m e r  o n  w h e t h e r  to 
c o n t i n u e  a g r i c u l t u r a l  p r o d u c t i o n  o n  t h e 
e l i g i b l e  h e c t a r e s  o r  s i m p l y  m a i n t a i n  t h e 
a r e a  i n  G A E C  s h o u l d  b e  a  r e s u l t  o f  t h e 
c o n d i t i o n s  o f  t h e  m a r k e t  a n d  n o t  o f  t h e 
suppor t .

For  decoupl ing to  be W TO ‘green box ’ com-
pat ible  suppor t  must  not  be l inked to  pro -
duc t ion fac tors. 
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67.
A s  m e n t i o n e d  a b o v e  i t  i s  n o t  p o s s i b l e  i n 
a  decoupled system to  l ink  the suppor t  to 
produc t ion fac tors. 

T h e  e l i g i b i l i t y  r u l e s  o f  S P S  s h o u l d  i n  a ny 
e v e n t  b e  r e s p e c t e d  ( i n  p a r t i c u l a r  t h o s e 
referred to  GAEC ) . 

B ox	7
R o u g h  gra z i n g  co n s t i t u te s  a  co n s i d e ra b l e 
par t  of  the total  area in  Scot land.  However, 
the  descr ibed s i tuat ion in  S cot land is  to  a 
large ex tent  the result  of  the choice  made 
by the Scott ish  author i t ies  not  to  l imit  the 
t ransfer  of  ent i t lements  bet ween regions.

Fu r t h e r m o r e ,  t h e  n u m b e r  o f  s h e e p  d o e s 
not  af fec t  suppor t  and is  a lso  not  an e l igi -
b i l i t y  c r i ter ion  for  the  areas.  I t  could  s im-
p l y  a f fe c t  d e n s i t y  o f  a n i m a l s  o n  t h e  p a s -
tures  used for  these  animals  and thus  the 
maintenance of  land in  GAEC.

I n  g e n e r a l ,  t h e  c o n d i t i o n s  s e t  o u t  i n  t h e 
t r a n s f e r / l e a s e  c o n t r a c t s  f o r  b o t h  a r e a s 
a n d  p a y m e n t  e n t i t l e m e n t s  a r e  e x p e c t e d 
to  re f l e c t  t h e  e co n o m i c  v a l u e  o f  t h e  l a n d 
and the ent i t lements  and hence the inter-
e s t s  o f  t h e  p e r s o n s  i nv o l v e d  i n  t h e  t r a n -
sac t ions. 

A s  r e g a r d s  t h e  d e f i n i t i o n  o f  n a t i o n a l 
s t a n d a r d s  f o r  G A E C  t h e s e  s h o u l d  r e f l e c t 
t h e  l o c a l  c h a r a c t e r i s t i c s  ( s e e  r e p l y  t o 
point  37) .

The Commiss ion is  look ing into  th is  s i tua-
t ion in  the contex t  of  the future  CAP.

A s  re g a rd s  t h e  I t a l i a n  e x a m p l e ,  t h e  Co m -
m i s s i o n  c o n s i d e r s  t h a t  t h e  c a l c u l a t i o n 
i s  b a s e d  o n  a s s u m p t i o n s  w h i c h  m a y  n o t 
o c c u r.  Fu r t h e r m o r e  t h e  b e n e f i c i a r y  w i l l 
h a v e  t o  m e e t  t h e  p a y m e n t  r e q u i r e m e n t s 
on a  year ly  bas is .

68.
T h e  C o u n c i l  c o n s i d e r e d  t h a t  f l e x i b i l i t y 
s h o u l d  b e  g i v e n  t o  M e m b e r  S t a t e s  t o 
consider,  in  accordance with  the pr inc iple 
of  subsidiar i t y  and their  speci f ic  economic 
real i t ies,  which are  the r ight  parameters  to 
b e  t a k e n  i n to  a cco u n t  fo r  t h e  a p p l i c a t i o n 
of  the poss ibi l i t y  referred to  by the Cour t . 

U n d e r  t h e  c u r r e n t  r u l e s  i t  i s  a  c l e a r  r e  -
quire  ment  that  payment  ent i t lements  only 
be ac t ivated with  the declarat ion of  a  cor-
responding number  of  e l igible  hec tares. 

69.
T h e  s o - c a l l e d  w i n d f a l l  p r o f i t  c l a u s e  t a r -
g e te d  t h e  s p e c i f i c  s i t u at i o n  w h e re  s a l e  o r 
lease took place af ter  the reference per iod 
w h e n  t h e  re fo r m  wa s  s t i l l  n o t  k n ow n ,  a n d 
where a  se l ler  of  a  holding could therefore 
p o t e n t i a l l y  b e n e f i t  f r o m  s e l l i n g  p r o d u c -
t ion units  at  a  pr ice  set  without  the  buyer 
being aware of  the decoupl ing of  the sup -
por t . 

