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1. Abstract

The successive reforms of the Common Agricultui@idy (CAP) have led to an important
shift in the way of how public support are grantedagriculture. Direct aids of the first pillar
have been allocated to farmers, on the basis adustoon factors, to offset the negative
impact of lower institutional prices. Since 200% implementation of the decoupling has not
resulted, at least in France, to a redistributibrdioect aids between categories of farms.
Thus, for a given productive sector, the amounticéct aids per farm or per AWU is still
closely linked to the size of the structure. Follogvthe 2003 CAP reform, and under
Article 10 of EC Regulation No. 1782/2003, a conspuy modulation of direct aids from the
first pillar was implemented in 2005. This devidmwas to deduct 5% of direct aids from the
first pillar beyond a franchise set at 5 000 eypes farm. In France, a part (80%) of the
collected funds is redistributed in favour of ther& Development Programme (PDRH).
This report presents an evaluation of the impaasterfomic, social and environmental) of this
modulation device for French agriculture. This ewflbn was conducted using several
sources of information: a literature review focuseddocuments related to the CAP and the
rural development programme; some interviews foduse specific issues of the evaluation;
some simulations conducted thanks to the Farm Ademey Data Network (FADN).
This report was produced as part of a more compsabhe evaluation (at the European scale)
directed by LEI (agricultural economics researclstiitnte in the Netherlands) for the
Directorate General of Agriculture and Rural Deypalent of the European Commission.
The report also proposes an analysis of the maduolakevice applied in France in 2000 and
2001 (Article 4 of EC Regulation No. 1259/1999) amdposals made (20 may 2008) by the
European Commission under the health check of &ie.C

Keywords CAP - Modulation - Farms - Direct aid - Firstlpil- Rural Development - FADN



Modulation (article 10 of Council Regulation n°17820®3) - Case Study Report for France 2

Methodology and Information Sources Used
To answer the various questions, several approdzhesbeen privileged:

A literature review focused on the CAP health check, the first pilts#fr the CAP,
rural development measures and modulation. Seseteites have been used:

- The main documents of the Ministry of Agriculturthe strategic plan for rural
development for the 2007-2013 period; the Ruraldd@wment Hexagonal Programme
(RDHP) 2007-2013 (5 volumes); the strategic environnmeatsessment oPDRH,
documents relating to support for French agricattiirench documents relating to the
CAP reform following the European Commission’s megls (successively entitled:
Towards a new CAP: open debate; what objectiveafGAP in a perspective of 2013
synthesis on the CAP health check

- The speeches made by the French Minister of Abuce since the CAP reform
proposals of the European Commission (20 NovemBer7R These are mainly those
given at the following meetings: Permanent AssemblyAgricultural Chambers
-APCA: (12-12-2007); European seminar on Rural Developrn(is-01-2008); National
federation of beef producer&NB- (14-02-2008); international seminar on Organic
Farming (26-02-2008); National federation of milkogucers FNPL- (20-03-2007);
farmers uniorFNSEA(3-04-2008).

-The documents published on the CAP health checkthgy French agricultural
organizations, principally (see references): thedsal Council of Agriculture, Food and
Rural Areas CGAAER; the permanent assembly of agricultural chamiaRCA);
the farmers uniorFNSEA,; the young farmers uniodeunes Agriculteursthe farmers
union Confederation Paysanndghe farmers uniorCoordination Rurale;the national
federation of milk producerd=NPL); the national federation of beef producers (FNB);
the national federation of ovine producers (FN@g National federation of organic
agriculture ENAB); the National professional organisation for medonomy (CNIEL);
the national association of agricultural coopeedi\COOP de Francg the national
association of food industries (ANIA).

- The various reports made in connection with thelwation of rural development
programme 2000-2006.

- The scientific papers produced by colleaguetN&A and other research institutes.

Interviews with French experts (CAP, rural develemt) agricultural productions, farms)
These interviews have not been made according dmgle method. They have helped to
supplement, where it seemed useful, points abadheiliterature. There is no reference in the
text on what each expert said precisely. The egpemtferred that we mention the official
position of their organization (ministry of agritwle, farmers unions, etc.).

Simulations applied to individual data of the Fien€arm Accountancy Data Network
(FADN 2006). This statistical tool is used to derstoate the economic role of direct aid
(1% and 29 pillar of the CAP) for different categories of Roh professional farms (Annex 4).
In addition, simulations were conducted to meagheeimpact of past modulation device
(Annex 7: Agenda 2000), current (Annex 5: EC Regota No. 1782/2003) or future
(Annex 6: Prospects for the CAP).
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3. Research questions
3.1 General

3.1.1. What are the views of your Member State ond@npulsory Modulation?
Are they supportive of a greater transfer of fundshetween Pillar 1 and Pillar 2?

Before focusing solely on the compulsory modulatitavice (Regulation No. 1782 Council
2003), it is worth recalling that France had dedidiiring the Agenda 2000, to apply the
optional modulation. At the time, it reflected thell of the Minister of Agriculture
(Jean Glavany, Minister of the Government of Liodespin) to increase funds in favour of
the second pillar of the CAP. The modulation wagliag for two years (2000 and 2001) with
a fairly complex device based on three indicattihe: amount of direct aid, the economic
dimension and agricultural employment. The modafatias allowed to deduct 213 million
euros in two years. The modulation only affectegnfawhich had a high amount of direct
payments. The Annex 7 presents this optional meiduladevice and its implications for
French agriculture.

In 2002, a change of government took place in Frafidie new Minister of Agriculture
(Hervé Gaymard Minister of the government of JeanrE Raffarin) has decided to remove
the device modulation.

Since the reform of the CAP in 2003, the modulataindirect payments is mandatory.
This modulation, which follows a proposal by therdpean Commission had not been wanted
by French authorities. Since then, ministers ofcagiure(Dominique Bussereau, Christine
Lagarde and Michel Barnier) didn't made often mfiee to the modulation in their speeches
concerning agricultural policy.

* The position of French Minister of Agriculture

The French Minister of Agriculture has said, throughout its various speeches and
documents, its position concerning the European r@ission's proposals of 20 November
2007. This position is not, of course, fihgeven after the proposals of the 20 may 2008).
It will be adjusted depending on the evolution loé tdebate with other Member States and
agricultural organizations. The discussion on thkice between the first and second pillar
should be considered as a whole (with consideriagutation, article 68/69...).

According to the minister of agriculture, the CARIsh pursue four main objectives: ensure
the independence and food security of the Europdaion; contribute to the world food
security; preserve the quality of life in rural ase participate in the fight against climate
change and environmental improvement. In additioa,CAP must be based on the following
four principles: to strengthen community prefererstabilise markets; maintain an ambitious
budget for the CAP; ensuring targeted action fetanable agriculture.

! In a phase of dialogue and negotiations, it agp#sat some issues raised by the sponsors ofehisrtrare
considered as strategic. Thus, it is sometimes $sipte to get an official response and robust messcenarios
advocated. For example, the French minister wasnnfatvor of an increase in the rate of modulatifstom 5%

to 13%), it is impossible to know his potential @®as targeting additional funds collected.
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More precisely, the Minister identified three piii@s for the future of the CAP:

* Adapting the CAP instruments to better take iatmount the risks of climate change and
health crises

The minister wishes to maintain some markets réigmla(mechanisms of intervention).
He considers that the abolition of milk quotas dygossible with two conditions: introduce
measures favourable to the dairy farms locatedanntain; implement some instruments for
organizing the market. Similarly, he is in favouf measures enabling producers'
organizations to play a larger role in stabilizilng agricultural markets. He also wants that
the risk management is introduce in the first pillA cut on aid coupled and decoupled
(first pillar) could help to finance a portion dfig¢ insurance cost (for climate risk) and to
compensate farmers in case of health crises.

* Support certain agricultural products

The minister seeks to consolidate the first pillarits economic dimension. He hopes to
consolidate production of certain goods by tramsfgrfunds within the first pillar of the
CAP. This transfer could be achieved using a newralad version of Article 69. The levy on
direct support should be applied to decoupledlaid,also to maintained coupled aid, the use
of funds should be more flexible.

The funds collected could be granted for severgdatives (see below): the implementation of
a premium to grassland; the risk management; grgqndéi single payment to fruits and
vegetables productions; specific aid to dairy fadosated in mountain; the upgrading of
single payment for the sheep farms; the promotibrorganic farming; support to plant
proteins.

* Limiting the transfer between thé' and the 2 pillar

For the French minister of agriculture, the CAP amdal development policy are two
complementary policiésThe first is not intended to disappear in favoiihe latter.

In France, the transfer of funds from the firstlguilto the second leads to a decline in
budgetary support to Agriculture. Our country remsv only 80% of funds from the
modulation. Moreover, these funds can be allocateyg up for 90% to agriculture.

The increase in the modulation rate up to 13% 1826 considered too high.
France is not opposed to cap the amount of aidaper (from 100 000 euros).

* The position of the French agricultural organicas

The modulation of direct aid and the balance betwtee first and second pillar of the CAP
are the subject of a debate between agricultugarozations:

% In a speech (January 18, 2008), the Minister $#id:regards the second pillar of the CAP, it nallyrhas its
full place in the future agricultural policy. WeJsato adapt it, where necessary, to respond thikeobas of
agriculture and of the rural areas. We have to finslynergy with the first pillar. | wish that weoptto make
oppositions between the 1st and 2nd pillar. Theycamplementary, they are two tools to serve desipgrpose:
anchor our productions in the territories and nazaimthe vitality of rural areas.
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The union FNSEA (the first agricultural union French, with 55%tbg votes) considers that
the CAP must be essentially an economic policy [ENS2008). Also, the union believes it is
unacceptable to promote the second pillar at tiperse of the first pillar. If a strengthening
of structural policies is envisaged, it must fitgl @wn financing and not to penalize the first
pillar of the CAP whose budgetary framework is defl until 2013. By refusing an increase
in the rate of modulation, the position of the FMSE identical to that of COPA-COGECA.
This position is taken in accordance with the feilog arguments:

-  Member States have already prepared their ruggkldpment programmes for the
period up to 2013.

- The European Commission has not provided suffigestification as to the reasons
for the decline in direct aid of the first pillar.

- The European Commission does not have a clearatleow to allocate these amounts
in the context of rural development.

- The reform envisaged for the CMO fruits and vagkts will involve additional
expenditure for the first pillar (January 2011).

- The cut in first pillar aid penalises the competiness of European farmers,
already weakened by lower tariffs and the strengtigeof standards.

Within the FNSEA, the association specialized fietdf crops (ORAMA) is hostile to the
rising rate of modulation. It considers that theatuwlevelopment measures are not sufficiently
focused on agricultural activity. In addition, thisrganization wants that the agri-
environmental programmes become more progressidenaore incentive. Concerning the
possibility of using Article No. 69, ORAMA considertthat the rate shall not exceed the
threshold of 8%. Similarly, the collected funds gldobe granted first to the risk management
instruments.

The union Jeunes agriculteurgUnion of Young Farmers) is associated with theSENR for
elections to chambers of agriculture. The unionictvhncludes a significant proportion of
French young farmers, has always been in favoutthef rural development measures.
Nevertheless, it considers that any strengthenihgueoal development must under no
circumstances be at the expense of the common tang@nisations. In this sense, the union
opposes any increase in the rate of modulationiretdaid from the ¥ pillar of the CAP.
For the union, the ™ pillar of the CAP does not respond to crises erpeed by certain
agricultural products. It considers that the rul@velopment funds should be used principally
for the setting up of young farmers and for farotated in areas with natural handicaps.

The union Confederation Paysannéhe second union, with 20% of the votes) is faable

to the modulation, on condition that the collechedds are used primarily to compensate for
natural handicaps; set up young farmers; maintgnc@tural systems which are the more
sustainable.

The union Coordination Rurale(third farmers union, with 18% of the votes in #lections)

is opposite to an increase of the modulation rékte farmers from this union think that the
development of second pillar should not be at tgerse of the first pillar. The union also
opposes the implementation of a ceiling on aid fpem. He considers this as unfair and
unjustified insofar as the level of aid is not efated to the net income.
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The Permanent Assembly of Agricultural Chambers(APCA) also gave its views on the
CAP health check. The APCA is not opposite to adfer of certain aids in favour of regions
with natural handicap and of agricultural produstiowith low rentability. Thus, this
organization is supported the use of Article 6E6f Regulation No. 1782/2003 (but not to an
increase of the rate of modulation). In this cohtéxconsiders that the cut could be aroud
15%. This cut should be applied to the single payrbet also to the coupled payment.

The National Association of Agricultural Cooperatives Coop de Francgis opposed to
strengthening the compulsory modulation. The owmgtion believes that the cofinancing
hampers the strengthening of the rural developmesasures. Furthermore, how to use funds
modulation lack of clarity. Coop de France is n@pased to some rebalancing of aid,
provided they remain within the first pillar andatithe interests of all sectors are taken into
account.

The National Association of Food Industries ANIA) is favourable to maintaining an
ambitious budget for the CAP. It is also condudivenaintaining a balance between measures
of the ' pillar (common market organization) and thosehaf #° pillar (measures for rural
development). For ANIA, the *1pillar must continue to provide a common regukator
framework to all Member States. According to theine CAP can not be reduced to a single
rural development policy. Thé"deiIIar must not harm to the objectives of thépillar but
rather complement them. It must include measurashadre in line with innovation, spread of
new technologies, quality and product safety. Tagonal funds granted to food industries
and agriculture should be evaluated on a case bg, asithout leading to a distortion of
competition within the single market.

The National Federation of Organic Agriculture (FNAB) is favourable to a deep review of
ways to support agriculture. It supports the usArtitle 69. Moreover, it sees as necessary to
standardize the amount of single payment per heeetiad to link the amount of payment to the
environmental performance of farms. The FNAB sufgpan increase in the rate of
modulation up to 13%. The collected funds shoul@dfented towards agricultural production
systems generators of employment.

Some non-governmental organizations (relating tterimational solidarity, environment,
agriculture and rural development) consider tha Buropean Commission proposal on
modulation does not go far enough. The rate of 1I8%onsidered, according to them,
extremely modest given the new challenges thatchmate change, biodiversity and water
management. They consider it is unfortunate thatrtiral development measures are not
enough used. The national co-financing accentudites budgetary pressure on rural
development measures. The objectives of the sepiblad should remain first and foremost
the development of employment and environmentakeptmn.

* The position on the CAP health check differs amp&inench regions

The Minister of Agriculture has asked to the Charabaf Agriculture (public institutions
representing all components of the agricultural ld)oto organize in each department, a
reflection on the CAP health check. Meetings weglel lhetween January 30 and February 11,
2008. They have involved nearly 5 000 people (membé&chambers of agriculture, elected
officials, members of consumer associations andr@mwental protection). Beyond the
diversity of analyses, there was a broad consetsapprove the proposed strategy by the
Minister: anticipate the debate the next CAP (20b8pin as early as 2009 a reorientation of
the CAP. The synthesis of these discussions higiedythe following main elements:
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Regionalization of the single farm payment (SFP)

There is not a general consensus on the regiotiahzaf the single payment (fixing a single
payment per hectare common to all farmers in th@es@eographical area). However,
the conviction of the need to reduce disparitigsvben the levels of support is widely shared.
The departments prefer the path of reorientatioaidfon frail productions/regions than the
regionalization.

Total decoupling versus partial decoupling

Almost all the French departments concerned witesliock are favourable to maintain some
premiums coupled, mainly for the suckler cows amdtlie sheep production. The complete
decoupling of aid to cereals and oilseeds could beurce of simplification. Even with a full
decoupling, the cereals production will not decegiasFrance, especially in a situation of high
prices.

Reorientation of support within the first pillar (Aicle 69 revised)

An overwhelming majority of the French departmeants favourable to reorientate direct aid
within the first pillar for the benefit of agricuital production and of the regions with natural
handicaps. This shift must be considered by apglgircut on all direct aid of the first pillar
(single payment and coupled aid).

The priorities proposed by the minister to use fineds that could be collected by a new
article N°69 are often validated (see above). Titeoduction of a premium to grassland
within the first pillar is mostly sought (with songgiestions relating to its scope, its amount
and its funding). A majority of departments als@dars support for fruit and vegetables,
but the debate remains open on the modalities (D&ce or crisis management). A large
majority emerges for the implementation of somes a@lgrass surfaces within the first pillar.
Several departments are pro-integration of the PMMREin the first pillar.

Modulation and strengthening of rural development

Almost all the French departments are against areasing of the modulation rate (2% per
year from 2010). The arguments most often advarared this leads to a decrease of
budgetary support to farms; the cofinancing ofiln@l development measures is a problem;
some farmers are not able to access to the supptire second pillar. For these departments,
the challenge is therefore in the rebalancing @fwathin the first pillar.

Several departments want that the modulation sateti linear and take into account jobs.

For some French departments that are not hostd&@agthening the second pillar, they wish
that funds from the modulation are targeted on tbgions with insufficient budgets.
The funds should be directed for increasing aid$atms located in disadvantaged areas;
setting up young farmers, farm modernisation (iaseesupport for the modernization of the
livestock buildings).

The ceiling on aid

A large majority of the French departments are edoeapply a ceiling on the amount of
direct aid per farm. Some of them consider thatttiresholds proposed by the European
Commission are too high and others advocate agagrcultural work unit.
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3.1.2. Are the current compulsory modulation rulesseen as adequate for providing the
necessary level of funds for Pillar 2:

The measures of rural development for the period72Z013 (Annex 2) were determined
according to available funding (taking into accotlm impact of a modulation rate to 5%).
The official position is to consider that the furfds the rural development program will be
sufficient.

The French Minister of Agriculture believes thag ttate of 13% is too high. He did not, for
the moment, makes alternative proposals betweenatieeof 5% and 13%. For him, it is
necessary to realize a transfer within the firlapof the CAP and not between two pillars.
If its strategy is not successful at the commuteiel, other alternatives will be considered
(but this is not the current willingness to antatgon this point).

This position is shared by the main French agtiecaltorganizations, including tHfeENSEA
young farmersAPCA Coop de FrancandANIA. An internal debate exists, however, insofar
as other organizations (Confederation PaysannapmdtFederation of Organic Agriculture
and some NGOs) are favourable of strengthening dessgelopment measures.

