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Introduction

This monograph is the fourth publication in the series' presenting the re-
sults of research carried out as part of the task titled “Fiscal mechanisms and
stimuli having their influence on the rural development, returnable financing and
quasi-marketable instruments for internalization of external effects in agricul-
ture, the provision of public goods”, which is one of the three tasks under the
research subject “Financial and fiscal factors in the improvement of efficiency,
sustainability and competitiveness of the Polish agriculture”, part the Multi-
-Annual Programme entitled “The Polish and the EU agricultures 2020+. Chal-
lenges, chances, threats, proposals” implemented in 2015-2019 by the Institute
of Agricultural and Food Economics — National Research Institute.

In the fourth year of the research task’s implementation research studies
focused on three specific objectives, which were:

1) Fiscal and environmental federalism”.
2) Regionalization of subsidizing agriculture.
3) Analysis of the proposed changes to the CAP after 2020.

The results of the research carried out as part of the task were presented in
numerous articles and papers. This publication focuses on a broader presentation
of the results of research on the regionalization of agricultural support and
changes in the functioning of the CAP after 2020 proposed by the European
Commission (EC).

The EU agriculture faces numerous development challenges. Similarly, as
agriculture across the world, it must face a triple challenge, which includes:

e Providing healthy and nutrient-rich food at an affordable price and in the
right amount;

e Ensuring the subsistence of farmers and employees in the food chain and the
development of rural areas;

e Protection of natural resources, including water and soil, while reducing
greenhouse gas emissions and avoiding negative impacts on the value and
biodiversity of ecosystems (OECD, 2019, p. 3).

! B. Wieliczko, A. Kurdy$-Kujawska, J. Herda-Kopanska (2015), Mechanisms and impulses in-
fluencing development of agriculture and rural areas (1), Monographs of Multi-Annual Pro-
gramme 2015-2019 No. 3.1, IAFE-NRI, Warsaw; B. Wieliczko, A. Kurdy$-Kujawska, J. Herda-
-Kopanska (2016), Mechanisms and impulses influencing development of agriculture and rural
areas (2), Monographs of Multi-Annual Programme 2015-2019 No. 34.1, IAFE-NRI, Warsaw
and B. Wieliczko, A. Kurdys-Kujawska, J. Herda-Kopanska (2017), Mechanisms and impulses
influencing development of agriculture and rural areas (3), Monographs of Multi-Annual Pro-
gramme 2015-2019 No. 58.1, IAFE-NRI, Warsaw.

% The concepts of both fiscal federalism and environmental federalism are not presented in
this publication in detail. They were tackled in journal articles prepared within the research
task: Wieliczko, 2019 and Wieliczko, 2018a.



The first chapter of the monograph was devoted to the assessment of the
European Commission’s proposals regarding the shape of the CAP after 2020.
The whole proposal of the EC including three drafts of regulations was dis-
cussed in detail and the chances and risks associated with these proposals were
pointed out, as well as gaps in the draft regulations that need clarification. This
part of the publication refers to the planned budget of the CAP, its objectives,
the design and implementation system as well as the instruments to serve the
development of rural areas and agriculture.

The results of the analysis of the EC proposals show that the shape of the
CAP in the period between 2021 and 2027 will be similar to the current one,
when it comes to policy instruments. A key novelty will be the change of the
CAP implementation model, which aims to give the Member States a greater
impact on the implementation of the CAP, which coincides with the idea of
fiscal and environmental federalism. However, it is also associated with certain
threats, especially regarding environmental protection and the fear of entering
into a downward spiral when it comes to environmental standards and require-
ments for agricultural producers.

The second chapter of the monograph concerns the possibility of regional-
ization of agricultural support. This chapter identifies the theoretical aspects of
the problem of regionalization, which are related to this issue, namely fiscal and
environmental federalism. Next, it presents the results of the study on the re-
gional diversification of agricultural subsidies in Poland. The assessment of the
level of diversification of subsidies for agriculture was considered at the level of
voivodeships (separate administrative regions). The study was based on account-
ing data obtained in 2007-2016 by agricultural holdings conducting agricultural
accounting for the purposes of the Polish FADN.

The results of the study show that between 2007 and 2016 there operated
a process of diminishing the diversification of support for agriculture per farm at
the regional level. However, when comparing changes in the level of support for
farms from the regions with the highest and the lowest absorption of agricultural
subsidies, these disproportions increased in the analysed period. This means that
agricultural subsidies in their current form do not contribute to the equalization
of development opportunities for farms and may even further deepen them.



1. Assessment of the proposed shape of the CAP 2021-2027

1.1. Context of the CAP reform 2021-2027

There have been a number of studies and analyses about the conditions
and factors determining the shape of the CAP 2020+ reform proposal. In this
regard, this subsection presents only a short summary of this problem, indicating
the sources, where this topic was discussed in more detail.

The reform context was presented, among others by the European Com-
mission itself in its announcement presenting changes in the CAP. The EC’s
communication entitled “The future of food and farming” was published in No-
vember 2017 (COM(2017)713). This document presents the issues of agricultur-
al production and agri-food industry in the EU, against the identified key chal-
lenges, it also points out the objectives on which the implementation of the CAP
after 2020 is to be concentrated and presents the most important instruments that
are to serve achieving the named policy objectives’.

The European Commission has also prepared documents presenting the
context of the CAP reform in relation to environmental, social and economic
issues. The document entitled “Modernising and simplifying the CAP. Back-
ground Document. Economic challenges facing EU agriculture” presents the
economic issues. This material contains conclusions from the analysis of the
challenges facing the EU agriculture and possible measures to support agricul-
ture under the CAP 2020+.

The key economic challenges for agriculture and rural areas in the Euro-
pean Union include:

e Pressure on agricultural income;
e Low productivity and competitiveness;
e Imbalance in food chains.

Attention was also paid to the strengths of European agriculture. It seems,
however, that these strengths are at least debatable, especially when viewed
from a long-term perspective and taking into account the trends of changes in
the economy and the environment. It is too optimistic to say that the EU farmers
operate in good environmental and agro-climatic conditions. Such a statement is
not defendable, even in the face of the problem of drought increasing from year
to year in a growing number of the EU regions.

* An analysis of this document is presented in the previous monograph prepared within the re-
search task, that is “Fiscal mechanisms and stimuli having their influence on the rural develop-
ment, returnable financing and quasi-marketable instruments for internalization of external ef-
fects in agriculture, the provision of public goods”, that is in the publication B. Wieliczko, A.
Kurdys-Kujawska, J. Herda-Kopanska (2017), Mechanisms ..., p. 79 and further.



Another dubious point on the list is the EU’s positive trade balance in
food and the perception that further development of world trade is an opportuni-
ty for the European agri-food sector, given its low productivity and competitive-
ness. In addition, it is difficult not to expect that the EU competitors will refrain
from increasing the quality of their production and expecting a rise of their
chances on the market, demanding more and more high-quality products, which
are currently an important factor in the EU’s ability to export food.

It should be noted, however, that among the threats listed by the EC there
is the increase in competition from other countries, the possibility of reducing
consumer confidence in the EU products and the risks associated with the direc-
tion of global trade development.

Based on the SWOT analysis, the CAP instrumentation was also reviewed
to determine the potential of this policy to support agriculture. It was found that
direct payments still play a key role in the context of agricultural incomes. The
issue of building a safety net, especially in relation to the price risk problem,
was also raised. Attention was paid to the issues of common market organization
enabling farmers to associate in order to gain a better negotiating position in re-
lations with trade networks and processing companies.

In the case of risk management, the current direction was maintained, in-
dicating that such activities should be the responsibility of farmers, but the CAP
in the second pillar offers the possibility of supporting farmers in active risk
management. It was also emphasized that payments for farms located in areas
with natural constraints constitute an element of risk management support.

As emphasized, uncertainty connected with the market is fundamental.
Price volatility, pressure to maintain low prices and rising production costs lead to
an increase in the investment gap on farms. It should also be emphasized that the
EC document drew attention to the important, though very often neglected issue
in economic analyses concerning agriculture and agricultural policy, that is prob-
lems in the behaviour of various entities. In the case of European agriculture, the
individualism of farmers and the lack of trust and social capital are unfavourable
factors for joint action, as well as the lack of leaders who could pull in other
farmers and residents of rural areas to implement joint and innovative actions.

At the same time, the document dealing with environmental issues (Euro-
pean Commission, 2017b) clearly recognizes the problems resulting from cli-
mate change and the management of natural resources, which is not sustainable,
and the still increasing loss of biodiversity. In addition, it was pointed out that
agriculture generates greenhouse gases, especially methane. It is estimated that
10% of the EU greenhouse gas emissions come from agriculture (European
Commission, 2017b, p. 5).
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The agricultural sector plays an even greater role in the EU in the field of
water management. The share of agriculture in water consumption in the EU
reaches as much as 51% (European Commission, 2017b, p. 6). Agriculture is also
a source of pollution of ground and surface water in connection with the use of
nitrogen and phosphorus fertilizers. At the same time, the agricultural sector is
most affected by the problems of increasing water scarcity and recurring droughts.

Also, in relation to soils there are numerous problems that are not only
environmental in nature, but they directly translate into the productivity and
competitiveness of agriculture. These include mainly various types of erosion as
well as a decrease in the level of organic substances in the soil. All these ele-
ments and environmental problems interact with each other and have a signifi-
cant impact on the level of biodiversity as well as the farm production results.

Regarding the involvement of the present CAP in solving and reducing
environmental problems, the principles of cross-compliance were indicated as
the most important element of the CAP’s response to these problems in the agri-
cultural sector. The importance of the other legal solutions regarding the envi-
ronment, such as the Water Directive® and the Directive on the use of pesticides’
was also underlined. Attention was also paid to the greening of direct payments
and agri-environmental-climate measures.

In the case of social issues, the European Commission identified the fol-
lowing as key challenges:

e Low growth, under-employment, poor generational renewal;
e Sub-optimal infrastructures and services;
e Territorial imbalance, social inclusion and poverty.

Factors determining the reform of the CAP under preparation include not
only the situation in the agricultural sector and in the economy of rural areas but
also a number of other drivers. They can be divided in many ways. One of them
is distinguishing the following categories:

e Challenges facing agriculture;

e (Challenges facing rural areas;

e [External conditions;

e The EU internal processes shaping the CAP and the multiannual financial
framework.

In the case of agriculture, the growing competition from other countries
does not only lead to difficulties in competing on global markets, but also causes
greater price volatility, and thus the instability of income earned by farmers.

* Directive 2000/60/EC.
3 Directive 2009/128/EC.
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Therefore, the CAP reform must deal with the issue of risk management, be-
cause the current mechanisms do not ensure effective mechanism for coping
with recurring crises. The security network offered by the CAP must be both
strengthened and flexibilized. Experience from recent years indicates the need to
set up a special fund with financial resources ready for use as soon as the first
signs of the impending crisis appear. The amount of funds earmarked for this
purpose must also be large enough to allow it to have a real impact on the situa-
tion of farmers. Therefore, it must be a multi-annual fund that allows for accu-
mulation of resources unused in one year and their transfer to the budget for the
following year.

The need to create such a fund is also related to the growing global uncer-
tainty regarding not only international trade issues, but also the threat of armed
conflicts on a scale much larger than in recent decades, as well as the growing
number of extreme weather events.

In rural areas, numerous socio-economic problems appear on a larger
scale than in the cities. Particularly important is the issue of an aging population
that results from the outflow of younger generations. In addition, there is a prob-
lem of social inclusion and territorial inequalities in development, with the
outermost regions being the poorest areas in the EU.

External challenges are also diverse. Key issues relate to the EU trade re-
lations and commitments, especially those connected to the environment, such
as the commitments made at the Paris climate conference in 2017.

One of the main drivers of the upcoming reform of the CAP, under inter-
nal conditions, is the issue of the EU’s multiannual financial framework for
2021-2027. Due to Brexit, the amount of funds for the implementation of EU
policies will decrease, which will result in an even more tense fight between
Member States for the allocation of support.

However, this is not the only factor related to internal restrictions. An equal-
ly important issue is the introduction of new priorities to the EU policy. This raises
questions about the distribution of funds between current and new priorities.

In addition, internal issues include EU energy and climate policy. Of par-
ticular importance to the agricultural sector is the issue of further reduction of
greenhouse gas emissions and the integration of sectors not covered by the Eu-
ropean Emission System into emission reduction measures, such as the EC pro-
posal on land use, land use change and forestry (COM(2016)479)°.

8 It should be noted that simply incorporating agriculture into the existing Emissions Trading Sys-
tem is not practically feasible (Wieliczko, 2016). At the same time, it is worth noting that there is
a lack of data on the actual impact of the existing ETS system on the implementation of low-
carbon technologies, which is widely discussed in the article by Teixido, Verde, Nicolli (2019).
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In contrast, the problem of factors determining the shape of the CAP 2021-
-2027 was looked at in a study commissioned by the European Parliament (Motter-
shead et al., 2018, p. 28 and the following). It indicates the following determinants:
1. The public are increasingly demanding that the CAP respond to wider socie-

tal needs.
2. The CAP simplification.
Modernising and future-proofing the CAP.
4. Justifying the CAP by its results by showing the European added value of the
CAP spending.

In summary, it can be concluded that the CAP was and still is one of the key
EU policies. Despite the decreasing number of farms and the decline in the share of
agriculture in the GDP of the EU and its Member States, the policy towards the ag-
ricultural sector remains an important part of the EU’s activity. However, the im-
portance of agriculture and the role of the CAP are often questioned. Criticism of
the CAP gains strength and visibility during any debate on the multiannual finan-
cial framework, as promoters of other policy issues and interests seek to increase
the allocation of the EU funds to their goals, discrediting the need for a large CAP
budget. The key argument used by such lobbying groups is that the EU direct pay-
ments are received to a large extent by a group whose income level is significantly
higher than in the case of the average EU citizen. The authors of the CAP reform of
2014 tried to fight this opinion, showing that direct payments are a way to compen-
sate farmers for the production of public goods for which they do not receive mar-
ket remuneration. However, the CAP and its European added value are still being
questioned by many stakeholders, which is why there is a need to strengthen the
CAP as a policy supporting general EU objectives, such as caring for the environ-
ment and efforts to reduce the adverse impact of human activities on the climate.

The multitude of challenges facing the CAP is not limited to the budget
and climate change. The key problems also concern economic and social issues.
First, there is the problem of maintaining agriculture as a viable economic ac-
tivity in the EU. It is necessary to support the sector in its struggle to remain
competitive on world markets, which, with worse natural endownment than in
other parts of the world, must be based on innovative use of limited and con-
stantly depleting natural resources and coping with problems such as finding
employees and successors currently managing farms.

(98]

1.2. Issue of the size of the CAP budget for 2021-2027

In May 2018 the European Commission (EC), in the then presented pro-
posal regarding the multiannual financial framework for 2021-2027, proposed
a method of funds distribution for the implementation of the EU activities. The
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EC in its Communication on this budget stated that it “combines new instruments
with modernised programmes to deliver efficiently on the Union’s priorities and
to rise to new challenges” (COM(2018)321, p. 1-2). This proposal provides for
a division of the EU funds into seven budget titles. The most funds are planned
for title II, that focuses on cohesion and values. It is within this title where the co-
hesion policy is located, with the largest amount of funds allocated thereto.

The EC proposal provides for a slight increase in the EU expenditure
measured as a percentage of the EU’s gross income (Figure 1). An increase in
expenditure for the following areas of the EU activity is planned:

e Research, innovation, digital technologies;
e Yough;

e LIFE climate and environment;

e Migration and borders;

e Security;

e External actions.

With regard to the CAP, the European Commission in its Communication
on the budget for 2021-2027 stated that “The Commission is proposing a re-
formed, modernised Common Agricultural Policy. This will allow a fully inte-
grated Single Market for agricultural goods in the EU to be maintained. It will
also ensure access to safe, high quality, affordable, nutritious and diverse food.
The reformed policy will place greater emphasis on the environment and cli-
mate. It will support the transition towards a fully sustainable agricultural sector
and the development of vibrant rural areas” (COM (2018) 321, p. 12).

The European Commission’s proposal envisages allocating EUR 365 bil-
lion to the CAP in the period between 2021 and 2027, which accounts to 28.5%
of the funds foreseen for the multiannual financial framework during this period
(Table 1). A total of 78% of the funds are planned for the European Agricultural
Guarantee Fund (EAGF). Although the total amount planned for the implemen-
tation of the multiannual financial framework is as much as 20% higher than at
present (when compared to the budget for the period between 2014 and 2020
excluding the United Kingdom), the allocation to the CAP is lower by 3% (in
current prices). The EC decided that the decrease in the CAP budget would af-
fect the second pillar of this policy, i.e. the instruments implemented under the
European Agricultural Fund for Rural Development (EAFRD).

14



Figure 1. Structure of the EU spending in 2014-2020 and 2021-2027
(planned) as a percentage of the EU’s gross national income
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08 | ® Administration
M Global Europe
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Source: Begg (2018), Fig. 1.

Table 1. Proposed allocation for the CAP 2021-2027
(in current prices, EUR million)

Specification A. EU-28 B. EU-27 C. EU-27 B/C change
2014/2020 2014/2020 2021/2027 in %
1. EAGF 302,797 280,351 286,195 2%
2. EAFRD 100,273 95,078 78,811 -17%
3. CAP total 403,070 375,429 365,005 -3%
4. MFF total 1,115,919 1,063,101 1,279,408 20%
5.% CAP (3/4) 36.1% 35.3% 28.5% --

Source: Own elaboration based on the EC data.

Taking into account the data expressed in constant prices, the CAP budget
will decrease even more in comparison with the current CAP allocation, bypass-
ing Great Britain. In total, it is to be 15%, with the EAFRD dropping by as much
as 28%. In the case of the EAGF, however, it is only 11%. At the same time, in
this form of comparison of the anticipated allocation of funds, the total EU
budget will increase by 5%, which means that the increase will be made, among
others at the expense of the CAP.
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Table 2. Proposed allocation for the CAP 2021-2027
(in constant prices 2018, EUR million)

Specification A. EU-28 B. EU-27 C. EU-27 B/Q change
2014/2020 2014/2020 2021/2027 in %
1. EAGF 309,064 286,143 254,247 -11%
2. EAFRD 102,004 96,712 70,037 -28%
3. CAP total 411,068 382,855 324,284 -15%
4. MFF total 1,136,105 1,082,320 1,134,583 5%
5.% CAP (3/4) 36.1% 35.3% 28.5% --

Source: Own elaborartion based on the EC data.

Another way of comparing the current budget and planned expenditures in
the next period, is to refer to the budget of the CAP and its two pillars from the
perspective of the budget for the current programming period with an exclusion of
the UK and assumed expenditures for the last year of this perspective (Figure 2).
Taking into account the year 2020, the assumed decrease in the CAP expendi-
ture is greater than when referring to the EU-27 budget for the entire current
programming period. In such a comparison, the decrease in spending on the
CAP in current prices will amount to 4.6%.

Figure 2. Planned budget of the CAP 2021-2027 in relation to the EU-27
2014-2020 budget and the EU-27 2020 x 7 (current prices, %)

.
-2.8
-4.6

2.1
0.5

EAGF

'
(6]

-20

-25

W EU-27 2014-2020 ®EU-27 2020x7

Source: Own elaboration based on the EC data.

When analysing the EC proposals, it should be noted that the fact that ag-
ricultural policy in other countries goes in the opposite direction. In December
2018, the American Congress adopted regulations regarding the new Farm Bill.
The US agricultural policy implemented on the basis of the Farm Bill 2019-2023
provides for a significant increase in support within all groups of instruments.

16



When accepting the EC proposal regarding the amount of allocation of
funds for the CAP in the next financial perspective, farmers’ incomes will fall.
The average drop for the EU-27 is over 8% of income for 2021-2027, and with
reference only to 2027, it is over 11% lower income. This decrease will be dif-
ferent in individual Member States (Table 3).

Table 3. Expected decline in farmers’ incomes associated with the decrease
in the CAP budget (in %)

Change in average income
Member State 2021-2027 2027
Austria -4.71 -6.46
Belgium -5.45 -7.48
Bulgaria -4.71 -6.46
Croatia -1.86 -2.55
Cyprus -2.32 -3.06
Czech Republic -13.27 -18.19
Denmark -26.91 -36.89
Estonia -5.83 -7.99
Finland -6.69 -9.18
France -6.32 -8.67
Germany -7.07 -9.69
Greece -5.21 -7.14
Hungary -6.07 -8.33
Ireland -7.44 -10.2
Italy -3.59 -4.93
Latvia -5.33 -7.31
Lithuania -7.32 -10.03
Luxembourg -10.29 -14.11
Malta -0.74 -1.02
Netherlands -3.35 -4.59
Poland -3.47 -4.76
Portugal -4.96 -6.8
Romania -2.73 -3.74
Slovakia -60.76 -83.3
Slovenia -3.59 -4.93
Spain -3.10 -4.25
Sweden -10.91 -14.96
EU27 -8.31 -11.39

Source: https://www.farm-europe.eu/travaux/policy-briefing-eu-budget-the-cap-2021-2027-
understanding-the-commissions-proposals/.

The highest drop in revenues is forecasted for Slovakia, where it will ex-

ceed 60% in relation to the entire next financial perspective and over 80% in the
case of the year 2027. Such a dramatic decline results from the fact that in Slo-
vakia the average farms are very large and in connection with capping, the pay-
ments obtained by them will plummet. The lowest decrease is to affect farmers
in Croatia. It is the youngest member of the EU and has not yet received pay-
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ments at the level corresponding to the EU average. In addition, the average
farm in this country is smaller than the EU average. The assessed fall in incomes
in the case of Poland is under 3%.

As regards the distribution of direct payment funds, it will be close to the
current one, despite the continuation of the process of reducing the differences
in rates (Table 4). For example, the share of Poland in the amount of allocation
for direct payments is expected to increase in 2021-2027 from 7.9% to 8.2%,
and Italy, at the same time, to decrease from 9.5% to 9.3%.

Table 4. Distribution of funds for direct payments
proposed by the EC in 2021-2027+

2021 2027+
Ll Amount Share Amount Share
Austria 664,819,537 1.8 664,819,537 1.7
Belgium 485,603,954 1.3 485,603,954 1.3
Bulgaria 776,281,570 2.1 818,616,819 2.1
Croatia 344,340,000 0.9 367,711,409 1.0
Cyprus 46,750,094 0.1 46,750,094 0.1
Czech Republic 838,844,295 2.2 838,844,295 2.2
Denmark 846,124,520 2.3 846,124,520 2.2
Estonia 167,721,513 0.4 192,452,828 0.5
Finland 505,999,667 1.3 514,921,104 1.3
France 7,147,786,964 19.0 7,147,786,964 18.7
Germany 4,823,107,939 12.8 4,823,107,939 12.6
Greece 2,036,560,894 5.4 2,036,560,894 5.3
Hungary 1,219,769,672 32 1,219,769,672 32
Ireland 1,163,938,279 3.1 1,163,938,279 3.1
Italy 3,560,185,516 9.5 3,560,185,516 9.3
Latvia 299,633,591 0.8 342,938,763 0.9
Lithuania 510,820,241 1.4 580,380,223 1.5
Luxembourg 32,131,019 0.1 32,131,019 0.1
Malta 4,507,492 0.0 4,507,492 0.0
Netherlands 703,870,373 1.9 703,870,373 1.8
Poland 2,972,977,807 7.9 3,125,960,174 8.2
Portugal 584,824,383 1.6 627,917,332 1.6
Romania 1,856,172,601 4.9 1,991,367,607 5.2
Slovakia 383,806,378 1.0 407,649,243 1.1
Slovenia 129,052,673 0.3 129,052,673 0.3
Spain 4,768,736,743 12.7 4,804,547,379 12.6
Sweden 672,760,909 1.8 673,880,175 1.8
Total EU-27 37,547,128,624 100.0 38,151,396,277 100.0

Source: Own study based on Annex IV to the draft Regulation COM(2018)392.
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Also in the case of funds for rural development (Table 5), we are to have
a similar structure of the allocation of funds. Poland is to remain the main bene-
ficiary of this support next to Italy and France. In total, 1/3 of the second pillar
of the CAP’s budgetary allocation in the upcoming programming period is
planned to be distributed among these three Member States.