O n c e  t h e  d e c o u p l i n g  w a s  k n o w n ,  t h e 
c o n d i t i o n s  a n d  p r i c e s  c o u l d  b e  a d a p t e d 
accordingly.

O f t e n  f a r m e r s  d e a l t  w i t h  t h i s  s i t u a t i o n 
d i r e c t l y  t h r o u g h  t h e  p r i v a t e  c o n t r a c t 
c l a u s e,  t h u s  avo i d i n g  a d m i n i s t r a t i ve  b u r -
d e n .  S e l l e r s / l e s s o r s  c o u l d  n o t  u s e  t h e 
e nt i t l e m e nt s  w i t h o u t  l a n d  a n d  h a d  h e n ce 
an incent ive  for  such contrac ts.

71.
There is  no legal  bas is  to  withdraw ent i t le -
m e n t s  f r o m  f a r m e r s  w h o  r e d u c e d  t h e i r 
ac t iv i t y  a f ter  15  M ay 2004.  Af ter  th is  date 
i t  h a s  b e e n  c o n s i d e r e d  t h a t  t h e  p a r t i e s 
co u l d  h ave  a l re a d y  k n ow n  t h e  co n d i t i o n s 
of  the  new system and could  therefore  be 
ex p e c te d  to  re f l e c t  t h e  d e co u p l i n g  i n  t h e 
market .
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72.
T h e  s i t u a t i o n  r e f e r r e d  t o  b y  t h e  C o u r t 
resul ts  f rom the  implement ing condit ions 
s e t  u p  at  n at i o n a l  l e ve l  l i n k e d  w i t h  M e m -
ber  States '  speci f ic i t ies. 

H o w e v e r  t h e  c o n d i t i o n s  o f  t h e  n e w  S P S 
were  not  k nown in  2002 and thus  far mers’ 
decis ions  at  that  t ime were not  inf luenced 
by the introduc t ion of  the new SPS.

A  C o m m i s s i o n  a u d i t  e n q u i r y  h a s  a l r e a d y 
r e s u l t e d  i n  f i n a n c i a l  c o r r e c t i o n s  a d d r e s -
s i n g  t h e  i s s u e  o f  w e a k n e s s e s  r e l a t e d  t o 
nat ional  reser ve a l locat ions 10.

73.
See Commiss ion reply  to  point  69. 

The intent ion of  the  windfa l l  prof i t  c lause 
i s  n o t  t o  u p d a t e  t h e  s u p p o r t  t o  c u r r e n t 
p r o d u c t i o n  l e v e l s .  I f  s u c h  a n  u p d a t e  w a s 
made poss ib le  the  suppor t  scheme would 
not  be decoupled.

74.
I n  a  d e co u p l e d  s u p p o r t  s c h e m e,  t h e  s u p -
p o r t  l e v e l  c a n n o t  b e  l i n k e d  t o  s p e c i f i c 
s e c t o r s  o r  s p e c i f i c  c u r r e n t  p r o d u c t i o n 
l e ve l s .  Th i s  wo u l d  n o t  b e  W TO  ‘gre e n  b ox ’ 
co m p l i a n t  a n d  i t  wo u l d  re d u ce  t h e  e f fe c -
t iveness  of  the  scheme as  an  income sup -
p o r t  m e c h a n i s m .  T h i s  a l s o  a p p l i e s  t o  t h e 
regional  model . 

10 Commission Decision 2010/399/EC of 15 July 2010 excluding 

from European Union financing certain expenditure incurred by 

the Member States under the Guarantee Section of the European 

Agricultural Guidance and Guarantee Fund (EAGGF), under the 

European Agricultural Guarantee Fund (EAGF) and under the 

European Agricultural Fund for Rural Development (EAFRD)  

(OJ L 184, 17.7.2010, p. 6).

Under  the SPS and in  par t icular  in  the his-
t o r i c  m o d e l ,  t h e  i n d i v i d u a l  s u p p o r t  l e ve l 
i s  b a s e d  o n  p a s t  p ro d u c t i o n  a n d  s u p p o r t 
levels  and this  is  a lso par t ly  the case in  the 
hybr id  model . 

As  re g a rd s  t h e  re d i s t r i b u t i o n  e f fe c t  m e n -
t i o n e d  b y  t h e  C o u r t  ‘ f r o m  t h o s e  a c t u a l l y 
farming and towards  landowners’,  i t  has  to 
be stressed again that  landowners  without 
a g r i c u l t u r a l  a c t i v i t y  a n d  n o n - f a r m e r s  a re 
not  e l igible  to  receive the payments.