3.1.3. Are changes to the CM rules seen as desiraBlIf so, what changes would your
Member State like to see and what is the rationalf®r this ?

In the various speeches made by the Minister oficAjure since 2003, the question of the
precise modalities of implementation of the modatathas rarely been discussed. Officially,
it was not proposed to change the criteria useRdgulation No. 1782/2003. Nevertheless,
the Minister of Agriculture calls for a reorientati of direct aid to agriculture. As it was
mentioned before, he suggested to use a new verkie Article 69 and not to increase the
modulation rate. The minister considers that acfut0% (as permitted by Regulation No.
1782/2003) is probably insufficient.

The APCA considers that the cut (Article 69) could be amutb%. This agricultural
organization considers that the funds collecteddlicle 69 should be granted for different
objectives (the article 69 should be less resuecthan it is in the Regulation n°1782): aid for
grassland; allocating DPU for wine and horticultusactors; aid for food quality; aid for
environmental practices; aid connected to the vaode.

The union Confédération Paysannsupports a change of ways of supporting agriceltur
This union considers that it is necessary to capmthount of direct aid (first and second pillar
of the CAP) per agricultural work unit. For t®nferation Paysannehe ceiling proposed by
the European Commission (100 000 euros per farmypdshigh and the rate of decline in
direct aid is too low. The principle of a lineataanodulation is also often criticized.

3.1.4. Are there likely to be any negative repercssons of higher rates of modulation?

With a rate of 5% (maximum), the economic impacth&f modulation on farms is relatively
modest (Annex 5). This is especially true that gipo of the funds are redistributed to farms
by the rural development measures.
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To measure the impact of an higher modulation ¢&ten 5% to 13%), a simulation was
carried out on the 2006 French FADN (Annex 6-5 @r8). While considering that only 56%
of the funds collected would be redistributed tomfs, three assumptions are taken into
account to redistribute the collected funds: arreéase of aids granted in favour of agri-
environment and of the disadvantaged areas; a newpeoportional to agricultural
employment; a linear increase of the single paym@&atording to this simulation, the impact
of modulation would represent, on average (forFa#nch professional farms), -3% of the
family farm income. The impact would be more impottfor farms specialised in field crops
(-8% and -14%, depending on assumptions) and @odé#iry farms with intensive production
systems. It would be neutral or marginal for selvayaes of production (horticulture,
viticulture, vegetable). It would be positive fortensive farms specialised in beef (milk and
meat) and sheep productions.

Since two years, the significant increase in theegrof agricultural products (the beef in
2006, the cereals in 2007 and the milk in 2008)esisf the criticisms expressed by farmers
against the device modulation. For farms specidliadield crops, for example, the negative
impact of modulation (-4 200 euros with a 13% matioh rate up) is much lower than the
positive impact of improved price cereals.

In addition, the negative effect of modulation iset by productivity gains related to the
rapid decline in the number of farms (-2.5% per wannover the last five years).
Thus, the average amount of direct aid per farm j&d agricultural work unit increased
between 2005 and 2008.

In France, the main criticisms levelled against therease of the modulation rate are as
follows: this device would cause a loss of incoroe the farms (transfer towards other
Member States and transfer towards rural non-fagtiviges); the rural development
measures are co-financed; the rural developmensunes are seen sometimes as too complex
by the farmers.

3.1.5. What are the main priorities for the use oPillar 2 funding in your Member State?

According to the budgetary information from the Miny of Agriculture, agricultural
expenditure allocated to the second pillar (rueledopment) have been 2 to 2.3 billion euros
per year over the period 1999 to 2006 (funds frdmhaed from France) During this period,
the share of national funding has been approxim&@®%. The distribution of these funds
according to different measures is presented ine&as 3-1 to 3-3.

For the year 2006, the principal measures of rdeaklopment were: the agri-environmental
measures (24%); aid to the less favourable arez®)(2setting up of young farmers and
modernisation of holdings (20%); protection of faweas (17%).

Another way to put in light the national prioritiésr the second pillar of the CAP is to
consider the expenses of the European Agricultewal for Rural Development (EAFRD) for
the period 2007-2013 (Annex 2-1 and 2-2). During tberiod, the rural areas will benefit
from nearly 6.4 billion euros from the EAFRD. Thisll be supplemented by national funds
(State, local communities and water agencies)/litcdanearly 14 billion euros. For this
program, three directions have been identified:

% The first rural development programming (2000-2008s supported many projects for a total of 12l
euros (including 6.9 billion euros of EU funds).
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* A strong volition for devolutian A strong volition for devolution. Six rural
development programmes were implemented: one fdr ehthe overseas departments
(631 million euros), namely Guadeloupe, French @GaliaMartinique and Reunion; one
for the region "Corsica" (83 million euros), oner férance (Rural Development
Hexagonal Programme or PDRH). The PDRH represengreount of 5.7 billion euros
(EAFRD). Several measures are planned at the ralgievel.

* A simplification for interventionsThe funds were targeted on the most important
measures and with clear priorities.

* A thorough consultatianA large place for the debate and the partnerbhgp been
made in programming at community, national or regldevel. This consultation has
resulted in the mobilization of multiple financfrtners, including local authorities.

The PDRH has identified four challenges for rurakas:

* The competitiveness of agricultural and forestrgtees (Axe 1. 1.96 billion euros from
EAFRD for 2007-2013, representing 35% of EAFRD)eTdam is to consolidate the income
in agriculture and in forest activities in ordern@intain a competitive primary sector on the
whole territory. This sector is considered esseériathe national economy, the land
occupation and the preservation of natural resgurddie two main measures are the
modernization of farms (610 million euros) and $ketting up of farmers (578 million euros).

* The environmen{Axis 2: 3.08 billion euros, or 54% of EAFRD). Thabjective is to
improve the consideration of the environment inneeoic activities and improve the quality
of environmental goods. The support to disadvamtageas (measures 211 and 212)
represents nearly 1.9 billion euros (or 61% of Alxés 2). The support to agri-environmental
measures(Measure No. 214) represents 903 milliawsewf which three quarters are
implemented at the regional level.

* The diversification of the rural areas econo(yis 3: 348 million euros, 6%).

* The diversity of territories and the territorial dggmics(Axis 4: 286 million euros, or 5% of
EAFRD). The funds of LEADER program (axe 4) areilatited for 70% to Axis 3.

3.1.6. Is more money needed within Pillar 2 to ackve the main priorities set out within
the RDP for your Member State?

As has been mentioned (see points 3-1-1 and 3th&)position of minister of agriculture is
not to increase funds for rural development. Hdgoran internal transfer within the first
pillar. Thus, funds programmed for rural developtmanst be regarded as sufficient to cover
commitments.

3.1.7. If yes, which priorities need additional fuding?

See 3-1-6.

3.1.8. Is there any information/fiqures available b the levels of funding that would be
needed within Pillar 2 to meet these additional n&ks/priorities?

See 3-1-6 and 3-1-9.
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3.1.9. Are there any alternative sources of fundinghat could be used to address these
priorities?

To achieve several objectives, the Minister of Agiture wants to use Article 69, but with

some amendments to its rules of application (seenéw article n° 68 in the proposals of the
European Commission of 20 may 2008). A transfer cdit15% is sometimes advocated; this
represent a total of 1.3 billion euros or the eglaat of more than half the expenditure of
rural development for the year 2006.

According to some hypothetical estimations, thesel$ could be used as follows: 500 million
euros for the implementation of a premium to thesglands; 300 million for risks managment
(climate and sanitary crisis); 200 million euros fbe single payment to the production of
fruits and vegetables; 150 million to support tlagrylfarms located in mountains; 80 million
to upgrade the amount of the single payment irstteep farms; 50 million euros for organic
farming; 50 million euros for a proteins developrelan.
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3.2. Budgetary distribution effects

3.2.1. Under the 2007/13 programming period, whatfiects have the additional funds
available within the EAFRD budget had on programmedesign?

a) The funds being distributed across all measartde same way as the core EAFRD budget?

In France, the economic impact of the modulatioessmated to 186 million euros in 2005,
265 million euros in 2006 and 334 million euro2007 (Annex 5-1). For the following years,
and without changing the modulation rate, the impeid stabilize at around 334 million
euros. As only 80% of these funds are reallocaidét@ance by the rural development program
to year n +1 (see paragraph 3 of Article 10 of Ratgan No. 1783/2003), modulation has a
net impact of -67 million euros (in 2007).

The funds of the modulation which are allocatedtiie program of rural development

represent 149 million euros in 2006 (n+1 yearshaf implementation of the modulation),

212 million euros in 2007 and 267 million euro2B08 (and after). This amount is equivalent
to 11% of funds (European and national) allocatedrdiral development (2006). During the

period 2007-2013, the transfer of funds is estichattel.82 billion euros. This represents 28%
of EU funds (EAFRD) allocated for rural developméatFrance (6.4 billion euros).

In France, the modulation funds are not assigneddpecific measure of PDRH (2007-2013).
They abound the financing of rural development mess in their entirety. Nevertheless,
a portion of funds from the modulation (20%) wehecdated for crisis management. In the
PDRH programming, notice that these funds have hatcated to the line No. 126

(restoration of agricultural potential).

The European funds for the PDRH over the period728@07 are 16% lower than the 2000-
2006 programming. The modulation funds were theeefmt considered as an exceptional
resources complement. They have simply been takenaccount in determining the various
measures of the PDRH. The decrease of the Eurdpeds for the new programming 2007-
2013 (with taken into account the modulation funigs) France to make choices in its new
programming.

- Some measures of the previous programming haeae bemoved, such as aids in
favour of the early retirement. Some measures bas more controlled (with some more
restrictive criteria like for the modernizationlofestock buildings).

- A national complementary financing was grantedstipport the rural development
program (Article 89 of EC Regulation 1698/2005).isTimational support (Annex 2-1)
has enhanced the impact of programming throughani)extension of the number of
beneficiaries; ii) more targeted measures on grafigzeneficiaries. These national funds
aims notably to support the preservation of natwedources through sustainable
agriculture (agri-environmental measures geneslist

- If funds from the modulation are considered aanggatively important by the experts
auditioned, they were also considered as neceédaeyto the decline of funds granted to
rural development between the period 2000-2006280F-2013). Off course, these funds
have permitted to establish the 2007-2013 progralgmunder better conditions
(comparatively to a situation without these fund)wever, these funds were not focused
on specific measures. The financing of PDRH wasicaned as a whole package.
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b. A greater investment in priority measures/messaiready used?

As has been previously said, the modulation fun@sreot targeted on specific measures.
They are seen as the other funds of the EAFRDramde, nearly two-thirds of the EAFRD

funds are allocated to only four measures: Indgmnétural handicaps (33% of EAFRD,

measures No. 211 +212), agri-environment (16% ofFEB, measure No. 214),

modernisation of holdings (11% of EAFRD, measure NR@1) and setting up of young

farmers (10% of EAFRD, measure No. 112).

France has not structured its rural developmengrpra according to the source of funding
(modulation or other sources). Without the modaulatiunds, the total amount of the PDRH
would have been lower than that ones finally adipte

c. Investment in a broader range of measures?

The modulation funds were not used in a specifig ivahis direction.

d. Were the additional funds evenly distributedasrall regions within your Member State?

In France, the funds of the rural development @oygprofit strongly to farms specialized in
herbivorous productions (milk, beef, sheep and )gqeatrticularly those located in extensive
areas. So, the increase in PDRH funds by moduldtagyan impact on the distribution of
regional budgetary support(see paragraph 3 andations of Annex 4).

e. Were certain schemes extended or amended nvangs a result of the additional funds?

The modulation funds have helped to consolidatentiteonal strategy. It aims to allocate a
significant part of rural development funds to tber main measures mentioned above.

f. If yes, where there any changes to the way irclwthe scheme was targeted (for example
in terms of spatial targeting, beneficiary typéegieility criteria etc).

The modulation funds had no influence on the tamgedf support.

Without these funds (about 1.8 billion euros over period 2007-2013), it is highly probable
that some measures would not have been implemantbe framework of PDRH (or with a
lower amount of financing).

g. In what ways did these changes to measuresdhieme design impact on your ability to
achieve the programme objectives?

See 3-2-1-a and 3-2-1-f.
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3.2.2. If the rate of compulsory modulation were taise by an additional 8% by 2013,
what would be the priorities for the use of additimal funds in the future? Would the
increase in the Pillar 2 budget be likely to leadd:

In France, the answer to this question is difficiiideed, the current official position of

Minister of Agriculture is that this orientation ot desirable. Today (before 20 may 2008),
the strategy of France is to refuse the increasdemodulation rate (from 5% up to 13%).
The minister prefer to transfer funds within thesffipillar of the CAP by using a revised

version of Article N°69 (ie with more latitude dmetrate and the way to use the funds).

Thus, according to the experts auditioned, thereiigently no anticipation (or simulation) on
how France could use these additional funds. Thgotregions on the balance between
measures of the first pillar and the second pillticle 69 versus modulation) should be
considered as a whole.

In cases where the use of Article 69 (renovated)lsvbecome possible (see article 68 in the
new European commission proposals), France isylilkebe against an increase in the rate of
modulation (or at a lower rate than that propos#dy, indeed, difficult to operate the two
options simultaneously (the redistribution of aideuld be considered too strong). In the
opposite case where the transfer of support withénfirst pillar would not be accepted, an
increase in the modulation rate would become meesible. Among the measures which
potentially benefit from the Article 69 (see 3-1-%ome could become priorities in the
framework of rural development.

a. The even distribution of the additional fundsaading to current EAFRD budget
allocation across Axes and measures?

In the event of an increase in the modulation wgteo 13% (without the application a new
article N° 69), it has not been officially commuatied to date on how the funds would be
concretely used. The Ministry of Agriculture coresisl that this question will arise, if any, in a
second time (consecutively to the results of cumegotiations).

b. A greater investment in priority measures? 8, wehich ones? If no, what are the reasons
for this?

Given the objectives for a reallocation of aidshwitthe first pillar (see 3-1-9) and of the
position of agricultural organizations on modulatiave can make two assumptions:

- The will to target these funds seems more likbigt this was the case during the
programming PRDH. Indeed, these funds would supgtertine initial programming.

- For the French Farmers, the main priority will tme keep theses additional funds
within the farming sector. In other words, theylvaé against a new transfer of these
funds towards the other rural activities (forestaldy of life in rural areas and so on).



Modulation (article 10 of Council Regulation n°17820®3) - Case Study Report for France 15

c. Investment in a broader range of measures?slf please identify which new measures
might be used and why.

In case of failure of its strategy (implementatafna rate of modulation to 13%), the French
government will try to finance by the rural develognt program some measures that it was
supposed to finance by the Article 69 (3-1-9). Thie additional funds of the modulation
could be used as follow: a premium to grasslamdsddition to funds of the PHAE); an aid
per tonne of milk quota for the dairy farms locabeanountain areas (in the context of a soft
landing for the milk quotas); special funds to emege the development of organic farming,
and so on.

d. A change in the nature of the beneficiariesibhi2 funding?

The beneficiaries of the new rural development miess would not be fundamentally
different from those who are currently. Neverthg)es higher part of funds could be granted
directly to farms (according to the arguments 342-2

e. Is there a need/desire to extend or amend mxisthemes in any way and would this
happen as a result of additional funds in Pill&r 2

Officially, there is no willingness to change thBRH. The PDRH must now be applied in
accordance with the decisions taken in 2007. As I@sn mentioned, the Minister of
Agriculture hopes that a redistribution of fundsl Wwe be possible within the first pillar.
The integration of the PHAE (premiums for extenggvassland) in the first pillar of the CAP
has sometimes been suggested in some debates.

f. If yes, would this change the way in which tlsbame was targeted (for example in terms
of spatial targeting, beneficiary type, eligibilityiteria etc)?

See above.

g. Why do you see these changes in design / delofdhe schemes as being necessary?

See above.

h. To what extent would these additional funds neagb back to the farming sector?

One of the main criticisms made by French farmegarest the device of modulation is that
the collected funds are not always reallocatedarmn$. As it has been mentioned in the
synthesis of internal debates on the CAP healtltlchiie sensitivity on this point is very

important. Some experts think that Farmers' orgaioiss could be more favourable to

modulation if the collected funds would be entiredgllocate to the French agricultural sector
(ie without the deduction of 20%).

According to a speech of the Minister of Agricuéiuit seems to be important to redirect a
portion of public support between farms, productiamd regions (also for anticipate the next
CAP). He is not agree to transfer some important$ufrom agriculture to others rural areas
activities.
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3.2.3. What are the re-distributional effects of meing money between Pillar 1 and Pillar 2 at
national and/or regional level:

a. Between sectors (farming, forestry, tourismustdy and services)

The modulation funds are collected only on farmgwilver, the affected farms are not sure to
benefit from the funds that are reallocated byRB&RH. Moreover, French farmers loose 20%
of the modulation funds (see Annex 3-2-1 and 5-1).

Among the modulation funds that are reallocatedheyrural development, only a portion is
allocated to farms (Annex 2-1). In the simulatiomade to estimate the impact of the
modulation device (Annex 5), it was considered tinat farms receive 70% of reallocated
funds. In other words, only 56% of the total caléetfunds are used in farms in the form of
direct subsidies to rural development.

An increase of the funds of the second pillar (witle modulation) is naturally more
favourable for non-agricultural activities (foregiurism and services) that the situation of the
status quo (maintaining direct aids of the firdlap). Nevertheless, the overall impact is very
small for two reasons: the amount of theses fuadggcially with a rate of modulation to 5%)
is marginal in comparison to the turnover of thastvities; many other parameters influence
the dynamics of these sectors.

Beyond budgetary reallocations between sectorssttkagthening of direct aids of the second
pillar has an indirect positive effect on tourisaittfjough this one is difficult to quantify).
Indeed, these supports help to keep some farmsadvhntaged areas where there is a high
tourist traffic. Without these farms, the attraetiess of certain tourist areas would likely be
less important. Without agriculture in these ardés, landscape would be less attractive
(in comparison, for example, to forest).

b. Within the farming sector — between differembfaypes and/or size of farm?