Table 5. Distribution of funds for rural development in 2021-2027

proposed by the EC
Member State Amount Share
Austria 3,363,269,217 4.3
Belgium 470,246,322 0.6
Bulgaria 1,971,979,772 2.5
Croacia 1,969,390,521 2.5
Cyprus 111,910,988 0.1
Czech Republic 1,811,412,421 2.3
Denmark 530,688,361 0.7
Estonia 615,131,209 0.8
Finland 2,044,148,589 2.6
France 8,464,814,393 10.8
Germany 6,929,474,972 8.8
Greece 3,567,141,242 4.5
Hungary 2,913,417,304 3.7
Ireland 1,852,696,657 2.4
Ttaly 8,892,172,597 11.3
Latvia 821,150,883 1.0
Lithuania 1,366,277,619 1.7
Luxembourg 86,036,692 0.1
Malta 85,451,254 0.1
Netherlands 512,058,365 0.7
Poland 9,225,233,710 11.7
Portugal 3,452,504,006 4.4
Romania 6,758,523,373 8.6
Slovakia 1,593,779,047 2.0
Slovenia 715,741,516 0.9
Spain 7,008,420,160 8.9
Sweden 1,480,856,132 1.9
Total EU-27 78,613,927,322 100.0

Source: Own study based on Annex IX to the draft Regulation COM(2018)392.

1.3. Objectives of the CAP in 2021-2027

On June 1, 2018, the EC published its draft regulations regarding the
functioning of the CAP in the programming period of 2021-2027. The EC pro-
posal package includes three draft regulations:

e Regulation of the European Parliament and of the Council establishing rules
on support for strategic plans to be drawn up by Member States under the
Common agricultural policy (CAP Strategic Plans) and financed by the Euro-
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pean Agricultural Guarantee Fund (EAGF) and by the European Agricultural
Fund for Rural Development (EAFRD) and repealing Regulation (EU) No.
1305/2013 of the European Parliament and of the Council and Regulation
(EU) No. 1307/2013 of the European Parliament and of the Council) (CAP
Strategic Plan Regulation also referred to as a central regulation) —
COM(2018)392;
Regulation of the European Parliament and of the Council on the financing,
management and monitoring of the common agricultural policy and repealing
Regulation (EU) No. 1306/2013 (CAP Horizontal Regulation) -—
COM(2018)393;
Regulation of the European Parliament and of the Council amending Regula-
tions (EU) No. 1308/2013 establishing a common organisation of the markets
in agricultural products, (EU) No. 1151/2012 on quality schemes for agricul-
tural products and foodstuffs, (EU) No. 251/2014 on the definition, descrip-
tion, presentation, labelling and the protection of geographical indications
of aromatised wine products, (EU) No. 228/2013 laying down specific
measures for agriculture in the outermost regions of the Union and (EU)
No. 229/2013 laying down specific measures for agriculture in favour of the
smaller Aegean islands (Amending Regulation) — COM(2018)394.

Policy design projected for this programming period does not include spe-

cific modifications in the scope of the instrumentation or the scope of support.
On the other hand, the specific objectives and the system of implementing the
CAP are changing. The specific objectives of the new CAP are to include:

Supporting viable farm income and resilience across the EU territory to en-
hance food security;

Enhancing market orientation and increasing competitiveness including
greater focus on research, technology and digitalisation;

Improving farmers’ position in the value chain;

Contributing to climate change mitigation and adaptation, as well as sustain-
able energy;

Fostering sustainable development and efficient management of natural re-
sources such as water, soil and air;

Contributing to the protection of biodiversity, enhancing ecosystem services
and preserving habitats and landscapes;

Attracting young farmers and facilitating business development in rural areas;
Promoting employment, growth, social inclusion and local development in
rural areas, including bio-economy and sustainable forestry;
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e Improving the response of the EU agriculture to societal demands on food
and health, including safe, nutritious and sustainable food, as well as animal
welfare (COM(2018)392, p. 11).

These objectives correspond to the real challenges facing agriculture and
rural areas in the European Union. However, they are not fully reflected in the
proposed CAP instruments.

An important problem raised by many researchers (including Erjevec et
al., 2018; Maréchal et al., 2018) is the lack of quantification of agricultural poli-
cy objectives. On the one hand, it is emphasized that there is a need to increase
the empowerment of the EU Member States and give them larger freedom in
shaping the implementation of the CAP instruments, but on the other, there are
concerns about the actual implementation of the EU priorities. An additional
problem is the question about the level at which these goals should be defined.
The fundamental question from the point of view of the effectiveness of the
CAP is whether maintaining the current set of performance indicators can be
considered sufficient given the need to increase the CAP performance.

There is a fear, relating to studies on environmental federalism, that
Member States will not set ambitious goals. On the one hand, this may be due to
the lobbying of the agricultural sector, and on the other, the fear of failure to
meet the objectives set and the related difficulties with the settlement of funds. It
seems that it would be reasonable to set some standards and requirements as ob-
ligatory ones for all the EU farmers. At the same time, the fact that the only in-
strument to “enforce” ambitious goals will be the stage when the European
Commission is negotiating strategic plans, the strictly limited time of these ne-
gotiations can make this instrument ineffective. It is clearly visible that the di-
lemmas related to the strategic plans for the CAP are part of the problems of fis-
cal and environmental fiscal theory. The selection of the not far-reaching targets
by the Member States will not have a positive impact on the effectiveness and
efficiency of the CAP, and this may, in the longer term, boost the negative opin-
ion on the CAP and the lack of a strong bargaining position for the agricultural
sector in negotiating the next multiannual financial framework.

Generally, it can be stated that, despite emphasizing that the new CAP is
to be an evidence-based policy, in practice, draft regulations do not show any
actual reference to the quantitative determination of the shape of the policy. Bas-
ing the preparation of strategic plans on the SWOT analysis is not a sufficient
way to reliably determine the priorities of support. What is more, however, it
should be pointed out that there is a lack of statistical data enabling factual reli-
ance on specific evidence. Bearing in mind the experience with programming
and evaluation of the RDP 2014-2020, one should also express concerns about
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the institutional potential of individual Member States in the preparation of stra-
tegic plans for their countries. Certainly, the preparation of such plans will gen-
erate significant administrative costs’ and does not mean simplifying the CAP at
the level of the Member States’ administration.

It should be stated that the Commission’s proposal lacks guidelines (perhaps
they will be passed on to Member States in a different form) on how to balance the
economic, environmental and social objectives of the CAP they plan to implement.
The EC did not indicate also the hierarchy of goals. The only guidance in this re-
gard is Article 92 “Increased ambition with regard to environmental- and climate-
-related objectives” of the draft central regulation (COM(2018)392), which states
that “Member States shall aim to make, through their CAP Strategic Plans (...)
a greater overall contribution to the achievement of the specific environmental-
and climate-related objectives”. They must also indicate how they intend to
achieve this greater contribution.

In addition, although the EC proposal foresees giving the Member States
a greater influence on the CAP, it is difficult to predict what it will look like in
practice. As Wieliczko (2018b) points out, “increasing the role of Member States
in shaping the implementation of the CAP is a good solution from the point of
view of the need to adjust the instruments to the specific needs of rural areas and
agriculture in a given area. However, there is a concern that restrictions on the
availability of statistical data and small resources allocated by individual countries
to monitor the implementation of the CAP may cause difficulties in demonstrating
that the objectives of the CAP are actually implemented. In addition, contrary to
the EC’s declarations, strategic plans mean a significant increase in administrative
burdens for the Member States’ administrations. This will be particularly severe
in the first period of implementation of the new rules of the CAP’s functioning,
when the public administration will only become familiar with the new rules of
shaping the CAP at the level of states and regions. The most important concern
from the point of view of the Member States may be the principle that in the case
of unsatisfactory progress in achieving the objectives of the strategic plan of the
CAP, the EC may suspend payments. Setting annual targets may increase the
credibility of the CAP as a policy with concrete effects, but it should be remem-
bered that any shifts in the adoption of strategic plans, including those not caused
by Member States, resulting from delays on the part of the EC, and those resulting

" The increase in administrative costs related to the proposed reform of the CAP was also
highlighted in the report on administrative costs of the CAP prepared at the request of the EC
(Ecorys, 2019). It should also be noted that the costs of implementing the CAP, in particular
of the measures related to the development of rural areas, are systematically growing, as indi-
cated, for example, by the Féhrmann, Grajewski and Reiter studies (2014).
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from unforeseen external factors, may prevent the achievement of annual targets.
It seems that such a short settlement period is not appropriate for the complex en-
vironmental objectives to be implemented by the CAP. Several years’ goals
should be introduced, and the annual implementation, at least in the period be-
tween 2021 and 2027, should be treated as a starting point for developing the
shape of the CAP for the next programming period”.

Also the European Court of Auditors (ECA) commented on the EC’s pro-
posal in a similar way. The ECA in its review of the Commission’s legislative
proposals for the forthcoming Multiannual Financial Framework (MFF) empha-
sized that “We welcome the Commission’s intention to shift to a performance-
-based model for the CAP. However, the absence of clear, specific and quanti-
fied EU objectives creates uncertainty about how the Commission would assess
Member States’ CAP strategic plans. We also regret the fact that the proposed
performance framework provides only weak incentives: targets could be missed
by a considerable margin with little impact on EU funding, and successful per-
formance could trigger at best a marginal “performance bonus”. We have our
doubts as regards the Commission’s view that the proposal will reinforce the
CAP’s links with environmental and climate objectives. And we also question
how the Commission intends to assess or measure the environmental impact of
the proposed changes” (ECA, 2019, p. 14).

In conclusion, it is difficult not to agree with the Erjeveca et al. (2018,
p- 11), who stated that during the programming period between 2021 and 2027,
strategic planning of the CAP would not bring about a fundamental improve-
ment of the effects of the CAP, as no significant modification of the policy in-
struments was foreseen. Perceptible effects of changes in the implementation
system may occur at the earliest in the next programming period, when the
changes of the CAP implementation system will strengthen, and a larger amount
of evidence will allow the implementation of new, more effective and effective
instruments better matching the needs of farmers in a given region.

1.4. Model of implementing the CAP

The Commission proposed the so-called new implementation model.
Petre Daea, the Minister of Agriculture and Rural Development of Romania,
stated that “The new delivery model is the centrepiece of the CAP reform and its
most innovative feature. Thanks to this paradigm shift, Member States will get
a greater say in designing their national policies, but will also have greater re-
sponsibility” (Agriculture and Fisheries Council, 2019).

In fact, this new implementation model means that planning is extended to
the entirety of the CAP instruments, which until now was limited only to the ru-
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ral development policy, i.e. the second pillar of the CAP. However, this new
model does not imply changes to the CAP instrument management system but is
limited only to the extension of planning also to the first pillar. Member States
will be required to prepare their national strategic plans. Their preparation is to
be based on the SWOT analysis of the situation in the rural areas and in agricul-
ture as well as on the assessment of their developmental needs. The proposal for
the EC regulation concerning these documents (COM(2018)392) enumerates the
elements that must be included in these plans. The structure of the plan is similar
to the current shape of rural development programmes. A novelty is the descrip-
tion of elements ensuring the modernization of the CAP and the description of
elements related to the simplification and reduction of administrative burdens
for final beneficiaries. As for the modernization of the CAP, it is to be based on
the Agricultural Knowledge and Innovation System (AKIS), therefore, the stra-
tegic plan in this part must present in detail the issues concerning consultancy
services and services in the field of innovation support.

Attention was also paid to procedural issues. In this respect, what was
emphasized was the need to include entities dealing with environmental issues
in the creation of plans and the participation of various stakeholder groups in the
process of preparing the strategic plan.

It should also be noted that each Member State is obliged to prepare only
one strategic plan. Until now, in many countries, rural development programmes
have been prepared at the regional level. The EC proposal assumes that elements
of the strategic plan may be prepared at the regional level, but coherence and
compliance with the elements of the CAP strategic plan at the national level
must be ensured.

As Matthews (2019) points out, this new implementation model is the most
important element of the CAP reform. The EC proposing a new model of CAP
implementation assumes a departure from concentration on spending to focus on
the results. However, despite the declared simplification, there is no information
in the legislative proposal that the amount of tolerable risk of errors will be in-
creased or adapted to individual CAP instruments. Therefore, there is no question
of actually simplifying the delivery of agricultural policy. At this point, it is worth
quoting the findings from over a decade regarding the costs of control:

e “An increase in control costs above the present level (13%) would not be
cost-effective, because a marginal increase of the number of on-the-spot con-
trols by 1% of the beneficiaries would yield savings of irregular expenditure
amounting to only around 10% of the costs of these additional controls.
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e Reducing the level of error from the current 4% to the Court’s materiality
level of 2%°®, would increase the cost of control from around 13% to almost
30% of total public expenditure on the measures, and would not be cost-
-effective.

e Agro-environmental measures contribute significantly to the overall error
rate for rural development.

e As it would not be cost-effective to increase controls, the tolerable risk level
for rural development measures is clearly above 2% and may lie above 5%”
(COM(2008)866, p. 12).

In addition, it should be recalled that studies on 2005 data showed that the
costs of controlling agri-environmental measures amount to 13% of funds spent
on this instrument, which means that controlling this measure is 3 times more ex-
pensive than the average for the CAP (COM(2008)866, p. 13). It should be noted
that this is not a record. According to the calculations of the German Baden-
-Wirttemberg Rechnungshof, the costs related to the control in one of the cases
examined were 21 times higher than the error which this control revealed (Baden-
-Wiirttemberg Rechnungshof, 2015).

In the case of the new CAP delivery model, there will also be costs related
to the EC’s control of the Member States’ reorientation of controls towards the
implementation results. The costs of this action will also be borne by the Mem-
ber States, which have to monitor more closely the effects of support, while still
being obliged to strictly adhere to the permissible level of irregularities in the
spending of funds.

Articles 96, 97 and 103 of the draft Regulation COM(2018)392 indicate
how specific objectives relating to the environment are to be included in the
strategic plans. As stated in Article 96, the assessment of the needs related to
these objectives must take into account national environmental and climate plans
based on the EU legal regulations, which are listed in Annex XI of the draft
Regulation COM(2018)392. They include the following issues:

e Protection of wild birds;

e Protection of natural habitats and wild fauna and flora;

e Water policy;

e Protection of waters against pollution caused by nitrates from agricultural

sources;

Air quality and cleaner air for Europe;

e Reduction of domestic emissions of certain types of atmospheric pollution;

% This is the result of a calculation based on the hypothesis that the error rate decreases in
a linear manner when the rate of controls increases and excluding any extra dissuasive effect
of more controls.
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e Inclusion of emissions and removal of greenhouse gases from land use activi-
ties, land use change and forestry to the framework of the climate and energy
policy by 2030;

e Promoting the use of energy from renewable sources;

e Energy efficiency;

e Energy union.

For many years, the debate over the shape of the CAP has been largely
limited to a small group of issues. They cover the following topics:

1. Equality of the rates of direct payments — a problem raised by many countries
from the so-called new Member States, which indicate that it is unfair to dif-
ferentiate the rates of direct payments.

2. Distribution of support — this is both about the question of what entities to
consider as real farmers and the scale of support that should be available to
the largest farms.

3. Impact of the CAP on the environment — the problem arises mainly in the con-
text of low efficiency and effectiveness of environmental measures already ex-
isting under the CAP and the need to increase the environmental involvement
of this policy. Critics of this approach indicate that high environmental stand-
ards reduce the competitive ability of European agriculture in comparison with
world agriculture and are introduced without additional financial support,
which increases the costs of running agricultural activity.

4. The problem of CAP orientation — a sectoral or territorial policy dilemma
related to the way rural areas should be supported.

These problems are still important elements of the debate on the CAP and
they also appear in the discussion on the current reform of this policy. Many
Member States are still raising the problem of leveling the rates of direct pay-
ments. In anticipation of these demands, the EC announced continuation of ac-
tivities in this direction initiated as part of the last CAP reform. However, these
actions are also criticized. Already in the debate on the recent reform, Bureau
and Mahe (2008) pointed out that the leveling of direct payment rates should be
gradual and occur only when the convergence of the level of economic devel-
opment is observed. But as Bourget (2019) shows, the equalization of rates has
already occurred. He gives an example of farms specializing in cereal crops in
France, Poland and Hungary, where the payment rate in 2015 was around EUR
250 per 1 ha of UAA.

Over the past two decades, neither the legitimacy of the functioning of agri-
cultural policy at the EU level nor the existing division of competences between
Member States and the EC have been raised on a wider scale. The EC proposal
of 2018 drew attention to this issue. This is due to the increase in the role of the
Member States in shaping the CAP implementation declared by the European
Commission. Bourget (2019) indicates the need to clearly define which activi-
ties should remain at the EU level, and which should be passed on to Member
States due to the fact that they can deal with them more effectively and ef-
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feciently. It also raises concerns about the availability in some new Member
States sufficient administrative and institutional capacity to prepare and imple-
ment national strategic plans.

An important dilemma associated with the EC’s proposal is the issue of the
actual scope of powers that Member States are to have. This means an increase in
uncertainty about the functioning of the CAP. At the same time, there are voices
(e.g. Bourget, 2019) that increasing the role of the state actually means the actual
dismantling of the CAP or the first phase of renationalisation of agricultural policy
(Carpon, 2018)°. With a significant reduction of the budget, in the situation of in-
creasing support for agriculture, for example in Russia or China, this threatens to
undermine the competitive position of European agriculture.

The question that can be asked in the context of the planned increase in
the rights of the Member States in the field of CAP design and implementation
is whether the basis of this proposal is not the lack of a common vision of the
Member States regarding the future of the CAP. As indicated by Bureau and
Mahé (2008), already in 2008 it was evident that the EU Member States did not
have a common vision for the development of the CAP. It may also be a re-
sponse to the growing reluctance of some Member States to support agricultural
policy and to transfer funds to less developed countries.

Experience in preparing national strategic plans that has been gained so
far indicates that this is a very complicated and time-consuming undertaking.
This is mainly due to the following issues:

e The principles and procedures for developing plans that currently are being
created by the EC.

e The complexity and scope of the specific objectives of the new CAP, to
which Member States must refer.

e The need to prove the solutions proposed by a given country, which means
that it is necessary to collect relevant data and research results justifying the
assumed approach to the implementation of the CAP instruments.

1.5. Proposed shape of the CAP measures in 2021-2027

The European Commission presented its proposals for the CAP instru-
ments for 2021-2027 in a central regulation (COM(2018)392). The proposed
instruments do not differ significantly from those implemented so far.

An important element of the EC proposal is the principle of conditionali-
ty. According to it, Member States are to impose penalties on farmers who do
not meet the basic requirements set out in the EU law or the good agricultural
and environmental conditions established in the strategic plan of the CAP. Pen-
alties may be imposed on farmers who receive payments for environmental, cli-

° A wider debate of experts on this subject is available at: https://iegpolicy.agribusi nessintelli-
gence.informa.com/PL217316/Stakeholder-reactions-to-the-new-CAP-proposals-for-202127.
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matic and other commitments in the field of management, payments for natural

constraints or other site-specific restrictions or payments due to unfavourable

site-specific conditions arising from certain mandatory requirements.

Due to the fact that the system of knowledge and innovations in the field
of agriculture is to be the basis for the modernization of the CAP, particular at-
tention has been paid to the agricultural advisory system. The project indicated
a minimum range of advisory services to be available to farmers:

e All requirements included in the CAP’s strategic plan for farmers and other
beneficiaries;

e Requirements resulting from regulations implementing the following direc-
tives: on water (2000/60/EC), on the use of pesticides (2009/128/EC), on the
conservation of natural habitats and of wild fauna and flora (92/43/EEC), on
conservation of wild birds (2009/147/EC), on air quality (2008/50/EC), on
emission reduction (2016/2284);

e Requirements regarding the use of plant protection products contained in Article
55 of Regulation No. 1107/2009 and Regulation No. 2016/2031;

e Conditions relating to animal diseases resulting from Regulation No. 2016/429;

e Agricultural practices preventing the development of resistance to anti-
microbial agents;

e Risk management;

e Innovation support;

e Development of digital technologies in agriculture and in rural areas.

As far now, direct payments will remain the most important element of
support for agriculture under the CAP. Generally, payment titles will not change
in relation to the current set:

Basic income support.

Complementary redistributive income support.

Complementary income support for young farmers.

Systems for climate and the environment (current greening of payments).

Income support related to production volume.

Specific payment for cotton.

However, it should be emphasized that the redistributive payment ceases
to be a voluntary payment and becomes an obligatory element of the direct
payment system for all Member States. The presented set of payment types does
not mention the voluntary simplified system for small farms, which is provided
for in Regulation 1307/2013. However, the EC proposal also includes the possi-
bility of using such a system in the period between 2021 and 2027 (Article 25 —
Round sum payment for small farmers). However, unlike at present, it was pro-
posed that support for young farmers would be voluntary.

AN N
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The Commission’s proposal also includes a mandatory limitation on the
amount of payments received. In the current payment system, the reduction co-
vers amounts over EUR 150,000. In 2021-2027, payments above the amount of
EUR 60,000 are to be reduced. The gradual reduction is to apply to funds above
this amount. The Member States were given little room for maneuver in terms of
reductions, as for the first three reduction thresholds it is indicated in the EC’s
proposal that the payments should be reduced by “at least” a given percentage,
and the amount exceeding EUR 100,000 should be taken entirely. As a result, a
given farmer will only be able to obtain EUR 73,750 of diect payments if the
reduction of support in a given country is not greater than the minimum limits
set out in the draft central regulation.

However, it should be noted that the scale of reduction will be significant-
ly lower, as the applicable reduction is to be lowered by remuneration related to
agricultural activity (including taxes and social security contributions related to
employment) and the equivalent cost of permanent unpaid work related to agri-
cultural activity and performed by persons working on a given farm.

In its proposal, the EC determined the manner of managing funds that
were not allocated for direct payments as a result of the introduction of a maxi-
mum support limit. The released funds can be used for supplementary redistribu-
tive income support, and if sufficient funds are available, also for other pay-
ments unrelated to the volume of production. It is also possible to allocate part
or all of the amount obtained to activities from the second pillar of the CAP. It is
worth noting that such a transfer of funds between the pillars is not subject to the
limits established for transfers of funds between the pillars.

As regards the entitlements to receive payments unrelated to production, the
term “genuine farmers” was used in the EC draft. In the regulation on the function-
ing of the direct payments system in 2015-2020 (Regulation No. 1307/2013), the
term “active farmer” was used, which was often criticized as imprecise.

Another requirement for receiving direct payments is the size of agricul-
tural land exceeding the minimum area threshold. The European Commission’s
proposal foresees the determination by the Member States of the area threshold.
Until now, Member States had the option of specifying an area threshold of 1 ha
or a threshold of 100 euros, although they could restrain from applying such
thresholds to the outermost regions.

Various payment systems have existed until now. The EC proposal pro-
vides for keeping them all. It is possible to grant payment entitlements or intro-
duce a single area payment. In addition, Member States can differentiate region-
ally payment rates based on different socio-economic or agronomic conditions.
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The European Commission pays special attention to environmental issues
in the proposed reform of the CAP. These issues form a system known as green
architecture. The revised green architecture provides for strengthening the con-
ditionality requirements and extending voluntary requirements exceeding the
required minimum (Figure 3). The new conditionality system is a combination
of the requirements of cross-compliance with the requirements currently operat-
ing as part of the greening of direct payments. On the other hand, the voluntary
system will be close to the current one, however, the requirements implemented
voluntarily are to be clearly more far-reaching than the mandatory minimum.

Figure 3. Diagram of green architecture of the future CAP
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As for the new elements of conditionality, they include the new GAEC
standards:
e GAEC 2: adequate protection of wetlands and peat bogs;
e GAEC 5: use of a tool for the sustainable management of nutrients, the so-
-called FaST (Farm Sustainability Tool for Nutrients);
e GAEC 8: rotation.
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The FaST application is a very interesting proposal. It is supposed to contain
data from various sources, including public databases (e.g. IACS and LPIS) as well
as data possessed by the farmer and results of analyses of soil samples, nutrient
balance and crop history. The application is to be created by Member States and
made available to farmers free of charge. The application is to enable generation of
management plans for soil nutrients. Despite the usefulness of this tool, the EC
does not provide control over whether farmers use this application. This means no
actual strengthening of the CAP’s commitment to improve soil quality.

For coupled payments, the types of production that may be eligible for
support are to remain unchanged. The list has been extended only to other non-
-food crops, excluding trees, used for the production of products that can substi-
tute for fossil materials. In the case of sectoral interventions, there are also no
major changes in the scope and form of payments.

With respect to support for rural development, the following types of in-
terventions have been identified in the EC proposal:

a) Environmental, climate and other commitments in the field of management;

b) Natural constraints or other area-specific restrictions;

¢) Unfavourable site-specific conditions resulting from specific mandatory re-
quirements;

d) Investments;

e) Start-up of young farmers and establishment of rural enterprises;

f) Risk management tools;

g) Cooperation;

h) Exchange of knowledge and information.