I t  i s  h o w e v e r  r e c o g n i s e d  t h a t  j u s t i f i c a -
t i o n  o f  t h e  c u r re nt  d i s t r i b u t i o n  i s  g e t t i n g 
weak  er  as  the  reference  per iod gets  more 
distant .  Therefore,  the distr ibut ion should 
be reviewed as  proposed in  the communi-
cat ion on the future  CAP. 

75.
See Commiss ion reply  to  points  44 and 74.

T h e  e x a m p l e  u s e d  b y  t h e  Co u r t  o f  i n t e n -
s i ve  b o v i n e  f a r m e r s  w h o  wo u l d  re c e i ve  a 
r e d u c e d  s u p p o r t  c o m p a r e d  t o  p r e v i o u s 
c o u p l e d  p a y m e n t s  h a s  t o  b e  b a l a n c e d 
a g a i n s t  t h e  f a c t  t h a t  w i t h i n  t h e  s a m e 
region more ex tensive l ivestock farms with 
a  l a rg e  s h a re  o f  gra s s l a n d  b e n e f i te d  f ro m 
t h e  r e g i o n a l  m o d e l .  T h o s e  t w o  t y p e s  o f 
f a r m s  c o n t r i b u t e  t o  a  d i f fe r e n t  e x t e n t  t o 
the CAP objec t ives. 

H o w e v e r  a m o n g  E U - 1 5  M e m b e r  S t a t e s 
h a v i n g  c h o s e n  t h e  r e g i o n a l  m o d e l ,  a l l  o f 
them appl ied some par t  of  h istor ica l  indi -
v idual  references  for  the calculat ion of  the 
value of  ent i t lements.

R e g i o n a l  a n d  h i s t o r i c  m o d e l s  h a d  d i f f e -
r e n t  i m p l i c a t i o n s  fo r  e a c h  k i n d  o f  f a r m s . 
H o w e ve r  t h i s  s u b s i d i a r i t y  e l e m e n t  i n  t h e 
c h o i c e  o f  t h e  i m p l e m e n t i n g  m o d e l s  w a s 
d e e m e d  n e c e s s a r y  fo r  b e i n g  a b l e  t o  p a s s 
within  a  shor t  t ime - lapse  f rom coupled to 
decoupled payments.
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76.–77.
See Commiss ion reply  to  point  28.

The study on the func t ioning of  land mar-
k e t s  i n  t h e  E U  M e m b e r  S t a t e s  u n d e r  t h e 
i n f l u e n c e  o f  m e a s u r e s  a p p l i e d  u n d e r  t h e 
C A P 1 1 i n d i c ate s  t h at  i n  t h e o r y  f u l l  c a p i t a -
l i s a t i o n  o f  s u p p o r t  i n t o  l a n d  p r i c e s  i s  t o 
b e  e x p e c t e d  i n  t h e  S P S  m o d e l  ( h i g h e r  i n 
the regional  model ,  lower  in  the histor  ica l 
m o d e l ,  e s p e c i a l l y  i f  t h e r e  i s  a  l o t  o f  e l i -
gib le  land without  cor respondent  ent i t le -
m e n t s ) .  T h e  s a m e  s t u d y  i n d i c a t e s  a s  we l l 
that  among fac tors  inf luencing land pr ices, 
CAP subsidies  have a  more modest  impac t 
than other  fac tors.

T h i s  d o e s  n o t  n e c e s s a r i l y  m e a n  t h a t  t h e 
i n c r e a s e  i n  c a p i t a l i s a t i o n  i s  h i g h e r  t h a n 
under  former  coupled forms of  suppor t .

As  regards  the l ike ly  impac ts  on prof i tabi -
l i t y  o f  f a r m s  o f  ‘e x t e n s i o n  o f  re g i o n a l i s a -
t ion to  other  M ember  States’,  they have to 
b e  a s s e s s e d  to g e t h e r  w i t h  a l l  s o c i a l ,  e co -
nomic and environmental  impac ts.  This  has 
b e e n  s t a r t e d  i n  t h e  H e a l t h  C h e c k  i m p a c t 
a s s e s s m e n t  a n d  w i l l  b e  c o n t i n u e d  i n  t h e 
i m p a c t  a s s e s s m e nt  fo l l ow i n g  t h e  co m m u-
nicat ion on the future  CAP.

80.–81.
T h e  a l l o c a t i o n  o f  p a y m e n t  e n t i t l e m e n t s 
h a s  b e e n  s u b j e c t  t o  C o m m i s s i o n  a u d i t s 
a n d  s h o r t c o m i n g s  a r e  p u r s u e d  i n  t h e 
contex t  of  the c learance of  accounts.

11 Swinnen, J., Ciaian, P. and Kancs, D., ‘Study on the functioning 

of land markets in the EU Member States under the influence of 

measures applied under the common agricultural policy’, Brussels, 

2008.