An analysis of the modulation effects on the Frefatims was carried out thanks to the 2006
FADN (on the basis of the individual data). In gwaulation, it was considered that only 56%
of the collected modulation funds are redistributedfarms through rural development.
This analysis does not concern the non professitarats. In France, these holdings are
numerous (nearly 40% of the total), but they predycst 5% of the national agricultural
production. They have a proportion probably evemeloof direct aids. Also, the RICA is a
tool well suited to deal with the impact of modidat

According to this statistical tool, the overall iagh of modulation is estimate to 328 million

euros in France (this estimate is close to thattimesd in the annex 5-1). Among the 342 800
farms professional, several categories are disshgd according to by their position face to
the impact of the modulation:

- The unaffected farmsThese 63 800 farms account for 19% of Frenchdgaifhey collect
an amount of direct aid from the first pillar belatve threshold set by the franchise.
Moreover, they do not receive aids by the ruralefigyment program. Theses farms are often
specialised in wine, fruits and vegetables. Contpaalgt to the other categories of farms
identified below, they have a higher income perikamork unit. The have, on average, 3.1
jobs and 15 hectares.
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- The winning farms These 82 000 holdings represent 24% of FrenainsaFor these
farms, the negative impact of modulation is lespartant than the amount of additional funds
that they receive by the rural development. Amohgmt, two types are distinguished.
The first includes farms that are not affectedhm®/modulation but which receive funds by the
rural development program(9 900 farms). The sedaciddes farms which are affected by the
modulation (72 100 farms). As shown in Appendix,3Fe proportion of the "winning farms"
is very high for the type of farming "Sheep and Gb6480% of farms) and for the type of
farming "specialist cattle-rearing and fattenin§8%). Overall, these farms have, on average,
76 acres, 17 000 euros of direct aid (first pillang 17 200 euros of income per family work
unit (ie a lower income than in other categoried)e impact of modulation leads to an
increase in the income of just under 5%.

- The losing farms These 196 900 holdings represent 57% of FrenghsfaFor these
farms, the impact of modulation is more importdrart the additional funds that they receive
by the rural development. Among them, two typesdasénguished. The first includes farms
that receive funds by the rural development (58 fads). The second includes holdings that
are not concerned by the rural development progiEB8 800 farms). The proportion of
holdings "losers" is very high for the type of fang "specialist cereals” and for mixed farms
(cereals and beef production). These farms haveyverage, 96 acres, 34 200 euros of direct
aid (first pillar) and 24 100 euros of income pamfly work unit. The impact of modulation
(with the reallocation) corresponds to a decreaska income of 3%.

To present the redistributional impact of the matioh, several dimensions were studied.
- Types of production * Typology "winner / loser" (Annex 5-4 and 5-5, then 5-8 to 5-13)

- Types of production * Economic Dimension * Typolog "winner / loser" (Annex 5-6, 5-7)
- French regions * Typology "winner / loser" (Annex 5-12 and 5-13, then 5-16 to 5-19)

- French regions * * Economic Dimension * Typology Winner / loser" (Annex 5-14, 5-15).

The impact of the modulation in the French regimnkeavily dependent on the agricultural
specialization (Annex 4-1). Thus, the modulatiorpasitive for regions (notably mountains)
specialised in extensive systems of cattle andpspesduction. On the contrary, it is negative
for regions with a high proportion of farms speisiadl in cereals.

The annex 5-3 presents the redistributional effettee modulation. For example, the impact
of modulation corresponds to -3% of the incomeefafieallocation) for the 53 100 big
farms(over 100 ESU) from the category "losing fariffiese farms have, on average, 57 400
euros of direct aid (first pillar) and an income 3% 600 euros per family AWU. At the
opposite, the modulation corresponds to +6% ofrtheme (after reallocation) for the 51 300
small farms from the category "winning farm”. Theswgts receive 13 600 euros of direct aids
(first pillar) and have an income of 14 900 euresfamily AWU.

If the modulation plays in the direction of redugimcome inequalities, the redistributive
effect is low (with a uniform rate of 5% modulat)oi device favouring a gradual adjustment
depending on the size would have been much efti@arthis point (as it was the case with
the device used in France in 2000 and 2001 - semeeAry). In 2007, the significant
improvement in grain prices had an impact on regendhis impact is considerably more
important than the effects of the modulation. Thés especially the case because the amount
of direct aid has not been adjusted to the reafityjarket prices (to meet the requirements on
the green box under the Agriculture Agreement efltihuguay Round).
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3.3. Effects on farm structures and farm viability

3.3.1. What are the key trends of farm structural bange in your Member State and what are the
drivers of this?

In France, the total number of farms has sharplgrfan recent decades. It decreased from 1.7
million in 1966 to 545 000 farms in 2005. In 200%ance has one million permanent worker
in farms. Their number has been divided by moren tttaee since 1970. The farms are

concentrated: in 2005, France brings together 07f@rms professional. These have 92% of
the agricultural land and 95% of agricultural proon. From 1988 to 2005, the number of

professional holdings has decreased by 3.3% pemann

The farms which have several types of productionl te disappear faster than the specialized
farms. This phenomenon is particularly true for esixfarms with livestock. Between 1988
and 2005, these farms have declined by 4% per aniwn trend toward specialization is
particularly visible in the wine sector. In the bsector, specialization is associated with the
reconversion: many dairy farms (-5.4% per annunreveenverted into beef farms (-0.6% per
annum). The implementation of milk quotas has helpecliminate many dairy farms.

Individual farms are in the majority (62%), but yheéecline at an annual rate of 5.3% per
annum. The weight of the agricultural societies E&A EARL, SCEA) has greatly increased.
In 2005, the 130300 agricultural societies repre§d9o of the professional farms (against
around 10% in 1988). They have 53% of the UAA ahthe agricultural jobs. Between 1988
and 2005, agricultural societies have grown atenage rate of 4.5% per annum.

The usable agricultural area per farm rose shdrpiy 42 hectares in 1988 to 73 hectares in
2005. This average hides large variations depenoimthe legal status (133 hectares for the
GAEC, 90 hectares for EARL, 54 hectares for indmadfarms) and the type of farming
(111 acres for farms specialised in field crops,a8ies for beef farms, 66 hectares for the
dairy farms and 22 hectares for farms specialisedine). Half of the UAA of France is
grouped in holdings with more than 100 hectarese Tlamber of farms of more than
100 hectares has risen from 43 000 in 1988 to 8rHQ005.

Since 1980, the renting is the main mode of occaparh the farmland. In 2005, it covers
74% of the UAA holdings professional. The rentirffdamd is more prevalent in the north of
France than in the south. Since 1988, the higimeseéases for renting prices are observed in
viticulture.

The evolution of farms is influenced mainly by thains in labour productivity. They are
stimulated by the improvement of the technologynegie progress and development of
mechanization. The development of agricultural etoes is an important element of the
transformations underway.

3.3.2. To what extent have reductions in Pillar Lx@cerbated or constrained these trends?

According to several experts, a reduction in dieads of the first pillar encourages farmers to
increase the size of their holdings. This strategyreferred because it helps to offset the fall
induced income. The decrease in direct aids offits¢ pillar is therefore a factor that
accelerate the restructuring of farms. It is alkely to encourage diversification of activities
on farms historically heavily dependent on directsa The reductions in Pillar 1 do not
influence on the proportion between individual farmand agricultural societies.
This proportion is largely dependent on sociololgideenomena.
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Since 2005, farmers do not all have a precise kedgd of the impact of compulsory

modulation on their farms. Two reasons explain:thighe cut was applied directly on the

amount of direct aid payments (the farmers didheote to repay funds to the State); ii) the
amount of direct aids per farm increased due tartbeeased size of farms and of the reform
of the dairy sector (28% of the French professidaahs are specialised in milk production).

Farmers have therefore not felt that the amountlicdct aids had decreased (per unit of
production factor). In farms with less than 5 0@@os in direct aids, a refund of the amounts
collected improperly was made retrospectively ey $tate.

Not only the economic impact of modulation is nbways known precisely by the farmers,
but this impact was low compared to the impacthef tariations in the prices of agricultural
products (between 2005 and 2008). The sharp iner@athe prices of agricultural products
since the adoption of the CAP reform (beef in 20 eals in 2007 and milk in 2008) has
impacted the income very much higher than the nadabul. In this context, it is quite sure
that the decrease of direct support of the firap(ie 5% with a franchise) has not caused a
change in strategies of farmers.

3.3.3. Have these effects been offset by the addital money available for Pillar 2?

The reduction in direct aids of the first pillarshaot been compensated, on average, by an
equivalent increase in direct aids of the secoldrpiThe France loses 20% of its original
envelope. In addition, funds allocated for rurabelepment are not exclusively attributed to
farms. Also, the device leads to a decline in supgltocated to farming.

The impact of the modulation is different accorditoy production systems and regions
(see Annex 5). The incentive to the expansion om$ais not homogeneous. In holdings
(or regions) which are classified as "winners"”, thgrovement of the income can limit

(modestly) the will to increase the size of far8®. this is a rather positive factor for the
maintenance of agricultural employment in disadaget areas. In holdings which are
classified as "losers", the modulation stimulatee will to increase the size of farms.
However, it is difficult to identify the specifieripact of modulation on the expansion of farms
because several factors interact in this plan ¢aljural and land prices, labour productivity).

3.3.4. To what extent has the reduction in Pillar bayments affected:

a. Farm income

The economic impact of a reduction in direct suppbrthe first pillar, depends primarily of
the rate of reduction applied. In the case of cdsgy modulation, the decline in direct aid
is, on average, 4% (for a rate of 5% with a fraserat 5 000 euros per farm). The decline in
direct aids is never, by definition, greater thiaa tate of 5%, including in the very large farms
which receive high amounts of direct aids.

In 2006, direct aids of the first pillar represem, average (for all French professional farms),
24 100 euros per farm or 12 000 euros per farm eynpgnt. They represent 82% of all direct
aids and the equivalent of 74% of the income.

The economic weight of direct aids from the firdtap is variable according to production
types (annexes 4-11 to 4-14) and regions (annex@% té 4-32). They represent, in 2006,
more than the income for the farms which are in tijpes of farming No. 13 (Specialist
cereals, oilseed and protein crops), No. 42 (Spstieattle-rearing and fattening), No. 43
(Cattle-dairying, rearing and fattening) and No.(Bleld crops, grazing livestock combined).
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The direct aids of the first pillar represent mtran the income in Auvergne, Centre, lle de
France, Lorraine, Midi-Pyrenees and Pays de laeLoir

The modulation to 5%, without redistribution of tig) causes a loss (averaged over all French
farms) of 960 euros per farm, or 2.9% of the incdr@nex 5-2). Among the various types of
production identified, the maximum decrease of theome is 6.2% (or 1 830 euros)
for holdings of major crops (Annexes 5-8 and 5i®)all the French regions, the impact is less
than 5% of the income. It reached a maximum of @ 2Qros per farm in lle de France.
The modulation concerns 78% of farms professional.

b. Capital investment decisions

The impact of the modulation (-960 euros on aveggefarm) has not changed, or only in a
marginal way (and not easily measurable) investmstrategies of French farms.

These strategies are primarily influenced by theasion of agricultural markets (prices of

agricultural products) and opportunities for expangland or rights to produce available).

This reduction of the first pillar is equivalent 486 of annual investment made by French
farms (and 6% of the total asset).

c. Farm household income

The current income of farms is used to pay so@alsty contributions of the operator, self

investments and pay for work of the farmer. Thisoime does not correspond directly to the
household income. The latter is supplemented bysploeise's income (a growing proportion

of them are working outside agriculture). In Fraremecording to 2003 estimates, the income
of agricultural households is higher (+5%) thars i all French households.

The decline in direct aids of the first pillar affe the income of the agricultural households,
but the impact is less important than for the famoome. Indeed, the decline in profit due to
modulation led farmers to be less taxed on theinme.

d. Longer-term farm viability

At the moment, direct aids of the first pillar a@eonomically necessary for many French
farms (Annex 4). The ability of farms to cope watldecline in direct aids will depend mainly
on price developments (input and output) and prodticgains. Nevertheless, for nearly 20%
of French farms the future viability is not subjexthis point (the pillar 1 is low).

3.3.5. Has the distribution of Pillar 2 funds diffeed between farm type and size?

In 2006, direct aids of the second pillar repres&00 euros per farm (national average), or
2 700 euros per farm employment. They represent ab#e income. The economic weight
of the direct aids of the second pillar, howevearias according to types of production
(annexes 4-15 to 4-18) and regions (annexes 4-33{).

The direct aids of the second pillar have a vengartant economic role for the farms located
in disadvantaged areas (including mountain). Sihyilanearly 60% of direct aids to rural
development are, in France, assigned to only thyees of production, namely "Specialist
cattle-rearing and fattening” (OTEX No. 42), "Spdist dairying” (OTEX No. 41) and
"Sheep, goats and other grazing livestock” (OTEX ND.
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Compared to the pillar 1, direct aids of the secpitidr are more focused on small farms.
Thus, 55% of direct aids of the second pillar allecated to farms with an economic
dimension less than 60 ESU (Annex 4-15). This pridgo is 30% for direct aid from the first

pillar. The average amount per farm of direct aafishe second pillar varies less strongly
from one size class to an another because somaupnsnare capped by holding (PHAE and
ICHN). The direct aids of the second pillar repreésé5% of the income for the small sheep
farms (less than 60 ESU) versus, for example, tlems 6% of that of big cereals farms (over
100 ESU).

3.3.6. To what extent are those farms affected byeductions in Pillar 1 payments (cateqorised
by farm type and size where possible) able to recpuhis money through Pillar 2 ?

Annex 5 and paragraph 3-2-3 provide informatiortlos point.

After redistribution of funds by the rural developm, and according to our assumptions, the
impact of the modulation is estimated (on aver&geall French farms) at 450 euros per farm
(-1, 4% of income). The impact varies as it is shavith the typology “winner — loser”:

- The farms which are classified as "losers" (196 farms) lose 3.5% of their income
(- 1 200 euros). The decrease in income is, inlatssterms, more important for farms
with a large economic dimension (Annex 5-3). Asrapprtion of income, however,
the impact is comparable between classes of ecandimiension.

- The farms which are classified as "winners" (&0 Garms) obtain a better income
(+ 4.7% or +1 100 euros). Notice that the impagbrisportionately greater for small
farms (+6% of income) than for the big ones (+2%nobme).

About 80% of farms located in Auvergne have a pasiimpact of the modulation (taking
into account the redistribution). This proportian65% in the Limousin, 51% in the Rhone-
Alpes and 43% in Midi-Pyrenees (annexes 5-14). Pngportion is less than 5% in most
regions with a high proportion of cereals farm® (@le France, Haute-Normandie, Centre,
Champagne-Ardennes) or intensive livestock (Brttdine Loire).

3.3.7. Of the measures that you have spent additiahmoney on within Pillar 2 in your Member
State, which have the greatest impact on farm strdaares and farm viability? What is the nature
of these impacts?

The rural development measures which have theageshpact on the structure of farms are
primarily those mentioned in axis 1 of the PDRH.g@omeasures of axis 2 also play a
significant role.

* Support for the modernization of farms (measugd:11,6 billion euros for the period
2007-2013, including 610 million euros from the BAP)

The modernization plan of the livestock buildingBMBE) is an important measure
(800 million euros over the period 2007-2013). Hual is to support the modernization of
French farming by providing an incentive aid to tmastruction and renovation of buildings.
These investments should help to improve productionditions; working conditions for

farmers and the welfare of animals, with taking iatcount the environment.
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The maximum rate of State aids is 20%. It can lppleimented by other funding up to 40%.
These rates can be increased by 10% for young farmed for farms located in the
mountains. The amount of investment eligible isitith to 90 000 euros in plain for new
constructions (and 100 000 euros in the mountak®) renovation projects, these thresholds
are respectively 60 000 and 70 000 euros.

* The setting up of young farmers (measure 112: hiflon euros for the period
2007-2013, including 578 million euros from the BAP)

This aid aims to organize generational renewalgncalture (16 000 farmers will leave the
profession each year during 2007-2013). To fatditheir setting up, an allocation to young
farmers is assigned with several conditions (hags than 40 years, have a minimum level of
training, etc...). Recipients must remain a farmarfiee years; keep accounts; respect the
standards in terms of environment and animal welfihe amount of aid varies depending on
geographical areas (it is more important in the mains) and the project of the candidate.
It ranges from 8 000 euros in plain (minimum ampuot 35 900 euros in mountain areas
(maximum amount).

The state also funds a portion of the interest obsiorrowings for young farmers (with a
limit to 110 000 euros of borrowings per farm) elrgst rates are fixed to 1% in the mountains
and 2.5% in plain (a level below the market value).

These aids aim to encourage some young farmersttie. dndirectly, this induce a break in
the farm restructuring. The number of young farmels are concerned by these aids is
slightly less than 6 000 per year.

* The compensation of natural handicaps (measure+212: 3,4 billion euros for the period
2007-2013, including 1,88 million euros from theARD)

This aid (33% of all FEADER funds) aims to enablany mountain farms to maintain their
activity. For the 70 000 French farms located ia thountains, the amount of this premium
(ICHN) is, on average, 6 200 euros (ie a quartehefincome). The ICHN already existed in
the program 2000-2006. This premium (ICHN) is givera limit of 50 hectares per farm.
The amounts are established per hectare, and #&mge rfrom 55 to 220 euros per hectare
depending on the type of area. The premium is nmopertant for the first 25 hectares.

* The PHAE (1,9 billion euros, ie a part the furalbcated to the measure 214)

This measure is funded primarily by the MinistryAgriculture (Annex 2-1). The PHAE is
intended to farms which have a minimum share odggma agricultural land and which have a
livestock density below 1.4 LU / ha. In return fan annual fee per hectare (76 euros per
hectare within the limit of 100 hectares per haljrthe farmer undertakes for 5 years to meet
certain environmental rules. In 2006, 70% of theAEHunds have been allocated to farms
located in the mountains. For these farms, theageeamount of aid is 2 000 euros.