As already mentioned, when discussing green architecture, the climate
and environmental commitments made on a voluntary basis must significantly
exceed the mandatory minimum. The period of their implementation is to be 5 to
7 years, although in justified cases it is possible for Member States to implement
certain obligations for a longer period, which is in line with the provisions of
Regulation No. 1305/2013 currently in force.

In the case of payments regarding natural limitations in conducting agri-
cultural activity or other restrictions specific to a given area, the existing solu-
tions have been maintained'’. Both the scope of restrictions and support options
remained unchanged.

10 payments related to farm support to which other area-specific restrictions apply under Reg-
ulation 1305/2013 are payments for Natura 2000 sites and payments related to the Water
Framework Directive.
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However, the investment regulations have changed. Clearly, in one Arti-
cle, investment categories are listed which will not be considered as eligible
costs. They include:

e Purchase of agricultural production rights;

e Purchase of payment entitlements;

e Purchase of land, with the exception of the purchase of land to protect the
environment or the purchase of land by young farmers using financial in-
struments;

e Purchase of animals, annual plants and planting these plants for purposes
other than restoring agricultural or forestry potential as a result of natural dis-
asters and catastrophes;

e Interest on debt, with the exception of subsidies granted in the form of subsi-
dies for interest payments or subsidies for guarantee fees;

e Investments in irrigation, incompatible with the aspiration to achieve good
status of water bodies;

e Investments in large infrastructure projects that are not part of the local de-
velopment strategy;

e Investments in afforestation that are not consistent with climate and envi-
ronmental objectives consistent with the principles of sustainable forest man-
agement.

However, some exceptions are provided for this list. It is about financing
investments using financial instruments, which includes: purchase of agricultur-
al production rights; purchase of payment entitlements; purchase of animals, an-
nual plants and planting of these plants for purposes other than restoring agricul-
tural or forestry potential as a result of natural disasters and disasters and in-
vestments in large infrastructure projects that are not part of the local develop-
ment strategy.

The hitherto binding regulations used a mixed approach to determine the
types of investments possible to be co-financed. Investments that could be co-
financed were enumerated, and for specific types of investments, possible ex-
ceptions were also mentioned which could not be supported.

As for the level of support, unlike according to the regulation currently in
force, the maximum level of support was not diversified depending on the type
of region or beneficiary or the nature of the investment. Only the provision has
been introduced that support may have a maximum level of 75% of eligible
costs''. At the same time, the European Commission’s proposal provides for the

" The limit refers to the total public support — both the EU and national public funds.
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possibility of increasing the maximum level of support for certain investment

categories, including:

1. Afforestation and non-productive investments related to specific environ-
mental and climate objectives.

2. Investments in basic services in rural areas.

3. Investments in the restoration of agricultural or forestry potential as a result
of natural disasters or disasters and investments in appropriate preventive
actions in forests and in the rural environment.

It is worth noting that the EC proposal foresees a further increase in the
role of financial instruments as part of support for rural development. The EC
proposal allows for the provision of investment support in a lump-sum form up
to a maximum of EUR 100,000, which may be combined with support in the
form of a financial instrument. This applies to investments supporting young
farmers in starting up their agricultural activity, establishing rural enterprises
related to agriculture and forestry, or diversifying the income of farm house-
holds, and setting up enterprises conducting non-agricultural activities in rural
areas as part of local development strategies.

In addition, as regards financial instruments, it should be emphasized that
the rules of their operation under the CAP will become more consistent with the
rules for implementing these instruments under the other EU funds. This is due
to the proposal to use the provisions of the Regulation on common rules.

In the case of supporting risk management a change in the scope of tools
that may be obtained under the second pillar of the CAP is to be extended. Pur-
suant to Regulation No. 1305/2013, there were three possible forms of support
for risk management tools, namely:

e “Financial contributions to premiums for crop, animal and plant insurance
against economic losses to farmers caused by adverse climatic events, animal
or plant diseases, pest infestation, or an environmental incident;

e Financial contributions to mutual funds to pay financial compensations to
farmers, for economic losses caused by adverse climatic events or by the
outbreak of an animal or plant disease or pest infestation or an environmental
incident;

e An income stabilisation tool, in the form of financial contributions to mutual
funds, providing compensation to farmers for a severe drop in their income”
(Article 36).

However, the EC proposal listed only two forms of support, a financial
contribution to insurance premiums and mutual insurance funds, which limits
support to insurance instruments. In addition, now the Member States them-
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selves can decide on the scope of support and rules for the creation of mutual

insurance funds.

Regarding the EAFRD contribution, at present, the maximum level of the
rate is to be uniform for all measures implemented and included in the strategic
plan (currently in the RDP). The maximum acceptable level of the EAFRD con-
tribution provided for in the EC proposal is lower than currently in force under
Regulation No. 1305/2013 and is to be:

a) “70% of eligible public expenditure in the outermost regions and on the
smaller Aegean islands within the meaning of Regulation (EU) No.
229/2013;

b) 70% of eligible public expenditure in less developed regions;

c) 65% of eligible expenditure for payments under Article 66;

d) 43% of eligible public expenditure in other regions” (Article 85,
COM(2018)392)".

The EC proposal provides for the possibility of transferring funds between
the CAP pillars. For both pillars of the CAP, it is possible to shift up to 15% of
the funds. The document also specifies the minimum and the maximum level of
financial allocation for the selected support instruments or directions of inter-
ventions. As before, at least 5% of the total EAFRD allocation should be allo-
cated to the LEADER. At the same time, at least 30% of the EAFRD funds
should be allocated for the delivery of specific climate and environmental objec-
tives, namely:

e Contributing to the mitigation and adaptation of climate change, as well as
the use of sustainable energy;

e Supporting sustainable development and efficient management of natural re-
sources, such as water, soil and air;

e Contributing to the protection of biodiversity, enhancing ecosystem services
and protecting habitats and landscapes.

In the draft central regulation, the EC also included the minimum amounts
reserved for the objective “Attract young farmers and facilitate business devel-
opment”. It is worth noting that in this case, unlike in the other cases, there was
no indication of the percentage of funds allocated for a given Member State as
the minimum level of expenditure for this purpose, but the minimum amount has
just been set. Moreover, this amount represents a different percentage of total
anticipated support. On average, it is 1.5% of the total EAFRD and EAGF funds
(Table 6). The share of the minimum amount to be earmarked for attracting

"2 Derogations from this level of maximum rate are also envisaged. However, their list is
shorter than at present and applies only to the LEADER (maximum rate of 80%) and funds
obtained from capping and transfer of funds between the pillars.
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young farmers in the allocation of CAP funds varies from 0.5% for Malta to
1.8% for Belgium and the Netherlands. In the case of Poland, it is slightly lower
than the EU average and amounts to 1.4%.

Table 6. Amount allocated for the implementation of the objective
“Attract young farmers and facilitate business development”

Minimal amount Share in the total
allocated for the objec- Total allocated amount
Member State C e o amount
tive “Attract young...
in EUR in %
Austria 93,074,737 8,017,005,976 1.2
Belgium 67,984,553 3,869,474,000 1.8
Bulgaria 111,714,893 7,575,291,758 1.5
Croatia 51,012,168 4,519,998,975 1.1
Cyprus 6,545,014 439,161,646 1.5
Czech Republic 117,438,202 7,683,322,486 1.5
Denmark 118,457,430 6,453,560,001 1.8
Estonia 25,459,518 1,888,107,060 1.3
Finland 71,553,668 5,621,832,008 1.3
France 1,000,690,173 58,499,323,141 1.7
Greece 259,844,046 17,823,067,500 1.5
Germany 675,235,113 40,691,230,545 1.7
Hungary 170,767,751 11,451,805,008 1.5
ITreland 162,951,362 10,000,264,610 1.6
Italy 498,425,970 33,813,471,209 1.5
Latvia 45413,117 3,091,806,708 1.5
Lithuania 77,079,633 5,220,259,235 1.5
Luxembourg 4,498,340 310,953,825 14
Malta 631,050 117,003,698 0.5
Netherlands 98,541,849 5,439,150,976 1.8
Poland 428,455,482 30,648,007,825 1.4
Portugal 85,298,456 7,718,646,481 1.1
Romania 270,679,764 20,292.511,606 1.3
Slovakia 55,640,322 4,375,795,153 1.3
Slovenia 18,067,371 1,619,110,227 1.1
Spain 662,288,890 40,532,819,904 1.6
Sweden 94,276,068 6,194,659,557 1.5
EU 5,272,024,940 343,907,641,118 1.5

Source: Own elaboration based on COM(2018)392, Annex X.

In general, however, after comparing the provisions of Regulation No.
1305/2013 and the EC proposals regarding risk management in the CAP 2021-
2027, it can be concluded that the EC proposal is less complex as regards the
provisions in the Regulation, but this is not tantamount to simplifying the func-
tioning of this forms of support. This is due to the fact that the EC proposal
leaves many elements to the decisions of Member States, which in their strategic
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plans and other regulations will have to strictly define the framework for the
functioning of this instrument. Therefore, in fact, we are dealing with simplifica-
tion of regulations at the EU level and leaving to the Member States the need for
detailed specification of the framework for implementing support, which may
take very different forms depending on the bureaucratic tradition and the legal
system in a given Member State.

Summing up the comparative analysis of the EC proposals regarding the
CAP 2021-2027 and the current regulations governing the functioning of the
CAP shows that the form of defining the CAP delivery framework in the period
between 2021 and 2027 proposed by the EC is indeed significantly simplified
compared to Regulations No. 1305-1307/2013. However, this is not tantamount
to a real simplification of the CAP. It only means a far-reaching shift of the need
to specify and clarify the rules for the implementation of the CAP instruments
towards the level of the Member States.

1.6. Selected other proposals for the reform of the CAP

There is a large number of partial and comprehensive proposals for the re-
form of the CAP. It is impossible to present and refer to all of them, which is
why this section focuses only on a few examples.

An intriguing, comprehensive proposal for a long-term reform of the CAP
was presented by an expert group focused on the International Panel of Experts
on Sustainable Food Systems. This forum postulates the creation of a compre-
hensive food policy based on sustainable food systems. Within this concept, five
goals have been identified that define the shape of the proposed policy. They
include:

1. Providing access to land, water and healthy soils.

2. Systems that restore climatic resistance and healthy agricultural ecosystems.
3. Promoting a sufficient, healthy and balanced diet for everyone.

4. Building fairer, shorter and cleaner food chains.

5. Making trade contribute to sustainable development.

In addition, the study proposes transforming the CAP into a policy cover-
ing all food systems. The proposed approach to the transformation of the EU agri-
cultural policy based on this concept in the short and long term is shown in Table
7. The transformation of the CAP into the policy of food systems requires chang-
es in the method of policy making and paradigms (Table 8). It seems that while
the measures at the administrative level, especially those concerning the short pe-
riod, can be implemented without much ado, it is virtually impossible to imple-
ment the change in the entire architecture and philosophy of the CAP’s creation
and operation, and its successors, which is both with too high inertia and the
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strength of the agricultural lobby, as well as the short-sightedness of politicians at
various levels with regard to the ways of supporting the agricultural sector. The
majority of those responsible for the creation of agricultural policy practically do
not see the demand side, i.e. the requirements and needs of consumers.

Table 7. Measures necessary to create policies conducive to the creation
of sustainable food systems in the EU

MEDIUM- TO LONG-TERM POLICY

SHORT-TERM POLICY PROPOSALS PROPOSALS

Create position of the European Commission
Vice President for Sustainable Food Systems

Designate a Head of Food in every
Commission DG to ensure inter-sectoral

. Devise a Sustainable Food Scoreboard/
cooperation

Action Plan to track progress in the delivery

Develop a Sustainable Food Taskforce under of a Common Food Policy

the European Political Strategy Centre
(EPSC)

Create a Formal Intergroup on Food in the
European Parliament

Support creation of an EU Food Policy
Council

Introduce mechanism for systematic Introduce participatory process for assessing
coordination, practice sharing & learning at | technological innovations

the EU level on local/ territorial food initia-
tives (incl. urban & regional food policies)

Source: International Panel of Experts on Sustainable Food Systems (2019), p. 37.

The first of these objectives applies to both pillars of the CAP, but also to
regulations related to the environment, including the Water Framework Di-
rective (Directive 2000/60/EC) and the Nitrates Directive (Council Directive of
12 December 1991). It is also associated with Voluntary Responsible Govern-
ance of Tenure (VGGT) prepared by the FAO, EU Cohesion Policy and the na-
tional policy of Member States in the field of land management.

The authors of this concept point out that the current shape of the CAP
does not serve sustainable agriculture and lists many gaps and shortcomings of
the current CAP. At the same time, they present numerous proposals to improve
this state of affairs (Table 9).
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Table 8. Transformation towards a sustainable food system

policy areas

-poverty, development actors, etc. on
equal footing as co-designers of food policy

INTEGRATED FOOD POLICY
Specification BUSINE;?;RS OIiSCILA(IE:iigTORAL APPROACH (COMMON FOOD
POLICY)
Dominant role of DG Agri, ComAgri,
Agriculture Council & agribusiness stake- | Agriculture, health, environment, anti-
Who shapes holders; tensions between farmers (as -poverty, development actors, etc. on
policies? incumbents) / environment, health, anti- equal footing as co-designers of food
-poverty, consumer groups & among these | policy
groups (as consulted stakeholders)
) ) ) Food system-wide objectives with full
Bridging Agriculture, health, environment, anti- range of tools & resources; hard inter-

sectoral conditionalities (e.g. CAP
payments conditional on national pro-
gress on healthy diets)

Deliberate multi-level governance

Bridging Standardized EU-wide policy tools & with learning mechanisms & increased
governance limited funding for local initiatives (sim- support for local experimentation
levels plification & compatibility) (managing complexity & building

complementarity)

Food security

Focus on delivering cheap calories via
mass production/trade (LOW-COST

Focus on reducing hidden costs (e.g.
climate/health externalities), sharing
costs equitably along the chain &

& food prices making it pay to produce sustainable,
FOOD SYSTEM) healthy food (TRUE-COST FOOD
SYSTEM)
. Focus on technological product innovation | Focus on social, technological, organ-
Innovation . . . .. .
aradiem with universal applications (e.g. precision | izational, process-based and system-
P £ agriculture, climate-smart agriculture) -wide innovations (e.g. agroecology)
Resilience Reliance on risk management tools & Building long-t.erm 'resﬂlfance via
. .. agroecology, diversification & value-
paradigm ongoing income support

-based chains

Source: International Panel of Experts on Sustainable Food Systems (2019), p. 33.

The second of the objectives concerns systems rebuilding climate re-

sistance and healthy agricultural ecosystems. This objective is related to both
pillars of the CAP, as well as to cohesion policy, research and innovation, com-
petition policy, agricultural consultancy, foreign trade, as well as environmental
and climate regulations. In this respect, the current CAP shows many gaps and
shortcomings (Table 10). The authors of this proposal argue that it is necessary
to change the paradigm of the CAP, agricultural science and advisory and focus
on agroecology. Agroecology is defined as the use of knowledge in the field of
ecology to shape the food system'. According to the authors of the discussed

" The possibilities of agroecology in relation to European agriculture are widely presented in
Poux and Albert (2018). It presents the results of the Ten Years For Agroecology research
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CAP reform, at least 50% of the CAP funds should be allocated to rural devel-
opment, and the majority of this pool should be used for pro-environmental ac-
tivities. At the same time, they postulate maintaining direct payments with the
increasing level of conditionality, i.e. environmental requirements imposed on
farmers as a condition for obtaining support.

The third goal is related to diet and refers to the promotion of a healthy
and balanced diet (Table 11). The necessity to take into account this issue results
from the scale of the problem of obesity and related civilization diseases, such as
type 2 diabetes or hypertension. The current model of cheaper food is conducive
to bad eating habits. A diet based on unhealthy, highly processed products is
much cheaper than a diet based on low-processed products and rich in fruits and
vegetables. In addition, the spatial availability of unhealthy products is also
much higher, because this type of food, due to the fact that it is not perishable as
easily as fresh products is available at more points of sale. Naturally, the prob-
lem of a healthy or unhealthy diet is also related to the habits and customs of
consumers. Therefore, the implementation of this objective requires taking ac-
tion in various areas.

The fourth objective concerns the improvement of food supply chains
(Table 12). They are to become shorter, cleaner and more fair. The problem of
the length of food supply chains has been the subject of discussion for many
years and the importance of this issue is also emphasized in the EC’s documents
on the CAP. In the field of relations between farmers and other participants in
food supply chains, various actions are taken, as exemplified by the draft di-
rective, which prohibits the use of a number of commercial practices unfavoura-
ble to farmers (COM(2018)173). However, as far as food supply chains are con-
cerned, the issues of their ecological purity have not yet been addressed, alt-
hough the EC is taking measures to limit the use of plastic packaging as part of
the strategy of transforming the EU economy into a circular economy.

The fifth objective is related to international trade, which is particularly
important for the EU agri-food sector (Table 13). In this respect, it is postulated
to increase the balance of trade and to take environmental issues into account in
its trade policy.

project (TYFA). “The TYFA scenario is based on the widespread implementation of agroe-
cology and provides:

- gradual withdrawal of vegetable protein imports and transition to a healthier diet to 2050;

- decrease in agricultural production by 35% as compared to 2010 (in Kcal);

- providing healthy food for Europeans while maintaining export capacity;

- reducing the global food footprint in Europe;

- reduction of greenhouse gas emissions in the agricultural sector by a maximum of 40%;

- recovery of biodiversity and the protection of natural resources” (Poux and Albert, 2018, p. 1).

39



SONI[BUON}IPUOD JV)) S} OJUI SjudW
-o1nbar JuowoFeuew [10s mou 9)eI
-QJUI $OAT)ORII(] JIOMIWEI,] JOJB AN O}
UIIM 9JBUIPIO0D 2 ‘S[I0S AYI[EaY YIIm
1w do[oAdp pue| d[qeuIR)SNS J[1OU0IAT
01 9ANORII( pue] % [10S NF oY) 1dopy

9AT)OII(] ASIoUF 9]qeMaU
-9y UI SOANUAOUI [dNJOIq [[B IN0-3seyd

sornyed,J adeospuer] se soa1

OpN[OUl PUB SIATJOAII( SOPIONSI JO
9s() 9[qeure)sSng 29 SAIENIN “SIOMIWEI,]
I0Je A\ JO Sasned o1j10ads opnjour

0} AJITRUOnIpu0d [d JVO 9Y) WI0Joy

uononpoid AJIpowtod J[edS-931e]
Sunowoid syromawesy Aorjod Aq pourw
-Iopun s1 (9ANJAII( SOJBIIN ‘QANIAI
-1 JFomawe] 13BN ) sarorjod e}
-UdWIUOIIAUD H Ay} JO uonejudwd[dur
Ay L ‘Tros Jo uoneznriorid mof 29 due
-UIIA0S [BJUIWUOIIAUD PIJUIWSR.LY

s1owrey 3unok 1oy

Kuond 29 (7 9A1309[q(O 99s — SI0JBIIPUL
OpIM-H 9 Uo paseq) sioonpoid [eor
-30[000013¢e 10J [eSnya1 JsI1y JO I “[oul
‘spunj Jv) Sunyoorun Ioj uonIpuod e se
S91e)S JOqUIDJA [[B UI JUSWID[IIS [eIN 2
juowdo[oAdp puef 10J saroudde dofoad(g

K1018A108qQ pueT N4 ue dn 30§

(LDDOA)
2INUA ], JO 9OUBUIOAOL) J[qIsuodsay] oy}

uo sauI[apInD Areyunjo A dy3 juowa|du]

s1ourey Sunok

03 syuowAed 107 (SUI[I90 JO peIISuI) 9
wnwiuw Suronponut (Al SJOA] N AYy)
18 JOWLIB} OAT}OE JO UONIULIP dAnIsOd
Surpraoad (111 ‘swiIey [ENPIAIPUL O} S)USW
-Ked Surddeo (11 ‘suurey opeos-[[ews 03
uonnqL)sIpal A1ojepuett yim (039 ‘son
-1013109ds [BUOIFAI ‘9ZIS WLI] ‘AJISUIUL
Inoqey) eLoILIo 9)1sodwod 03 9130] paseq
-ea1e woyj Juryiys (1 :Aq wisiueyoow
syuowiAed 30211p 1d dVD Y} WLIOJOY

"pue| SS9908

0} SJUBIUD MU JOJ JOpJey )1 Surjew 29
UONBIUIIUOD pue| SUISLInodud ‘soord
pue dn SutAup ‘s1oonpoid Ajrpowrtuod
931e[ 1goudq sjudwAed poseq-eare
JUALIND 12K ‘YD) Y} Jopun J[qe[IeAe
oxe swnrwaid souwrey Suno X *dvD 9aYd
urym saapesddur puey Sundiyuo)

STVSOdOdd
ADI'TOd WYH.L-DNOT OL -INNIAdIN

STVSOdOdd ADI'TOd WIHL-LIOHS

SHIODI'TOd LNAJEND
NI SADVAMVIA ® SdVD

S[10S AY)[BaY pue Iojem ‘pue| 0} SS900E AINSUD 0} syuownysur Ao1jod g YL 6 9[qeL

40



€F d (610Z) SWaIsAg poo.y ajquuinisng uo Syadxs fO [oung [PUOYDULIIU] :2D4NOS

(7 2A193[qQ) 235) (SVf) SIIAIAS
KI0SIAPY wLIe ] Juopuadopul BIA JUIW
-o3eUBW [I0S [BOIS0]099013E 9}0WOIJ

SIomauely
N4 ue 1opun uononpoid pooy 10§
pueurey juduewrad se seare ojeudisoq

( 9A1n03[qO 99s) Suruued

WQ)SAS POOJ [BLIOJLLIS} pojeI3ojul Jopun
osn pue[ 9[qeuILISNS UO [BUONIPUOD
spun,j [exmonng () Y} 0} SSO0JL BN

sanpisar apronsad Suriojruow
yIm a1ua)) eye( [10S ueadoing yse[,

SoJBIS 19q
-wWoN 9y} ur Suniojyruow guntoddns o
-ud)) eje( 1A\ ueddoiny e ysiqeisy

"Q0UBUIOAOS PUB[ PUE [I0S UOIM])

-9q pI02sIp 2y} 2 ‘ordrounrd sAed-1on|
-10d a3 uo Y3noay} Mo[[0J 0} dINJIeJ oy}
A[qeI0U ‘SONSSI 9OUBUIOAOS [BJUSWUOT
-1AUD 10d23p $309[321 SIY T, “([9A9] NH Ay}
1e pa1Inbax Jou SI [10S UI SONPISAL dPIOT)
-sod Jo Suniojruow “3°9) sdeS Juowad10]
-Uuo 29 ‘so1391e1s Judwdo[oAdp puel 2[q
-puIRISOSUN ‘(A0 ASI0UY d[qeMAU
-0y dY) IOpUN SIATIUIDUI [NJOIq 29 SSAD
-o1d eaoxdde opronsad ‘qv) ay3 ‘[oun)

41



uonen3ay o1edI) Yl Ym
oul| ur (918309Y/S[EIUR) S)IUI|
AJTSUSD YO0)SAAI] 9oNPOIU]

suone[n3ay padq paredl
-PIJAl 29 SOUIOIPAIN AIBULIOID A QY) JO JUSWIIOJUD
PaduByUD 29 S}1031B) UONONPAI ASN JIIOIqIUE [BUON)
-BU U39S UO [BUONIPUOD SUIpuny v Y} BN

w1
S9ANO3[qO os[e 99s) sndut [eol
WY JO 9SN dUNNOI JNO-3SeyJ

(1 2AD93[qO 995) SUOTIBINTAI [BIUSUUOIIAUD
JO 114 Suimorjoy AJ[eUOnIpuOd |J 9SBAIdU]

syuow
-Aed pordnoos [[e no-aseyq

(Ansa103-013e) soon

29 ‘uononpoud 9[qe1aSoa 29 3y ‘sainjsed/spue|
-sse13 juouewrad ‘sdo1d snourungoy Jurxiy-
-udgomntu 10§ syuowAed pajdnod Jv)) Y} 9AIISNY

‘(uonyea1d qol 29 uoneZI[eIIAdL

[BInI [our) S)JOuUq-00 Auewr 3y} 1dsop “oreds
[BLIOILLI) B UO uononpoid pagj/pooy 29 JO0ISIAI]
/sdoxo Suneidojuror o1 ‘swdisAs uononpoid Sut
-KJ1SIOAIP Aq sy1ys asoy) yjreds 01 sydwone juarony
-JNSul U09q dARY 1Y [ P9y urdjord payrodur uo
so1ouapuadap 99npa1 29 ANSUOP YO0ISIAI] 9ONPAI
01 sdoys Juo3m Surrnbar ‘(syxodwr pady e1a uon
-BISQI0JOP YINV ‘uonnjjod 1ojem 29 1€ ‘SOHD)
sjoedul [BJUSWIUOIIAUD 9IJAJS Sey uononpold
NO0)SOAI] JAISUIU] *SUIAISAS uondnpo.ad dje.i1d
-9)uId.a 29 s)oedull J0)SIAI] SSAIPPE 0) dAN[Ie]