82.
Enquir ies  were inst igated in  a l l  17  Member 
States  applying the SPS in  2007.  So far,  two 
M ember  States  have been subjec t  to  a  for-
mal  conformit y  c learance decis ion 12,  whi le 
the enquir ies  concerning three others  have 
b e e n  c l o s e d  w i t h o u t  c o r r e c t i o n .  I n  t h e 
other  12  M ember  States  the  nor mal  c lear-
ance of  accounts  procedures  are  ongoing.

83.
O n e  o f  t h e  m a i n  p u r p o s e s  o f  t h e  a r t i c l e 
i n  q u e s t i o n  (A r t i c l e  1 3 7  o f  Co u n c i l  R e g u -
l a t i o n  ( E C )  N o  7 3 / 2 0 0 9 )  i s  t o  r e d u c e  t h e 
l o n g -  s t a n d i n g  b u rd e n  fo r  a d m i n i s t rat i o n s 
a n d  f a r m e r s ,  a s  w e l l  a s  p r o v i d i n g  l e g a l 
c e r t a i n t y  fo r  f a r m e r s ,  a s  t h e  Co u r t  n o t e s . 
H owe ve r,  p a ra gra p h  2  o f  t h e  s a m e  a r t i c l e 
sets  l imits  to  the appl icat ion of  th is  provi -
s ion.  I n  addit ion,  paragraph 3  ensures  that 
n o n - c o n f o r m i t i e s  f o r  t h e  p e r i o d  b e f o r e 
2009 may st i l l  lead to f inancial  correc t ions.

12 Commission Decision 2009/721/EC of 24 September 2009 

excluding from Community financing certain expenditure 

incurred by the Member States under the Guarantee Section of 

the European Agricultural Guidance and Guarantee Fund (EAGGF), 

under the European Agricultural Guarantee Fund (EAGF) and under 

the European Agricultural Fund for Rural Development (EAFRD) 

(OJ L 257, 24.9.2009, p. 28); and Commission Decision 2010/399/EC 

of 15 July 2010 excluding from European Union financing certain 

expenditure incurred by the Member States under the Guarantee 

Section of the European Agricultural Guidance and Guarantee 

Fund (EAGGF), under the European Agricultural Guarantee Fund 

(EAGF) and under the European Agricultural Fund for Rural 

Development (EAFRD) (OJ L 184, 17.7.2010, p. 6).
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CONCLUSIONS	AND		
RECOMMENDATIONS

84.
Th e  S P S  h a s  p rove n  to  b e  a  ve r y  e f fe c t i ve 
t o o l  t o  g r a n t  b a s i c  i n c o m e  s u p p o r t  w h i l e 
a l l o w i n g  t h e  f a r m e r  t o  m a k e  p r o d u c t i o n 
d e c i s i o n s  o n  t h e  b a s i s  o f  m a r k e t  s i g n a l s . 
T h i s  i s  b e c a u s e  p a y m e n t s  a r e  d e c o u p l e d 
f rom produc t ion and do not  inter fere  with 
p r o d u c t i o n  d e c i s i o n s .  To  b e  e l i g i b l e  f o r 
payments ,  benef ic iar ies ,  parce ls  and ac t i -
v i t i e s  m u s t  m atc h  c l e a r  co n d i t i o n s  s e t  u p 
in  Counci l  regulat ions  that  are  compatible 
w i t h  W TO  r u l e s ,  i . e .  n o t  l i n k e d  w i t h  p r o -
duc t ion fac tors.

S u b s i d i a r i t y  i n  c h o o s i n g  i m p l e m e n t i n g 
m o d e l s  a s  w e l l  a s  t h e  u s e  t o  a  c e r t a i n 
ex tent  of  h istor ic  d istr ibut ion of  payments 
was  deemed necessar y  for  better  adapt ing 
t h e  s c h e m e  t o  n a t i o n a l / r e g i o n a l  c o n d i -
t i o n s  a n d  t o  b e  a b l e  t o  p a s s  w i t h i n  a  fe w 
years  f rom coupled to  decoupled suppor t . 

Th e  S P S  a l s o  co nt r i b u te s  to  t h e  p rov i s i o n 
o f  b a s i c  p u b l i c  g o o d s .  A s  r e g a r d s  e n v i -
ronmental  publ ic  goods,  the  l ink  bet ween 
the SPS and cross- compl iance is  of  crucia l 
i m p o r t a n c e .  E v e n  i f  t h e  S P S  a n d  c r o s s -
compl iance do not  replace exist ing EU and 
n a t i o n a l  e nv i ro n m e n t a l  l e gi s l a t i o n  w h i c h 
appl ies  to  farmers,  i t  i s  c lear  that  they help 
farmers  to  better  integrate  environmental 
concerns  in  their  ever yday management.