3.3.8. What are the impacts of the availability ofadditional funds for these measures on
national and regional trends of farm restructuring? Do they:

The direct aids for rural development (see the foeasures mentioned in point 3-2-7) have a
positive impact on the number of farms. In otherdgo they limit the restructuring of farms
(-2.5% per annum for the professional farms overgériod 2000-2005).
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This impact is low in the plain areas where thads eepresent a limited share of the income
(Annex 4-36). In extensive livestock farms and iroumtain areas, these aids help to
encourage the continued activity of small farms.obher words, without such support,

the income would be too weak to allow the farmersdntinue their activity.

What are the impacts of these measures of additiohfunds for these measures on farm viability,
specifically:

a. Farm income
See point 3-3-5 and annexes 4-18 and 4-36.

b. Changes in the proportion of farm income madéap farming activities vs non-farming

The direct aids to rural development have a slmgbgitive impact on the diversification of
forms of income in agriculture. Moreover, the prdmn of part-time workers is more
important in the small farms located in mountawki¢h are highly beneficiaries of the rural
development measures) than in the units locatgdhin.

c. Capital investment decisions

The direct aids to rural development (Priority 1gngrally have a positive impact on
investment in the farms.

For some young farmers, aids have a decisive ingrathe choice to settle. With the increase
in the value of holdings (at a rate of about 3%y@ar), installation is often difficult for many
young people, especially when it is not a familgibess. For many farmers, the supports for
the modernization of livestock buildings had an amant incentive effect. These funds can
lead to a greater number of holdings in the patmadernization.

d. Farm household income

The aids of the rural development program imprdweehousehold income of farmers, mainly
those located in disadvantaged areas and the yianmgrs. Also, these funds improve the
income of some others economic actors (not farmeca}ed in rural areas.

As a result of taxation of agricultural income, tingpact of these measures on household
income is not proportional to that seen on farnoime. The aids to investment are not taken
into account in determining the farm income. Th@aat is more indirect, through improving
the productive potential of farms.

e. Longer-term farm viability

The four most important measures of the PRDH (An2&€d) promote long-term viability of
some farms: they encourage the setting up of ydangers; they accompany farmers who
invest for preparing them to the requirements afidoow's competitiveness; they provide a
support to the farmers income, which is sometinubstntial for some of them.

The long-term future of farms depends, of course,solely on these measures. The variation
in prices (inputs and output), technical perforneartbe evolution of direct aid from the first
pillar and the labour productivity gains are aleme decisive factors .
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3.4. Effects on the competitiveness of the agricultal sector

3.4.1 What are the key factors that affect the congditiveness of the farming sector in your
Member State?

To answer this question, it is necessary to progidgammary of the main trends in the French
agricultural sector. We distinguish successivelodfoindustries, agricultural products
(mainly those which are concerned by direct aids) farms.

* The competitiveness of French food industry

In France, the agrofood chain represents 3.5% a$sgdomestic product (GDP). The food
industry represents 1.6% of GDP against 2% for cafitire, fisheries and forestry.

Since 1980, the share of agriculture in GDP fallibgt this decline is related primarily to

lower relative prices of agricultural products. W# French agricultural production by nearly
60 billion euros in 2006, France accounts for pedbw 20% in the production of EU-27. It is
followed by Italy (14%), Germany (13%) and Spai@%d).

According to statistics from the Ministry of Agriture, France has in 2006 about 3 000
agrofood companies with more than twenty employpesate companies or cooperatives).
These companies have a turnover of 129 billion £{t8% in exports) in four main sectors:
meat (24%), various food (21%), milk (18%) and vage (16%). The 800 cooperatives more
than ten employees have a turnover of 42 billionogwand are directed mainly to dairy
products, animal feeds and beverages.

In France, the agrofood trade balance is positgelarly. It reached 9.1 billion euros in 2007
(+4% compared to 2006). In 2007, exports (44.7dn)l like imports (35.6 billion euros)
increased by 5%. The trade balance is positive WithEU Member States (+7.2 billion)
and with the others countries (+2.2 billion).

The France has a large surplus of cereals (witht@ of self-sufficiency of 210%), sugar
(186%), wine (141%) and poultry (133%). This counis slightly in surplus for dairy
products (120%), beef (107%) and pork (107%). Ihigeficit for sheep (51%), soybean and
exotic products (coffee, tea, cocoa).

* The competitiveness of agricultural productionArance

The milk. With a milk quota of nearly 24 million tonnes, Rca is the second European
producer of milk behind Germany. Its productionréased by 12% since the implementation
of milk quotas in 1984. After a difficult dairy cgraign in 2006-2007 (with under-producing
of 3%), milk production has risen sharply during first quarter of 2008. The concentration
of dairy industries becomes progressively import&f¢o of the French milk are concentrated
in three agrofood groups. The production of cheeggogressing at the expense of industrial
products (butter and powder milk). The foreign &ad dairy products recorded a surplus of
2.5 billion euros, or nearly one third of the fovdde balance. The increase in milk yields
results in a significant reduction in the dairydhéFhe number of dairy cows (3.8 million head
in 2008) is twice lower than it was in the earlghdies.

During the past ten years, the number of dairy $anais declined by 4% per year, a rate below
the EU average (-6.5% per annum). This lesser dseres partly due to the French choices
relative to the management of the milk quotas. égahas currently 90 000 dairy farms;
approximately 60% of milk is produced in agricuttsocieties (GAEC and EARL).
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In the competitive European universe, the mainngties of the French dairy farms are as
follows: a low acquisition cost of production facdland and quota); some important forage
areas (the population density is lower in Franeg i countries of northern Europe); a well-
controlled feed costs (as a result of a favourabteate for forage production); a sustained
dynamics of investments. Their main weaknessesaanggh cost of mechanization per tonne
of milk; a lesser labour productivity (quantity wilk produced by agricultural employment)

than in the competitor countries from the nortlthaf EU.

The beef production. With 18% of the European beef production, Frangethe first
European producer ahead of Germany and lItaly. Ené of suckler cows (4.1 million heads
or 35% of the total of the EU) is relatively staldger the past decade. The domestic
production of beef (1.7 million tonnes in 2007) litez despite the increase of animals weight;
this is mainly due to the considerable reductiothia dairy herd. Despite a slight decline in
consumption, trade balance deteriorates gradual9( million euros in 2007). France is a
net exporter of live animals (the trade balancelid billion euros, mainly with Italy) and a
net importer of fresh meat.

The farms specialized in beef (40 000 units) acatled in areas where the forage areas are
abundant and where the substitutions between dtgmiali productions are often difficult.
The main advantages of these farms are: a faelydstincrease in labour productivity (+2%
to 3% per annum), a good level of technicality;oawdr amount of debts than in others
production types. Their main weakness is to be Jegvily dependent on direct aids
(Annex 4) and of the EU trade policy (high tarifit the borders). Alongside these 40 000
specialized beef farms, France also has 40 000dhfiarens.

The sheep production.Over the past decade, the French sheep populdéicdmed steadily.

In 2006, it lost 3% and reached a strength of 8lsom head (the fourth largest community,
far behind the United Kingdom and Spain, and tessér extent, Greece). The dairy herd is
maintained (-0.3% between 1996 and 2006), but ulckler herd decreased drastically (-18%
between 1996 and 2006). The balance of foreignetiadsheep and goats is structurally
negative (- 430 million euros in 2007). A high poojon of sheep farms is not professional.
Among the professional units (about 15 000), maeytlaose who are penalized by low labour
productivity. They are heavily dependent on didt{ especially in mountain areas where the
measures of rural development play a decisive(ftmex 4). In the goats sector, the situation
is different. The herd (1.2 million head) is incsew since 2000. This development reflects a
favourable market for goat cheese (both in Frandeom export markets).

The pork production. The France produces 10% of the European produdtidies in third
place behind Germany and Spain. The French herdige (14.8 million head in 2007)
decreased for the third consecutive year. Ovep#st five years (2002 to 2007), the herd of
sows is decreasing (-1.2% per annum). Despite dbdine in the number of sows, pig
production is fairly stable because of the contusiomprovement of technical performance.
In 2007 and for the first time, the production eea® 20 pigs per sow. France, which was in
deficit for pig production until 1994, is regularig surplus. Exports and imports increase,
but the trade balance remains fairly stable at radod07%. The pork production is
concentrated mainly in the western regions of Feanc
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The restructuring of hog farming is fast. The numbkfarms with at least 5 sows or more
than 20 pigs fell from 35 000 in 1988 (for a hefd1@.9 million pigs) to 16 300 in 2005.
The size of farms grows continuously. In 2005, dings with more than 1 000 pigs account
for 31% of farms and 72% of herd (versus respelgti26% and 66% in 2000). The economic
situation of many farms has been greatly deteeoratince 2007 because of rising grain
prices. The ratio "price of pork / price of feedashnever been so bad. If the technical
performances of French farms are satisfactory,ntlaegins of progress have become less
important than they were.

The poultry production. The French production of poultry meat has doulbletiveen 1980
and 1998, due to increased domestic consumptioregparts (which accounted for 43% of
production in 1998 against 25% in 1980). Since tldomestic production declines due to
three factors: a saturation of the domestic magkelgcline in exports, an increase of imports.
After the crisis of avian influenza in 2006, theekech poultry production increased by 4% in
2007, but the level is still lower than 1998 (-20%gspite this decline in production, France
is always self-sufficient in poultry meat. If theopuction of chickens, turkeys and guinea
fowl decrease, the duck afmle grasare experiencing an opposite trend.

The decline in poultry production has led to a phastructuring of farms. In 2007 and 2008,
rising grain price penalises the production cosevédtheless, the difficulties are less
important than in the pig sector, because thengglprice of poultry to consumers has
increased significantly.

The cereals.With a cereal production of 64 million tons (35lllan tonnes of wheat), France

ranks first in the EU. The rapid improvement inlgge(+60% in maize grain during the period
1980-2005) has allowed an increase of one thirth@fcereal production in France. However
surfaces of cereals, fell by 7% since 1980. Cerealger 9.2 million hectares in France
(around one third of the UAA). They are cultivatedinly in the plains of the Paris basin and
the west (wheat and barley), in the South-WestAdadce (maize). They are present in half of
the farms. The decline in cereal surfaces has tbhnked with the development of the set-
aside(1.2 million hectares). Nearly half of Frempehduction of cereals is exported, mainly to
the European market. At the international leveg¢ Erench wheat is competed with wheat
produced in USA, in Ukraine and in Russia. Theitds to export are closely linked to world

prices and the parity between euros and dollars.

The oilseeds and the proteinsThe oilseeds crops represent 2.1 million hectere&907, of
which 74% in rapeseed and 23% in sunflower. Withdbevelopment of biodiesel, the culture
of rapeseeds has increased by almost 20% overatstefige years. The surfaces of protein,
that are in steady decline since 1999, reach 2®21h@@tares in 2007 (including 73% of pea
and 24% of beans). Since 1990, production of ramedeas more than doubled, but the
harvests of peas and sunflowers have significatdtyreased. Overall, production of oilseeds
and protein has decreased by 5% since 1990 betlaese crops have not benefited from
higher yields (as in cereals). The French produaatioproteins represents a little less than half
the needs of animal feed. To overcome this shirif@% of feed concentrates (soja) are
imported from the American continent.

In France, the farms specialised in cereals areut@d by obtaining excellent yields. Despite
the growth of their size, they remain far smalleaurt those of other countries like the USA.
The competitiveness of France is stronger for theaw than for corn. The world market of
corn is dominated by the USA, where GMO are morkranre developed.
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The wine. With a production of 53.2 million hectolitres (Z3million hectolitres of wine
appellation), France is a major European wine predsi(with Italy and Spain). This sector
enjoys a positive trade balance. Exports (14 mmll@ctolitres) are mainly oriented towards
the United Kingdom and Germany. Our imports (5.3liom hectolitres) are provided by
Spain and Italy. Wines from "New World" represepp@ximately 10% of our total imports.
The consumption of table wine has halved in twegetyrs and the surfaces of vines have been
halved since 1950 (820 000 hectares in 2007).

The 46 000 professional farms specialized in wam@esent 17% of French agricultural jobs,
4% of the agricultural area and less than 2.5%im@ct aids. The competitiveness of these
farms is therefore not very dependent on the lef/public support. This is the same situation
for others productions such as fruits, vegetalpigss or poultry.

* The competitiveness of French farms

The agricultural income per worker has declinedrakie period 1999 to 2005 (in real terms),
after a period of strong growth (1993 to 1998).2007, it rose sharply for the second
consecutive year (+11% in real terms, after +1690606). This positive result is due mainly
to the sharp rise in cereals prices (+51% comptre2D06). After a decline from 1997 to

2005, the income of cereals farms has increasedfisantly in 2007 (+65% compared to

2006). The farms specialised in wine have alsodradnprovement in their income (+19%)

after several difficult years. For farms specialige pigs, the income fell (-59%) as a result of
higher cost of animal feed.

According to the FADN, the debt ratio of farms Frler{37% in 2006) increases over the past
decade. This is primarily due to an increase invidae of holdings and to the rejuvenation of
farmers. It is important to notice that the amooihtebts is much higher in farms which are
not very concerned by direct aids (horticulturerkeagardening, pigs).

The main determinants of competitiveness of Freaghiculture are not fundamentally
different from those of other member states. Comypeness is the result of a combination of
factors, both domestic and international.

i. At the national level or European, the main dastinfluencing the competitiveness of
agriculture and of agrofood firms are as followse thatural resources(land, climate,
water) and the human resources (training of farjndise technological progress
(in relation with the level of investment in resgaiand development); the productivity
of production factors (labour, land, livestock)getbharacteristics of the final product;
the fiscal and monetary regulating (interest ratesation of income, controlling
inflation); the strategies of investments; the érapolicies (tariffs, quotas, etc.);
the agricultural policies (subsidies and marketlaipn).

At international level, competitiveness depemuasa variety of factors, including the
exchange rate, the cost of international transgod trade preferences between states.
In some cases, the exchange rate is influenceldebgneasures adopted by governments.
Thus, the devaluation of the currency of a couméhative to its competitors (as is
currently the case in the U.S. dollar against tin®)eresults in an improvement of the
competitiveness of products exported. Imported pectslare, however, more expensive.
Therefore, and all things being equal, local predsicof these goods become more
competitive.
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3.4.2 To what extent do reductions in Pillar 1 paymnts affect these factors?

The competitiveness of French agriculture andgtefaod industry is due first to the factors
mentioned above. At the national level and comnyueiel, direct aids of the first pillar are

not really a factor of discrimination of competéivess. Due to principle of the CAP (common
market), rules are applied on a common legal bhasidl Member States. This is particularly
true for aid from the first pillar of the CAP wheftends are essentially community.

The sensitivity of the various countries to a reaurc of the pillar 1 is not homogeneous.
Because of its strong specialization in cerealsiarkef, France is a country more sensitive
than others to changes in funds from the firsapill

Starting from 1992, the decline in institutionalgess was offset by the payment of direct aids
to farmers. This evolution of the CAP was desigb@dstrengthen the competitiveness of
European agricultural products on world marketsadidition, lower guaranteed prices have
helped strengthen the competitiveness of Europeadupts on the European market. In the
sector of animal nutrition, lower cereals priced te a significant increase in domestic uses
(at the expense of imported products: corn glutessava root, etc.).

The reduction in aids from the first pillar hasemgative impact on the farmers income. It does
not change, however, fundamentally the competiggsrbetween them. For a given type of
production, the negative impact is approximatelg thbame between European farmers
(in proportion of the value of production).

A significant decline in direct aids of the firstllgr could lead to an acceleration of the
restructuring of farms (mainly for farms specialisen cereals and grazing livestock).
Indeed, only the most efficient units would be atweresist economically to a significant
decline in direct aids. For some holdings (hortiand, pigs, and so on.), the decline in direct
aids is less decisive (ie that the economic imglcw compared to turnover). With a 5% rate
of modulation, the economic impact is generallatigely low (Annex 5). In the event that a
sharp reduction in direct aids would provoke arsiroestructuring of farms, the production
cost of some agricultural goods could theoreticddgrease (due to a higher concentration of
the production in the most efficient units).

With the introduction of direct payments to prodoitfactors (comparatively to a situation
with high institutional prices), the CAP has beeaoreomically more favourable, in each
country, to the farms with low technical performantn the cereals sector, for example, the
amount of direct aid per hectare has been detedronethe basis of a historical yield (at the
national or regional level). Thus, in one givenriate department, farms which had low yields
have received the same amount of direct aid petafee¢han those with a higher yield
(although the first ones had suffered a lesseiireah turnover). This example shows that the
direct aids of the first pillar contribute to kespplace some farms which are not always very
efficient. The direct aids of the first pillar hasametimes been a hindrance to a greater
economic competitiveness of agriculture. Howevéiis treflection ignores other factors
considered important for public policies, namelyi@agtural employment, environment and
occupation of territory.
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3.4.3 Have these effects been offset by the additad money available for Pillar 2?

The impact on competitiveness is positive esséyntiai young farmers and the farmers who
have invested. For the farms which are not affebiethe modulation (see typology), nothing
has changed in the initial level of competitivendas farms which are classified as "losers",
the decrease of the income is not necessarilyig@nb a decline in competitiveness; indeed,
the impact was approximately equal among all fatressame type (see above).

The aids of the axis 1 EAFRD (modernisation of imald, setting up young farmers, training

of farmers, etc.) are clearly targeted on improvwegnpetitiveness. This is not the case for
support from the first pillar of the CAP. These adween historically allocated, in each farm,
on the basis of the production factors (hectaresliamestock heads). The aids of the pillar 1

are not linked with the projects of the farmerlog heeds in terms of modernization. In some
very competitive farms, theses aids have been bhga@cipients to invest outside from the

agricultural sector. This is less the case witls @fithe rural development program.