(sao3eo1pur [€0130[000013E
parepdn 29 douerdwoo-sso1d
Jo Surdrown) xeqqid o[3urs 1op

-un uorsiaoid spoo3 orjqnd 10y
sjuowiAed JyD) O3 [[€ QAISIY

(0°¢ omes10 (SHJ) SoWAYds ddque

-1en3 A1oyedionted {(sysD) aamnonde poyroddns
-Arunwwoo) sarxoid ojduts (111 10/pue (S901A

-10S UOISUAIX? [B2130[090013% Yim Surpiom (11 (KA
-1[eUONIPUOD [ PUOAdq "9'1) uononpoid pesy wie]
-uo ‘(INdI) uewageuew }sod pajerdour ‘syndur
OTJOIUAS 0IOZ ‘UONBIYISIIAIP ‘Uonje}ox doid [out
(.s1ore01pUI Indino,) saonoeld Jo 193s01 [9A9]-NT
o (1 :uo paseq ANqidy "gd 1opun wniwoid £3
-0[099013®, 2onponur 2 (7d) Judwdo[aad reiny
0} SuIpuny JvO NF oY) JO %0S 1Sed] 18 91ed1pa(

's10JedIpul AJijIqeure)

-SNS 9pIm-(H Jed]d B YsI[qeIsd 0} Sulfre] [Iym
‘SUONIUAINUL VD) 119y} USISOp 0} WOPILJ Ay}
S91B1S JOqUUIOTA Sunueld Aq Wwo30q Y} 03 998l
& Surgoune] 29 swo[qoid 9say) Suneqrooexa SLI
sresodoid wogar ) 1593e] Y], “OATIJJUL
Se U9ds A[9PIM 2IB SANI[BUOIIIPUOD 29 SAWIYDS
[BIUSWUOIAUD VD) 9[IYM (M0[oq 39S — 3ul
-ULIBJ J[O0)SAI] QAISUSIUL ‘[OUT) POZIPISqNS dq O}
anunuod aIMnoLIge Jo suoy gunnjjod-A[y3sy
ey} suedw Jv)) 9 ul 91307 1roddns swoour,
Surqreasrd oy, "uonIquie LW JUIILFJNSU]

STVSOdOdd ADI'TOd
INYHL-DNOT OL -INNIddN

STVSOdOdd ADI'TOd WIHL-LIOHS

SHIOI'IOd
LINHIAND NI SYDVEMVEA B SdVD

SWAISAS 21N NO0IZe AYI[BIY PUL JOUIIISIT AJBWID 910)SAI 01 sjudwnysur Lorjod NF YL ‘0] 9[9eL

42



'€¢ 'd (6107) SwaIsA§ poo,y a]qpuivisng Uo S}42dx5 JO [oUDJ [PUOIDULIIU] :2D4N0S

SonoLIeA

Ppa9s padepe A[[eo0] 2 spaaiq
J00)SAAI] [RUONIPERI) JO SUnNaY
-rew yim poddns RIOV-dId

29 So[nI JunosIeW pads Uy

o3ueyox9 JouLIE}-
-0)-1oure} 29 A30[000013e oziseydwo oyny 2
SIOULIR] 9IOW O} YoraNno [YOV-JId Y} 9sea1ouf

BIEP W] JO UONBPI[OSUO0I-IOAO0 0} UIPBI] SIOFIoW
ssoursnquge o0[q ‘uone[n3oy JoZIoIN Oy} Jopun

19A9] N Y 18 SV A1aa)

[0JBasal [82130]00

-0013e K10jedionied uo pasno
-0J (SI3V) SwaisAs uonea
-ouur 29 93pI[MOUY [BINYNOLI
-3e opm-N7 pareIdaur pring

syuowiAed

dVD 9y} Surjoorun I0J UonIpuod € se A30[009013k
0} uonisueny oddns 03 Kyroeded 29 93819400
[eL1031L19) ‘spaepue)s A)ijenb wnwiurw ‘SanIAn

-0® AI0SIApPR 29 S9[es Jo uoneredas uo paseq SV i
wopuadopur dojoaap 03 sa1e)S JOqUIDA o1Inbay]

‘suonje[ngal [BIUSWUOIIAUS () Y}

Jo uonejuawa[dwr 100d 03 Surped] JudweFeue
[10s pue pue] d[qeureisns 0} piegax ur sdeg 1ol
-ewW JO[ OS[e Sy (S ) SIOIAIS AIOSIAPE WLIB)
Jo uonezneard 29 JuounsoAIp oy, ‘(Arouryo
-ew 29 ‘syeonnooewreyd ‘syndur [eorwayo ‘Spoas
-3-9) sindur wureg yo Aypenb oyy Suraoxdur uo
Pasno0J pue ‘siourej 03 sagexoed oo [[os Os[e
oym si10joe ojearrd Aq padeys usaq A[Suisealo
-ur 9AeY sAemyjed uoneAOUUL 29 [OIBISAI I}
-nouide ‘Sururjoop j1oddns 9jeIs YIIA *IJIApE 2P
syndur ‘93po[mouy 10§ A1)SNPUT UO DUBINY

juowdinba JeInyNOLISE JO
uJISop Ul SI9SN OpN[OUl 29 SW)
-SAs ejep 901nos-uado jroddng

OV WM UOSTeI] Ul 29 “(D¥[) dNUD) YoIeas
-0y Jutof % (vHH) Louoly juowuosiauyg uedad

-0IN7 J9pun SI10JedIpul ddULWLIOJISd 29 S103BIIpUl
ndino [e0130[000013¢e d1epdn 29 do[oAdp JoyIN

Ajqiqeureisns

Jo syoadse oidnnu 2 ordiourid
Kreuonnesaxd yaim aurj ur suon
-BAOUUL SSAsse A[ojeraqiog

soaneradood eia eyep puowdinbas jo diysioumo
paleys 95eIN0OUD OFULYIXI [BIUOZLIOY 29 90INOS
uodo uo paseq SwAISAS [8I130[000013k ojur (dIn}
-[nouge uoisioaid) suoneaouur [BNIIP dJeIFIU]

6d.1 Jopun £30
-[099013€ UO [[01B3SAI-UONI. “PI[-IOULIB] AZIJLIOLIJ

(suuy
SSouISNQLISEe UO 9OUBI[AI JOULIR] OSBAIOUL 29
juowAojdwa oonpai jey) Juowdinba syndur oars
-uodxo "o°1) ojqeureisnsun £[ye1oos 2 (JAJI/us1s
-opal wvIsAs uey) Joyyer syndur [eorwoyd

*3°9) o[qeurEISNSUN AJ[RJUSWUOIIAUD JIE JRl])
saonoeld juswaSeuew Uo AJoI AJojewinn YoIgm
(S10TP9J 29 SAININOOUOW JAISUIIUIL ‘Q[BIS-I3 1))
s[opow uoronpoid 9910JUIdI OS[E INQ ‘SAIOUALD
-1JJ0 3uLlq SOXIJ-0Uydd}, AsAY ], ‘so1o1jod uols
-U9)Xd 29 2IMNOLISE ‘YoIedsal N Y} Iopun pa
-jowoid Suraq are (o1 nouse uosdid,) suon
-BAOUUI [J9)-YSIH "SIXIJ-0UYII) U0 UBIPY

43



29 AJOSIAPE ‘3ULIO}IUOW J[3UIS YSI[qeISH

-OSUI POOJ JO S[OAJ] SSasse A[Ie[n3ay

1ySu uewiny ©

SI S)aIp 9[qeureIsns 29 Ayj[eay 0) SS9008
QIOUM WIRISAS POOJ B SPIBMO] JIOM pUB ‘A)
-17enbaur ssarppe ey sarorjod [e100s 1A

LV A woij so[qeiddoa 29 ynyj jdwoxy

y3noayy pooj deayo Surpraoid "039 ‘s[[ys sut
-)009 JO SSO[ ‘po0} Ay3[eay 0} $soooe [edrsAyd
Jood ‘sanoy Surjiom 3uoj ela s19Ip Ay3edy

0} SS990E QUIULIIPUN UOISN[OXD [BIO0S 29
K11ar0( *Kdr1od [e1d0s 02onf ap se pooy deay)

suonoLys
-01 Funosrew [BUSIP 29 (S[OOYDS PUNOIE SI9)
-owad §SJH-0U SN0y Joxteuodns 29
sauryoew Jurpuaa orqnd ur syonpoid SSHIH
uo ueq ‘Jodsuen orqnd uo JUISIIIAPE 10N
-poxd SSJH Jo uoniquyoxd ‘sueq SuISnIdApe
AL '1oul ‘spooj passad01d-A[ysiy 2 SSAH
JO Sunasrew uo 9AIAIP N Y} Ysijqersy

syej-suer) uo ueq N d Y3 ydopy

swre[d yi[eay surpe9|
-s1w Ju9A91d 03 uone[nN3oY swie[d NG
oy Jopun s9[ijoid jusLnnu ysiqelsyg

[9A9] NH S
Je Qwoyos Surjoqe| uonuynu yoed-jo-
-Juo1j AI0Jepuetu UOWOD € YSI[qeISq

Surpuny

dVD 21 Sunyoo[un I0J UOHIPUOD S
UOIBONPS UoHLINU 29 “SUISUAdI| 29 Jul
-uoz guowainooid orqnd ‘sororjod [e10
-0s ‘sarorjod [eosy) ‘[oul ‘(Sue[{ Juow
-UOIIAUF POO,) Sue[d 101 Aoy
[euoneN oy Juowdrdur 29 dojoadg

(mo[aq 99s — sue{ 101 AYI[EOH [euon
-BN M Judwugife Surpnjour) sue(d
Jo Sunepdn [enuue 29 Juriojruow
ssar3oad ym ue[d uondy A1saqO
pooyp[IyD Nd Ay 0z0z-Isod dojaas

‘y3noud 3uoJ}s Jou e SpooJ Ay3[eay J0J
SOAIIUSUL QY [, "USIP[IYD 0} POy un( jasrewt
29 SPOOJ AUj[eayun spIemo) sIawnsuod ofpnu
‘SJUSWIUOIAUD [1e)21 9dByS 0} PAMO[[e Ud9q
oAey sotueduwios jeALld "S}OIp AY}eAY 0w
-o01d 03 sj1qeYy JoWNSU0d 29 SA[AISIJI] ‘Sjuo
-UOJIAUD J[Ing ‘sooeds orjqnd adeysa1 03 suon
-oe 9ysmbau oy} oye) 03 Juejonjal uarold aaey
SIOYBRWAOII[0d ‘TOAIMO * JUSWUOIIAUD POOJ,
IOpeOIq A} 29 SIO[IN0 [IejaI pooy 03 Ayrwurxoid
[eo1sAyd £q poouanyjur a1e S31(] * SHUIW
-UOJIIAUd POOJ, AYI[edY p[Ing 03 d.Anfre

STVSOdOdd
ADI'TO0d WHHL-ODNOT OL -INNIddN

STVSOdOdd
ADI'T0d WHHL-LIOHS

SHIOI'IOJd
LINHIAND NI SYADVEMVEA B SdVD

QUOAIIAD 10J JOIp podoue[eq pue Ayi[edy uaronyns e djowold 03 sjuownysur Ao1jod NFg oYL "1 91qeL

44



‘69 'd (6107) SwajsAg poo,J 2]qpuIvIsng uo s12dxXyg JO joUDg [PUODUIIUT :2D.AN0S
*SPOOJ UO APBLU SWIL[O [J[BAY PUL UOHLINU UO 907 JOqUIddA( (g JO [IOUN0)) dy) Jo pue judwerjied ueadoing oyl Jo 900z/+261 "ON (D) uonensoy 4

( 2 7 seAn09[qQO 99s) uononpoid

POO0J JO SONI[BUINIXS [BJUSUWIUOIIAUD 29 [BIO0S
Sunmdes pue ‘sdo1o snourungoy 29 sway
-SAS 1801300000138 PAIJISIOAIp Suntoddns
‘syuowiAed 0031S9A1] po[dnod FUTAOWAI :SATO
-170d uoronpoid Surwiojar £q s}a1p Ayiesy
m spooy jo Apiqeqreae/ootid usipy

swal Ayjeay 10
Surpuny uonowold JyD oY 9AIISIY

S191p
o[qeureisns pue Ay3[eoy I0j sQuIjopIng
K1eya1p [euoneu 2 Ng oys dojoadg

jej pue jjes ‘Ie

-3ns poppe 10} suondwoxd dA0waI (111
pue ‘el Ayenb Ajdde 0y K103ep
-uew J1 oyew (11 $393pnq puedxa (1 03
SWAYIS ML [OOYOS [1H 9} WIOJY

juow
-0INd014 J1[qng UdaIL) Ul saurjoping
uonnu 29 AJ[Iqeureisns poojy urpngo
-ut (11 29 ‘SUOIJB[NO[ED JSOO Ul PApN|d
-Ul 9q 0} sonI[euIdXd JuLmbai (1 £q
SIOIp Ay3[eay pue Suruiej d[qeurelsns
syroddns juowainooid orjqnd ainsug

'spooj Ayjreayun ojowoxd 03 oNUIIUOI
(sowayos uonowoid gy 3:9) sarorjod aprs
-A1ddns oprym ‘syjiys uononpoid 9ALIp 0} posn
Apuarognsur uddq Ay sa1d1[od JuowaINI0I]
*2ImnoLIde 910uS31 0} pud) 2y [eawda1d useq
oAy A1150q0 /S1o1p uo sarorjod 181§ IoqUIS]A
2 N4 UL ‘PAZIAUDUI A[JUSIJLIJNS JOU SI UOT)
-onpoud 9[qe1a3oA 29 JINI O[IYM Juepunqe pue
deoyo spooj SSIH /passeooid-A[y3iy oxew

01 djoy seonoeid Ansnput pooy 29 sinj3 Ajddng
*SOTWBUAD WAISAS pOO] SUIA[IopUN 29 SATIOL
-10od open-1ge Aq pooudnyyul SI SPOOJ JUIIIJIP
Jo Aiqerreae 29 Suroud ‘Ajddns oy, *sardrod
apis-puewdp pue -Ajddns 309uuo0d 0) dinfreq

K)JLINoosul Pooj a0} 03 29 sue[d 191
AyjeaH [euoneN oy} Jo UONEN[BAD 2 ‘UoI)e)
-uowardwr ‘uSrsop 1roddns 03 Apoq 1YSISIOA0

S9)B)S JOqUIDIA

AQ pa1oNpuod SJUSWISSISSE [enuue
uo Surmelrp K110a0d pooy NF Ay} Jo
s10jeo1pul dojoAd( <N Ay} ur AJno

‘soro110d AL193Sne ' Y} pue [euoneu

Aq pauruaspun 3uroq o1e ynq ‘pairnboi are syou
Kjayes 11008 29 SA139181Ss A11oA0d-11ue 1SNQOY
"$191p 100d JO sasned 1001 Ay} J[3JB) 03 S[Ie} INq
uoIN[os J[NeJop Y) oW0I9q Sey syueq pooy
BIA 10 sanIpowwod ode)s jo uononpoid ssew

45



spunj

(ISH) JuUSW)SOAUL [RINJINLIES
ueadoing uo €107/€0€1 “ON
(NF) uonen3aYy IJopun UOISIA
-o01d pooj 9[qeureisns apnjou|

(sesnoyroy3dne[s ajiqouwr

‘sqny pooj "3'9) spun,f [eIonNs % 7d dVO
oU} BIA SOIIAIOR FUIppe-on[eA 29 SUISS90
-01d [B00] YSI[qE}IS9-a1 0} FUIpUNJ ASLAIOU]

s[rouno))
Ko1104 POO [890] JO uUOnEBAId oY} Jo Joddns
ur pazIIqow dq ued spun [eInjonns ansuyg

(%S Apuarmo) yoroidde

NAAVAT oy ySnoayy pajjouueyd Surpunj
7d dVD U3 JO dIeys WNWIUIW dY} 9SBaIOU]

syuowaarnbar ssaooid [euoniper) 101ysn
QIRJ[OM [BLUIUE ‘[BJUSWIUOIIAUD JSNQOI 9pN]oul
01 (1Dd/Odd) sdwayds Ayjenb N7 Yy wiojoy

SOATJENIUT WIAISAS POOJ SATJBUId) B
woddns 03 JTomowely [9AS]-NH Y3 YSI[qeIsy

“SUD{EW-UOISIOAP 9ZIBIDOWIP 0}

SOAIUAOUI JUSIOIJNSUL 29 sowdyds ureyo Ajddns 110ys
UIe}I99 29 SIouLIe) 9[eds-[[ews J0J suondwaxd ouald
-Ay 29 Kjajes pooy Jo uoneuowdur 1ood (s3oenuod
juswaInoold orjqnd ssoooe 29 uorjonpoid 119y} 03 aN[eA
ppe ‘A[ddns o1e30133€ 01 s1ouwLIR) oTROS-[[RWS 10] 110d
-dns /ormjonusesjur Jo yor| Ay} :AQ POJUIPIAD SI SOAI)
-BI}IUI 9[BJS-[RLI0ILLID) JO uoneznuoud moT “(Juow
-aSeuew 001nosal quowkodwo ‘9)sem ‘oImonnseIul
‘A310u0 ‘yuowdo[oAdp [eINI “39) SI0JO3S JO KJOLIBA B
sso1oe ueds jey} sa1393ens JuUIWdO[OAIP JUIIIYOD OJUl
paje[suen) 9q 03 JoA dABY JNQ ‘SAINJIBJ WSAS POOJ JUAI
-Ind ssaIppe 0} [enuajod Jofew pjoy SAIFRIUL [BOO]
1030 pue sureyo Ajddns 110yg *SuId)sAs pooy [BLIO)LI
-19) 29 sureyd A[ddns ja0ys ssouaey A[nj 0} dIn[req

sooue
-Tequur ureyo A1ddns jo sosned
1001 29 SI0JOR JUSIJJIP JO
suonoojold 0A100dsal 19pIsu0o
29 suone[ngar 1.1 Jo syoed
-WI JO MIIAJI JBIA-f 9INSUF

Iomod Jo sasnqe [eo1}IoA
opn[oul 03 NHAL 9Y3 JO TOT S[PUIY 9SIAY

suore[ngal 1310w N Y} UIYIM BLIOILID
[BI00S 29 [BIUOWUOIIAUS AIOJepULtl dpn[ou]

‘suorouny
-sAp ureyo Ajddns woiy pajodjoxd axe ureyd Ajddns

9} UI SI0JO® [[B 1By} QINSUD 0} 29 S)ONIBW JUIAJOAD K|
-pide 109321 03 SIseq SuI03UO UB UO SUOISIAAI d1Inbal
1M Inq “aanisod are [9A9] NH Y Je (sd.LN) seonoead
open Jrejun oje[ngal 03 sdojs JueddY ‘SIoULIE] [BoS-
-WINIPaW 29 [[ews 10 A[[eroadsa ‘soonoerd Surpen areyun
01 AI[IqBIdUINA SAJBQIIBX UONBIUIIU0D dJerod1o)
‘sureyd Ajddns ur saoue[equur 1amod Jud)SISIJ

STVSOdOdd ADI'TOd
INYHL-DNOT OL -INNIddIN

STVSOdOdd
ADI'T0Od WHHL-LIOHS

SHIDI'TOd INHIEND NI SAOVEMVIA ¥ SdVD

sureyo Ajddns pooj Ioueo[o pue I91I0Ys “IdIIe] p[ing o} syuownisut Aorod Ng YL, "7 9Ll

46



‘18 d (6107) SwaisAg poo,] 2]quuIvIsng uo spLadxs f0 j[ound [pUODUIIU] (2D4N0S

Sur

-3exoed pooj onseyd jo no-3ur
-seyd paouonbas e a10[dx0 03
QAT)OAII(T SONSB[ Y} MIATANY

sjoyrew Surdesoed

-019z [e00] 9jowold 29 seruedwos pooy

uo soxe} Jurdesoed onserd jo uonidope a3e
-INOOUD 0} QATORII(] SONSe[d N Y} puswry

suon

-B[n30I1 S[RLIOJBIA] J0BIUO)) POO,] JO UOISIAAL
Surpnjour ‘welsAs pooj oy} ur asodxd DAY
oonpal 03 uone[n3ar darsudyardwod dojoasq

o3eyord AWOUOIY JB[NIII)) JO MOIAJI Jopun
(sureyo Ajddns 110ys ‘Jour) ugisopar ureyd Ad
-dns ®1a 93sBM JO UONONPOId padnpal 103Ie ],

'$918)S JOqUIDIA] AQ UOIIR)

-uow[dw 29 oxyeydn Ayoyed £q pon3eld are so13o3enS
‘SJUD}IUIIOD ATRJUN[OA UO Paseq ‘uonnqrysipal uo
Aurewnid 3ursnooy Aq [opot WA)SAS pooj SuIApdpun
oy ojenodiad sor3orens Junsixo ‘0oInos oy ye Jul
-3exoed 29 pooJ JUIYIOI JO 9ONPAI O} WIE UL JOYIBY
‘uondunsuos-1940 29 uononpoId-19A0 Jo sasned 3001
oy} ssaIppe 0} [1e] (syueq pooj ‘afeyoed Awouodoq Je|
-NOII) “3°9) 91SBM SSAIPPE 0} SAIFJeXS JUILINY) “SI[AIS
-9J11 SuiSueyd 29 [opow [1B3a ssew Ay} ‘sureyd Ad
-dns 3uoy 03 paxjurf are 93sem FuiFexoed 29 pooj ur so
-SeaIou] *3)seM guigeyded 29 pooj uo uonIqUIE MO

(308183 94001 "9°T) ,USRIS,
Juowdmodoxd orqnd [[e aeIN

(€ oAn

-03[qQ 295 Juowanooid J[qeure)sns uo oW
10}) VD 9ys Jopun yoddns [eonsi3or ypm
SoA1e12d009 29 SIoULIB) [BOS-[[BWS AQ SS90
-0k 9Je)I[108] 0} S9ssa001d 1opud) udIsap
S19318) [RUOIIEU PUNOQAW) YIIM KlOjepuetl
(ddD) 1uawaInd01g d1qnd UddIr) BN

(swogyed aurquo sy ‘soaneradooos 3-9)
S[OPOW SSAUISN] SAIIBUId)[E 10] Spun,j [ein}
-onns 2 7d dvD oy Iopun jroddns osearouy

47



UONBZI[BIdQI] WO SPOOT
DHD-Y31y opnjoxa 29 (yusunsnf
-pe 10pI10q) XB) {Q)D dd0nponuf

N4 2y} ut (SOSD) suonesue3Io K108 [IAID
29 S[enpIAIpul Suimof[e soojuerens [einpasord
M wstueyodw syure[dwos 9[qIssadoe piing

Kyoedeo uononpoid poog

Jo SuIp[Ingal 29 UONJBIIJISIOA
-1p ‘eje[n3aI 01 YSII 29 UONBID
-dooo A1038[N331 UO JUSFUNIUOD
SI UONBZI[RIQI] dpel) dIoyMm
S1uowodI3e open) o[qreuIR)sSns,
UNM SYJH % SV.LA oy ooe[doy

syuow
-0213® open3 3unSIXd Ul SU0I1309)0Id J0ISoAUT
1010 2 SSI JO s1ordll MIIAI 29 SHUSWAITE
openy 2rmng ut suorsiaoid (SOS]) Juow

-9[1os AndsIp 91e)S-10ISIAUI JO SN INO-ISey

sjuowaainbax Surysiy N[ Jo uone

-IQ)1QI (AT 29 ‘SUOIIB[OTA YH 29 SqeI3 pue] ‘uon
-BJSAI0JOp Iey 0} suoIsiAold o]qeaoIoJud 2
Surpurq (111 {sasne[o uorssaigar-uou (11 o3end
-ue] oAnduosald arow (1 :y3noIy sy 1. oy3 ut
sosne|[o Juowdo[oAdp o[qeureIsns uayiSuang

poo, 01143y

O} UO UOIIUSAUO)) JIOMIWEI]
NN 2 SIYSLI uewiny pue
ssauIsng uo judwnysul 3urpuiq

A[1e391 NN 1dope 29 djowoig

$107e11039U 9pEI) JOJ IAPE JAIIU0I

(A1 29 TOT)OR 9A1}0AII0) 29 dn-MO[0] Je[n3ox
J0J swistueydow (111 ‘spoyowr Aroyedronted (11
‘(10puas ‘pooy 03 JYSLI oY} 0} PAUI] SI0JEIpUI
U0 9JURI[AI ‘UOHILIINU 29 YI[BAY [oul) AJIjIqeure)
-SNS JO "JOp JB9[0 YIIM JUSWISSISSE YH 29 AN[Iqe
-ure)sns dJue Xo AJojepuet (1 :9pn[oul 03 SUIW
-ssasse joedwn Aiqeureisns v 1, Y} WIojoy