T h e  C o m m i s s i o n  i n t e n d s  t o  r e v i e w  a n d 
i m p r o v e  c e r t a i n  e l e m e n t s  o f  t h e  s u p p o r t 
s c h e m e  to  a d d  va l u e  a n d  q u a l i t y  i n  s p e n-
ding as  h ighl ighted in  the communicat ion 
o n  t h e  f u t u r e  C A P  w h i c h  c o v e r s  s o m e  o f 
t h e  i s s u e s  m e nt i o n e d  by  t h e  Co u r t :  re d i s -
t r i b u t i o n  o f  f u n d s  b e t w e e n  a n d  w i t h i n 
M e m b e r  S t a t e s ,  r e d e s i g n  ( e . g .  b y  e n h a n -
cing the environmental  per formance of  the 
CAP)  and better  target ing of  suppor t .

85.
The SPS is  a  decoupled scheme,  and hence 
t h e r e  i s  n o  p r o d u c t i o n  r e q u i r e m e n t . 
C o n s e q u e n t l y ,  a  f a r m e r  s h o u l d  n o t  b e 
considered as  having no agr icultural  ac t iv-
i t y  s imply  because he does  not  maintain  a 
cer ta in  produc t ion level . 

86.
T h e  d e f i n i t i o n  o f  e l i g i b l e  f a r m e r s  i s  c u r -
rent ly  under  scrut iny,  as  ment ioned in  the 
communicat ion on the future  CAP,  so  as  to 
achieve a  better  target ing of  the  SPS sup -
por t .

87.
Tr a d a b i l i t y  o f  e n t i t l e m e n t s  i s  a  k e y  e l e -
m e n t  o f  t h e  S P S .  Fu r t h e r m o r e ,  t o  r e f l e c t 
t h e  d e c o u p l e d  c h a r a c t e r  o f  t h e  s c h e m e , 
there  is  no requirement  to  l ink  the ent i t le -
m e n t s  t o  c e r t a i n  a r e a s .  B e n e f i c i a r i e s 
s h o u l d  h o we ve r  a l w ay s  re s p e c t  t h e  e l i g i -
bi l i t y  cr i ter ia . 

88.
New farmers  who wish to  receive  SPS pay-
m e n t s  c a n  e i t h e r  r e q u e s t  e n t i t l e m e n t s 
f ro m  t h e  n a t i o n a l  re s e r ve  o r  b u y  o r  l e a s e 
p a y m e n t  e n t i t l e m e n t s ,  w i t h  o r  w i t h o u t 
land. 

Tr a n s f e r  o f  e n t i t l e m e n t s  i s  a  b a s i c  p r i n -
c i p l e  o f  t h e  f u n c t i o n i n g  o f  t h e  S P S .  Fa r -
m e r s  w h o  a r e  e n t e r i n g  t h e  a g r i c u l t u r a l 
s e c t o r  c a n  t h e r e fo r e  b u y  e n t i t l e m e n t s  i n 
the f ree market . 

The market  for  t ransfer  of  payment ent i t le -
m e n t s  i s  w e l l - f u n c t i o n i n g.  A  t r a n s p a r e n t 
m a r k e t  fo r  p ay m e nt  e nt i t l e m e nt s  e n s u re s 
a n  e f f i c i e n t  a l l o c a t i o n  o f  e n t i t l e m e n t s 
among farmers.

REPLY OF THE 
COMMISSION



74

Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management Special Report No 5/2011 — Single Payment Scheme (SPS): issues to be addressed to improve its sound f inancial management

89.
Th e  Co m m i s s i o n  i nte n d s  to  f u r t h e r  re f i n e 
t h e  d e f i n i t i o n  o f  e l i g i b l e  l a n d  i n  o rd e r  to 
better  target  the  a id,  as  i t  i s  s tated in  the 
communicat ion on the future  CAP. 

I n  order  to  mainta in  the SPS as  decoupled 
suppor t  in  the W TO ‘green box ’ and there -
fore  not  count ing against  the EU's  suppor t 
reduc t ion commitment ,  the SPS cannot  be 
l i n k e d  t o  t h e  p e r fo r m a n c e  o f  t h e  b e n e f i -
c i a r y  o r  o f  t h e  l a n d ,  f o r  w h i c h  p a y m e n t 
ent i t lements  have been ac t ivated,  in  terms 
o f  p ro d u c t i o n .  S u c h  a  re q u i re m e nt  wo u l d 
n o t  co m p l y  w i t h  p a ra gra p h s  1  a n d  6 ( e )  o f 
A n n e x  2  t o  t h e  W TO  A g r e e m e n t  o n  A g r i -
culture 13. 

Recommendation	1
I n  order  to  increase  the  ef fec t iveness  and 
e f f i c i e n c y  o f  t h e  s u p p o r t ,  o n e  o f  t h e  e l e -
ments  mentioned in  the communicat ion on 
the future  CAP is  to  better  target  the sup-
por t  to  ac t ive  farmers. 