Thanks to a better targeting of actions, the suppbrural development is likely to have an

impact on structuring the overall competitivenekthe agricultural sector (in terms of labour
productivity and economic growth). In addition, yheelp strengthen the competitiveness of
other economic activities of rural areas (mainlyfforestry activities). The way to give direct

aid to the second pillar is nevertheless often noam@plex than it is the case for the first
pillar. This can lead to a loss of economic efficig in the transfer of support to farmers.

We should however remain very cautious in this tgbeanalysis on the competitiveness
factors. The additional funds paid to rural devetept by the modulation are very modest
(268 million per year) compared to the value ofriere agricultural production (0.4% of 60
billion euros). The competitiveness of French agtice is much more dependent on the
choices for our trade policy (level of tariffs, paularly for the production of herbivores) than
from internal balances between the first and tleerse pillar.

3.4.4 Does the reduction in Pillar 1 payments resuin a change in levels of production or
prices of commodities?

Since the implementation of modulation, Europearncatjure has seen a rise in the prices of
some agricultural products. This increase is maihle to the exceptional situation of

agricultural markets at the international levelsltharacterized by the following main points:
i) food demand grows due to population growth amcteaase of purchasing power in some
countries (Asian and oil-producing countries); gipbal stocks agricultural products have
fallen sharply; iii) agricultural production is biized or even declining in some major

exporting countries, including Oceania followingevere drought; iv) the production of milk

and beef has declined in the EU; v) the developmémthanol mobilizes agricultural land

previously used for the production of food; vi) thearcity of supply encourages financial
speculation on agricultural markets.

In France, the potential impact of the reductiordirect aids of the first pillar (-4%) on the
agricultural prices evolution has not been dematestt. In all cases, it is necessarily marginal
compared to the factors mentioned above. Recdllthigastrategy of the French farmers has
not changed following the decline in direct aidr lRoost French farms, the amount of direct
aid from the first pillar has increased over theique2005 to 2008 (because of the increase in
surfaces and reform of the CMO milk and dairy pidy The decoupling has certainly had
an higher impact on the productive choices of fasniean the modulation.
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For vegetal production, the impact of climatic tastand biofuels on volumes produced is
much important than the effects of the CAP supp@orientation (decoupling and
modulation). In the cereals sector, the decoupingjrect aid has been in France, only partial.
The price increase has been very important ovepdéhied 2005 to 2007. The income of the
French cereals farms has increased by 65% in 200ihpared to 2006). The negative
economic impact of the modulation is therefore nmaigcompared to the positive impact of
prices. In the second quarter of 2008, the pricevléat fell in a context where the harvest
forecasts are more important than last year (acugrdo forecasts made by USDA).
Because of WTO rules, the amount of direct aidcalled to the French producers of cereals
has not been altered in exceptional situationgioég.

In the dairy sector, the modulation has been implaed alongside an increase in the amount
of direct aid. Therefore, the specific impact ofdutation has been little perceptible by the
milk producers. The total decoupling of the dairgrpium prompts some farmers to abandon
the milk production. This is particularly the cafse dairy farms with a large surface of
cereals. During the milk year 2006-2007, Francer@sbeen able to achieve its milk quota
(-3%). But, the significant increase in the pridemalk in the first quarter of the year 2008
(+35% compared to 2007) had an immediate impactnoreasing production. In certain
French regions, especially in the West, milk prdutuncin the first quarter of 2008 was 15%
higher than the first quarter of the previous y8drs example shows that price is the main
factor taken into account by farmers in their cegcoductive.

In the beef sector, the French production is dewirsteadily since several years. This is
primarily due to the declining number of dairy cowse impact of the modulation of direct
aid from the first pillar on the evolution of theedf supply is probably null. The farms
specializing in beef production are economicallyadaged by the device of modulation
(Annex 5-11). As in other sectors, the impact @f teduction in direct aid on the price of beef
is not known. With favourable prices, especial\2006, beef producers have not abandoned
the production, even with the full decoupling foe tpremiums to cattle male.

3.4.5 If so, does this result in any upstream or denstream effects?

See- point 3.4.5.

3.4.6 Of the measures that you have spent additionaoney on within Pillar 2 in your Member
State, which have the greatest impact on the comp@eness of the agriculture and agri-
food sector? What is the nature of these impacts?

In France, funds of the Axis 1(35% of the EAFRDdahhave the greatest influence on the
competitiveness of the agricultural sector (in deenomic sense). The support of the axis 2
(54% of funds EAFRD) also play an important ecoromule, but the measures are less
directly targeting on the issue of competitiveness.

The nature of impacts is specified in point 3-3-7.
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3.4.7 What are the impacts of the additional fund$or these measures in relation to the:

a. Economic efficiency of the sector

The impact of rural development measures on impgthe added value in agriculture is,
at the macro level, positive but weak. This is ity due to the fact that the PDRH gives
greater importance to the Axis 2 (54% of EAFRD fsndn addition, funds to Axis 1 are
limited compared to the overall value-added of #dextor. For the agrofood industry,
the impact is also positive, but even more limiteah in agriculture

To measure the economic efficiency in farms, sog@emists frequently use the indicator
"Gross Farm Exces$EE) / Agricultural production (including direct aidshccording to this
indicator, the French farms which are beneficiartdsrural development funds (ie the
"winners") have, on average, greater economicieffay that the units which are not. This is
mainly due to their specialization and the way oWwhheir product are sold on the market.
For example, the dairy farms which are located iountains (Northern Alps or Franche-
Comté) have a good economic efficiency because thgin higher price for their milk
production (the cheese from these regions is wathp Nevertheless, these farms have
sometimes a low income because they are penalizaddw labour productivity.

b. Economic performance in relation to investmanhfrastructure and new technologies

The measures of axis 1, primarily those relatintheosetting up of young farmers, training of
farmers and to a lesser extent, the modernizatiothe livestock buildings, are likely to
improve the economic performance of holdings.

The specific impact of rural development measumreghe adoption of new technologies in
farms is marginal. Indeed, this issue concerntaaths, including those that are not concerned
by public support. The adoption of new technologgeérst linked with the personal will of
the farmer, his age and its strategic choice feestments (substituting capital for labour).
The holdings strongest financially are often thestfito use the new options offered by
technological progress.

Production capacity

For one given farm, the development of its prodiectapacities is related to several factors:
the personal choice of the farmer (balance betwemRk and private life), the organization of

work (individual holdings, agricultural societiesnterprises services); local opportunities of
development; the financial strength of the farmrshioying new production factors (especially
land) in a competitive market; the rules of agtictdl policy (rights to produce).

The rural development measures have a positive dmpat low on the development of

productive capacities of farms. The aids for mowsation of buildings are going in this

direction. On the opposite, the aids allocatedtlf@r establishment of young farmers could
have a negative impact. In a short-term view, te#irggy up of a young farmer limits the

growth of the neighbours units.
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c. Development of new markets and/or new products

In the PDRH, funds allocated for developing new kats and new products are low.
The measure n°124 (only 0.1% of EAFRD) aims todostooperation in order to develop
innovative products and technologies. The measurel23 (entitled "improving the
competitiveness of agro-industries”) can have atigesimpact on the development of new
markets. This measure (4.2% of EAFRD) is grantedammpanies which are located in rural
areas. The plan can be adapted to the challengéscally. Only companies which have less
than 750 employees or less than 200 million eufdgraover can receive this support.

d. Diversification activities

The axis 3 of PDRH (6% of the EAFRD or 10% with tineorporation of corresponding
measures of the programme LEADER) promotes the auoandiversification in the rural
areas. The measure n°311 (0.5% of EAFRD), entittidersification into non-agricultural
activities”, aims to diversify the income sourcésgricultural households and to fight against
the trend of reduction in the number of farms. Haéions, that receive support from local
authorities, can be of different kinds: handicraéiquestrian activities (excluding livestock),
services in rural areas, and so on.

3.4.8 If not covered in 4.6 and 4.7 above, what atBe impacts of the availability of additional
funds on the competitiveness of the agriculture andgri-food sector on the following
measures:

The additional funds of modulation are not targeted specific measures of the PDRH.
Also the budgetary impact is proportional to theartance of various measures in the PDRH
(Annex 2-1).

a. Modernisation of agricultural holdings

The modernization plan of the livestock building$ich mobilizes funds of local authorities,
can contribute to modernize some farms (see 3-B-fias an effect on the competitiveness of
farming activities for two reasons: the funds geainire important; it increases the labour
productivity. Many farmers are also trying to impeo through this, their working conditions.

b. Adding value to agricultural and forestry proguc

In the PDRH, the measure n°122 (entitled "improvetred the economic value of forests")
represents 0.5% of EAFRD. This measure has twachbgs: to support investment in stands
in difficulty; optimise economically and environntalty the forestry production . The state
subsidies are limited to 50% of investments in gainend 60% in mountain areas and areas
classified Natura 2000. The beneficiaries are gamliners of private forests.

c. Infrastructure relating to the development ad@pdation of agriculture and forestry

In the PDRH, the measure n°125 (0.8% EAFRD) istleati'infrastructure for the agricultural
and forestry sectors”. The objective of this meassrto improve the access roads to the
forests to facilitate the exploitation of forespyoduction. Forests that belong to the State are
not eligible for this measure. The focus and ptyomeeds are defined at regional and
departmental level.
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The measure n°123 (4.2% of the EAFRD), which istledt"adding value to agricultural and
forestry products”, has two parts: i) investmenagno-industries (see 3-4-7-d); investment in
forestry companies. For the latter, the aid ismesefor small companies (less than 10 people,
with a turnover of less than 2 million per yearheTrate of public support is limited to 40%.
The regions are allowed to apply some more resteicionditions for granting the aids.

3.4.9 What impacts have investments in physical cd#al, specifically, had on the
competitiveness of the agriculture sector?

The aids for investment (physical capital), whidtupy an important place in the axis 1, have
necessarily a positive impact on competitivenesgeyTcontribute to help some enterprises
located rural areas to face with many stakes: impgothe labour productivity, the working
conditions (security), the environmental practiagsinnovation. Given the importance of
funding granted by local communities (as for thederaization of the livestock buildings),
these measures are often well-adapted to localitommsl

3.4.10 What impacts have investments in human capit specifically, had on the
competitiveness of the agriculture sector?

In France, investments in human capital mainly eomadhe measure n°112 "setting up of
young farmers” (10.1% of the EAFRD). This promotege renewal of the agricultural
population and thus contributes to a long-term cetitipeness (see 3-3-7). Several
observations can be made on the setting up of ytarngers in the French agriculture:

- The number of setting up of young farmers de@ga# little less than 6000 have
received public aid in 2007, twice less than in@99

- The renewal rate of farms increases. Around 16 f2@®@mers are retired each year
(this number, off course, is decreasing).

- A growing proportion of young farmers settle igriaultural societies. This strategy
facilitates the acquisition of capital over seveers.

- For the young farmers, the amount of investmgmhore and more important because
of the increasing size of farms (the public subgiggresents, on average, less than
15% of the amount invested).

- In a competitive market, access to land remains tnain challenge to the
establishment of young farmers.

- 30% to 40% of young farmers invest in a farm withthe benefit of public aid. These
farmers do not meet the requirements for receiards (be age between 18 and
40 years, possess a minimal level of diploma, etc.)

- The number of young people who are not issueth ffamilies of farmers but who
choose to settle in agriculture is not negligible.

The measure n°111 (1.1% of the EAFRD) is entitledifiing and information”. The main

objective of this measure is to increase the le¥dlaining workers (in agriculture, forestry
and agrofood industries). This measure is pursairgpal of competitiveness. It must also
allow better awareness of farmers concerning the@mmental requirements. In a short-term,
it is still very difficult to measure and demonstrathe effects of these training on
competitiveness of beneficiaries and on their ki (technical, environmental).
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3.5. Employment effects

3.5.1. What are the general trends in terms of empyment within the farm sector and within
the broader rural economy in your Member State?

In France, the urban population has doubled inysyetars. Now, three quarters of French
(64 million) live in cities. The rural populatiorak increased by two million people during the
twenty-five last years. It includes 14.3 milliongpde, ie a quarter of the total population.
The agriculture, forestry, fisheries and food psesteg industries employ 1.4 million people.
This number represents 6.6% of total national egmpént (expressed as full-time

equivalents) against 12% in 1980.

In agrofood industries, employment was maintainedai long-term (2.6% of the active

population). At the end of 2006, the 3 000 agrofoothpanies with more than 20 employees
(private and agricultural cooperative) employ 3T® @eople (or 92% of total employees of
the agrofood chain). Since 2005, employment isidieg) at a rate of about 1% per annum.
The agrofood is an important issue for the maimeaaof economic activity in rural areas.

Four regions (Brittany, Nord-Pas-de-Calais, Payadeoire and Rhone-Alpes) concentrate
more than 43% of employees.

Agriculture accounts for 4% of the workforce todayainst 9% in 1980. In the period from
2000 to 2005, the rhythm of decline in the numbleagricultural jobs was slightly weaker
than on the longer-term trend (-2.9% per annumesir880). In agriculture, the decline in the
number of jobs is mainly due to the improvment loé technologies, the development of
mechanization, the better structure of fields, tiwdernization of buildings and the progress
of genetics. These evolutions make it possible radgglly increase labour productivity.
Thus, the needs for working force to produce theesguantity of agricultural goods decrease
over time. In some areas where agricultural pradoctlecreased (beef, sheep meat, milk,
poultry), the loss of jobs has been sometimes wepprtant.

In 2005, the French farms count more than a millmermanent worker. In full-time
equivalent, this corresponds to 835 900 agricultaark units (AWU), a decrease of 12%
compared to 2000 (or -115 000 AWU). Nearly onedlof these jobs are concentrated in
agricultural farms with at least three AWU. Simijaragricultural societies (including GAEC
and EARL) have 48% of total AWU.

The cereals farms(OTEX No. 13 and 14) occupy thst fank in terms of agricultural jobs
(150 400 AWU in 2005, -13% compared to 2000). They ahead the farms specialised in
wine (OTEX No. 37 and 38) where the decline in joss the smallest over the period
(142 000 AWU and -4%). With 128 800 AWU, the dafrms occupy the third rank,
but reduced staffing is supported (-18% over theode The decline in the number of jobs
was the strongest (-42% over the period)for the gfpfarming

In 2005, the number of agricultural employees (@eremt and seasonal) reaches 222 300
AWU (including 123 100 permanent employees). Thgdes account for 26% of total
employment in agriculture versus 24% in 2000. They mostly developed in horticulture,
arboriculture and viticulture. The augmentation tbe number of agricultural societies
(mainly GAEC) and the expansion of farms stimuliie development of jobs of employees.
Nearly half of professional holdings employ onerare employees.
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The professional farms (346 000 in France in 200&nprise 90% of agricultural jobs
(or 751 000 AWU). For them, the average number WA (2.2) varies greatly according to
the type of production: less than two UTA for farspecialised in beef compared to nearly
five AWU for farms oriented toward horticulture.

3.5.2. To what extent have reductions in Pillar 1x@acerbated or constrained these trends;

The decrease in aids from the first pillar encoasaigrms concerned to grow to maintain their
initial income. Thus, the decline in direct aidsuigavourable to the development of jobs and
accelerate the restructuring. If the experts inésved all agree on this idea, they converge to
indicate that it is very difficult to isolate th@exific influence of modulation (5%) on this
phenomenon. The dynamics of supply, prices andntdobical progress have a much
stronger influence.

It is important to notice that the mandatory motlaladevice does not take into account the
number of jobs on farms to determine the rate odlutetion (as it was the case in the French
device adopted in 2000). In the new proposals fthe European Commission (May 20,
2008), this is still not envisaged.

3.5.3. Have these effects been offset by the addital money available for Pillar 2?

The farms receiving direct aids of the second ipilkave, on average, a lower labour
productivity (agricultural production per worker value added per worker). The transfer of
aids from the first pillar to the second allowsh&lp some farms which are in an economically
difficult situation (low productivity and low incoe). In addition, it favours the establishment
of young farmers. The payment of support for otharal activities (forestry, agrofood
industries) is also a favourable factor in termgbsk.

The modulation (with redistribution of funds) shduéad at worse to neutrality in the total
number of jobs. At best, he will have a slight pgsi effect. The total number of jobs is
conditioned by a complex set of factors such asuaproductivity, markets growth, etc.

3.5.4. Have the reductions in Pillar 1 payments, ahthe consequent effects on farm income, led
to a change in the nature of on-farm labour use, inelation to:

a. The number of staff employed

The decline in direct aid of the first pillar mayve a slight negative impact on the
development of salaried jobs in agriculture. Howewsith a modulation rate to 5%,
the impact is minor. This concerns especially #renk specialised in cereals. The evolution
of wage employment in these farms is firstly inflaed by modernizing equipment and
developing new cultivation techniques (simplificat). In farms with herbivores, the wage
employment is weak (less than 10% of the total ¥avde). Notice that the proportion of
GAEC is high in dairy farms. The salaried jobs arainly present in farms which are not
affected by the modulation.

b. The use of off-farm contractors

The use of off-farm contractors is mainly due te #trategy of the farmer, in terms of work
and investment in equipment. The reduction in diegds of the first pillar has little influence
on this phenomenon.
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C. The use of family labour

The reduction in aids of the first pillar can letada decrease of the family work per farm
(to compensate the loss of income). Neverthelesgnghe "weakness" of the modulation
rate, it is unlikely that this factor is an impartaThe evolution of family labour on farms
depends primarily on the personal strategy of fasnferganization of work and family life),

the unemployment rate in the area, the proximityrbkn centres; etc.

3.5.5. Of the measures that you have spent additiahmoney on within Pillar 2 in your Member
State, which have the greatest impact on employmerdnd labour use within the
agriculture sector? What is the nature of these imacts?

To answer this question, experts interviewed belighat we must distinguish between three
categories of jobs: i) the direct jobs created wihk recipient of public aids; ii) the jobs

maintained because of the support granted (joldswbald have disappeared without them);
iii) temporary jobs created to implement the meagyeople who provide training, persons
who participate in the construction of buildings.

For job creation, and considering the importancduofds allocated, the measure No. 112
(setting up of young farmers) is the most importdie number of young farmers decreases,
but the situation would have been even more negatithout these supports. The measure
No. 311 (diversification of farms) can also havepasitive impact on job creation in
agriculture.