‘PAIBATIOR A[oTRI OIR

29 3991 JOB[ SV L 2y} ur sasne[o Juowdo
-[9A9D d[qeUIRISNS, I, "S}ONIEW [BQO[3
9[1JB[OA UO JURI[AI 29 ‘Spooj J[de)s 10]
Kouapuadap podwr ‘uononpoid Ayrpowr
-woo 110dX?d [NjuLIey A[[EJUSWUOIAUD
/A]1€100S 29 1509-M0] 0jul SALIUNod Jurdo
-[9A9P 00 JBY) SIUAWIISE opel) y3noy)
paysnd sey N7 oy ‘seouerequir omod jo
o3eyueApe Sunye], "AIrep 29 1BaW 1] S10}
-09s umruo-y31y ur syrodxo Jursearour
-IOAD UO Paseq Al (S I — SIudwaIdy
ope1], 991 A|qejou) sarorjod open-Lige
N4 ay3 uowoaIdy sued Yy 1opun uoned
-1 oJew1]d pue Judwdo[oAd(] 10J 90Ud
-1oy0)) Ad1104, 0} syuduIuwod aidsoq
*SV.LJ Y} BIA PIda0jurd.a uonezijerads
-19A0 AJIPOWIWO) 29 UOI)BIUILIO-)I0dX

STVSOdOdd ADI'TOd
WIHL-DNOTOL -INNIdAN

STVSOdOdd
ADI'TOd WYH.L-LIOHS

SAIDI'TO0d
LINHIAND NI SAOVIMVEA 2 SdVD

yuowdoroAap 9[qeuressns ojowold 03 openy ugro10j Juisn e pawre syudwnysul Aorjod NG 9y L, "€ 9[qeL

48



OPelL I0] PV, BlIA

SaLUNOd pIIy} 2 (§ 9A13[qO
99s) NH oy ur sureyd Ajddns
[euo13a1 /[eL103Ld) J10ddng

SOLIUNOJ Ak
-IPAWLIAIUI Y3NOIY} 29 SUOLFAI /SI0}I3S SSOIOR
Surdwnp uo syuredwod 29 oyur 0339133y

BLIDILIO QJRJ[OM [BUITUR 29 ()[BIY
‘[BIUOWIUOIIAUD QIIUIOUO0II ‘TRIOOS JIOI[dXd
sapnjour jey) Surdwnp jo uontuyep 1dopy

(T 9a199[q0

00s) uononpoid pagy poIeISAUL/[BIO] dJOoW
-01d 29 syuowiAed Jv ) poseq-evale wolj Aeme
Juys ‘(3roddns uvonowouid ‘sarprsqns 110dx9)
sjuowAed Jy) SunI0ISIpP-apes) [[B IN0-9seyd

"SUOI}BO0[ }S0IMO[ U} Ul paonpoid

Spo03 woyj Surduwmnp [BJUSWUOIIAUD /[BLD
-0s Jo syoedwr oy} JoJIns sIowe) N ay)
‘Quumuedy -I1omod Fumes-ooud o8ny
)M SILSNPUI POOJ-LISe [euorBUl[NW
Jo soonoeld oy se [[om se YHOoN [8qo[3
Q) UI SWIISAS FuruLIe] pazipisqns-A[ysiy
29 s100npoId prrom Furdo[oAdp ueamIdq
sde3 ssouoAnnodwos SurApropun s309[J
-1 SIY T, *(BOLY WIOUINOS /ISOAN UI AI1Bp
‘3'9) suorgal pue $10309S JO 93U B UL
s1oonpoid prrom Surdo[orop noropun 03
sonunuod sasnjdms N a3 Jo Surdwnp,
o ‘paqIno uoaq dAey sarorjod 1odxe-
-113® 0A1SSAI33e Js0wW S, () Y} A[TYA
*sfeuoneunnu jo sadndead 2 sded ssou
-3Appdduwod 03 anp Surdunp SureguQ

sosne[od Ajijiqeureisns v 4 oy}
s douerdwos-uou Sefj 03 SALYUNOD PIIY) 29

49



66 'd (6107) SWaISAS poo,] 2|gDUIDISNG UO SLI2AXF JO [oUDJ [PUOLIDUIIIU] :2IANOS

sa1A9] Surdwnp-

-njue 29 ‘Suroueulj 9JEWI[d

‘pre yuswdoroaap udipe 2 [ood
0} .pun,j uonIsueI] Isnf, 9JedI1)

dId a3 Surpn[our ‘SMO[J JUSW)SOAUI
29 pre N oy} J0J (SI0JedIPUI AJeWIO 29 AJISIOA
-IpOIq ‘[oUl) BLIJLID AJIqRUTRISNS 0NPOIU]

syrod
-wl Ysij 29 SANIPOWWO POOJ-
-113® [[& 0} QOUSSII[IP anp puaIxyg

sureyo A[ddns &
-IpOWIWIOD YSLI-}S2I0J Ul s10je1ado [[e 10 suon
-e31[q0 20ud3I[Ip onp AI0JepuUBW dINPOJU]

SJUQWIIZ Y

OLAM oY) UIIIM IOATR A\ 9SURYD)
dJewl])) © JO/pUe ASNB[O JUdW
-dojoadp orqeuressns e arojdxyg

Q9NIWIIO)) JUSWIUOT
-IAUF % 9peI], S, 0L 2 Jo Aydedes piing

(S.1D) Armooag

P00 P[IOA\ UO 23)IWIIO)) JY) & pUE UOISSIW
-wo) (OHM-0V ) snueuauwiy X4aod
) Je suone3o[op [euoneu/Nqg ayl Aq pardope
suonisod yoen 03 [eurod doys-dois-1 9181

‘sureyo Ajddns 1oy ynoqe uonew

-IOJUIL SO[ISIP 0} paIe} A[pajeadar daey
soruedwod A[Iym ‘A0S pue Ja9q 199139u
A1931e] UONE)SAIOJIP UO sA3pa[d Ansnpur
:JUSIOLJJNSUI SI UONB[NSAI-J[OS "UOIB)SI
-10JOp 29 sqeI3 pue| ‘QINNOLISE JAISUI)
-UI WOIJ ABME SMO[J JUSWISIAUL dJeALId
1001Ipal 29 9)e[n3ar 03 Jurprey are sororjod
NAH oy “arowrdyn, sAkemyied uonisuen
[B0130[009013¢€ 29 S10}0€ [800] 9znuolid 0}
PI[IB} QABY SMO[J JUSUNSIAUL [BUIIIXD 2
pre N 9YL ‘SMO[J JUIWIISIAUI d[(eure)
-SNSUN J331PA.I 29 JB[N3A.I 0) danIe]

50



It should be emphasized that this proposal draws attention to the role of
soil. According to JRC (2019), the value of ecosystem services generated by
soils in the European Union is EUR 1.2-10 trillion. In recent years, the problem
of the condition of soils and their biodiversity is increasingly being undertaken
by researchers representing various areas of science. The meaning of the soil is
well reflected in the quotation of the conference on the role of soils in Estonia
during the presidency of this country in the EU: “Humanity depends on two
things: the last top half meter of soil and how often it rains”. The conclusions of
the conference indicated, e.g., the need to update and supplement soil data in the
EU", especially because, as the European Academies’ Science Advisory Coun-
cil points out, there are many gaps in knowledge about soils and their function-
ing (Table 14).

Another proposal for reform was presented by Fresco and Poppe (2016).
It should be noted, however, that the direction of the CAP reform proposed by
these researchers is very similar to the already discussed concept of the Interna-
tional Panel of Experts on Sustainable Food Systems. This proposal also focuses
on the issues of the food system and the environment. Fresco and Poppe pro-
posed five pillars of the CAP, or rather a common agricultural and food policy.
They include the following elements:

e Pillar A — income support;

e Pillar B — ecosystem services, the provision of which is based on contracts;
e Pillar C — rural development: innovation in the service of competitiveness;
e Pillar D — food policy for consumers;

e Pillar E — monitoring and research.

The authors of this concept drew attention to the same challenges and
problems faced by the EU agriculture and the entire agri-food sector, as in the
previously discussed proposal, namely: food and nutrition security, climate
change, environment, healthy and safe food and social inequalities.

It is worth noting that the authors emphasize the problem of the lack of
understanding among the public opinion of agricultural issues and the European
Union’s policy towards this sector, which increases the opposition to supporting
agriculture. Therefore, it is necessary to involve all stakeholders, i.e. also con-
sumers, in the process of reforming agriculture and the entire food supply chain.

'4 As shown by Frelih-Larsen et al. (2016), the majority of activities in the field of soil protec-
tion and their biodiversity are activities undertaken at the level of the Member States, while in
the EU policy and its legislation the issue of soils and their functions is present only to a lim-
ited extent.
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Similar propositions are also presented in relation to the proposal to shape
Britain’s own agricultural policy after leaving the European Union. As stated in
Petetin, Gravey and Moore (2019, p. 33), “agricultural, commercial and food pol-
icies should support each other and initiate long-term strategic and radical think-
ing and vision. They need to do more than just ensure efficient Brexit. They must
present an ambitious program for the future that will benefit society, farmers and
rural areas”. The authors of this report call for a holistic and long-term approach
in which it is recognized that agriculture is not just an agricultural policy issue.

An even more radical proposal, although not taking into account the is-
sues related to food policy, has been presented by the Scientific Advisory Board
on Agricultural Policy, Food and Consumer Health Protection (WBAE) of the
Federal Ministry of Food and Agriculture (BMEL), (2018). Particularly note-
worthy is the proposal of this Board relating to the financing of the CAP, which
assumes a reduction in the scope of financing only from the budget of the Euro-
pean Union. The Board proposes to finance only the instruments related to the
organization of markets and the protection of peatlands and Natura 2000 sites
from the EU budget. The remaining support should be co-financed by the Mem-
ber States. The Board’s proposal also assumes that the remaining support will
relate to the provision of public services.

The proposal presented by the EC regarding the CAP reform is not a suffi-
ciently comprehensive reform of the EU agricultural policy from the point of view
of environmental challenges. Despite the constant announcements that this will
happen, the CAP remains poorly linked to the long-term EU development strategy.
What is more, it is not taken into account where the importance of agriculture is
particularly large, in other words regarding environmental and climate issues.

Moreover, it should be noted that as much as 31% of agricultural land
necessary to provide food for the EU residents is outside the EU (European
Commission, 2013b), which is mainly associated with animal feed. As pointed
out by Allen et al. (2018, p. I), key changes must concern both animal produc-
tion and food consumption. It is important to formulate and conclude a new so-
cial contract between farmers and the rest of society, which would take into ac-
count the full remuneration of farmers for the provision of public goods. It is no
less important to change the shape of relationships in food chains. Such changes
should lead to the transformation of the price structure of food products. Health-
ier and less burdensome products should be cheaper than those that have nega-
tive effects on public health and climate.

It should be noted that the need for sustainable food policy is also recog-
nized by the EU Committee of the Regions (CoR), which in its opinion of 2017
emphasized that it “calls for a comprehensive, sustainable EU food policy which
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is democratically shaped, designed with a common and long-term vision, based
on the latest scientific insights and in line with a multilevel governance approach
that addresses food production and nutrition in a more comprehensive manner,
promoting more sustainable production and consumption patterns, establishing
a link across different policy areas, including, among others, food production,
agriculture, environment, health, consumer policy, employment and rural devel-
opment, and creating jobs and growth in Europe’s Regions and Cities; calls on
the European Parliament and the Commission to launch together with the CoR
a joint pilot project to facilitate the development of a sustainable EU food poli-
cy” (European Committee of the Regions, 2017, p. 1). The proposals of the
Committee of the Regions contained in this opinion are consistent with the di-
rections of changes in the CAP proposed by the International Panel of Experts
on Sustainable Food Systems.

However, it is not to be expected that the agricultural sector will accept an
increase in environmental requirements without resistance. Many agricultural
organizations and Member States are protesting against increasing the burden of
environmental requirements, which is accompanied by a decrease in the CAP
budget. It should be noted that the costs related to compliance with environmen-
tal standards are already a significant burden for farmers. Karl and Noleppa
(2017) estimated that in Germany these costs are on average 315 euro per 1 ha
of UAA. At the same time, as shown by studies such as de Witte and Latacz-
-Lohmann (2014) or the European Court of Auditors (2017), the current level of
greening payments is significantly higher than the average additional costs in-
curred in relation to the imposed requirements. Therefore, we are dealing with
an ineffective way of achieving environmental objectives by the CAP. Accord-
ing to many researchers, the greening of payments actually only serves to justify
public support for farmers’ income (e.g. Alons, 2017; Daugbjerg and Swinbank,
2016; Erjavec and Erjavec, 2015; Scientific Advisory Board ..., 2018).

In conclusion, the proposals discussed in this sub-chapter focus on the
long-term challenges facing agriculture in the context of climate change and re-
source reduction. The EC proposal on the CAP reform aptly diagnoses problems
related to the resilience of agriculture but does not offer effective instruments
supporting the sector'®.

' The problem of resistence of the agricultural sector is presented in more detail, inter alia, in
OECD (2018).
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2. Regionalization of subsidizing agriculture in Poland

2.1. Introduction

Subsidies are an important tool of the Common Agricultural Policy, serv-
ing the implementation of objectives in the field of socio-economic and environ-
mental challenges facing the agriculture and rural areas of the European Union
(Matthews, Salvatici, Scoppola, 2017). Subsidies affect farms through many
channels, which are in various ways related to farmers’ production, financial and
investment decisions (Kulawik, Plonka, 2013), accelerating development and
beneficial structural transformations in rural areas. Agriculture subsidies, how-
ever, are not uniform in nature. There is a large variation in the level of subsi-
dies between the Member States and their regions. In the political system there
is a growing awareness that the Common Agricultural Policy realizing an in-
creasing number of objectives, from rural development to environmental issues
through various uncoordinated instruments, leads to unequal, undirected, uncon-
ditional and ineffective subsidization of the EU farmers (Niemi, Kola, 2005).
There is, therefore, a need for a more regionally targeted response accompanied
by different types of governance structures (Mantino, 2011). It is necessary to
better balance the distribution of support offered by the Common Agricultural
Policy among products, regions and farmers (Shucksmith, Thomson, Roberts,
2005). Common Agricultural Policy, if it is to be more effective in the context of
solving regional problems of agriculture, should be flexible, create support in-
struments that will be adapted to regional needs in order to eliminate or mitigate
developmental constraints for agriculture in a given region (group of regions) as
effectively as possible (Czudec, Kata, Mis, 2017). As Niemi and Kola (2005)
point out, the logic of rewarding the multifunctional role of agriculture, a key
concept of the European Union, requires better consideration of factors such as
the type of rural areas, environment, landscape, rural communities and employ-
ment in rural areas. Experience has shown that just directing money to rural are-
as is not enough to solve their problems and help them grow. Mobilization of
local resources is indispensable (OECD, 2006).

To meet the challenges facing agriculture in European countries, regions
must be at the center of the Common Agricultural Policy. According to Lam-
bertza, President of the European Committee of the Regions (2018), putting the
regions at the center of this policy, gives the opportunity to achieve the objec-
tives of the European Union in terms of jobs, competitiveness, territorial cohe-
sion, environmental protection and the fight against climate change.
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2.2. Regionalization of the Common Agricultural Policy — what is it and
what is it for?

Regions differ from one another in socio-economic and environmental re-
sources, which together constitute their endownment and development potential.
Each region is unique, so the effect of agricultural policy implemented in one
area will not be the same as the result in another area, both in terms of direction
and magnitude of impact. The solution to this problem may be a more local (ter-
ritorial) approach to the allocation of agricultural subsidies. The regionalization
of the Common Agricultural Policy may be the answer to these problems. What
is and what is the regionalization of the Common Agricultural Policy for?

The regionalization of the Common Agricultural Policy results from the
paradigm referring to the development of the regions in the European Union.
That is choosing a priority sector that creates the best opportunities for the de-
velopment of the region and focusing activities within it. It will increase the ef-
ficiency of spending public funds (Banski, 2015).

It can, therefore, be assumed that the regionalization of the Common Ag-
ricultural Policy is a concept of how to organize and operate financial support
for farmers and rural areas. This is a specific practice of shaping programmes
and allocating financial resources based on the identification and taking into ac-
count specific needs for a given region and their local conditions, as well as the
expressed expectations of farmers and residents of rural areas.

The changes that have taken place in recent years as part of the implemen-
tation of the objectives of the Common Agricultural Policy point to the growing
importance of the regional approach in the EU agricultural policy. The EU poli-
cies are increasingly recognizing that rural regions are becoming more diverse.
This is a clear break with the past, when rural regions were perceived by poli-
cymakers as homogeneous spaces, each of which was considered to be facing
the same obstacles and development opportunities (RURAGRI, 2012). Svetikas
(2014), among the reasons for the growing importance of supporting develop-
ment at the regional level, mentions as the most important increased globaliza-
tion, which has stimulated the significance of local conditions and material and
immaterial resources on which regional competitiveness is based (Capello and
Nijkamp, 2009; Rodriguez-Pose and Crescenzi, 2008). Moreover, the growing
importance of the regional approach to development are the increasing social
and economic disparities increasing the pressure on governments (at the national
and the EU level) to implement their policies with all forms of public interven-
tion to reduce regional disparities with two interrelated goals such as: economic
growth and better social distribution (Svetikas, 2014).
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The Common Agricultural Policy for 2014-2020 was equipped with better-
-targeted instruments of the first pillar complemented with regionally adjusted
second-pillar measures (European Commission, 2013a). Particular importance is
given to regional programmes that are part of the second pillar of this policy.
They play an important role in creating profitability of farms and the trajectory
of rural development (Gorzelak, 2017; de Krom, 2017). These programmes are
very diverse. This is due to the fact that Member States have relatively large
freedom in terms of matching the set of regional activities carried out and the
expenditure allocated to them to the development needs of particular regions
(Wieliczko, Kurdys$-Kujawska and Hereda-Kopanska, 2017).

The European Union countries are gradually overcoming productivism
and exclusive sectoral support for agriculture in favour of the need to diversify
territorial policy in the development of rural areas (Junkovi¢, 2012). The Com-
mon Agricultural Policy departs from support for agriculture as such or in addi-
tion to regional development financing in the sense of subsidizing rural areas.
The regionalization phenomenon has hitherto had a financial nature — involving
the modulation of financial resources, their shift from direct support to rural de-
velopment. Taking into account the current objectives facing the Common Agri-
cultural Policy, regionalization would lead to an increase in the vitality of rural
areas and greater social legitimacy for subsidizing agriculture (Kokoszka, 2013).

The regionalization of agricultural subsidies is a significant policy chal-
lenge, in particular with regard to the need to develop and implement pro-
grammes that are well-suited and responsive to the needs and conditions of the
local community. According to the new legislative proposals of the European
Commission regarding the Common Agricultural Policy in the period between
2021 and 2027, this policy is to be modernized and simplified. Member States
will have greater flexibility and greater responsibility in deciding how and
where to invest the resources allocated under the CAP. This is to contribute to
developing programmes that are better suited to the needs, in order to respond
most effectively to the problems of farmers and the rural community (European
Commission, 2018c¢).

Considering the future shape of the Common Agricultural Policy, which is
more focused on the regional targeting of resources that can bring real added
value to local development as well as agricultural and rural economy, it seems
interesting to analyse the level of diversification of subsidies for agriculture, es-
pecially for the regions that become the main actors of this policy. The results of
the research can be used to assess the method of predicting direct aid and to
support the analysis of the impact of agricultural policy, highlighting differences
or inefficiencies between regions (D’ Amico et al., 2013).
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2.3. Methodical assumptions

The aim of the study is to examine the regional diversification of agricul-
tural subsidies in Poland. The assessment of the level of diversification of subsi-
dies for agriculture was analysed at the level of voivodeships (separate adminis-
trative regions). The study was based on accounting data obtained in 2007-2016
by agricultural holdings conducting agricultural accounting for the needs of the
Polish FADN. The sample size in the analysed period was variable, which was
caused by the resignation of some entities from participation in the FADN sys-
tem. The research covered: payments for crop production (SE 610), subsidies
for animal production (SE 615), subsidies for intermediate consumption
(SE_625), rural development subsidies (SE 624), investment subsidies
(SE_406) and decoupled payments (SE_630). In order to obtain numerical de-
scriptions of the characteristics of the analysed population, the methods of anal-
ysis and comparisons were used in various quantitative terms. In the study, the
structure indices were used to determine the proportion of the individual com-
ponents of the structure in the whole in relation to each unit. The analysis of the
structure of farms used measures of classic variability (average, standard devia-
tion, variance coefficient based on the average) and dynamics indicators (single-
base and chain). The assessment of the intensity of changes in the phenomenon
was made by using the average rate of change of the phenomenon estimated ac-

cording to the formula (1 — 1) - 100%, where T = rH\/%, Y1, Y2, Vn are realiza-
1

tions of the observed variable at time .
Table 15 presents the general characteristics of the research sample of agri-
cultural holdings participating in the FADN system.
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The number of farms benefitting from agricultural subsidies is varied in
the analysed period. Owners of farms made the most use of decoupled pay-
ments, subsidies for intermediate consumption and subsidies for rural develop-
ment. In the analysed period, an average of 11,678 farms received decoupled
payments, 7,066 farms benefitted from payments for the development of agricul-
tural holdings and an average of 6,760 farms benefitted from subsidies for in-
termediate consumption. The largest diversification in the number of farms ben-
efitting from agricultural subsidies was recorded in the group of farms benefit-
ting from subsidies for crop production (variance coefficient of 123%) and
farms benefitting from subsidies for animal production (variance coefficient of
104%). In turn, the smallest variation in the number of farms benefitting from
direct payments was recorded in the group of farms receiving decoupled pay-
ments (variance coefficient of 5.00%) and in the group of farms benefitting from
investment subsidies (variance coefficient of 8.66%) and subsidies for rural de-
velopment (variance coefficient of 10.90%). The share of farms receiving de-
coupled payments was over 99% during the period considered. But the share of
farms benefitting from subsidies for the development of rural areas and subsi-
dies to intermediate consumption was at 59.99% and 57.43%, respectively. Ag-
ricultural holdings benefitting from investment subsidies represented on average
22.83% of all surveyed farms, and farms receiving subsidies for crop production
and livestock production accounted for 23.67% and 19.42%, respectively.
A comparison of the structure of the use of agricultural subsidies in the analysed
years was made possible by the indicator of the similarity of the structure. Its
value — amounting to 0.97% — shows that the structure of using agricultural sub-
sidies is very similar. Significant changes in the number of farms benefitting
from agricultural subsidies were recorded in the case of subsidies for crop and
animal production and subsidies for intermediate consumption (Table 16).
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Table 16. Dynamics of changes in the number of farms benefitting
from agricultural subsidies in Poland in 2007-2016

Years | 2007 | 2008 | 2009 [ 2010 [ 2011 [ 2012 | 2013 | 2014 | 2015 [ 2016

Subsidies for plant production

it/o 100 3.62 6.30 1.67 10.81 10.53 | 10.82 | 16.25 | 38.51 | 49.99

le/e-1 - 3.62 | 173.85 | 26.46 | 648.42 | 97.40 | 102.75 | 150.20 | 236.99 | 129.80
ig -7.42

Subsidies for animal production
it/o - - - - 100.00 | 98.81 | 108.83 | 105.01 | 616.07 | 807.38
le/e-1 - - - - - 98.81 | 110.13 | 96.49 | 586.70 | 131.05
ig 51.85

Subsidies for intermediate consumption

it/o 100 | 152.08 | 162.92 | 163.88 | 180.31 | 189.96 | 221.62 | 225.78 | 228.84 | 238.46

le/e-1 - 152.08 | 107.12 | 100.59 | 110.03 | 105.35 | 116.66 | 101.88 | 101.36 | 104.20

lg 10.14

Subsidies for rural development

ity0 100 122.48 | 122.90 | 110.95 | 103.81 | 99.70 | 119.03 | 114.59 | 86.38 | 117.91

lg/e-1 - 122.48 | 100.34 | 90.28 | 93.56 | 96.05 | 119.38 | 96.27 | 75.38 | 136.51

ig 1.85

Subsidies for investment

it/o 100 | 111.48 | 103.64 | 109.81 | 11433 | 108.47 | 115.04 | 116.11 | 90.15 | 91.85

= - | 11148 | 9297 | 105.96 | 104.11 | 94.88 | 106.06 | 100.93 | 77.64 | 101.89
ig -0.94

Decoupled subsidies

it/o 100 | 102.23 | 102.03 | 91.62 | 90.71 | 90.93 | 101.16 | 101.17 | 101.10 | 100.45

it/e-1 - 102.23 | 99.81 | 89.79 | 99.01 | 100.24 | 111.25 | 100.01 | 99.93 | 99.35

ig 0.05

Source: Own elaboration based on FADN data.

