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Introduction 

• Supporting viable farm incomes 

• Remains a paramount objective of the CAP 

• Predominant share of CAP budget  

• Direct Support Payments accounted for 74% of Family Farm 
Income in Ireland in 2018  (Teagasc NFS) 

•Aim of this presentation:  

• Some observations and discussion pointers 



Key themes of CAP reform 

• ‘More efficient’ and ‘more effective’ policy 

• ‘More flexible’ 

• ‘Better targeted’ and ‘needs-based’ 

• ‘Fairer’ and ‘more equitable’ 

• ‘Simplified’ 

• Strategic objectives & performance-based 

• Environment and climate ambition 

• Maintaining legitimacy - public consultation 

 



A declining budget in real terms 
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↓17% in real terms 

Source: DAFM Annual Review and Outlook (2006-2019), deflated by CPI (CSO) 

Ireland: Pillar I DPs adjusted for inflation (2018 prices) 
 

Future CAP budget in MFF 
negotiations 
 
+ How might the COVID-19 
crisis affect decision making?  



Payments Land 

EU-28 80/20 80/20 

Ireland 56/20 48/20 

Share of direct payments and land covered by the top 20% of farms 

Role of farm 
structure: 
DPs are as 
concentrated as 
land 

Distribution of DPs & political economy of CAP 



Family Farm Income and Direct Payments per 
Labour Unit by Farm Type (2016-2018 average) 

Source: Teagasc NFS 
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Family Farm Income Direct Payments 

Decoupled payments → linkage between level of support and farm income (need)? 



Aim of Direct Payments 

• Supporting farms with low farm incomes? 

• Focus should be on the distribution by income not farm size 

• Largest beneficiaries do not necessarily have the largest incomes 

• e.g. extensively grazed upland farms in cattle and sheep production 

• Efforts to redistribute negatively impact productive larger farms 
that have invested heavily 

• Smaller beneficiaries may actually have high incomes 



Proposed Changes to Pillar I Schemes 

Existing CAP (2014-2020) New CAP 2021-2027 (proposals) 

Basic Payment Scheme (BPS) Business Income Support for Sustainability 
(BISS) 
 

Greening (30%) – most Irish farms ‘green 
by definition’ under the rules 

Eco-scheme for climate and the 
environment 

Young farmer top-up Complementary Income Support for Young 
Farmers (CIYF) 

Voluntary coupled support, e.g. protein 
crops 

Option for coupled payments 

→ Retaining similar approach to income support as previous CAP with rebadging  



Challenges 

• What income objectives are appropriate? 

• e.g. gap with average earnings in the economy? 

• Specific/vulnerable sectors or all enterprise types 

• Targeting problem 

• Decoupled area-based payments are a blunt instrument 

• Substantial leakage of payments 

• Capitalisation into land and other input costs 

• Conflicting objectives (with other CAP priorities) 

•  Trade-offs (more money for one measure, means less elsewhere) 



Targeting Income Support within the 
New CAP 



Internal Convergence 
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2019 2026 

National Average 

 €700 

€266 

Maximum 

Minimum (60% of Nat. Avg.) 
 €160 

€239 

Entitlement values <90% of Nat. Avg 
converged by up to 1/3 of the difference 

reaching at least the 60% Min 

Entitlement values <90% of Nat. Avg 
converge by  up to 1/2 of the difference 

reaching at least the 75% Min 

Minimum (75% of Nat. Avg.) 

Maximum 
? 

90% of Nat Avg  ~€200 



Internal Convergence: choices 

• Progression to flat rate: longer term agenda? 

• Minimum partial convergence or move faster to flat rate per hectare? 

• Regionalisation of payment rates? 
•  CAP Strategic Plans Regulation, Art. 18(2): Member States may decide to differentiate the amount of the 

basic income support per hectare amongst different groups of territories faced with similar socio-economic 
or agronomic conditions”. 

• Effects of such redistribution on farm viabilities? 
• Shifting support from more productive farms or certain enterprises such as tillage 

• Impacts of spatial redistribution 

• Flat rate payments do not address targeting objectives. 
• EU Commission’s analysis: “if direct payments were granted as a European flat rate, they would be as 

concentrated as in the current situation.” 