For the maintenance of jobs in agriculture, expdrdieve that the rural development
measures have an overall positive impact. The megado. 211, No. 212 and No. 214 are the
most important because they improve the income ahymsmall farms, especially those
located in disadvantaged areas (Annex 4). They @poesent almost half the expenses of
EAFRD under the PDRH. Without the payment of suglkeall aids, many farms would no
longer be economically able to maintain their attivihe aids for modernisation also have a
positive role in the long term because they allams to adapt to market requirements.

For temporary jobs, the extent No. 121 (moderrogatf farms) is likely to generate some

jobs. The modernisation of livestock buildings regsl the use of specialized jobs in masonry
and carpentry. These jobs are often offered by Iserwakerprises located in rural areas.
The measure No. 111 (training and information) atsobilizes punctually some people

(additional activities for some people generallypéyged elsewhere).

3.5.6. Which of the Pillar 2 measures implementechiyour Member State have the greatest
impact on employment and labour use within the broder rural economy? What is the
nature of these impacts?

The measure No. 123 (value- added in agro-indgsuied forests) is probably the most
influent measure for the creation of jobs in ruaatas (4,2% of EAFRD) . The aids for
investment in agro-industries allow to improve bess competitiveness and indirectly to
promote employment.

In more limited proportions, other measures of BiXRH also promote job creation in rural
areas. These measures are: No. 312 (creation aetbgment of micro-enterprises), No. 313
(tourism activities) and No. 321 (services develepth
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3.5.7. What impacts has the availability of additioal funds for the Pillar 2 measures had in
relation to:

a. The nature of labour use on the farm (numbestadf directly employed, use of off-farm
contractors, use of family labour)

If the measures of the rural development prograompte agricultural employment through
various channels (see 3-5-5), the specific impat¢h® additional funds of the modulation is
necessarily modest. For some farms beneficiaries @nnex, typology 5), including the
smallest of them, these funds have sometimes alldwenaintain the family employment in
its entirety. They did not changed the initial s#gy of farmers on the use of external
contractors.

b. Working conditions - have these improved or detated?

In the farms that have benefited from support Fe mnodernization of buildings, the funds
gave a good opportunity to improve the working d@bads. For farms not concerned by these
investments, the impact is neutral.

c. The creation of employment opportunities. Ifwbat sort of new jobs have been created,
and in which sectors?

Given statistical tools available, it is not pos$silio respond specifically to this issue.
Nevertheless, several observations can be made:

- The creation of jobs in farms was probably vamjted (see 3-5-5).

- The jobs creations concern: the young farmenmsipteary jobs in rural enterprises
(construction and renovation of buildings); jobenfporary or permanent) related to
the diversification of agricultural activities one development of micro-enterprises;
jobs related to the training of farmers.

- The rural development measures contribute to taainobs in some farms, especially
the small units located in disadvantaged areas.

3.5.8. If not covered in 5.5 and 5.7 above, what are thenpacts of the availability of
additional funds through Pillar 2 on employment onthe following measures:

See above.
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3.6.1. Effects on quality of life in rural areas

3.6.1. Briefly, as a result of your findings so farto what extent do the general trends identified
for your Member State under the previous themes (irrelation to farm restructuring,
farm viability, employment and the environment) impact upon the quality of life within
rural areas?

To provide some answer to this question, sevepat$aare successively discussed.

* The dynamics of population in rural areas

In France, nearly 14 million people live in predoamtly rural areas (definition INSEE),

almost one quarter of the population (for 70% &f térritory). The economic weight of these
areas, however, is lower in jobs (about 20% of taional total) and value- added.
The cultural heritage, architectural and naturadalriareas is important. Because of the
electoral system, the political clout of rural arexceeds that of its demography.

Over the past three decades, the rural populatiew gn average at a rate of 0.2% per year
(or a lower rate than urban areas: 0.4% per annimnspme regions (Massif Central, Central
Brittany, and so on.), the demographic balanceegatve. These are isolated areas or areas
with agricultural or industrial declining. Nearlgree-quarters of French rural communes have
experienced positive net migration during the tasty years. This is particularly true in rural
areas near major cities. The rural population geolthan the urban population (fourth of
people in rural areas have more than 60 years).

The increase of population in rural areas is néilué@mced by changes in the agricultural
sector. A significant proportion of rural dwellat®l no relationship with farmers. They live in
rural areas, but working in peri-urban areas. Tineye, for some of them, little knowledge of
the agricultural sector (production methods, efh)s situation helps sometimes quarrels and
conflicts between farmers and rural (related toatieur, noise, environmental).

In some areas, the decline in the number of famasfactor conducive to the development of
the rural population. Indeed, the consolidationfasins gives the possibility to use the old
buildings of farms to build new homes or to devaiogrism. In these areas, the decline in the
number of farmers does not necessarily mean a aseren local services because they
represent a small proportion of the total poputatio other rural areas, the declining number
of farmers has a negative influence on the dynawiidke local population. This is the case
with areas of low population density, where thespriee of farmers often justifies to remain
some services (schools, shops).

In many rural communes, French employment fromatipecultural sector has become a low
proportion of total employment. Similarly, the weigof farmers in municipal activities
(municipal council, participation in social acties and sports) is steadily decreasing.
The increase in farm size is a factor that acceasutnis phenomenon. Farmers have, indeed,
less availability. The development of corporaterfey however, offset this phenomenon.
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The development of the rural population leads teeline in agricultural land (at a rate of
about 60 000 hectares per year in France) and arease in the price of land.
The construction of houses is the main factor erlg this trend. By selling farmland for the
construction of new homes, farmers (owner of laan@) sometimes economically advantaged
by the growth of the rural population.

* The economic activity and employment in ruralase

In rural areas, the unemployment rate is slighigjhér than in urban areas. Unemployment of
women is more developed in part due to a lack ofices (child care, etc.). Rural areas collect
a high proportion of young families, skilled workemand professions intermediaries.
The proportion of people with higher education asvér than in urban areas. The craft
represents nearly half of the companies in the moed areas.

The rural areas of France can be classified inteetltategories: i) rural areas near cities:
frequent in the Rhone-Alpes, on the shores of tti@nfic and in lle de France, they are often
important economic potential, ii) rural areas wkelsa balance: these areas are quite frequent
in eastern and northern France; iii) rural aregseggncing economic decline and population
(as in the Limousin and Auvergne).

The decline in the number of jobs in agriculturéd I® a rapid decline in the share of
agricultural employment in total employment in dusgeas. The increase share of employees
in total agricultural employment plays a positivaler in the rapprochement of peoples
agricultural and rural populations.

* The services and tourism in rural areas

The services directly contribute to the quality ldé. France is a country where the

development of services is more important thantireoEuropean countries. In rural areas,
provision of services (health, education, commeete,) however, is sometimes limited and
often heterogeneous. Many people living in ruralbardeemed a priority to develop the drop-
in child care, shops, public transport and pubdioviges. The development of the Internet is
generally satisfactory in France, including in haeeas. The development of services in rural
areas is not dependent on the dynamic of evolaidarms.

The rural tourism develops. With a steady increasgtendance, the campaign is the second
space tourist French (one third of tourist destome). Agriculture plays an increasing role in
tourism. The consolidation of farms can use theboiiddings to develop facilities for tourists.
Women farmers who participate less and less thek vadr exploitation, are sometimes
interested in developing this type of activity. Thevelopment of tourism in rural areas is
primarily the result of areas near the sea andnbentains. In many lowland areas, the role of
tourism in the local economy is weak.
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* Agriculture and the attractiveness of rural areas

According to an opinion survey conducted amongpaaeentative sample of people, the main
assets of rural areas are as follows (comparetigcity and in descending order): a better
quality of the environment; a rhythm of life morkeg@sant, a cost of living lower, solidarity

between people more important, a higher level alusg; easier to find accommodation.

These same people believe that the main weaknassesal areas are: a lack of public

transport, a lack of local shops; difficulties inding employment, a lack of public services
(health, etc.); isolation important and some sdbituageing of the population; a lesser
diversity of leisure.

It is mainly through its action on the landscapd #me environment that agriculture plays a
role in the attractiveness of rural areas. Amomgttands identified above, a number expected
to attend a gradual improvement of relations betwfaemers and other rural:

- Farmers take more account of environmental isswggport public are granted subject
to strict environmental standards; farming techagpromote a better use of products
(fertilizers and pesticides), the significant irase in the cost of energy incentive to
lower volumes used; routes techniques are bettatralted; modernization of
buildings allows better management of effluentansacagricultural products (milk,
sheep, pigs, poultry) not grow, or even diminish.

- Farmers are trying to make their work more cornfybatwith the requirements of the
neighbouring population. For example, they avogbréng to some nuisances during
evenings and weekends (spreading manure or pescid

- The farms are increasingly remote from residéntieeas. The restructuring of
agriculture promotes the construction of buildings areas where nuisances are
potentially less important.

- - Farmers, who are increasingly isolated in raralas, seek to establish relations with
other rural non-farmers. Several factors facilitdtes evolution of mentalities:
the increase in the level of studies of farmers,dbsire of farmers to raise awareness
about the strengths and limitations of their prei@s; work outside of the joint;
integration into community life Local.

- - Farms recruit employees (permanent or seasanal)promote economic activity in
local businesses crafts. Despite an unemployméats@metimes important in rural
communities, farms do not always find a skilled kforce and, most importantly,
perennial.

- - Some farms develop direct sales of agricultprabucts. This strategy allows on the
one hand, improve relations between farmers aral pgople and, on the other hand,
to increase the purchasing power of rural peopléilévguaranteeing a margin
attractive to producers).
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3.6.2. Briefly, as a reflection from vour findingsso far: to what extent have reductions in Pillar
1 payments exacerbated or constrained these trends?

The quality of life in rural areas does not depesrdonly very marginally, on the amount of
direct support of the first pillar of theéAP granted to farmers. Rural people consider that the
most important parameters to consider are thevialig: unemployment rate, quality of public
services (health, schools, postal services, trgv@iovisions of leisure, the diversity of
cultural services and property prices. The relaigm between rural areas and farmers is
mainly through environmental quality (landscapeyeleof pollution, noise, odour, etc.),
and any services provided by farmers (selling petgito farm).

With a modulation rate to 5%, the impact of thelidecin direct aid on the quality of life in
rural areas was probably insignificant. Indeedmians have not, following this fall, changed
their productive strategies. An important declifedwect aid (ie above 25% and without a
concomitant increase support for rural developmemi)ld likely have adverse effects on the
quality of life in the rural world. This statemestmade by considering three factors: jobs in
rural areas would decrease (a decrease in the muaibfarmers and in the number of
agricultural employees); holdings would seek tatlitthe impact of the aid decline by a largest
intensification; farmers have even less availableledicate themselves to tasks relevant to
other residents of their county (municipal mandagesial life, etc.).

The impact of the decline in direct aid under @%&P on the quality of life in rural areas is not
uniform among all regions. It depends mainly oniadtural specialization, on the part of
farmers in the rural population, farmers' incomed Aor types of land (balance agriculture /
forestry).

3.6.3. Briefly, as a reflection from your findingsso far: have these effects been offset by the
additional money available for Pillar 2?

The transfer of funds from the first pillar to tlsecond pillar of theCAP (through the
mechanism of modulation) has a positive impacthenduality of life in rural areas. Two main
reasons explain this: rural activities eligible garpport under th®DRH support ofPDRH
are strongly focused on the environment. For theeds interviewed at least four reasons
explain why this impact is modest, however:

)] Despite the introduction of modulation, the fuwtavelopment funds for the period
2007-2013 have not increased over the period 2008-2

i) A share fund modulation is not up to France.
1)) Support granted for rural development focusia.

iv) The quality of life in rural areas results frommcomplex set of factors, most of
which are not related to agricultural issues.
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3.6.4. To what extent is compulsory modulation leadg to money moving out of the
agricultural sector and into other sectors of the ural economy?

Of the 336 million euros from the modulation in 80(Bee annexes 5-1), only 267 million
euros back in FranceEAFRD. Of this amount, it is estimated that 70% areilaitable
directly to the farms (see Annex 2-1). The remaniunds (approximately 80 million euros
for 2008) are directed towards other rural acegti broadly: the forestry sector,
food industries, projects of rural actors, orgatires consultancy and training.
With modulation, the financial transfer from agticwe to other rural activities is very low
(slightly less than 0.7% of budgetary support tocadture).

3.6.5. What are the implications of this for the gality of life of rural areas?

See point 3-6-1.

The fundsPDRH through four axes have an influence (sometimeisaaty) on the quality of
life in rural areas. It is mainly through their iagi on the environment and employment
priorities 1 and 2 are concerned. The axis 3 eudtitquality of life in rural areas and diversify
the rural economy" is surely the one whose infleeiscthe most direct and most important.
During the period 2007-2013, nearly one billion aaurepresenting 7% of the total funds
rural development) will be allocated to that lired Wwhich 350 million euros by thEAFRD.
Thus, the financial contribution dAFRDto the axis 3, for example, is five times smaller
than on measures No. 211 and No. 212 (compengaioinal handicaps).

The funds of the Axis 4 ("LeaderBDRH (526 million euros, of which 286 million euros by
the EAFRD are used in 70% toward the Axis 3. In some regjioio provision is made for the
measures under axis 3 which are funded under tAdOHR programme. In regions where the
funds LEADER have been little used during the 20006 period, the Axis 4 was regarded as
a complement to the axis 3.

To better understand the potential effects of ttie & on the quality of life in rural areas, it is
important to quickly submit the content of the wals measures envisaged in France.
These relate to economic development and senacg®tpopulation:

- The diversification of non-agricultural activiigMeasure No. 311: 73 million euros,
of which 29 million euros by thEAFRD. Only members of a farm household can
benefit from this measure (except for agricultusarkers). It is a development aid
diversification projects: marketing of agriculturploducts, farm, services, crafts,
equestrian activities, and so on.

- The creation and development of micro-enterpriddsasure No. 312: 62 million
euros, of which 21 million euros by tl&AFRD). Aid concern investment tangible or
intangible. Recipients must employ fewer than tengbe and have a turnover of less
than two million euros.

- The promotion of tourism activitie@leasure No. 313: 177 million euros, of which
54 million euros by theEAFRD. Support encourage mutual benefits of tourism.
They also aim to develop accommodation for touiristaral areas (small rural hotels,
lodges and guest rooms). Beneficiaries includel lagthorities, associations, etc.
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- Basic services for the economy and the rural (@ (Measure No. 321: 141
million euros, of which 52 million euros by tB&AFRD). The supports are awarded for
the perpetuation and expansion of services to rpoglulations. The services are
varied: sanitary service, health service, serviceess to employment, cultural
department, leisure department, local shops.

- The renovation and development of villag@deasure No. 322: 48 million euros,
of which 24 million euros by th&eAFRD. This measure aims to enhance the
attractiveness of territories by improving the walaspect of rural villages.

- The preservation and enhancement of rural heri(gteasure No. 323: 371 million
euros, of which 118 million euros by tBAFRD. This measure is composed of five
devices: development and animation relatedD@COB for all Natura 2000 sites;
management contracts for Natura 2000sites (nomdgrial and non-forest);
integrated in favour of pastoralism; preservatiod development of natural heritage;
preservation and enhancement of cultural heritage.

- The training and information to economic actarghe fields of Axis 3Measure No.
331: 16 million euros, of which 7 million euros the EAFRD. The measure to fund
training projects or information to a wide audienloat concerned by the measures of
the Axis 3: farmers, loggers, people who want &t a micro-enterprise and tourism
professionals.

- The acquisition of knowledge, animation and impdatation(Measure No. 341: 116
million euros, of which 44 million euros by ti®AFRD. The measures include two
devices: local development strategies of the fenesid; local strategies for
development outside timber industry.

3.6.6. Which of the Pillar 2 measures implementechiyour Member State have the greatest
impact on the guality of life in rural areas? Whatis the nature of these impacts?

At the national level, it is very difficult to pnitize the impact of different measure®RHon
the quality of life in rural areas. Indeed, the swa which plays the most important role is
not necessarily the same by region. In mountaironsg the support given to the axis 2 (No.
211 and 214) probably have a greater impact tharatiis 3 (whose amounts are particularly
low). In the plains intensive aid on the extent N@3A (investment in food processing
industries) are probably the most important. THe of the axis 3 is certainly more influent on
other areas.

3.6.7. What impacts has the availability of additioal funds for the Pillar 2 measures had in
relation to

The rural development measures have a positivedmpat low on quality of life in rural
areas. By limiting the analysis to the only addaiibfunds from modulation (267 million
euros per year, of which approximately 70% from lleédings), the impact is even lower.
These funds represent, on average, the equivalerfOoeuros per capita per annum
(considering 14.3 million French residing in rueakas). Moreover, only a portion of these
funds have targeted an impact on the quality ef lif

3.6.8. If not covered in 6.5 and 6.6 above, what@the impacts of the availability of additional
funds through Pillar 2 on the quality of life in rural areas on the following measures:

See point 3-6-1 and 3-6-5.
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3.7.Environmental effects

37.1. What are the general environmental trends andriorities in_your Member State, in
particular in relation to resource protection, biodiversity and climate change?

The main environmental trends of France (biodivgrsivater quality, air quality and soll
quality) are first presented. In a second time,a#tiention is paid to the environmental
implications of PDRH (objectives, principles andl).

The main environmental trends of France

* Biodiversity

In France, ecosystems are very varied and the @calo wealth is still very big.
Several reasons make it difficult to quantify chesign the link between agriculture and
biodiversity’: if the indicators used are potentially many, tilection of information is
costly and the observation tools are sometimeslydereloped or too recent to identify trend
changes. Moreover, the measure must be carriedabutlifferent geographical scales
(variability of situations).