Recommendation	2
N o n - a g r i c u l t u r a l  l a n d  i s  n o t  e l i g i b l e  a n d 
e l igible  farming ac t iv i t ies  may not  be t ied 
t o  p r o d u c t i o n  o f  a g r i c u l t u r a l  c o m m o d i -
t i e s .  W TO  ‘g r e e n  b o x ’ r u l e s  m e a n  t h a t  a 
de  coupled suppor t  l ike  the SPS cannot  be 
l i n k e d  t o  t h e  p e r fo r m a n c e  o f  t h e  b e n e f i -
c iar y  or  of  the land in  terms of  produc t ion 
levels  or  produc t iv i t y.

A s  r e g a r d s  t h e  a c t i v e  m a i n t e n a n c e  o f 
‘envir  onmental  va lue of  agr icultura l  areas’ 
m e n t i o n e d  by  t h e  Co u r t ,  t h e  Co m m i s s i o n 
co m m i t te d  i t s e l f  i n  i t s  co m m u n i c at i o n  o n 
t h e  f u t u r e  C A P  t o  a s s e s s  w a y s  o f  e n h a n -
c i n g  e n v i r o n m e n t a l  p e r f o r m a n c e  o f  t h e 
C A P.  T h i s  c o u l d  b e  d o n e  b y  s u p p o r t i n g 
s i m p l e ,  g e n e r a l i s e d,  n o n - co n t r a c t u a l  a n d 
a n n u a l  e nv i ro n m e n t a l  a c t i o n s  w i t h i n  t h e 
d i rec t  payment  scheme and/or  enhancing 
cer ta in  e lements  of  GAEC standards.

13 See footnote 2

90.
See Commiss ion reply  to  point  89.

E n v i r o n m e n t a l  o b l i g a t i o n s  e x i s t  o n  t h e i r 
o w n  a n d  f a r m e r s  m u s t  i m p l e m e n t  t h e m 
i n d e p e n d e n t l y  f r o m  t h e  C A P  s u b s i d i e s . 
Fa r m e r s  a r e  n o t  r e m u n e r a t e d  f o r  i m p l e -
menting the law.  However,  within  the CAP, 
c r o s s - c o m p l i a n c e  c r e a t e s  a  l i n k  b e t w e e n 
t h o s e  o b l i g a t i o n s ,  t o  w h i c h  a r e  a d d e d 
o t h e r  r e q u i r e m e n t s  t o  m a i n t a i n  a l l  t h e 
l a n d s  o f  t h e  f a r m  i n  G A E C ,  a n d  t h e  f u l l 
payment  of  f i rst  p i l lar  (and cer ta in  second 
pi l lar )  subsidies.

The intent ion of  the Commiss ion to  fur ther 
‘gre e n’ t h e  C A P  i s  o u t l i n e d  i n  t h e  co m m u-
nicat ion on the future  C AP.  As  regards  the 
SPS,  an enhancement of  the environmental 
p e r fo r m a n ce s  co u l d  b e  a c h i e ve d  t h ro u g h 
a  g re e n i n g  c o m p o n e n t  o f  t h e  d i re c t  p a y -
ments  and an enhancement  of  GAEC.

91.
T h e r e  i s  n o  q u a n t i f i e d  l i n k  b e t w e e n  S P S 
s u p p o r t  a n d  c o s t s  i n c u r r e d  i n  r e s p e c -
t i n g  g o o d  a gr i c u l t u ra l  a n d  e nv i ro n m e nt a l 
condit ions.  H istor ical  references  have thus 
b e e n  u s e d  t o  d e t e r m i n e  t h e  l e v e l  o f  a i d . 
SPS is  an  area-based payment  whose main 
o b j e c t i ve  i s  to  p rov i d e  b a s i c  i n co m e  s u p -
por t .  Through the  obl igat ion to  keep land 
i n  G A E C ,  S P S  c o n t r i b u t e s  t o  t h e  p r o t e c -
t i o n  o f  n a t u r a l  r e s o u r c e s ,  t h u s  p r o v i d i n g 
t h e  b a s i s  fo r  t h e  d e l i ve r y  o f  p u b l i c  g o o d s 
t h ro u g h  a g r i c u l t u re .  T h i s  h a s  b e e n  n o t e d 
in  par t icu lar  in  the  s tudy on publ ic  goods 
of  the  I nst i tute  for  European Envi ronmen-
tal  Pol ic y  ( IEEP) 14. 