 
 



Capping & Degressivity 

• Irish payments already capped at €150,000 

• Further constraints on larger beneficiaries proposed: 

• Reductions to payments above €60,000 per farm 

• Compulsory capping (maximum €100,000 per beneficiary); 

• But allowance for labour costs 

• c.1% of Irish BPS recipients with >€60k before deducting labour 
costs 

• Proposed restrictions: modest overall impact but important 
implications for specific businesses impacted 



Redistributive payment (CRISS) 

• Progressivity in payment rates in favour of smaller farms 

• Top-up on the basic payment for the ‘first hectares’ of each farm 

• Option in 2015 reform (implemented by 10 MS) 

• Up to 30% of income support budget 

• CRISS possibly mandatory in new CAP? 

• French research (Chatellier) on the redistributive payment:  

• Concluded it was more effective than capping as a means of rebalancing 
payments in favour of small/medium size farms 

• Tapering within scheme could be used to mitigate negative impacts of 
capping for the largest farms 

• Q. Redistributive payment would target more support to part-time 
holdings while negatively impacting larger ‘full-time’ farms? 

 



“Genuine” Farmer definition 
• “Objective and non-discriminatory criteria” 

• Income tests, labour inputs on the farm, the object clause of businesses 
and/or their inclusion in business registers. 

• ..no support can be granted to those whose agricultural activity forms 
only an insignificant part of their overall economic activities. 

• But must not exclude pluri-active farmers 

• Some already using income or activity thresholds 

• Q. Should Ireland’s definition of ‘genuine farmer’ be modified to 
allow better targeting of payments? 
• What allowance, if any, should be made for non-farm income? 

• Approximately half of all farms have off-farm employment  
• Low income from farming may be a poor proxy for low household income 

• Diversity of circumstances from wealthy professionals with a farming side-line to small 
farmers who must work off-farm to make ends meet? 

• Implications for targeting of DPs? 

 



Voluntary Coupled Support 

• Likely to be a continuing feature in the new CAP 
• Targeted support to vulnerable sectors: sucklers, sheep, tillage 

• But downside of distorting market signals & uneven playing field across MS 

• 27/28 member states implemented some VCS 

• In 2018, 14 member states allocated the max 13(+2)% share of their national 
envelope to VCS 
• c.40% of EU-28 VCS to beef production (€1.7bn;  avg. level €88/hd) 

• Ireland: protein crop scheme up to €250/ha for pulses subject to national 
ceiling €3m 
• Since introduction area of pulses tripled to 13,000 ha producing c.90,000 tonnes 

• Q. What role, if any, should coupled supports have in Ireland’s CAP 
strategic plan? 

 



Young Farmers 

• Proposals show continued strong support for generational renewal 
• Minimum 2% of DP allocation 

• BISS top-up for young farmers 
• Similar to existing CAP  

• YF support may include installation grants of up to €100,000 

 

• Q. Ireland already has strong commitments to young farmers under 
existing CAP (Pillar I and Pillar II measures). 
•  How should these supports develop further in the new CAP? 



Eco-Schemes 

• Commission proposal: mandatory scheme(s); voluntary participation 
for farmers 
• Top-up to BISS or stand-alone measures? 

• Payment model for extra compliance costs 
• Added cost and revenue foregone? 

• Interaction with environmental measures in Pillar II? 
• Potential ‘double funding’ issues? 

• What objectives and types of measures should be prioritised?  e.g. 
• Low input systems, e.g. extensification-type scheme? 

• Higher rates for mixed farming systems 

• Top-ups linked to specific innovations/practices 

• ANC payment under Pillar I as Eco Scheme? 



Other areas to consider 

• Potential for more targeted measures under Pillar II? 
• Use of flexibility between pillars? 

• Assistance to producer groups to encourage cooperation 
and improve farmer bargaining power in the food chain 
• Particularly important for the more vulnerable sectors 

• Design of risk management tools 
• What types of risk management measures would be most 

appropriate? e.g. 
• Supported insurance schemes 

• Fixed price contacts 

• Establish contingency reserve fund  



Conclusion 

• CAP reform 2020 builds on familiar themes from previous rounds 

• But embeds a more strategic perspective 
• More focused on objectives 

• Performance-based approach 

• Flexibility for MS to implement measures that suit their needs within a 
common framework 

• The choices about income support payments are especially 
challenging 
• Re-distributional impacts and perceived ‘fairness’ 

• Extra support for vulnerable sectors? 

• Linkages between income support payments and the evolving ‘green 
architecture’ of the CAP 

• EU: more effective targeting to maintain the legitimacy of CAP payments? 