Experts agree on the idea that biodiversity is eksing on the national territory.
The urbanization or population growth in rural arémd a negative impact on biodiverity
By occupying 54% of the territory, agriculture albas its share of responsibility. In this
sense, several factors are often mentioned:

- The decrease in agricultural land and changingraps rotations. In France, the UAA
has decreased by 5 million hectares during the fifastyears. The decrease of the
UAA is due to urbanization and development of ftse§he permanent grasslands,
which have an important ecological role (especiatlymountain areas: structuring
landscapes and prevention of natural hazards), tadle® sharply over a long period.
The area of arable crops (cereals, oil seeds,iprdieets) now represents nearly 40%
of the UAA. In mountain areas, permanent grasslaielsease to the benefit of
woodlands (in the isolated rural areas) or urbdmngas in the Alps).

- The intensification of agricultural productionvéy a long period, the development of
agricultural production was possible thanks inipatar to the use of a large quantity
of inputs (fertilizers and pesticides) and land iayements (removal of hedges and
groves, drainage, etc.). These developments haten dieen negative for the
maintenance of biodiversity.

- The specialization of agricultural production.induces, in some regions, a loss of
diversity in natural environments.

“ In the Rio Convention, biodiversity is defined the variability among living organisms from all soes,
including diversity within species, between specied of ecosystems.

®> The decline in biodiversity must be considereitsrthree dimensions: loss of genetic diversitgagpearance
or depletion of species, degradation of ecosysteeterioration and loss of habitats).
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- In France, the forest (16 million hectares or 3@Rthe territory) has a decisive impact
on biodiversity. The woodlands occupy an imporfaate in the mountains and in the
French departments of the South West. They aregheny somewhat less developed
in the West and northern France. The area of fagestv by 1.2 million hectares
during the last fifteen years (or 6 million hectri@ a century). Forests have an
essential function for recreation and environmeptatection (the fight against climate
change through carbon storage, regulating the weyete, etc.). With almost
140 species of trees, the French forest is divéiearly 70% of the forest consist of a
mixture of two or more tree species. SometimesfFtieach forest is destroyed by fires
(61 500 hectares in 2003), particularly in the Bo(liecause of drought or a high
concentration of tourists during the summer).

- According to the French Institute of the Enviramty France gathers 136 natural
habitat types of community interest among the tofa218 (Annex 1 of the Habitats
Directive). In 2006, they cover nearly 2.5 millitrectares, or half the total area of
Natura 2000 sites. The Natura 2000 sites cover aR#te territory and involve nearly
60 000 farms. Nearly two-thirds of birds speciestimmed in the Birds Directive are
present in France. According to observations made <989, populations of common
birds (sparrows, chickadees, larks, and so onredsed by 7%. The decline was more
important for bird species of agricultural are&9¢) and of forests (-18%).

* The water quality

In France, water quality is the most important emwvinental problem, especially in areas with
high animal density. The problems relate to saiigkdrg water (in relation to nitrates toxicity)
and the eutrophication of water (mainly in relatisith phosphorus in the case of freshwater
or nitrogen in the case of coastal waters).

Nitrate

Agriculture is responsible for two thirds of theepence of nitrates in continental waters.
Until the late eighties, the gains in yields obg&ainwith the fertilizers were important.
The economic profitability of intensive farms wdtea satisfactory, especially as the prices of
fertilizers were still low (relative to selling pes of agricultural products). According to an
estimate of the French Ministry of Agriculture fibre period 1994 to 2004, nitrogen use was
higher than the crops needs (by about 20%). Nesledh, sales of mineral fertilizers are
decreasing in proportion to crop production. Theesoof mineral fertilizers (nitrogen) per
hectare are stable since 1990. Phosphorus andspotagre applied at doses increasingly
weak.

During the last ten years, the French farmers lcaamged their strategies by a decline in the
use of inputs. Several factors have influenced #vslution: the environmental policies
(nitrate Directive); the drop in grain prices; thsing prices of fertilizers; the yields
augmentation is becoming less important each’y@ae very significant increase in the price
of fertilizer in 2007 and 2008 should amplify thiend.

® In France, yields of major crops have stagnatedr ditle past decade. Most major crops are involved
(including wheat and maize grain). This is a rdsrge because they had strongly increased sinanthef the
Second World War.
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The mineral fertilizers are the primary source ibfogen in France. With 2.4 million tonnes of

nitrogen, they represent nearly two thirds of tdtalvs. The mineral fertilizers are used

mostly on cereals. The French herd produces abdumillion tons of organic nitrogen per

year. The production of organic nitrogen, which bagn relatively stable over the past ten
years, comes to 75% of cattle, 8% of pigs, 6% aeph 6% of poultry, 3% of equine and
1% of goats.

Under the Nitrates directive, nearly 45% of theioral territory is classified as vulnerable

zone (against 51% on average for EU-25). The measufrnitrates concentration are carried
out in 42 agricultural basins spread throughouh€&egwith the exception of North and South-
East). According to the French Institute of the iEmvment, these levels are, on average,
20 mg/f in agricultural areas against 12 mg/l in urbaresrand 3mg/l for the other zones.

In agricultural areas, these results, however, vgngatly depending on the agricultural

specialization and level of intensification.

- For freshwaters, nitrate levels are particuldmlyh in regions with intensive farming
(Brittany and to a lesser extent Pays de la Lomey in areas of field crops
(Champagne-Ardenne, Centre, Poitou-Charentes agdlelFrance). The nitrogen
balance is balanced in the regions extensive dgrreu(Massif Central, the Alps and
the Mediterranean regions).

- For groundwater, nearly half of the control peimatre classified as average (between
20 and 50 mg/l) or bad (more than 50 mg/l). Over fast ten years, a significant
increase in concentrations was observed for omé diithe control points, a significant
decrease was observed for one fifth of them.

Phosphorus

In France, agriculture accounts for 90% of phospsdiows from the ground towards water
(53% for mineral fertilizers and 37% for organictiiezers), but is liable only 25% of the
phosphorus in water. This is due to the fact tigaicalture uses phosphorus which is not very
soluble. The transfer in the water is not directlike for the phosphorus of human and
industrial activities.

The increase of phosphorus levels in the watersvith, nitrogen, one of the main factors
responsible for eutrophication, mainly for freshevat This phenomenon increases in areas
with high animal density (all species combined) amith intensive agricultural practices
(Brittany). The proliferation of green algae affe¢he majority of rivers and reached high
levels for 30% of them. On the coast, green alga® more and more abundant.
The proliferation of toxic plankton causes somesrtige temporary ban on shellfish farming
activities.

 According to the standards of the World Healthaigation, drinking water must contain less thamfQof nitrate per litre
of water.

8 Unlike nitrogen, phosphorus is not very mobilehie soil. There is risk of leaking only by erosimnif the storage capacity
of soil is exceeded.
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The pesticides in water

The volume of pesticides used in France is dedinifihe tonnage marketed (active
substances) decrease from 120 500 tonnes in 1992 &0 tonnes in 2006, representing a
decrease of 40% of volumes. However, this developnseattributable, in a part, to a higher
concentration of the substances used.

According to the French Institute of the environtemater contamination by pesticides is
widespreadl Some active substances were found in 2005 in 81%e control points of
surface water and in 55% of the control points @ugdwater. Among the 408 substances
searched in surface water, 229 substances have fbead. Among the 373 substances
searched in groundwater, 166 substances have bard.fThe active substance which is the
most frequent is the Atrazine (55% points).

The levels of contamination are often significdfdar surface water, 36% of the control points
were ranked "average or b&4'The groundwater quality is classified "poor ta'bm 25% of
points of control (this means that a specific treatt is necessary to produce drinking water).
With the current tools of observation, it is stifficult to know the trends in the medium and
long term. The evaluation method of contaminat®nat still precise enough and the control
points are not yet stabilized.

Irrigation

In France, irrigation of farmland has known an imgaot development over a long period,
with the support of public policies. Thus, somesalthve been granted for investment in
irrigation equipment. During the implementationtbé CAP reform (1992) some premiums
were allocated specifically to irrigated crops.

The irrigable surface is potentially 10% of farndanor about 2.7 million hectares.
The irrigated area is sometimes lower than thastiold according to the intensity of rainfall
and the types of implanted cultures. The quantitwater used for irrigation is estimated at
4.5billion m3, of which about three-quarters corfiesn surface water. Irrigation accounts for
about half the volume of water consumed in Fragoagumption not returned to the aquatic
environment). It concerns mainly maize grain and tesser extent, orchards and vegetables
crops. It is developed in the South-West and CearftFeance and in the Rhone Valley.

The development of irrigation has caused, in sonases, environmental damage.
Indeed, it leads to a deterioration of the ecolalgsituation of some wetlands (by reducing the
flow of water); it contributes to water shortagesridg summer, to the detriment of the
inhabitants or natural environments; it undermitessustainability of many aquifers.

For several years, irrigation of farmland is stakid for three main reasons: i) the French
State (prefectures) limits sometimes the waterfaisigrigation, especially during the summer;

i) the selling price of crops has sharply declirf@ith the exception of the conjuncture 2007),
while the costs of irrigation equipment increaggthe technologies used by farmers allow to
better adapt irrigated water flows to the real sesfplants.

° The consequences of these pesticides excesseseiag investigated. Suspicions of potential impaats
mentioned: carcinogenic risk to humans; abnorneslith fish reproduction; disappearance herbariurivérs..

1% For most molecules, this corresponds to an ovesfuhe threshold of 0.4g/l in surface water and of O/l
in groundwater.
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* Air Quality
Emissions of greenhouse gas

According to estimates made by the United Natidmance is responsible for 3% of global
emissions of greenhouse gases (GHG). They repremerverage, 9 tons of carbon dioxide
(CO2) per capita. In proportion to population, esiuas are below those of some others
industrialized countries members of the Organisatior Economic Cooperation and

Development (OECD). This is mainly due to the sfraontribution of nuclear energy to the

national production of electricity.

With considering just the gross emissions (i.ehaut taking into account the carbon storage),
the agricultural sector contributes for 18% to tibial emissions of greenhouse gas (GHG) of
France. The emissions from agriculture have falbgn 11% between 1990 and 2005.
Thus, agriculture lies in third place behind thangport (26% in 2005, with an increase of
22% over the period 1990-2005) and the manufaguridustries (21% in 2005, with a drop
of 20 % over the period 1990-2005). The agricultanaissions are mainly due to two gases:

- The methane (CH4). In France, emissions of metl{ad% of GHG in 2006) fell by
18% between 1990 and 2006. The CH4 emissions comenly from agriculture,
through enteric fermentation and animal manureh@lgh emissions from agriculture
/ forestry have decreased by nearly 7% over thegd990-2006, the relative share of
this sector in the total is higher in 2006 (74%rthn 1990 (66% ). The decline in
methane emissions is mainly related to the interadibn of milk production
(reduction of dairy herd and augmentation of theddyper cow).

- The nitrous oxide (N20). In France, emission®NaD (14% of GHG in 2006) fell by
30% between 1990 and 2006. The N20 emissions ameaiily due to fertilisers
spread on cultivated land (mineral fertilizers amganic fertilizers). The emissions of
N20O from agricultural and forestry fell by 15% sn@990. However, the share of
agriculture in the total emissions has increaseah(f69% in 1990 to 83% in 2006)
because of the drastic reduction observed in inegs(29% of emissions in 1990 to
only 13% today).

In France, the emissions of carbon dioxide-CO2-(1®PK5) have increased by 34% over the
period 1960-2006, but 2% since 1990. Agriculturd @orestry are involved for just 2% in the
total emissions. The main concerned sectors aré n@asport (33%) and manufacturing
industries (24%). The agriculture and forestry @extcan limit the presence of CO2 in the
atmosphere by trapping carbon in soil and the dsmadbon for plant growth. Furthermore,
they limit emissions in other sectors through thedpction of biofuels and biomaterials.

According to some estimates made at the national,lehree billion tonnes of carbon are

stored in the French soil. This carbon can be gdgrtieleased into the atmosphere according
to the strategies adopted in terms of crops rotatt@rests play a very important role on this
point: plant growth represents, each year, 12%ehtational emissions of CO2.
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The local emissions in the air: ammonia and pesési

The ammonia (NH3). Agricultural activities are respible for almost all of ammonia
emissions (740 000 tonnes in 2006, representing @B84tal). These emissions, which come
from animal manure and mineral fertilizers, fell B9 since 1990. This is due to a
combination of three factors: a decline in the namiif dairy cows (as a result of improving
yield of milk per cow); a better adaptation of fiezer inputs to the needs of plants;
a modernization of the livestock buildings.

The pesticides. Emissions of pesticides in thecair vary between 1% and 30% of the total
volume applied. They are closely related to agtizal practices and to the conditions of use
(weather, precision of the sprayers).

The production of biofuel in substitution of fossiergy

In France, biofuels should represent 7% of fogsld in 2010 (against 5.75% at Community
level). The development of biofuels, in substitotiof fossil fuels, is likely to reduce
emissions of carbon dioxide. In 2007, biofuel prct¢hn is estimated at 950 000 tonnes of
diester (mostly from rapeseed) and 230 000 torhanol.

* The quality of soil and sludge

The erosion and reduced rates of organic mattetwarenajor concerns in terms of quality of
soil (soll fertility). However, it is difficult toquantify the impact of these phenomena on a
national scale. The observations are done mairdylatal scale.

In addition, nearly 60% of sludiefrom wastewater treatment (cities) are spreacaomiind

(it involves less than 1% of the UAA). It is an @owmental service provided by the
agriculture to the community (on a voluntary basfjcording to observations made so far,
there is a willingness to increase the distancevdxn cities and places where sludge are
spread. Similarly, the development of compostingised to reduce odours (but it has the
disadvantage of reducing the levels of nitroger)ese applications are subject to strict
regulation. For now, there have been no seriouslents related to the spreading of sludge
from urban areas.

The PDRH and its environmental implications (objes, principles and tools)

In France, as in other EU member states, the emvient is a central element of public
policy*2. Thus, it occupies an important place in the raelopment programme for the
period 2007-2013. In the construction of the PDR&tjonal authorities have considered that
it was strategic to reduce threats to wildliferdélowater, soil and air. These threats are related
to urban sprawl, development of economic activjtiagricultural intensification and the
excessive concentration of production. In Franued goals are assigned to the PDRH:

! For several decades, France has set up sewatredréglants under the public policy which aimpteserve
the quality of natural waters. The wastewater iBected and sent to sewage treatment plants winene dre
processed. At the end of the treatment, the pdrifiater is released into the natural environmdnternains
residues that are sludge. They are composed of aatesolids (containing minerals and organic mhatte

2 The Charter of the Environment said in its preantbht the preservation of the environment mustdaght in
the same way as other fundamental interests afatien.
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- Maintain a balanced occupation of the nationaittey by ensuring the continuation
of farming in disadvantaged areas. This is an disdeelement for maintaining
biodiversity and preserving landscapes.

- Preserve the natural resources through the dewvelot of a sustainable agriculture.
This is planned in the continuity of some generagpams (Natura 2000, Directive on
water, climate plan).

- Promote the forest (a sustainable instrumenthef territory occupation) by the
prevention of natural hazards and the expansidheoivood production.

The PDRH measures are applied on a voluntary ba@bkiss, in order to receive aid, farmers
must sign a commitment with the government. In @oldi the PDRH measures are
implemented under the principle of subsidiarityisTbhoice was made considering that local
actors are often better placed than the nationtidoaities to define the precise content of
certain actions (definition of measures environraliytfriendly, definition of the priority
areas for action).

To reach its environmental objectives, the PDRHuitkes the following tools:

- The agri-environment measures. These are commitmmade for five years by
farmers to develop agricultural practices whichereironmentally friendly.

- The economical compensation of natural handic8psh aids can be used to support
the income of farms located in disadvantaged arBlasse farms must comply with
environmental rules. This aid is an important eletmi®r maintaining agricultural
activity in these areas (and hence for the maimemaf spaces and biodiversity).

- Aids for investment. They help to promote investts (in farms or in industries) that
could have a positive impact on the environment.

- The training of people in the rural areas. Itpselo educate people to environmental
issues, disseminate best practices, and give alrataive to investment choices.

- Aids for the implementation of the PDRH stratemd its animation. These aids are
useful because that the national authorities hataned two principles: volunteerism
and subsidiarity.

3.7.2. To what extent have reductions in Pillar 1 gyments exacerbated or constrained these
trends?

The impact of agriculture on the environment degenidl a number of factors. The combined
effects of these factors are complex. The amourtiretct aid per farm is one factor among
many others. The relationship between agricultaeenvironment depends on how the direct
aids are allocated between different categoriermohs; instruments used to regulate supply
(quotas, mandatory set-aside); prices of inputs anguts. Before addressing more directly
the issue, experts have stressed several points:
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- The granting of the direct payments from thetfptilar is, since 2003, closely linked
to the respect of EU rul&s(in terms notably of environment). The principfeccoss-
compliance is considered by experts as positivéh®renvironment. It is at least much
better than the situation that prevailed before32@xperts point out that farms are not
identical to face possible sanctions from conddidy. Indeed, the economic impact
of the cross-compliance is potentially limitééh farms where the amount of direct aid
is low. The taxation of the negative externalitiesuld have more direct effects on the
environmental behaviour of farmers.

- The requirement to maintain a certain proporbdmpermanent grasslands in the total
agricultural land is considered a useful point fbe environment. The permanent
grasslands have positive effects on landscapesliveisity, water quality, erosion
prevention and storage of carbon. The decline efridérbivores herd (especially dairy
cows) and the development of cereal crops are rfadttat encourage, for several
decades, lower surfaces of permanent grasslandsahte, the decline in permanent
grasslands has been, however, less rapid in rgears.

- The rules for good agricultural practices, set authe national level, also have a
positive impact on the environment. They are dex=igiio meet the following
objectives: reduce soil erosion; maintain the aitsoil organic matter; conserve soil
structure; provide a minimum level of maintenanoen{mum of livestock density,
protection of permanent pasture, and so on). Imdgafive measures have been
privileged:

B Measure 1. A minimum proportion of arable crops (3&as to be used as
"surfaces for environment”. For these surfaces ¢wlaire implanted in priority
along the rivers), the farmer should not apply ipet or fertilizers.

B Measure 2. The non-burning of crop residues.

B Measure 3. The diversity of crops rotations. Earimer must establish at least
three different cultures in its rotation.