14 See footnote 3 above.
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T h e  i s s u e  o f  c o s t s  f o r  f a r m e r s  o f  c o m -
p l i a n c e  w i t h  l e g i s l a t i o n  o n  e nv i r o n m e n t , 
f o o d  s a f e t y  a n d  a n i m a l  w e l f a r e  i s  o f t e n 
 r a i s e d,  a n d  a  s t u d y  a s s e s s i n g  t h e s e  c o s t s 
h a s  b e e n  re q u e s te d  by  t h e  Eu ro p e a n  Pa r -
l i a m e n t  a n d  i s  u n d e r  w a y.  H o w e v e r,  t h e 
level  of  SPS  i s  independent  of  these  costs 
a s  i t  s h o u l d  n o t  c o m p e n s a t e  f a r m e r s  f o r 
respec t ing the law and must  remain ‘green 
box ’ compatible. 

The communicat ion on the future CAP out-
l i n e s  t h e  i n t e n t i o n  o f  t h e  Co m m i s s i o n  t o 
assess  poss ibi l i t ies  for  a  fur ther  ‘greening’ 
of  the f i rst  p i l lar.

92.
A margin  of  appreciat ion is  given to  M em-
ber  States  to  def ine the nat ional  standards 
for  the GAEC so as  to  take into account  the 
c h a r a c t e r i s t i c s  o f  t h e  a re a .  T h i s  d o e s  n o t 
n e c e s s a r i l y  e n t a i l  t h a t  a  p ro d u c t i o n  a c t i -
v i t y  i s  expec ted f rom the far mer.  Nat ional 
GAEC standards  may so le ly  foresee  prohi -
bit ions  of  cer ta in  prac t ices  detr imental  for 
the agr icultural  or  environmental  purposes 
of  the  GAEC tool  whi le  in  other  cases  cer-
ta in  ac t iv i t ies  are  imposed to  the farmer. 

Recommendation	3
A s  s e t  o u t  i n  t h e  c o m m u n i c a t i o n  o n  t h e 
f u t u r e  C A P,  t h e  e n v i r o n m e n t a l  p e r f o r -
m a n c e  o f  f a r m e r s  a s  a  c o u n t e r p a r t  f o r 
s u p p o r t  w i l l  b e  f u r t h e r  co n s i d e re d  by  t h e 
Commiss ion.

Recommendation	4
The Commiss ion has  proposed in  i t s  com -
m u n i c a t i o n  o n  t h e  f u t u r e  C A P  t o  a s s e s s 
how cross- compl iance ru les  could  be s im -
p l e r  a n d  m o r e  c o m p r e h e n s i v e  a n d ,  f o r 
G A E C ,  t o  a n a l y s e  h o w  c e r t a i n  o f  i t s  e l e -
ments  could be enhanced.

The EU f ramework for  payment  reduc t ions 
under  cross- compl iance is  d issuasive  s ince 
t h e  re d u c t i o n  c a n  b e  a s  h i g h  a s  1 0 0   %  o f 
C A P  p a y m e n t s  r e c e i v e d  b y  t h e  f a r m e r. 
Wh e re  we a k n e s s e s  i n  t h e  i m p l e m e nt at i o n 
by Member  States  of  the cross- compl iance 
s y s t e m  a r e  o b s e r v e d ,  t h e s e  a r e  f o l l o w e d 
u p  u n d e r  t h e  c l e a r a n c e  o f  a c c o u n t s  p r o -
cedure.

93.
The var iat ion in  suppor t  amongst  far mers 
r e f l e c t s  t h e  f a r m  s t r u c t u r e  a n d  t h u s  a l s o 
the fac t  that  there are  big var iat ions  in  the 
s izes  of  farms.

I n  t h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
the Commiss ion provides  di f ferent  opt ions 
to  adapt  the system of  d i rec t  payments,  in 
p a r t i c u l a r  i n  v i e w  o f  a d d r e s s i n g  t h e  d i s -
t r i b u t i o n  o f  p a y m e n t s  a t  f a r m  l e v e l  a n d 
b e t w e e n  s m a l l e r  a n d  l a r g e r  f a r m s .  Wo r k 
i s  c u r r e n t l y  o n g o i n g  o n  t h i s  i s s u e  i n  t h e 
f r a m e  w o r k  o f  t h e  C o m m i s s i o n  i m p a c t 
assessment. 

94.
T h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
i n c l u d e s  t h e  p o s s i b l e  i n t r o d u c t i o n  o f  a n 
e l e m e n t  o f  c a p p i n g  w h i c h  w o u l d  a l l o w  a 
l imitat ion of  the payments  made.  The num-
ber  of  hec tares  and the number  of  ent i t le -
m e nt s  wo u l d  h owe ve r  co nt i n u e  to  re f l e c t 
t h e  s i z e  o f  f a r m s  a n d  t o  a  c e r t a i n  e x t e n t 
their  contr ibut ion to  the objec t ives  of  the 
common agr icultural  pol ic y  (CAP) .