In 2016, compared to 2007, the number of farms benefitting from subsi-
dies for crop production and subsidies to investments decreased, while the num-
ber of farms receiving the other subsidies increased. On average, in the analysed
period, the number of farms receiving subsidies for crop production decreased
by 7.42%, and farms benefitting from investment subsidies by 0.94%. The num-
ber of farms receiving subsidies for animal production in 2016 compared to
2011 increased eightfold. In the analysed years, their number grew dynamically
in comparison to the previous year, with the exception of 2012 and 2014. The
average rate of change was 51.85%. The number of farms receiving decoupled
payments and subsidies for the development of rural areas has changed slightly.
On average, the number of these farms increased by 0.05% and 1.85%.

62




The total value of subsidies paid to agricultural holdings in the analysed pe-
riod amounted to over PLN 4 billion, of which more than PLN 2.4 billion
(60.07%) were decoupled payments(Figure 4). Over PLN 763 million farms re-
ceived in the form of subsidies for the development of rural areas (19.06%). In-
vestment subsidies accounted for 7.38% of the total subsidies received, while sub-
sidies to intermediate consumption were 5.24%. Support for livestock production
amounted to PLN 86.72 million (2.17%) and it was significantly lower than sub-
sidies for crop production, which amounted to PLN 243.41 million (6.08%).

Figure 4. Subsidies paid to agricultural holdings in Poland in 2007-2016
(in PLN million)

Source: Own elaboration based on FADN data.

In 2016, compared to 2007, the total value of subsidies received by farm-
ers from the analysed farms increased by 15.42%. The increase in the value of
subsidies was recorded in all types of subsidies, with the exception of subsidies
for crop production (Table 17). At the same time, it should be noted that since
2015 this decline is slightly smaller. On average, in the analysed period, the value
of subsidies for crop production decreased by 17.55%. In 2011-2016, the value
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of subsidies for animal production increased significantly. The subsidies for an-
imal production increased each year by an average of 134.8%. The above trends
are a consequence of changes in the EU agricultural policy and an increase in
the number of farms applying for these subsidies. The value of subsidies for ru-
ral development increased slightly. These subsidies in 2016 were 31% higher
than in 2007. The average rate of change was 3.07%.

Table 17. Dynamics of changes in the value of subsidies paid to agricultural
holdings in Poland in 2007-2016

Years | 2007 | 2008 | 2009 | 2010 [ 2011 | 2012 | 2013 [ 2014 | 2015 | 2016

Subsidies for plant production

it/0 100 3.06 8.21 1.29 1.57 2.78 3.05 3.94 6.52 17.61
it/t-1 - 3.06 |26839 | 1573 | 121.87 | 176.89 | 109.59 | 129.12 | 165.69 | 270.02
ig -17.55
Subsidies for animal production
it/o - - - - 100 | 140.54 | 171.89 | 172.96 | 2287.78 | 4263.23
It/t—1 - - - - - 140.54 | 122.31 | 100.62 | 1322.75 | 186.35
ig 134.8

Subsidies for intermediate production

it/o 100 | 217.76 | 199.43 | 207.34 | 247.29 | 284.70 | 321.59 | 357.19 | 351.00 | 360.48

Ie/e-1 - 217.76 | 91.58 | 103.97 | 119.26 | 115.13 | 112.96 | 111.07 | 98.27 102.70

lg 15.31

Subsidies for rural development

it/o 100 | 151.40 | 162.00 | 150.94 | 164.16 | 145.61 | 184.60 | 168.39 | 132.22 | 131.31

ieer | - | 151.40 [ 107.00 | 93.17 | 108.76 | 88.70 | 126.78 | 91.22 | 78.52 | 99.31
ig 3.07

Subsidies for investment

/o 100 | 133.08 | 127.83 | 160.10 | 193.95 | 206.33 | 237.87 | 257.26 | 220.70 | 218.26

itjt-1 - 133.08 | 96.06 | 125.24 | 121.15 | 106.38 | 115.29 | 108.15 | 85.79 98.89

i 9.06

Decoupled subsidies

its0 100 | 122.70 | 190.73 | 192.06 | 242.15 | 255.22 | 315.19 | 352.20 | 172.92 | 172.71

Ie/e-1 - 122.70 | 155.45 | 100.69 | 126.08 | 105.40 | 123.50 | 111.74 | 49.10 99.88

lg 6.26

Source: Own elaboration based on FADN data.

The value of subsidies for crop production per 1 agricultural farm in the
analysed period decreased from PLN 14,427.60 to PLN 5,083.72 (35.24%). Dur-
ing this time, the value of subsidies for animal production per one agricultural
holding increased more than four times (Table 18).

64




Table 18. Dynamics of changes in the value of subsidies per agricultural holding
in Poland in 2007-2016

Years | 2007 [ 2008 | 2009 [ 2010 [ 2011 | 2012 [ 2013 | 2014 [ 2015 | 2016

Subsidies for plant production

/o 100 | 84.38|130.27 | 7742 | 14.55| 2642 | 28.18 | 24.23 16.94 35.24
It/t—1 84.38 | 154.38 | 59.43 | 18.79 | 181.61 | 106.65 | 85.97 69.92 | 208.02
ig -10.94
Subsidies for animal production
/o 100 | 142.22 | 157.95 | 164.71 | 371.35 | 528.03
It/t—1 142.22 | 111.05 | 104.28 | 22546 | 142.19
ig 39.49
Subsidies for intermediate consumption
it/o 100 | 143.18 | 122.41 | 126.52 | 137.14 | 149.87 | 145.11 | 158.20 | 153.38 | 151.17
It/t—1 143.18 | 85.49 | 103.36 | 108.39 | 109.28 | 96.83 | 109.02 96.95 98.56
ig 4.70
Subsidies for rural development
/o 100 | 123.61 | 131.82 | 136.04 | 158.14 | 146.04 | 155.09 | 146.96 | 153.07 | 111.37
Ie/e—q 123.61 | 106.64 | 103.21 | 116.25 | 92.35 ] 106.19 | 94.76 | 104.16 72.75
ig 1.20
Subsidies for investment
it/o 100 | 119.38 | 123.34 | 145.79 | 169.65 | 190.22 | 206.78 | 221.58 | 244.83 | 237.63
Ie/e—1 119.38 | 103.32 | 118.20 | 116.37 | 112.12 | 108.71 | 107.16 | 110.49 97.06
ig 10.09
Decoupled subsidies
it/o 100 | 120.02 | 186.93 | 209.62 | 266.94 | 280.67 | 311.57 | 348.13 | 171.03 | 171.95
It/e—q 120.02 | 155.75 | 112.14 | 127.34 | 105.14 | 111.01 | 111.73 49.13 | 100.53
ig 6.21

Source: Own elaboration based on FADN data.

The value of subsidies to intermediate consumption increased year on
year by an average of 15.31%. Calculated per one farm, these changes fluctuated
at the level of 4.70%. The value of subsidies for rural development grew slight-
ly. The average rate of change was 1.20%. In the analysed period subsidies to
intermediate consumption per one farm increased from PLN 2,184.30 to PLN
3,302.03, and subsidies to rural development from PLN 7,952.65 to PLN
8,856.47. Payments to intermediate consumption per one agricultural holding in
the analysed period have not changed significantly. Their value oscillated
around PLN 3,000. In turn, the highest values of subsidies for rural development
per one farm were recorded in 2009-2015. They constituted on average PLN
11,000. The largest drop in subsidies for rural development compared to the
previous year was recorded in 2016. From 2007 to 2014, decoupled subsidies
per one farm were systematically growing. In 2007, one farm received PLN
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9,552.07 decoupled payments, while in 2014 this value was PLN 33,253.86. In
2015-2016, the decoupled payment per one agricultural holding fluctuated at
PLN 16,000. The largest decrease in decoupled payments as compared to the
previous year was recorded in 2015. In 2016, in comparison to 2007, the in-
vestment subsidies per one agricultural farm increased more than twice (from
PLN 6,300.01 to PLN 14,970.58). The annual average value of these subsidies
increased by 10.09%.

2.4. Regional diversification of subsidizing agriculture in Poland

In 2007-2016, a total of 28,321 farms benefitted from subsidies for crop
production. The largest number of farms that received subsidies for crop produc-
tion was recorded in the Wielkopolskie Voivodeship (4,222). They constituted
14.91% of all farms benefitting from subsidies for crop production. A high per-
centage of farms with subsidies for crop production was also characteristic for
Mazowieckie (12.79%), Kujawsko-Pomorskie (12.03%), Lubelskie (11.47%) and
Lodzkie (7.81%) voivodeships (Figure 5). In total, over 16,000 farms in these
voivodeships benefitted from additional payments for crop production, which
constituted about 60% of all farms with subsidies for crop production. These are
regions with high agricultural culture, high intensity of production organization
and relatively high intensity of management (Wielkopolskie and Kujawsko-
Pomorskie voivodeships), as well as regions with high fruit-growing productivity
(Mazowieckie and L.odzkie voivodeships). Farmers from voivodeships located in
mountain areas, i.e. Slaskie, Matopolskie and Podkarpackie, as well as Lubuskie,
benefitted from the lowest amount of subsidies for crop production. The share of
farms benefitting from subsidies for crop production from these regions did not
exceed 10% of all farms with subsidies for crop production.
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Figure 5. Number of farms benefitting from subsidies for crop production
in Poland in 2007-2016

Source: Own elaboration based on FADN data.

In all analysed regions, the number of farms receiving subsidies for crop
production decreased in 2017-2016. The highest average rate of change in the
number of farms with subsidies for crop production was recorded in the following
provinces: Matopolskie (12.04%) and Podlaskie (16.35%) (Table 19). The small-
est average annual changes in the number of farms with subsidies for crop pro-
duction were recorded in the Kujawsko-Pomorskie (2.59%) and Swigtokrzyskie
(2.18%) voivodeships. Small changes in the number of farms with subsidies for
crop production were also typical of Lubelskie (4.43%) and Zachodniopomorskie
(4.27%) voivodeships. In 2016, compared to 2007, there was an increase in re-
gional differences in the number of farms benefitting from subsidies for crop pro-
duction in Poland. The variance coefficient changed from 69.98% to 72.81% and
the ratio of the 4 most numerous to 4 least numerous voivodeships changed from
4.92 to 5.92, which indicates that there was a process of deepening disparities at
the regional level — the distance between voivoideships with the highest and low-
est number of subsidy beneficiaries increased.
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Table 19. Changes in the number of farms benefitting from subsidies for crop
production in Poland in 2007-2016 — regional approach

Specification
Voivo deship Standard Variagce Dynamics Average rate
Average deviation coefficient Min Max 2007/2016 of change
(%) (%) (%)

Dolno$laskie 129 174 135.08 11 567 45.68 -8.34
Kujawsko-Pomorskie 341 401 117.78 38 1151 78.97 -2.59
Lubelskie 325 324 99.64 15 11051 66.51 -4.43
Lubuskie 52 68 130.88 2 207 53.62 -6.69
Lodzkie 221 280 126.66 3 936 41.03 -9.43
Matopolskie 88 125 142.23 0 422 31.52 -12.04
Mazowieckie 362 497 137.14 13 1643 40.66 -9.52
Opolskie 111 141 127.15 4 437 49.66 -7.48
Podkarpackie 74 84 113.86 1 273 54.21 -6.58
Podlaskie 157 278 177.81 15 932 20.06 -16.35
Pomorskie 145 190 131.12 3 568 58.80 -5.73
Slaskie 64 80 124.62 1 250 50.00 -7.41
Swietokrzyskie 110 104 94.26 2 294 81.97 -2.18
Warminsko-Mazurskie 109 150 137.65 1 460 51.96 -7.02
Wielkopolskie 422 543 128.51 56 | 1827 43.08 -8.93
Zachodniopomorskie 122 123 100.46 24 379 67.55 -4.27

Source: Own elaboration based on FADN data.

The average value of subsidies for crop production in the analysed voi-
vodeships oscillated at the level of PLN 4.17 million to PLN 34.39 million. The
subsidies for crop production in the regions were characterized by extremely
high variability (204.83%). The highest total amount of subsidies for crop pro-
duction was recorded in the following regions: Wielkopolskie, Kujawsko-
-Pomorskie, Lubelskie and Mazowieckie. The share of subsidies for crop pro-
duction paid to farmers from these regions accounted for 44.85% of the total
amount of subsidies for crop production. In two voivodeships: Wielkopolskie
and Kujawsko-Pomorskie, the total amount of subsidies paid for crop production
was higher than average for all voivodeships. In three regions: Matopolskie,
Podkarpackie and Slaskie, the value of subsidies for crop production was the
lowest in the whole country — it did not exceed PLN 5 million. In Lubuskie and
L.odzkie regions, which were characterized by the highest number of farms ben-
efitting from subsidies for crop production, the subsidy amount was relatively
low — it oscillated around PLN 10 million (Figure 6).
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Figure 6. Subsidies for crop production on farms in Poland in 2007-2016

(in PLN million)
TN
A N — ™

—— he ¥
" i . 3
i {
3 ® \
ll . Y
'.

; . ‘r
9.29
L
[] 3
;) @ . )
. {
; }
) \
. \
; 5
| ®
4 -
e 4
x‘_-ﬁl 9 |
Ve 492 o~
.\‘\ ." --"'k _ O
o axe 429 /7
R -4l
b O ® /
ﬁl‘j}i ) 1
". £
-
9 4 M, N =, T
$ 1015 20 235 30 m S

Source: Own elaboration based on FADN data.

In the analysed years, in the majority of regions there was an extremely
large variation in subsidies for crop production. In 2016, compared to 2007, there
was an increase in regional differences in the amount of subsidies paid for crop
production in Poland. A change in the variance coefficient from 59.38% to
100.68% indicates that there has been a process of deepening the diversification
of the level of support for crop production at the regional level. The largest reduc-
tion in subsidies for crop production between 2007 and 2016 was recorded in the
majority of voivodeships (Dolno$laskie, Lubuskie, Lodzkie, Matopolskie, Ma-
zowieckie, Opolskie, Podlaskie, Slaskie, Warminsko-Mazurskie, Wielkopolskie
and Zachodniopomorskie). This reduction oscillated around 80-90%. The average
rate of change was over 20%. In the following regions: Kujawsko-
-Pomorskie, Lubelskie and Swigtokrzyskie, the payments for plant production
were slightly less volatile than for the other voivodeships. The average annual rate
of change in subsidies for crop production was also lower, fluctuating at 10-12%
(Table 20).
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Table 20. Changes in the amount of subsidies for crop production on farms
in Poland in 2007-2016 (in PLN million) — regional approach

Specification

Voivodeship [ T s | S T oo
(%) (%) change (%)

Dolnoslaskie 1.94 4.59 236.88 | 0.08 | 14.91 11.33 -21.49
Kujawsko-Pomorskie 3.09 5.61 181.69 ]0.30]17.99 | 38.75 -10.00
Lubelskie 2.37 2.96 125.08 [0.09 | 10.16 | 38.18 -10.15
Lubuskie 0.93 2.23 239.97 10.01 ] 7.24 9.13 -23.36
Lodzkie 1.05 2.56 244.14 | 0.01 | 8.31 10.04 -22.54
Matopolskie 0.42 0.82 195.84 10.00 | 2.72 7.98 -24.49
Mazowieckie 2.02 4.37 216.23 |0.10 | 14.31 15.12 -18.93
Opolskie 1.44 3.20 22249 10.05]10.41 14.38 -19.39
Podkarpackie 0.43 0.81 189.39 10.01 | 2.71 18.11 -17.29
Podlaskie 1.29 2.81 216.96 [ 0.07 | 9.23 4.04 -29.99
Pomorskie 1.72 3.76 218.83  [0.03]12.21 19.15 -16.78
Slaskie 0.49 1.20 244.67 10.01 | 391 8.00 -24.47
Swietokrzyskie 0.70 0.80 113.16 ]0.03] 2.76 30.18 -12.46
Warminsko-Mazurskie 1.17 2.84 24292 10.01 | 9.20 8.76 -23.71
Wielkopolskie 3.44 7.73 22481 1042 ]2520| 16.53 -18.13
Zachodniopomorskie 1.85 3.99 21594 10.19|13.14| 13.15 -20.18

Source: Own elaboration based on FADN data.

Calculated per one agricultural holding, the average amount of subsidies
for crop production in the analysed farms was PLN 9,453.29. The highest aver-
age amount of subsidies per one agricultural farm was recorded in the
Zachodniopomorskie (PLN 15,132,88), Lubuskie (PLN 17,858.46) and
Dolnoslaskie (PLN 15,032.61). These are regions in which payments for crop
production per one farm were almost twice as high as the average for all regions.
By far the highest level of subsidies for crop production per one agricultural
holding was recorded in the Lubuskie voivodeship (207.78% of the average).
The average was also exceeded by agricultural holdings from three voivodeships
(Opolskie, Pomorskie and Warminsko-Mazurskie). This is due to the fact that
the regions of northern and western Poland are characterized by high specializa-
tion of production resulting from a high concentration of technologically similar
crops and a relatively more favourable agrarian structure. These are the regions
where the cultivation of sugar beet, cereals and oilseeds is the highest in the
country (Krasowicz and Kopinski, 2006). The lowest level of subsidies for crop
production per one agricultural holding was recorded in Malopolskie and
Swigtokrzyskie voivodeships. Their value per one agricultural holding did not
exceed PLN 5,000. In most regions, the amount of subsidies for crop production
per one agricultural holding was in the range of PLN 5-10 thousand (Figure 7).
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Figure 7. Subsidies for crop production per one agricultural holding in Poland in
2007-2016 (in PLN thousand)

578553

Source: Own elaboration based on FADN data.

The subsidies for crop production per one agricultural holding in the ana-
lysed years were characterized by high diversification (variance coefficient =
42.94%). In 2007, the value of the variance coefficient in subsidies for crop pro-
duction per one agricultural holding amounted to 54.66%, while in 2016 it de-
creased to 45.13%. This means reducing the variation in subsidies for crop pro-
duction per one agricultural holding at the regional level. The highest indicator
of the variation in subsidies for crop production was recorded in agricultural
holdings from the following regions: Lubuskie (119.88%), Matopolskie
(123.97%), Mazowieckie (114.34%), Pomorskie (114.60%), Slaskie (105, 46%)
and Swictokrzyskie (132.55%) (Table 21). The amount of additional payments
per one agricultural holding in 2016, as compared to 2007, decreased by half
(from PLN 16,830.91 to PLN 4,583.10). In the analysed years, the highest de-
crease in subsidies for crop production per one agricultural holding was record-
ed in the following regions: Lubuskie, Slaskie and Warminsko-Mazurskie.
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These subsidies decreased by over 80%. The average rate of change was around
18%. Lower decreases in subsidies for crop production were recorded in
Kujawsko-Pomorskie and Lubelskie regions. On average, from year to year sub-
sidies for crop production per one agricultural holding in these voivodeships de-
creased by 5-7%.

In 2011-2016, a total of 13,935 farms benefitted from subsidies for animal
production. The subsidies for animal production from 2011 to 2014 were imple-
mented only in six voivodeships: Dolno$laskie, Lubelskie, Matopolskie, Pod-
karpackie, Slaskie and Swictokrzyskie. From 2015, farmers from all regions re-
ceived subsidies for animal production. The largest number of farms that got sub-
sidies for animal production was recorded in five voivodeships: Wielkopolskie,
Kujawsko-Pomorskie, Mazowieckie, Lubelskie and Podlaskie. These farms ac-
counted for 55.60% of all farms benefitting from subsidies for animal production.
These were the regions in which payments to livestock production were paid from
2015, with the exception of the Lubelskie Voivodeship. These are voivodeships
with relatively high stocking density, especially in the case of pigs (Wielkopolskie
and Kujawsko-Pomorskie voivodeships) and intensive animal production as well
as the highest share of animal production in commodity production, mainly milk
production, in comparison to other voivodeships (Podlaskie). In addition, these
voivodeships are characterized by the lowest share of crop production in com-
modity agricultural production (Krasowicz and Kopinski, 2006). Farmers from
Zachodniopomorskie, Lubuskie, Dolnoslaskie and Opolskie voivodeships re-
ceived the lowest amount of subsidies for animal production. The share of farms
using subsidies for animal production in these regions totaled 7.56% of all farms
with subsidies for animal production (Figure 8). This is mainly due to the fact that
specialization in plant production is clearly visible in western and northern Po-
land, with a significant reduction in livestock production.
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Figure 8. Number of farms benefitting from subsidies for animal production
in Poland in 2011-2016
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Source: Own elaboration based on FADN data.

In voivodeships where animal production subsidies were implemented
since 2011, the largest diversification of the number of farms was characteristic
of entities from Dolnoslaskie (variance coefficient = 148.92%). On the other
hand, the low variance coefficient in the number of farms with subsidies for an-
imal production was recorded in three voivodeships: Podkarpackie (7.71%),
Lubelskie (11.20%) and Matopolskie (11.2%). The largest increase in the num-
ber of farms with subsidies for animal production was recorded in the
Dolnoslaskie Voivodeship. From 2007 to 2016, the number of farms with subsi-
dies for animal production in this region increased from 3 to 157. Since 2015,
there has been a significant increase in the number of farms with subsidies for
animal production. In 2007-2014, the number of farms with subsidies for animal
production amounted to 3,128 while in 2015-2016 it more than tripled (10,803).
In 2015, compared to 2016, the number of farms with subsidies for animal pro-
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duction increased in all voivodeships with the exception of Opolskie voivode-
ship, where the number of such farms decreased by 5.08%. The highest dynam-
ics of the growth in the number of farms with subsidies for animal production
was noted for the voivodeships with the largest number of farms with subsidies
for animal production, i.e. Wielkopolskie (173.13%), Kujawsko-Pomorskie
(156.81%) and Lubelskie (140.09%).

Voivodeships in which the highest values of subsidies for animal produc-
tion were recorded were mainly located in central and eastern Poland (voivode-
ship: Wielkopolskie, Kujawsko-Pomorskie, £.odzkie, Mazowieckie, Podlaskie,
Lubelskie and Warminsko-Mazurskie) (Figure 9). In all of these regions, the
value of subsidies for livestock production was above the national average. Ag-
ricultural holdings from these regions were characterized by more than two-fold
increase in subsidies for animal production between 2015 and 2016. In other re-
gions, the value of subsidies for animal production did not exceed PLN 4 mil-
lion. In these regions, an increase in subsidies for animal production was also
recorded. Agricultural farms with subsidies for animal production from the
Wielkopolskie, Mazowieckie and Podlaskie voivodeships received in total over
PLN 38 million in 2015-2016, which accounted for 43.92% of the total amount
of subsidies for animal production.
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Figure 9. Support for animal production on farms in Poland
in 2011-2016 (in PLN million)
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Source: Own elaboration based on FADN data.

Calculated per one agricultural farm, the average amount of subsidies for
animal production on the analysed farms was PLN 6,223.04. The highest amount
of subsidies per one agricultural farm was recorded in Wielkopolskie voivodeship
(PLN 13,762.47) and Podlaskie voivodeship (PLN 10,646,22). In the majority of
the analysed regions, the average amount of subsidies for animal production per
one agricultural holding exceeded the average for all analysed voivodeships. The
lowest level of subsidies for animal production per one agricultural holding was
recorded in the regions of southern and eastern Poland, in the Matopolskie,
Swigtokrzyskie, Slaskie, Podkarpackie and Lubelskie voivodeships. Their value
per one agricultural holding did not exceed PLN 4,500 (Figure 10).
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Figure 10. Support for animal production per one agricultural holding in Poland
in 2011-2016 (in PLN thousand)

Source: Own elaboration based on FADN data.

In 2011-2016, the lowest rate of variation in subsidies for animal produc-
tion per one agricultural holding was found on farms located in Dolno$laskie voi-
vodeship (22.41%). Slightly higher diversification rates were recorded in Lubel-
skie (69.74%) and Slaskie (53.38%). In Dolnoslaskie, Lubelskie, Matopolskie,
Podkarpackie, Slaskie and Swietokrzyskie voivodeships, systematically from year
to year, the subsidies for animal production per one farm were increased. In 2015,
as compared to 2016, the subsidies for animal production per one agricultural
farm increased in all analysed regions (to the largest extent in Slaskie, Pod-
karpackie and Lubelskie voivodeships). During this period, the average value of
subsidies for animal production increased from PLN 5,504.08 to PLN 79,449.04.
In 2016, there was an increase in regional differences in Poland compared to 2015
— a change in the variation coefficient from 19.71% to 20.86%.