Recommendation	5
R e d i s t r i b u t i o n  o f  S P S  a i d  a s  w e l l  a s  c a p -
p i n g  o f  p ay m e nt s  a re  o p t i o n s  i n c l u d e d  i n 
the communicat ion on the future  CAP.
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95.
T h e  h i s t o r i c a l  m o d e l  w a s  f i r s t  p r o p o s e d 
by  the  Commiss ion in  2003 with  a  v iew to 
f a c i l i t a t i n g  a  s m o o t h  t r a n s i t i o n  t o w a r d s 
decoupl ing.  The regional  model  was  added 
at  the  request  of  M ember  States  to  match 
s o m e  p a r t i c u l a r  n a t i o n a l  o b j e c t i v e s  f o r 
d i rec t  suppor t . 

D e s p i t e  t h e  d i f f e r e n t  i m p l e m e n t a t i o n ,  i t 
remains  that  the level  of  decoupled direc t 
s u p p o r t  t h a t  f a r m e r s  re c e i ve  i n  t h e  E U  i s 
b a s e d  o n  p r o d u c t i o n  a n d  s u p p o r t  l e v e l s 
dur ing a  histor ic  reference per iod or  in  the 
c a s e  o f  t h e  r e g i o n a l  m o d e l  o n  t h e  a r e a s 
o n  a  h i s to r i c a l  re fe re n ce  d ate.  H e n ce,  t h e 
c u r r e n t  d i s t r i b u t i o n  o f  d i r e c t  p a y m e n t s 
bet ween farms is  s imply  a  ref lec t ion of  the 
fac t  that  agr icultural  land and agr icultural 
produc t ion are  not  shared equal ly  among 
the farms in  the EU. 

96.
I t  i s  a c k n o w l e d g e d  t h a t  t h e  r e f e r e n c e 
p e r i o d  i s  g e t t i n g  m o r e  d i s t a n t ,  b u t  t h e 
d e c o u p l e d  c h a r a c t e r  o f  t h e  s c h e m e  d o e s 
not  a l low l ink ing i t  to  current  produc t ion.

97.
The capita l i sat ion of  suppor t  in  a  region a l 
model  may indeed be higher  than in  a  h is-
t o r i c  m o d e l  b u t  a m o n g  f a c t o r s  i n f l u e n -
c i n g  l a n d  p r i c e s ,  C A P  s u b s i d i e s  h a v e  a 
m o r e  m o d e s t  i m p a c t  t h a n  o t h e r  f a c t o r s . 
I n  a d d i t i o n  i t  d o e s  n o t  n e c e s s a r i l y  m e a n 
a n  i n c re a s e  i n  c a p i t a l i s at i o n  a s  co m p a re d 
t o  f o r m e r   c o u p l e d  f o r m s  o f  s u p p o r t .  A s 
regards  the  l ike ly  negat ive  impac ts  of  the 
re gi o n a l  m o d e l ,  t h e y  h ave  to  b e  a s s e s s e d 
t o g e t h e r  w i t h  a l l  s o c i a l ,  e c o n o m i c  a n d 
e nv i ro n m e n t a l  i m p a c t s .  Th i s  w i l l  b e  d o n e 
i n  t h e  i m p a c t  a s s e s s m e n t  f o l l o w i n g  t h e 
communicat ion on the future  CAP.

Recommendation	6
T h e  c o m m u n i c a t i o n  o n  t h e  f u t u r e  C A P 
foresees  a  new design for  d i rec t  payments. 
One of  the  opt ions  cur rent ly  under  cons i -
derat ion would imply  a  bas ic  suppor t  rate 
complemented with  payments  for  far mers 
in  areas  with natural  constra ints  as  wel l  as 
a  greening component .
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THE SINGLE PAYMENT SCHEME (SPS) IS A KEY FEATURE OF THE 2003 

REFORM OF THE COMMON AGRICULTURAL POLICY. ITS OBJECTIVES ARE 

TO ENCOURAGE FARMERS TO BETTER RESPOND TO MARKET DEMAND AND 

TO SUPPORT THEIR INCOME. THE COURT CONDUCTED AN AUDIT OF THE 

IMPLEMENTATION OF THE SPS.

THE COURT OBSERVES THAT THE LEGISLATION PERMITTED PERSONS OR 

ENTITITIES NOT OR ONLY MARGINALLY ENGAGED IN AGRICULTURE TO 

BENEFIT FROM SPS PAYMENTS. IT RECOMMENDS THAT THE LEGISLATION 

BE AMENDED TO ENSURE THAT SPS AID IS DIRECTED TO ACTIVE FARMERS. 

THE CALCULATION OF SPS AID SHOULD BETTER REFLECT THE COSTS FOR 

ENVIRONMENTAL EXTERNALITIES AND SHOULD BE BASED ON CURRENT 

FARMING CONDITIONS IN THE DIFFERENT REGIONS. FINALLY, A MORE 

BALANCED DISTRIBUTION OF SPS AID BETWEEN FARMERS SHOULD BE 

SOUGHT.

EUROPEAN COURT OF AUDITORS
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