In 2007-2016, a total of 70,662 agricultural holdings benefitted from sub-
sidies for rural development. The largest number of farms that received subsi-
dies for rural development was recorded in two voivodeships: Mazowieckie

77



(11,219) and Wielkopolskie (10,707) (Figure 11). They accounted for 31.03% of
all farms benefitting from subsidies for rural development. A high percentage of
farms with subsidies for rural development was also characteristic of the follow-
ing voivodeships: kujawko-Pomorskie (9.82%), Podlaskie (11.30%) and
Lodzkie (7.71%). In total, in the five voivodeships, over 42 thousand farms ben-
efitted from subsidies for rural development, which constituted about 60% of all
farms with subsidies for rural development. To the lowest extent, subsidies for
rural development were received by farmers from voivodeships located in
mountain areas such as Slaskie (1,017), Swietokrzyskie (1,999) and Podkarpack-
ie (1,524). The share of farms, from these regions, benefitting from subsidies for
rural development ranged from 1.5% to 2.8% of all farms with subsidies for ru-
ral development. In the remaining voivodeships, this share amounted to an aver-
age of 3%, with the exception of Lubelskie (6.99%), Pomorskie (4.95%) and
Warminsko-Mazurskie (5.36%).

In the majority of voivodeships analysed, the number of farms receiving
subsidies for rural development increased. The following are the exceptions:
Lubelskie, Matopolskie, Opolskie and Podkarpackie voivodeships. The highest
average rate of change in the number of farms with subsidies for rural develop-
ment was recorded in the following provinces: Kujawsko-Pomorskie (7.04%)
and Warminsko-Mazurskie (6.66%) (Table 22). The lowest average annual
changes in the number of farms with subsidies for the development of rural are-
as were recorded in the Zachodniopomorskie (0.32%), Mazowieckie (0.60%)
and todzkie (0.98%) voivodeships. Small average changes in the number of
farms with subsidies for rural development were also characteristic of the
Dolnoslaskie (1.36 %), Pomorskie (1.97%) and Wielkopolskie (1.47%) voivode-
ships. In 2016, compared to 2007, there was an increase in regional differences
in the number of farms benefitting from subsidies for rural development in Po-
land. The change in the variance coefficient from 75.89% to 76.60% and the ra-
tio of the 5 largest averages to the 5 smallest rose from 4.90 to 17.44, indicating
that there has been a process of deepening disparities at the regional level. The
distance between voivodeships to the greatest extent benefitting from subsidies
for the development of rural areas and voivodeships where the use of subsidies
for rural development was the smallest has significantly increased.
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Figure 11. Number of farms benefitting from subsidies for rural development
in Poland in 2007-2016

R

Source: Own elaboration based on FADN data.

Table 22. Changes in the number of farms benefitting from subsidies for rural
development in Poland in 2007-2016 — regional approach

Specification
; : Variance Dynamics Average
VOIVOdeShlp Average jéi?i?;i coefficient Min Max 20}(])7/2016 rate ogf
(%) (%) change (%)

Dolnoslaskie 129 174 135.08 11 567 112.93 1.36
Kujawsko-Pomorskie 341 401 117.78 38 | 1151 184.45 7.04
Lubelskie 325 324 99.64 15 1051 84.27 -1.88
Lubuskie 52 68 130.88 2 207 141.76 3.95
Lodzkie 221 280 126.66 3 936 109.20 0.98
Matopolskie 88 125 142.23 0 422 69.89 -3.90
Mazowieckie 362 497 137.14 13 1643 105.53 0.60
Opolskie 111 141 127.15 4 437 60.50 -5.43
Podkarpackie 74 84 113.86 1 273 86.39 -1.61
Podlaskie 157 278 177.81 15 932 148.27 4.47
Pomorskie 145 190 131.12 3 568 119.23 1.97
Sla,skie 64 80 124.62 1 250 135.44 3.43
Swiqtokrzyskie 110 104 94.26 2 294 152.32 4.79
Warminsko-

Mazurskie 109 150 137.65 ! 460 178.68 6.66
Wielkopolskie 422 543 128.51 56 1827 114.00 1.47
Zachodniopomorskie 122 123 100.46 24 379 102.89 0.32

Source: Own elaboration based on FADN data.
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The subsidies for rural development in the analysed years were character-
ized by very low variability (15.90%). The highest subsidies for rural develop-
ment were recorded in the following regions: Wielkopolskie and Kujawsko-
-Pomorskie. The share of subsidies for rural development paid to farmers from
these regions accounted for 24.11% of the total amount of subsidies for rural
development. In these voivodeships, the total amount of subsidies paid to rural
development was higher than average for all voivodeships. In the regions of
southern Poland (Slaskie, Matopolskie and Podkarpackie), the value of subsidies
for rural development was the lowest in the whole country — it did not exceed
PLN 20 million. In Slaskie, the subsidy amount was relatively low — it oscillated
around PLN 10 million (Figure 12).

Figure 12. Subsidies for rural development in Poland in 2007-2016
(in PLN million)
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Source: Own elaboration based on FADN data.
Farms where the subsidies for the development of rural areas in the ana-

lysed years increased almost twice were located in the Kujawsko-Pomorskie,
Swigtokrzyskie and Warminsko-Mazurskie. In Kujawsko-Pomorskie, the average
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annual increase in subsidies for the development of rural areas accounted for
12.17%. Decreases in subsidies for rural development were recorded in
Zachodniopomorskie, Lubuskie and Opolskie voivodeships. In Zachodniopomor-
skie, subsidies for rural development decreased on average by 2.88% year on
year. In Lubelskie and Opolskie, the reduction in subsidies for rural development
oscillated at 1% per year. The regional diversification of subsidies for rural devel-
opment in 2016 compared to 2007 did not change significantly (Table 23).

Table 23. Changes in the amount of subsidies for rural development in Poland
in 2007-2016 (in PLN million) — regional approach

Specification
VOlVOdeShlp Average j;i?:s;i c:)/:;fl'inizzt Min Max 2)}(/)23210[;2 Ar:; a:)gfe
(%) (%) change (%)

Dolnoslaskie 3.87 0.54 13.92 3.17 | 4.63 101.98 0.22
Kujawsko-Pomorskie 8.81 3.21 36.41 3.03 | 14.70 281.17 12.17
Lubelskie 5.22 0.95 18.18 3.53 | 6.88 150.28 4.63
Lubuskie 4.59 1.00 21.77 3.11 | 5.84 91.54 -0.98
Lodzkie 3.67 0.44 12.01 3.02 | 441 115.69 1.63
Matopolskie 1.82 0.27 14.64 1.25 ] 2.11 106.18 0.67
Mazowieckie 7.15 0.85 11.84 5.87 | 8.46 116.80 1.74
Opolskie 2.92 1.05 35.82 1.52 | 4.26 92.17 -0.90
Podkarpackie 1.81 0.29 16.26 1.35] 2.23 144.36 4.16
Podlaskie 6.29 1.04 16.46 3951 7.33 171.07 6.15
Pomorskie 6.47 1.45 22.41 4.16 | 8.02 106.58 0.71
Slqskie 0.93 0.21 22.61 0.47 | 1.20 169.93 6.07
Swigtokrzyskie 2.04 0.47 2322 112 | 2.66 | 198.42 7.91
Warminsko- 20.64
Mazurskie 4.93 1.02 ) 2.82 | 643 186.65 7.18
Wielkopolskie 9.58 1.48 15.48 6.68 | 11.19 116.72 1.73
Zachodniopomorskie 6.19 1.38 22.27 378 | 7.82 76.90 -2.88

Source: Own elaboration based on FADN data.

Calculated per one agricultural farm, the average amount of subsidies for ru-
ral development in the analysed regions was PLN 12,426.65. The highest amounts
of subsidies per one agricultural holding were recorded in the Zachodniopomorskie
(PLN 2,3001.86) and Lubuskie (PLN 2,221.71) voivodeships. In these regions sub-
sidies for the development of rural areas per one farm were almost twice as high as
the average for all voivodeships. The average was also exceeded by agricultural
holdings from five other voivodeships (Kujawsko-Pomorskie, Opolskie, Pomorskie
and Warminsko-Mazurskie). The lowest level of subsidies for the development of
rural areas per one agricultural holding was recorded in two regions of central Po-
land, namely in Mazowieckie and L.odzkie voivodeships. Their value per one agri-
cultural holding was about PLN 6,000 (Figure 13).
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Figure 13. Subsidies for the development of rural areas per one agricultural
holding in Poland in 2007-2016 (in PLN thousand)
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Source: Own elaboration based on FADN data.

Subsidies for rural development per one agricultural holding in the ana-
lysed years were characterized by very low diversification (variance coefficient
of 14,35%). In 2007, the value of the variance coefficient in subsidies for rural
development per one agricultural holding amounted to 52.90%, while in 2016 it
decreased to 28.94%. This means that over the last ten years, the regional diver-
sification of subsidies for rural development per one agricultural holding in in-
dividual provinces is almost half as much. In 2007-2016, the highest indicator of
the variation in subsidies for rural development was found in agricultural hold-
ings from the following regions: Kujawsko-Pomorskie (22.66%), Lubelskie
(23.63%), Slaskie (22.68%) and Opolskie (27.34%) (Table 24). The average
amount of subsidies per one agricultural holding in 2016 as compared to 2007
increased (from PLN 7,952.65 to PLN 8,856.47). In the analysed years there
was a decline in subsidies for the development of rural areas in four voivode-
ships (Dolnoslgskie, Lubuskie, Pomorskie and Zachodniopomorskie). To the
greatest extent, this decrease concerned farms from Lubuskie and Zachodnio-
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pomorskie. The average rate of change was 4.74% and 3.18%, respectively. In
2007-2016, subsidies for the development of rural areas per one agricultural
farm increased the most in the following regions: Lubelskie, Podkarpackie,
Kujawsko-Pomorskie, Opolskie and Matopolskie. This may indicate the devel-
opment of non-agricultural activity in these regions.

In 2007-2016, a total of 67,602 farms benefitted from subsidies to inter-
mediate consumption. The largest number of farms that received subsidies for
intermediate consumption was recorded in the following voivodeships: Wielko-
polskie (8,202), Kujawsko-Pomorskie (10,882) and Mazowieckie (8,820) (Fig-
ure 14). In total, in voivodeships, over 27 thousand farms have benefitted from
subsidies to intermediate consumption, which constituted over 40% of all farms
with subsidies for intermediate consumption. These are regions where agricul-
ture is characterized by a high level of production intensity. In Wielkopolskie
and Kujawsko-Pomorskie regions, the level of intermediate consumption per 1
ha of UAA is the highest in the country. To the lowest extent, subsidies to in-
termediate consumption were used by farmers from the Slaskie, Podkarpackie
and Lubuskie voivodeships. The share of farms benefitting from subsidies to
intermediate consumption from these regions did not exceed a total of 6% of all
farms with subsidies for intermediate consumption.
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Figure 14. Number of farms benefitting from subsidies to intermediate
consumption in Poland in 2007-2016

Source: Own elaboration based on FADN data.

The number of farms receiving subsidies for intermediate consumption in
the analysed years in all voivodeships has increased. The highest average rate of
change in the number of holdings with subsidies to intermediate consumption was
recorded in the following voivodeships: Warminsko-Mazurskie (17.25%), Pod-
laskie (15.79%) and Lubuskie (15.44%) (Table 25). The lowest average annual
changes in the number of farms with subsidies to intermediate consumption were
recorded in the Matopolskie (5.72%) and Opolskie (6.65%) voivodeships. In
2016, compared to 2007, in the Warminsko-Mazurskie voivodeship, the number
of farms with subsidies to intermediate consumption increased fourfold. In turn,
in Lubuskie and Podlaskie voivodeships it rose three times. In 2016, compared to
2007, there was a reduction in regional differences in the number of farms bene-
fitting from subsidies to intermediate consumption (from 69.21% to 67.10%).
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Table 25. Changes in the number of farms benefitting from subsidies
to intermediate consumption in Poland in 2007-2016 — regional approach

Specification
VOIVOdeShlp Average Stapdgrd c:)/ea t{fl'lacrizzt Min Max ;)O}i)r;a;gl()l(lzz Ar;fer ?:)gfe
deviation %) %) change (%)

Dolnos$laskie 465 107 23.00 233 | 577 | 247.64 10.60
Kujawsko-Pomorskie 1088 256 23.48 575 | 1373 | 233.39 9.87
Lubelskie 557 150 26.94 291 750 257.73 11.09
Lubuskie 97 31 32.11 39 142 364.10 15.44
Lodzkie 525 110 20.90 301 667 221.59 9.24
Matopolskie 244 34 14.06 177 292 164.97 5.72
Mazowieckie 882 202 22.90 543 | 1143 | 210.50 8.62
Opolskie 345 66 19.04 200 | 418 178.50 6.65
Podkarpackie 148 30 20.40 92 192 208.70 8.52
Podlaskie 308 123 39.79 139 | 520 | 374.10 15.79
Pomorskie 333 66 19.77 182 | 406 223.08 9.32
Slqskie 170 33 19.73 105 207 187.62 7.24
Swietokrzyskie 257 76 29.46 157 | 350 | 209.55 8.57
Warminsko-Mazurskie 257 82 32.09 85 356 | 418.82 17.25
Wielkopolskie 820 205 24.99 378 | 1058 | 279.89 12.12
Zachodniopomorskie 264 58 21.91 130 321 246.92 10.57

Source: Own elaboration based on FADN data.

In all analysed regions, except for Dolnoslaskie and Kujawsko-Pomorskie
voivodeships, the share of subsidies to intermediate consumption in the total
amount of subsidies paid in 2007-2016 does not exceed 10%. Voivodeships with
the lowest share of subsidies to intermediate consumption are located mainly in
southern Poland (Matopolskie, Podkarpackie, Slaskie and Swictokrzyskie voi-
vodeships). In all these voivodeships, this share was below 2.5%. In these re-
gions, the amount of subsidies paid in 2007-2016 did not exceed PLN 5 million.
In the Dolnoslaskie and Kujawsko-Pomorskie voivodeships, the share of subsi-
dies to intermediate consumption accounted for 38.2% of the total amount of
subsidies to intermediate consumption. In Kujawsko-Pomorskie voivodeship,
the amount of subsidies paid to intermediate consumption was twice as high as
the national average (Figure 15).
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Figure 15. Subsidies to intermediate consumption in Poland in 2007-2016
(in PLN million)
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Source: Own elaboration based on FADN data.

Subsidies to intermediate consumption in all analysed regions increased.
The highest increase in subsidies to intermediate consumption between 2007 and
2016 was recorded in two voivodeships: Dolno$lagskie and Warminsko-
-Mazurskie. The average rate of change was over 20%. In these regions, the
largest differentiation of subsidies to intermediate consumption was also noted.
In Slaskie, Matopolskie, Wielkopolskie and Zachodniopomorskie regions, sub-
sidies to intermediate consumption were characterized by a slightly lower aver-
age annual rate of change (Table 26). In 2016, compared to 2007, there was an
increase in regional differences in the amount of subsidies paid to intermediate
consumption in Poland. Change in the variance coefficient from 78.14% to
82.81% and the ratio of the average from three voivodeships with the highest
subsidies to intermediate consumption to 3 with the lowest subsidies from 3.96
to 3.08 indicates deepening of the process of the diversification of support to
intermediate consumption at the regional level. The distance between these re-
gions increases.
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Table 26. Changes in the amount of subsidies to intermediate consumption
in agricultural holdings in Poland in 2007-2016 (in PLN million)
— regional approach

Specification
Voivodeship | aver | sundara | (S| v | om0t | maer
age deviation %) %) change (%)

Dolnos$laskie 3.50 3.06 87.40 0.58 | 11.79 557.57 21.04
Kujawsko-Pomorskie 4.89 1.86 38.08 1.43 | 7.14 444.93 18.04
Lubelskie 1.11 0.42 38.32 0.39 | 1.70 437.88 17.83
Lubuskie 0.56 0.18 32.12 0.14 | 0.81 475.26 18.91
Lodzkie 0.94 0.30 32.42 0.39 | 145 369.90 15.64
Matopolskie 0.45 0.12 27.56 0.25 | 0.65 264.22 11.40
Mazowieckie 1.45 0.46 31.99 0.62 | 2.07 332.52 14.28
Opolskie 1.49 0.49 33.00 048 | 1.97 343.15 14.68
Podkarpackie 0.35 0.11 31.96 0.14 | 0.52 364.35 15.45
Podlaskie 0.56 0.28 49.67 0.23 | 1.06 469.27 18.74
Pomorskie 1.47 0.43 29.08 0.57 | 2.09 362.75 15.39
Sla}skie 0.53 0.13 24.95 0.26 | 0.67 240.52 10.24
SwiQtokrzyskie 0.39 0.14 36.42 0.16 | 0.57 326.07 14.03
Warminsko-Mazurskie | 0.77 0.30 39.58 0.16 | 1.16 712.58 24.38
Wielkopolskie 2.18 0.56 25.48 1.17 | 2.99 255.71 11.00
Zachodniopomorskie 1.34 0.34 25.08 0.95 | 1.83 192.93 7.57

Source: Own elaboration based on FADN data.

Calculated per one agricultural holding, the average amount of subsidies
to intermediate consumption in the analysed farms was PLN 3,296.85. The
highest amounts of subsidies per one farm were recorded in the regions of north-
western Poland (Zachodniopomorskie — PLN 5,129.17, Lubuskie — PLN 5701.15
and Dolnoslaskie — PLN 7,713.08). In Dolno$laskie voivodeship, subsidies to
intermediate consumption per one farm were more than twice as high as the av-
erage for all voivodeships. The average was also exceeded by agricultural hold-
ings from five regions: Kujawsko-Pomorskie (131.54% of the national average),
Lubuskie (172.93%), Opolskie (127.30%), Pomorskie (131.99%) and
Zachodniopomorskie (155.58%). The lowest level of subsidies to intermediate
consumption per one farm was recorded in Swietokrzyskie (PLN 1,506.02) In
most regions, subsidies to intermediate consumption per one farm were below
the average for all voivodeships (Figure 16).
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Figure 16. Subsidies to intermediate consumption per one agricultural holding
in Poland in 2007-2016 (in PLN thousand)

4351.57

288467

433690

160829

268428

4
k1

192216

310913

181945

Source: Own elaboration based on FADN data.

Subsidies to intermediate consumption per one agricultural holding in the
analysed years in the majority of voivodeships were characterized by low diver-
sity. The highest indicator of diversification of subsidies to intermediate con-
sumption was found in agricultural holdings from Dolnoslaskie voivodeship
(103.72%). In this region, there was an almost two-fold increase in subsidies for
intermediate consumption per one agricultural holding. In 2007-2016, subsidies
on these farms increased from PLN 2,468.57 to PLN 5,558.03. The average rate
of change was 9.44%. The lowest rates of differentiation of subsidies to inter-
mediate consumption per one agricultural holding were recorded on farms locat-
ed in the Slaskie (8.98%). The amount of subsidies to intermediate consumption
in this region in 2016 compared to 2007 increased from PLN 2,512.80 to PLN
3,221.36. On average, from year to year, these subsidies increased by 2.80%
(Table 27). Subsidies to intermediate consumption per one agricultural farm in-
creased in all regions except for Wielkopolskie and Zachodniopomorskie re-
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gions. In Zachodniopomorskie subsidies for intermediate consumption per one
agricultural holding in 2016 as compared to 2007 decreased by almost 20%.
Yearly, these subsidies decreased by 2.70%. In Wielkopolskie voivodeship, this
decline fluctuated at 1% from year to year. Between 2007 and 2016, there was
a reduction in the differences between the amount of subsidies to intermediate
consumption per one agricultural holding (from 63.51% to 41.76%).

Table 27. Changes in the amount of subsidies to intermediate consumption
per one agricultural holding in Poland in 2007-2016 (in PLN thousand)
—regional approach

Specification
. . Variance Dynamics Average
Voivodeship Average Stagdgrd coefficient Min Max 2007/2016 rate of
deviation change
%) ORI s
Dolnoslaskie 7,713.08 | 7,999.92 103.72 | 2,468.57 | 30,226.04 | 225.15 9.44
Kujawsko-Pomorskie 4,336.90 913.44 21.06 | 2,490.30 | 5,344.78 | 190.64 7.43
Lubelskie 1,922.16 302.09 15.72 1 1,332.92 | 2,264.61 | 169.90 6.07
Lubuskie 5,701.15 1,020.85 17.91 | 3,560.26 | 7,002.64 | 130.53 3.00
Lodzkie 1,746.19 259.40 14.86 | 1,301.50 | 2,172.55 | 166.93 5.86
Matopolskie 1,819.45 270.51 14.87 | 1,387.51 | 2,222.25 | 160.16 5.37
Mazowieckie 1,608.29 201.73 12.54 | 1,147.98 | 1,813.45| 157.97 5.21
Opolskie 4,196.93 833.60 19.86 | 2,404.24 | 5,201.21 | 192.24 7.53
Podkarpackie 2,292.09 395.08 17.24 1 1,562.12 | 2,864.36 | 174.58 6.39
Podlaskie 1,748.53 188.70 10.79 | 1,514.62 | 2,034.73 | 125.44 2.55
Pomorskie 4,351.57 624.25 14.35 | 3,158.23 | 5,310.13 | 162.61 5.55
Slaskie 3,109.13 279.24 8.98 | 2,512.80 | 3,466.64 | 128.20 2.80
Swietokrzyskie 1,506.02 304.97 20.25 | 1,031.31 | 2,197.99 | 155.60 5.04
Warminsko-Mazurskie | 2,884.67 447.29 15.51 | 1,915.15 | 3,258.40 | 170.14 6.08
Wielkopolskie 2,684.28 328.71 12.25 1 2,364.53 | 3,374.08 | 91.36 -1.00
Zachodniopomorskie | 5,129.17 946.81 18.46 | 4,215.27 | 7,282.38 | 78.13 -2.70

Source: Own elaboration based on FADN data.

In 2007-2016, a total of 26,808 farms benefitted from subsidies to invest-
ments. The largest number of farms that received subsidies to intermediate con-
sumption was recorded mainly in central and eastern Poland (in Wielkopolskie,
Kujawsko-Pomorskie, Mazowieckie, 1.odzkie, Lubelskie and Podlaskie voivode-
ships). They constituted 68.87% of all farms benefitting from investment subsi-
dies. In most provinces, the number of farms with investment subsidies fluctuated
below the national average. Farmers from the regions of southern and western
Poland received the lowest amount of subsidies for investments (Figure 17).

90




Figure 17. Number of farms benefitting from subsidies for investments in Po-
land in 2007-2016
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Source: Own elaboration based on FADN data.

In the majority of voivodeships analysed, the number of farms receiving
subsidies for investments increased. The highest average rate of change in the
number of farms with investment subsidies was recorded in voivodeships with
the lowest number of farms receiving this type of support. These are: Dolnoslas-
kie (6.63%), Lubuskie (6.92%), Matopolskie (10.30%), Opolskie (8.23%) and
Slaskie (9.65%) (Table 28). In Matopolskie, Opolskie and Slaskie voivodeships
the number of farms with subsidies to investments increased two times. In the
regions where the largest number of farms with subsidies for investments in
2007-2016 were located, the number of farms decreased. In Kujawsko-
Pomorskie voivodeship, on average, the number of farms benefitting from sub-
sidies for investments decreased by 2.90%, in Mazowieckie voivodeship by
4.10% and in Wielkopolskie by 3.89%. The number of farms located in these
regions between 2007 and 2016 decreased by one third. In all regions, the ana-
lysed group of farms was characterized by the average variance coefficient in
the number of farms with subsidies for investments. In 2016, compared to 2007,

91



there was an increase in regional differences in the number of farms benefitting
from investment subsidies in Poland. The change in the variance coefficient
from 92.50% to 68.05%, and the ratio of the eight most numerous to the eight
least numerous voivodeships in the number of beneficiaries of this subsidy from
5.61 to 2.98 indicate that there was a process of diversification at the regional
level — the gap between the most and the least numerous subsidy beneficiaries in
a given region.

Table 28. Changes in the number of farms benefitting from subsidies for
investments in Poland in 2007-2016 — regional approach

Specification
V01vodesh1p Average :;3?;?;?1 CZ:;:CT; ::t Min Max ;)0%‘;3?01?2 Ar;: i)%‘e
(%) (%) change (%)

Dolnoslaskie 85 27 31.82 54 | 128 | 178.18 6.63
Kujawsko-Pomorskie 443 48 10.74 359 | 510 76.74 -2.90
Lubelskie 211 43 20.29 154 | 272 | 162.34 5.53
Lubuskie 38 10 25.88 23 49 182.61 6.92
Lodzkie 216 13 5.93 200 | 236 | 104.50 0.49
Matopolskie 71 19 27.47 36 96 241.67 10.30
Mazowieckie 353 50 14.07 262 | 412 68.59 -4.10
Opolskie 89 23 25.59 52 | 109 | 203.85 8.23
Podkarpackie 58 14 23.72 43 80 143.64 4.11
Podlaskie 205 38 18.52 139 | 261 68.14 -4.17
Pomorskie 164 24 14.68 118 | 183 73.21 -3.40
Slaskie 46 17 37.26 24 73 229.17 9.65
Swigtokrzyskie 138 17 12.48 101 | 156 68.24 -4.16
Warminsko-Mazurskie 77 19 25.14 38 98 44.71 -8.56
Wielkopolskie 417 86 20.63 238 | 498 69.95 -3.89
Zachodniopomorskie 69 9 13.10 52 80 150.00 4.61

Source: Own elaboration based on FADN data.

The investment subsidies in the majority of the analysed regions were
characterized by high volatility. The highest subsidies for investments were rec-
orded on farms located in central and eastern Poland (Wielkopolskie, Kujawsko-
-Pomorskie, Mazowieckie, t.0dzkie, Lubelskie and Podlaskie voivodeships).
The share of subsidies for investments paid to farmers from these regions ac-
counted for 67.54% of the total amount of investment subsidies. In these voi-
vodeships, the amount of subsidies paid to the investment was higher than the
national average. In Lubuskie and Podkarpackie voivodeships, the value of in-
vestment subsidies was the lowest in the whole country (Figure 18).
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Figure 18. Additional payments for investments in agricultural holdings
in Poland in 2007-2016 (in PLN million)
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Source: Own elaboration based on FADN data.

The average amount of subsidies for investments in agricultural holdings
in Poland ranged from PLN 0.4 million to PLN 5 million. In the majority of voi-
vodeships a large diversification of subsidies for investments in 2007-2016 was
noted. The highest variance coefficient in subsidies for investments was found in
agricultural holdings from the following regions: Podkarpackie, Slaskie,
Dolnoslaskie, Lubuskie and Lubelskie. The reduction of investment subsidies
between 2007 and 2016 was recorded in the Swictokrzyskie. This reduction os-
cillated around 3%. The average rate of change was 0.32%. In Slaskie voivode-
ship, investment subsidies in 2016 as compared to 2007 increased sixfold. On
average, this value increased by 22.39% year on year and it was the highest in
the whole country. Large changes in investment subsidies were also characteris-
tic for farms from Lubelskie, Lubuskie, Opolskie, Podkarpackie and Zachodnio-
pomorskie regions (Table 29). In 2016, compared to 2007, there was a decline in
regional differences in the amount of subsidies for investments. A change in the

93



variance coefficient from 95.79% to 71.52% indicates that there was a process
of diversification in the level of investment support in agricultural holdings at
the regional level.

Table 29. Changes in the amount of subsidies for investments in agricultural
holdings in Poland in 2007-2016 (in PLN million) — regional approach

Specification
VOIVOdeShlp Average Star}d{ird c?)/:giacr;zzt Min Max ?0)(’)‘;3;10“132 /Tr:fer::)gfe
deviation %) %) change (%)

Dolnoslaskie 1.09 0.61 56.35 0.39 | 2.00 333.61 14.32
Kujawsko-Pomorskie 5.01 1.03 20.48 3.17 | 6.33 180.79 6.80
Lubelskie 2.60 1.35 51.98 0.85 | 4.23 489.16 19.29
Lubuskie 0.51 0.27 52.56 0.15 | 0.88 405.85 16.84
Lodzkie 2.35 0.81 34.41 1.03 | 3.42 332.01 14.26
Matopolskie 0.94 0.43 45.90 0.19 | 1.52 659.21 23.31
Mazowieckie 3.46 0.81 23.35 2.58 | 5.04 139.16 3.74
Opolskie 1.23 0.56 45.22 042 | 1.78 391.75 16.38
Podkarpackie 0.42 0.26 63.14 0.18 | 0.88 428.01 17.53
Podlaskie 2.57 0.85 33.01 1.25 | 3.58 163.57 5.62
Pomorskie 1.85 0.43 23.11 1.15 | 2.41 180.33 6.77
Slqskie 0.78 0.51 65.71 0.17 | 1.58 616.31 22.39
Swietokrzyskie 1.39 0.18 13.15 1.17 | 1.72 97.17 -0.32
Warminsko-Mazurskie 0.61 0.13 21.84 0.42 | 0.85 108.01 0.86
Wielkopolskie 3.96 0.88 22.10 238 | 5.12 170.86 6.13
Zachodniopomorskie 0.78 0.28 35.86 0.30 | 1.19 399.98 16.65

Source: Own elaboration based on FADN data.

Calculated per one farm, the average amount of subsidies for investments
in the analysed regions was PLN 112,221.35. The highest amounts of subsidies
per one farm were recorded in Slaskie voivodeship (PLN 14,948.09) and Opol-
skie (PLN 13,067.74). The lowest level of subsidies for investments per one ag-
ricultural farm was recorded in three voivodeships: Podkarpackie, Warminsko-
-Mazurskie and Wielkopolskie. Their value per one agricultural holding did not
exceed PLN 10,000 (Figure 19). Between 2007 and 2016, there was a reduction
in the differences between the amount of subsidies to investments per one agri-
cultural holding (from 19.34% to 14.72%).
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Figure 19. Payments for investments per one agricultural holding in Poland
in 2007-2016 (in PLN thousand)

Source: Own elaboration based on FADN data.

The subsidies for investments per one agricultural holding in the analysed
regions were mostly characterized by low diversity. The highest rates of invest-
ment subsidy differentiation were recorded on farms located in the Lubelskie
(36.31%), Lodzkie (34.65%) and Podkarpackie (39.22%) regions. In these re-
gions, an almost threefold increase in investment subsidies was recorded per one
farm. The average rate of change was 13.04%, 13.71% and 12.90%, respectively.
The lowest rates of differentiation of subsidies for investments per one farm were
recorded in Swictokrzyskie voivodeship (15.08%). The amount of subsidies for
investments in this region in the analysed years increased from PLN 8,156.66 to
PLN 11,613.73. On average, these subsidies increased by 4% year on year (Table
30). The investment subsidies per one farm increased in all regions.
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In 2007-2016, a total of 116,777 farms received decoupled payments. The
largest number of farms that received decoupled payments was recorded in three
voivodeships: Kujawsko-Pomorskie (13,192), Mazowieckie (15,829) and
Wielkopolskie (18,125) (Figure 20). They constituted 40.37% of all farms re-
ceiving decoupleded payments. A high percentage of farms with decoupled
payments was also found in the following regions: Podlaskie (8%), Lodzkie
(7.63%) and Lubelskie (8.34%). In total, in these six regions, decoupled pay-
ments received over 75 thousand farms, which accounted for around 64% of all
farms with decoupled payments. A small percentage of farms received decou-
pled payments in voivodeships located in mountain areas (Slaskie (2.51%), Pod-
karpackie (2.22%) and Lubuskie (2.03%)).

Figure 20. Number of farms benefitting from decoupled payments
in Poland in 2007-2016

Source: Own elaboration based on FADN data.

The variance coefficient in the number of farms receiving decoupled
payments in all voivodeships oscillated at a very low level, with the exception of
Swigtokrzyskie voivodeship. In most regions, the number of farms with decou-
pled payments increased. The highest average rate of change in the number of
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farms with decoupled payments was recorded in the following regions:
Swietokrzyskie (2.41%), Warminsko-Mazurskie (2.37%) and Kujawsko-
-Pomorskie (2.03%) (Table 31). The smallest average annual changes in the
number of farms with decoupled payments were recorded in Podlaskie (0.92%),
Zachodniopomorskie (0.81%) and Opolskie (0.76%). In 2016, compared to
2007, in Lubelskie, L.6dzkie, Matopolskie, Mazowieckie, Podkarpackie, Pomor-
skie and Wielkopolskie voivodeships the number of farms with decoupled pay-
ments decreased by 10%, on average.

Table 31. Changes in the number of farms with decoupled payments in Poland
in 2007-2016 — regional approach

Specification
Voivodeship Average Standard Variance Dynamics Average rate
deviation coefficient Min Max 2007/2016 of change
(%) (%) (%)
Dolnoélaskie 596 39 6.50 540 640 110.92 1.16
Kujawsko-Pomorskie 1319 109 8.26 1190 | 1435 119.83 2.03
Lubelskie 974 94 9.66 835 1096 92.70 -0.84
Lubuskie 237 13 5.33 215 249 115.81 1.64
Lodzkie 891 53 5.90 822 981 90.32 -1.13
Matopolskie 421 36 8.50 373 486 83.41 -2.00
Mazowieckie 1583 97 6.14 1500 | 1805 85.48 -1.73
Opolskie 471 28 5.84 437 498 107.03 0.76
Podkarpackie 260 19 7.40 225 284 93.24 -0.77
Podlaskie 935 &3 8.89 826 1021 108.64 0.92
Pomorskie 579 20 3.53 552 629 99.14 -0.10
Slqskie 293 20 6.80 265 314 114.23 1.49
Swiqtokrzyskie 357 47 13.13 299 411 123.93 241
Warminsko-Mazurskie 539 41 7.60 469 581 123.45 2.37
Wielkopolskie 1813 87 4.77 1730 | 1957 94.13 -0.67
Zachodniopomorskie 411 17 4.12 385 441 107.53 0.81

Source: Own elaboration based on FADN data.

The highest amount of decoupled payments paid in 2007-2016 were rec-
orded in Wielkopolskie and Kujawsko-Pomorskie voivodeships. The share of
decoupled payments paid to farmers from these regions represented 26.39% of
the total amount of decoupled payments. In the majority of regions, the total
amount of decoupled payments was higher than average for all voivodeships. In
four regions: Matopolskie, Podkarpackie, Slaskie and Swietokrzyskie, the value
of decoupled payments was the lowest in the whole country — it did not exceed
PLN 75 million. In Podkarpackie and Swigtokrzyskie voivodeships, the share of
decoupled payments fluctuated at less than 2% of the total amount of decoupled
payments (Figure 21).
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Figure 21. Decoupled payments on farms in Poland
in 2007-2016 (in PLN million)
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Source: Own elaboration based on FADN data.

In 2007-2016, the average amount of decoupled payments on farms from
the analysed regions ranged from PLN 0.4 million to PLN 32.92 million. In the
majority of voivodeships a large variation of decoupled payments was noted.
The highest variance coefficient in decoupled payments was recorded in agricul-
tural holdings from the following regions: Kujawsko-Pomorskie, Lubelskie, Lu-
buskie, Podlaskie, Slaskie and Swigtokrzyskie. In all analysed voivodeships, be-
tween 2007 and 2016, an increase in decoupled payments was noted. In the
Kujawsko-Pomorskie, Lubelskie, Opolskie, Slaskie and Swigtokrzyskie voi-
vodeships, decoupled payments in 2016 in relation to 2007 doubled. The aver-
age rate of change oscillated around 10%. The highest average rate of change in
decoupled payments was recorded in the Zachodniopomorskie (4.40%),
Wielkopolskie (3.99%), Pomorskie (4.75%) and Mazowieckie (4.87%) voivode-
ships (Table 32). In 2016, compared to 2007, there was a decline in regional dif-
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ferences in Poland in the amount of decoupled payments. A change in the vari-
ance coefficient from 58.55% to 56.72% indicates that there was a process of
decreasing the variation of decoupled payments at farms at the regional level.

Table 32. Changes in the amount of decoupled payments on farms in Poland
in 2007-2016 (in PLN million) — regional approach

Specification
Voivodeship Standard Variance Dynamics é::eriie
Average deviation coefficient Min Max 2007/2016 change

(%) (%) (%)
Dolnoslaskie 19.15 6.91 36.09 9.68 | 31.57 | 163.80 5.64
Kujawsko-Pomorskie 30.56 12.70 41.57 12.41 | 53.59 | 225.10 9.43
Lubelskie 15.54 6.62 42.61 6.56 | 27.89 | 220.34 9.17
Lubuskie 10.61 4.26 40.12 4.82 | 17.48 | 155.37 5.02
Lodzkie 11.94 4.42 37.06 6.13 | 19.63 | 156.97 5.14
Matopolskie 5.03 1.95 38.83 2.29 | 8.66 178.86 6.67
Mazowieckie 20.53 7.33 35.70 11.03 | 33.36 | 153.40 4.87
Opolskie 15.07 6.02 39.92 5.87 12493 | 19741 7.85
Podkarpackie 4.07 1.52 37.39 2.04 | 6.90 177.10 6.56
Podlaskie 16.91 6.93 40.95 7.61 | 29.51 186.95 7.20
Pomorskie 16.44 5.90 35.89 8.33 |26.45| 151.80 4.75
Slqskie 6.75 2.75 40.67 2.67 | 1142 | 207.33 8.44
Swiqtokrzyskie 4.70 1.98 42.14 2.19 | 8.50 192.06 7.52
Warminsko-Mazurskie 14.72 6.02 40.88 6.48 | 24.74 | 175.35 6.44
Wielkopolskie 32.92 11.16 33.91 17.37 | 51.17 | 142.20 3.99
Zachodniopomorskie 15.54 5.15 33.16 8.18 | 24.52 | 147.34 4.40

Source: Own elaboration based on FADN data.

The highest amount of decoupled payments per one farm was recorded in the
western Polish regions (Zachodniopomorskie, Lubuskie, Dolnoslaskie and Opol-
skie) (Table 19). These are regions characterized by the smallest fragmentation of
the agrarian structure in the country. By far the highest level of decoupled pay-
ments per one agricultural holding was recorded in Lubuskie voivodeship
(193.23% of the average) and Zachodniopomorskie voivodeship (164.10%). The
average was also exceeded by agricultural holdings in four regions: Dolnoslaskie
(140.35%), Opolskie (138.67%), Pomorskie (123.80%) and Warminsko-Mazurskie
(117.24%). The lowest level of decoupled payments per one agricultural holding
was recorded in four voivodeships: Matopolskie and Swigtokrzyskie as well as
Lodzkie and Mazowieckie. Their value per one agricultural holding did not exceed
PLN 15,000. In most regions, the amount of decoupled payments per one farm
ranged from PLN 15,000 to PLN 30,000 (Figure 22).
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Figure 22. Decoupled payments per one agricultural holding in Poland in 2007-
2016 (in PLN thousand)

Source: Own elaboration based on FADN data.

Decoupled payments per one agricultural holding increased in all regions.
In 2016, in relation to 2007, in Lubelskie and Matopolskie voivodeships, decou-
pled payments per one farm increased twice. The average rate of change was
10.10% and 8.85%, respectively. Decoupled payments per one agricultural hold-
ing in the analysed regions were characterized by average diversity. The excep-
tions were farms from Lubelskie and Matopolskie voivodeships. In 2007, the
value of the variance coefficient of decoupled payments per one agricultural
holding amounted to 49.40%, while in 2016 it decreased to 36.95%. This means
that in the last ten years regional disparities of decoupled payments per one farm
in particular voivodeships decreased (Table 33).
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2.5. Summary of the research results

The analysis conducted using the Polish FADN data indicates that subsi-
dizing agriculture in Poland is regionally diversified. The diversity is influenced,
inter alia, by the natural, organizational and economic conditions characteristic
of individual regions.

Farmers from central and eastern Poland (voivodeship: Wielkopolskie,
Kujawsko-Pomorskie, Mazowieckie, Lodzkie and Lubelskie) benefitted the
most from subsidies coupled with plant production. Farmers from the regions of
southern Poland (voivodeship: Slaskie, Matopolskie and Podkarpackie) received
the lowest amount of subsidies for plant production. The highest average
amounts of subsidies for plant production were recorded in the regions of north-
ern and western Poland (voivodeship: Zachodniopomorskie, Pomorskie, Lubus-
kie, Dolnoslaskie, Opolskie).

Farmers from the regions of central and eastern Poland (voivodeship:
Wielkopolskie, Kujawsko-Pomorskie, Mazowieckie, t.odzkie, Swi(;tokrzyskie,
Podlaskie and Lubelskie) received the most of subsidies for animal production.
These are the regions where the amount of support was also the highest. In turn,
the regions of northern and western Poland were characterized by the lowest
number of farms with subsidies for livestock production, with the average
amount of subsidies per agricultural holding at a level similar to the regions with
the largest number of farms with subsidies for animal production. The smallest
average amounts of subsidies for animal production were recorded in Slaskie,
Matopolskie, Swictokrzyskie and Podkarpackie voivodeships.

The highest number of farms benefitting from subsidies for the develop-
ment of rural areas was characteristic for the central Poland regions (voivode-
ships: Wielkopolskie, Kujawsko-Pomorskie, Mazowieckie and tLodzkie) and
eastern regions of Poland (Podlaskie voivodeship). Farmers located in the south-
ern parts of Poland (voivodeships: Swigtokrzyskie, Slaskie, Matopolskie and
Podkarpackie) benefitted the least from subsidies for rural development. The
average amount of subsidies for rural development per one agricultural holding
was the highest in the voivodeships of northern and western Poland (voivode-
ships: Pomorskie, Zachodniopomorskie, Dolnos$lgskie and Opolskie).

Farmers with farms located in Wielkopolskie, Kujawsko-Pomorskie and
Mazowieckie voivodeships to the largest extent benefitted from subsidies for
intermediate consumption. The lowest number of farms with subsidies for in-
termediate consumption was characteristic of the following regions: Lubuskie,
Slaskie and Podkarpackie. These voivodeships, recorded the lowest level of
support in the whole country. On the other hand, the highest average amounts of
subsidies for intermediate consumption per one agricultural holding were re-
ceived by entities from the northern and western regions of Poland (voivode-
ships: Pomorskie, Zachodniopomorskie, Dolnos$laskie, Lubuskie and Opolskie).
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Farmers from farms located in central and eastern Poland (voivodeships:
Wielkopolskie, Kujawsko-Pomorskie, Mazowieckie, L.odzkie, Podlaskie and
Lubelskie) used mainly subsidies to investments. Farmers from the Lubuskie,
Slaskie and Podkarpackie voivodeships made the least use of this form of sup-
port. In the majority of voivodeships, the average amount of subsidies for in-
vestments per one agricultural holding was over PLN 10,000, the exception
were Wielkopolskie and Warminsko-Mazurskie voivodeships. In these regions,
the average amount of investment subsidies per one agricultural holding was the
lowest in the whole Poland.

As many as 99% of studied farms benefitted from decoupled payments in
the analysed period. Most farms with decoupled payments were located in the
following regions: Wielkopolskie, Kujawsko-Pomorskie and Mazowieckie. In
these regions, the amount of support was also the highest. The lowest support
and at the same time the lowest number of farms with decoupled payments was
characteristic of farms from southern Poland (Slaskie, Matopolskie and Pod-
karpackie regions). The highest average decoupled payments per one agricultur-
al holding were recorded in the voivodeships of western Poland (voivodeships:
Zachodniopomorskie, Lubuskie, Dolnoslaskie, and Opolskie), while the lowest
in Matopolskie and Swictokrzyskie voivodeships.

The most significance changes in subsidizing agriculture in Poland at the
regional level were recorded in Kujawsko-Pomorskie, Warminsko-Mazurskie,
Lubelskie, Slaskie and Matopolskie voivodeships. Less important changes were
typical of farms from the western and central regions of Poland (voivodeship:
Pomorskie, Wielkopolskie, Zachodniopomorskie and Mazowieckie).

Between 2007 and 2016 there was a process of diminishing the diversifi-
cation of agricultural support per one farm at the regional level. However, when
comparing changes in the level of support for farms from the regions with the
highest and lowest absorption of agricultural subsidies, these disproportions in-
creased in the analysed period. This means that agricultural subsidies in their
current form do not contribute to the equalization of development opportunities
for farms and may even further deepen them.

The existing regional diversification of subsidizing agriculture in Poland
means that it is necessary to adjust the support of agriculture and rural areas to
the local needs to a greater extent than hitherto. In agricultural policy of the Eu-
ropean Union one should strive to reduce regional differences through the selec-
tion of appropriate instruments taking into account the specificity of a given re-
gion, so as to reduce as much as possible the disparities in the development of
agricultural holdings between individual regions.
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Summary of the monograph

This monograph deals with two research topics. The first of them was the
analysis of the European Commission’s proposal regarding the reform of the
Common Agricultural Policy and its shape for 2021-2027. The second problem
presented in this publication was the question of regionalization of support for
Polish agriculture.

The analysis of the first research problem allows to state that the assump-
tions of the European Commission relating to changes in the functioning of the
CAP have met with different assessment of individual stakeholder groups. The
issues of the scale of support and the new model of CAP implementation are the
key discussed aspects. The expected reduction in the CAP budget in the face of
the growing challenges facing the agricultural sector seems to be the wrong so-
lution. The proposed structure of the CAP budget limit for 2021-2027 should be
assessed even more negatively. The largest cuts are to concern EAFRD, i.e. sup-
port for rural development, which is crucial for the modernization of the sector
and increasing its commitment to reducing climate change. On the other hand,
income support in the form of direct payments is to be maintained at a level
close to the current one, although the introduction of an upper limit of support at
the level of EUR 60 thousand will significantly affect the structure of support.

Despite the EC’s announcements, the proposals for changes are not an ef-
fective response to the challenges facing European agriculture and they will not
increase the resilience of this sector. On the margins of these considerations it is
worth noting that the lack of ambition in remodeling agricultural policy to match
the long-term challenges faced by this sector and the entire economy is not just
an EU problem. Also in the United Kingdom attempting to outline the shape of
national agricultural policy for the period after leaving the European Union, the
instrumentarium is very similar to the proposals discussed in the EU"’.

The EC proposals were analysed by the Committee on Agriculture and
Rural Development of the European Parliament (European Parliament, 2019).
However, due to the end of the term of office, the results of this work may not
be used by the new members of the European Parliament as a basis for further
work on the reform. The issue of the size of the CAP budget is still an open
question, as the final agreement on the multiannual financial framework for
2021-2027 has not yet been reached. It is also worth adding that prolonging
work on the reform will mean a delay in the adoption and start of the implemen-
tation of strategic plans.

'7 An outline of the proposals for agricultural policy of the United Kingdom is described, inter
alia, in Downing, Coe (2018).
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Analysis of the regional diversification of support for the Polish agricul-
ture based on the FADN data shows that the scale of support for Polish agricul-
ture is regionally diversified. Naturally, the needs and characteristics of agricul-
ture and rural areas in particular regions of our country are also diversified.
Therefore, it is necessary to thoroughly analyse the needs of individual voivode-
ships during the preparation of the strategic plan for implementing the CAP in-
struments in Poland in 2021-2027, especially when distributing funds between
voivodeships.

In this context, it is vital to underline the importance of changing the
model of the functioning of the CAP and basing this policy not on the spending
of funds, but on its results. This is a significant change in the approach to agri-
cultural policy. However, the problem is the availability of data. Already at the
stage of creating SWOT analyses that are the basis for the development of stra-
tegic plans, Member States struggle with the limitations in data availability hin-
dering programming of support.

At the same time, Member States must plan the implementation system of
individual CAP instruments in a way that ensures the availability of data enabling
a reliable final evaluation of the results of the support distributed. This is a huge
challenge for public statistics and institutions implementing support. It also in-
volves costs that must be incurred to create a performance monitoring system.

It is also worth mentioning that a proper proposal is to take into account
national measures in the functioning of the CAP. The European Commission
plans that Member States will have to provide information on national actions
and instruments to implement the specific objectives of the CAP. It is an expres-
sion of the recognition of connections and interdependencies, as well as the role
played by the policy of Member States in the functioning of agriculture. This is
not only about national instruments of state aid for agriculture, but also tax solu-
tions or legal regulations. A good example here is supporting the entry of new
farmers into the sector. In many cases, it is the legal issues in the field of inher-
itance or trade in land that constitute an important barrier to the entry of new
people into the agricultural sector.

In summary, although the EC’s proposal does not offer a revolution in
supporting European rural areas and agriculture, it is a step towards increasing
its accountability, which is increasingly important to the public and policy mak-
ers themselves. Undoubtedly, the agricultural policy of the European Union
should go in the direction of food policy. In addition, it needs a fuller and more
effective link with the EU’s environmental policy.
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