B Measure 4. The control of the irrigation systemchEarmer must have a debit
authorization and a means to evaluate the volumléscted.

B Measure 5. The minimum maintenance of land. Thisukh prevent the
development of unwanted weeds and the proliferaifdmushes.

13 Since January 2005, direct aids of the first pillee allocated to the condition that farmers resf@ directives
and regulations. Three areas are concerned: the fngalth of animals and plants (11 texts); thevah welfare
(3 texts); the environment (5 texts). For the eswinent, the guidelines concern the conservationildf birds;

the protection of groundwater against pollution ssali by certain dangerous substances; soil proteetiten
using sewage sludge in agriculture; water protaciigainst pollution by nitrates; conservation ana habitats
(wildlife and wild flora).

4 The respect of the cross-compliance is contraigdhe Member States. When the cross-compliancets
respected, the farmer is penalized by a reducticanaabolition of its direct aids. The level of thenalty varies
depending on the severity of the damage and pemsist It is 5% maximum in case of negligence;
15% maximum in case of repeated negligence; 1580086 in cases of intentional mistake.
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The decoupling of direct aids is theoreticallyteeadapted than the guaranteed price
system to improve the relationship between agucelt and environment.
The incitation to intensification is, indeed, legaportant because the financial
supports are not directly related to the produashtjties.

During the implementation of the decoupling, Fe&mas not sought to support more
the agricultural systems which are the most enwmremtally friendly. Article 69 of
Regulation No. 1782/2003 has not been applied. dtmeunt of the single farm
payment was determined on the basis of the 200@-28€erence. Therefore, the
amount of the single payment per hectare is higimerthe intensive farms
(see Annex 4). The dairy farms which produce cdags have, for example, a single
payment per hectare significantly higher than ddé@yms with pastures. Similarly,
farms using irrigation also have a higher amouantbthers.

The introduction of a full decoupling could hawad, in France, some negative
implications for the environment. Indeed, the dgdimg is likely to lead to a

concentration of agricultural production in regiomsth comparative advantages
(which are often those where the concentrationroflyction is already high). In this
sense, experts believe it is preferable to maingicoupling for the premiums to
suckler cows and sheep (in its proposals of 20 1238, the European Commission
has accepted this possibility). With a decouplirigtheese premiums, some farmers
could be encouraged not to produce while respetti@gules of conditionality. This is

particularly true for farmers with limited fixed st (financial charges and
depreciation) and a low economic efficiency. Fabde crops, the application of a full
decoupling does not lead to the same problems ¢edlyewith high prices)

The choice which was taken in 1992 in favourhs set-aside (to limit the European
grain production) is the subject of debate. For eamperts, it would have been
preferable for the environment to incite farmersréaluce the inputs (fertilizers,
pesticides). Following the recent proposals byEoeopean Commission (deletion of
set-aside from 2008), other experts stressed thaas important to preserve, within
the framework of the future CAP, some environmemrtahefits of the set-aside.
In France, the set-aside accounted for 1.2 miliectares in 2007.

Milk quotas play in France, a fundamental roleland management, particularly in
mountainous areas. The dairy farms occupy more tran quarter of the national
UAA. In 1984, quotas were determined on the babimitk production achieved in
1983 by each producer. Unlike some other membé&gsstthe French government has
banned the establishment of a free market for opi&tas. Thus, the redistribution of
guotas between milk producers is carried out byatth@inistrative authorities within
each department (according to rules known in ads)anthis mechanism limits the
concentration of milk production in the most conipet. Therefore, the milk
production in mountains has not decreased sincetywie years. The milk price is
often higher in mountains areas, thanks to the etendy of cheese with high added
value (especially in the Alps and the Jura). Nénadess, the cost for collecting the
milk is more important and the gains of labour prctdsity in farms are lower.
The abolition of dairy quotas in 2015, as forechddy the European Commission,
could have adverse environmental effects, espgdfail is accompanied by a strong
geographic concentration of production. At leasb tfactors should attenuate this
phenomenon: i) the dairy industries will sign caots with producers to secure their
supply volume; ii) some specific aids could be give dairy farms which are located
in mountains (according to the Article No. 68 of Eggulation).
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In addition to these comments on the overall fuimitig of the first pillar, experts believe that
a decrease of supports from the first pillar catepially have a negative impact on the
relationship between agriculture and environmermweler, they indicate that the decline in
direct aids must be significant (i.e. above theeshold of 5%) so that this impact is
noticeable. They believe that farmers will be mle$s sensitive to changes in the indirect
supports (refunds on exports, storage costs, &i@)l cases, a decline in the direct aids of the
first pillar can not, in their view, have positieffects on the environment (at best, the effect is
neutral).

According to experts, a decline in direct aids bé ftfirst pillar (without redistribution)
promotes the expansion of farms and intensificatibagricultural production. In this case,
farmers are encouraged to make productivity gaingditierent levels (labour, land or
livestock) to limit the economic loss. At a colleet level, a concentration of the production is
expected to the benefit of the most competitivagrén addition, a decline in direct aids led
to decrease the dissuasive role of the cross-cangdi Indeed, the economic sanctions
become lower (because they are applied on a lomeuat of subsidies).

Experts point out that some factors could have rednttory effects on the environment.
To better understand the meaning of this remakettample of the geographic concentration
of milk production is useful. Following a decline direct aids and an abolishment of the milk
quotas, several trends are possible regarding théroement. Two negative impacts:
an increase of water pollution (intensificationppbduction on smaller areas); a deterioration
of the landscapes in mountain areas; one positiyact: a decrease in emissions of methane
in the atmosphere (the number of cows decreasewdugher milk yield per cow).

3.7.3 Have these effects been offset by the additad money available for Pillar 2?

Direct aids of the first pillar of the CAP are natlocated to farmers according to
environmental considerations. However, a declinsupport can be applied in cases where
environmental rules (European and French) are esgercted. In 1992, direct aids have been
determined so as to attenuate, for each farm, ¢beoenic impact of declining institutional
prices. They were attributed to production fact@rectare or head of livestock), then they
were partially decoupled from 2006. It should béedathat in France, the implementation of
the decoupling has not resulted in a redistributtdndirect aids between farmers and/or
regions (regionalization of the single payment has been applied, nor Article 69). For a
given production sector, the amount of direct &dm the first pillar is often more important
(per hectare or per farm) in the intensive farms.

According to experts interviewed, direct aids oé teecond pillar have a greater impact
(and also a more direct impact) on the environntleaih those of the first pillar. Indeed, the
criteria for granting direct aids of the secondapilare different: i) they are allocated under
certain conditions such as the geographical losatio the agricultural practices (livestock

density below certain thresholds, proportion ofsglands in the UAA, Etc.). ii) they are

allocated under a contractual agreement betweemefarand government iii) they are capped
by holding (unlike the direct aids of the firstlaf); iv) investment aids are allocated for a
precise project (setting-up of a young farmer, moiation of the farm buildings, etc.).



Modulation (article 10 of Council Regulation n°17820®3) - Case Study Report for France 54

Thus, experts believe that the modulation of diads (ie the transfer of support from the
first towards the second pillar) has an overallifpgs impact on the relationship between
agriculture and environment. However, they beliévat this impact is limited because the
collected funds are modest. Moreover, they indithéd the funds of the rural development
programme 2007-2013 are, in France, lower thanethamfsthe programming 2000-2006.
Then, they consider that it is difficult to isoldtee specific impact of modulation, especially
because the funds have not been focused on ohe ®QRH measures. Finally, they mention
that the environmental impact is not uniform betwdéarms and between regions (due to
regional distribution of PDRH funds). The enviromt® impact is positive for the
disadvantaged areas (mountains) and the farms ewténsive systems (dairy, cattle and
sheep). It is also positive for intensive livestotkrms which receive aids for the
modernization of their buildings. It is, howeverom neutral in the regions and farms
specialized in cereals, wine, horticulture and vaigies.

3.7.4 To what extent do different levels of decreas in P1 payments result in changes to land
management practices? For example:

In France, farming practices are mainly influenbgdthe changing relationship between the
price of land, the price of inputs (fuel, fertilideand pesticides) and the price of agricultural
products. In 2007 and 2008, the strong increaséhtprices of fuel, nitrogen, phosphorus or
feed stuff has a significant impact on the prodigcstrategies of farmers. The rising price of
land (+3% per year on average) is also a factot #mwourages the increased level of
production per hectare. The cultivation practices a@so influenced by the soils potential,
the climate conditions and the new technologiesp{ovement of the precision of the

equipment used to spread fertilizers and pestigides

Since the implementation of the decoupling, dieeds of the first pillar have a low impact on
cultivation practices (except through the rulesitesd to cross-compliance). Farmers are now
certain to benefit from direct aids (at least thede are decoupled), whatever the crops
implemented. In this context, the optimization bé tprofitability is realized without taking
into account the direct aids in the calculations.

According to experts, a slight decrease in diréts af the first pillar of the CAP (5%) has a
marginal impact on the agronomic choices. The @somf crop rotations and inputs use are
not taken in relation with the amount of directsai@ihe use of inputs (fertilizers, pesticides) is
mainly due to the expected yields (in logic of nmaizing the farm income).

With the decoupling, farmers who wanted to move @8 a less intensive system are
comforted. They can keep the direct aids amountiesd| through an intensive system, even if
they adopt tomorrow a more extensive system. Taukgcline in direct aids of the first pillar

does not change the interest that a farmer can kbavase a system which is more
environmentally friendly.

In the event of a sharp drop in direct aids offtret pillar, the productive changes would be
obviously more important. It would lead to a cessabf agricultural production in the less
competitive farms. This would increase the size tbé perennial holdings and the
intensification of agricultural production in areakich have comparative advantages.
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3.7.5 Please break down your responses by farm typsd size where possible and highlight if
these impacts are related to a specific geography farming system (i.e. arable, intensive
grazing, extensive grazing, upland)

The farm specialized in arable crops

During the years 1960-1992, the price structurenpiits and output has encouraged farmers
to increase grain production. The prices of inp(iiéstilizers and pesticides) were weak,
especially compared to the positive economic implaey had (due to the augmentation of
yields); the selling price of grain was high (unled guaranteed price); the price of
agricultural land were high. These factors havetteiticreased use of inputs, to intensification
per hectare and an increase in the size of farmsiffner labour productivity). To minimize
risk and maximize their income, it was preferalolefermers to use a quantity of inputs which
exceed the real needs of plants (rather than tekegk of insufficient quantities).

Following the CAP reform of 1992, falling grain pes and the granting of direct payments
per hectare were theoretically likely to encourggain producers to adopt more extensive
systems. Observations made since then show thanthisonmental effects have not been as
favourable as those expected: the allocation a@fctliaids per hectare has induced, in some
regions, a decrease of the permanent grasslaratgjrgy premiums for irrigated surfaces has
encouraged the development of irrigation (the waler irrigation is almost free);
the development of thrifty systems (low use of itspus limited by the fact that they are more
exigent in terms of techniques and time.

The implementation of the decoupling in 2006, thpid increase in input prices (especially
since 2007), the gradual capping of the cereatlyiéver the past few yearsand improved
technology are the main factors that affect curagmicultural practices. The new technologies
used allow to better adjust the quantity of inpiotshe needs of cultures. A simplification of
agricultural practice (such as the direct seedisghcreasingly used to limit working hours.
In France, the direct seeding is developed for baifaces of wheat (against the quarter in
2001). In farms over 400 hectares, where the cainssr of work are more important, this
proportion rises to three quarters.

In its proposals of 20 May 2008, the European Cassian proposes that the decoupling of
direct aids becomes total in the arable sectois (t5% in France). With a full decoupling,
the direct aids will have a minor influence on #gronomic practices (with the exception of
requirements for cross-compliance). Thus, a dedtindirect aid will not alter the choices of
farmers in relation to quantities of inputs use@rmps rotations.

The intensive farms with herbivorous

The analyses outlined above also concern the inefgrms with herbivorous (because they
often cultivate some cereals).

'3 |n France, the yield wheat in 2007 (64 quintalajsower than the situation of 1997. Growth of yreds has
been continuous since the Second World War (16tajsiper hectare in 1946). It has stabilized irentgears.
With 4.5 million hectares, France is the largestdoicer of wheat. Yields are high, but below thoE&ermany
or the United Kingdom.
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Until the CAP reform in 2003, the milk sector wasg noncerned directly by the direct aids of
the first pillar. Nevertheless, the dairy farms evandirectly concerned through the others
agricultural productions (cattle, cereals, etchje premium to the surfaces of forage maize has
reinforced economically intensive systems. Betwed®92 and 2006 (date of the
implementation of decoupling), farmers had an gdelin keeping their surfaces of forage
maize for receiving premiums. Since 2006, the sibnais different. They can abandon the
forage maize while retaining a portion (75%) ofedir aids associated with this culture.
The dairy farms which are the most affected by eige in direct aids of the first pillar are
those with an important milk quota, arable cropd bBovine males. In the specialized dairy
farms with a high proportion of grasslands, diads of the first pillar concern only the direct
payments granted per tonne of quota (35.5 eurogqguere in 2008). These payments are
completely decoupled, so they do not affect agiucal practices.

For the intensive farms with cattle, direct aidgha first pillar play, since 1992, a key role in
the farm income (see Annex 4). Like for dairy fasrtiee use of forage maize can not be
explained solely by the fact that this culture reeg premiums. The surfaces of forage maize
were already highly developed before 1992 and @iars2008 (despite the implementation
of decoupling in 2006). In areas where the avditghof land are limited (as in the west of
France), this culture allows to produce more milkl deef per hectare than systems based on
the grasslands. Moreover, this culture is consdienere compatible with the requirements of
farmers in terms of work efficiency. With the depbng, a decline in aids of the first pillar
affects income but does not change the productieees.

The extensive farms with herbivorous

In the extensive farms with herbivorous, the amoohtdirect aids from the first pillar
(per farm, AWU or hectare) is generally lower that of intensive units, for several reasons:
i) they have a lower volume of agricultural prodosct (the amount of direct aids is
proportional to production factors); they have fewable crops (including forage maize);
they have few bovine male. Therefore, the direds af the first pillar concern mainly the
premium granted to milk quota (decoupled paymesig)kler cows (coupled payments), ewe
and goat (coupled payments).

In these farms, grasslands (permanent and temparvacypy a very important place in the
UAA. The use of pesticides is low. The spreadingnarieral fertilizers is limited through the
use of organic fertilizers. If the measures of siaeond pillar (PHAE and ICHN) have an
impact on cultivation practices, this is not theeaith those of the first pillar.

The farms with pigs or poultry

In these farms, intensive and highly concentratethé west of France, agricultural practices
are clearly influenced by the environmental rulése amount of direct aids from the first
pillar of the CAP is low, especially in proportidn the turnover (see Annex 4). Thus, a
variation of these aids has no impact on the princeichoices (especially because these aids
are, for most of them, decoupled).
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3.7.6  What are the likely environmental impacts ofthe redistribution effects of the shift of
funds between different farm types and sizes ?

Before providing some arguments to answer to thestion, it is worth recalling three points

on the funds issued from the modulation: they ame in proportion of the total amount of

direct aids granted to agriculture; they are natused on one specific PDRH measure;
they are not distributed equitably among differeategories of farms.

For the most farms specialized in arable crops,etiMronmental impact of modulation is
very low or negligible. For 98% of these holding8TEX No. 13), the modulation led to
economic loss (Annex 5-7). The second pillar regmées only 6% of their total amount of
direct aids. Nevertheless, the environmental impantbe positive for farms that benefit from
the agri-environmental measure focused on the sliyerof cultures and the types of
rotations®. This measure aims to improve water quality anpratect biodiversity by limiting
the development of bio-aggressors and the use ticiges. More generally, the
environmental practices of these farms (whatewvar #ize) are influenced mainly by the rules
relating to the cross-compliance and to the goot@tural practices.

For farms with herbivorous (milk, cattle and sheefi)e environmental impact of the
modulation is generally positive. However, the imfgadiffer according to the geographic
location of the farm, its size and its technicateyn.

- The environmental impacts of the modulation dearty positive for the small farms,
the farms with extensive systems and the farmgddcim disadvantaged areas. Indeed,
these farms are directly concerned by the two nmagmasures of PDRH, namely
measures No. 211 +212 (compensation of natural itaos) and No. 214 (agri-
environment). These measures represent half taeR&IRH funds for the period 2007-
2013 (see point 3-7-7 for details).

- The environmental impacts of the modulation dteroweak or neutral for the farms
with intensive systems located in plain. Howevieeytare positive for farms that benefit
from aid for the modernization of livestock builgs(see item 3-3-7). In France, a high
proportion of these farms are located in the "tetraulnerable zones". In these
vulnerable zones, farmers must have sufficientagi@rcapacity for the manure;
they must comply with prohibition periods for spey the manure; they must register
their fertilization practices (nitrogen). Approxitedy 37 500 farms had been concerned
by the first program to control the agriculturallppon (PMPOA 1, period 1994-2000)
which provided aids for the modernization of livasdt buildings. For 2000-2006, the
PMPOA 2 has involved 53 000 farms (for an averadpsisly of 12 000 euros per farm).

The farms specialized in pigs and poultry receiweery low amount of direct aids from the

rural development (1 200 euros per farm for unitshe OTEX No. 50, see Annex 4-34).

Therefore, the modulation has a marginal impactthan environmental practices of these
holdings. They are primarily influenced by the mulgf the conditionality. Nevertheless, the
PDRH measure regarding the training of farmersteare an indirect impact on agricultural

practices. It is difficult to quantify this impaand only a small proportion of producers are
concerned. This is also true for other productimitsculture, horticulture, gardening, etc.).

'® This PDRH measure is financed mainly by the Frelfihistry of Agriculture (180 million euros over eh
period). The aids (32 euros per hectare) are cagp@d00 euros per year and per farm. To berrefit this aid,
farmers must respect, during 5 years, the followiots: a minimum of three different cultures égjuired on
the same plot of land (over 5 years); a same @ltan not be used two times successively; the orajm must
be less than 45% of the UAA.
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3.7.7. Which of the Pillar 2 measures implementechiyour Member State have the greatest
impact on the environment? What is the nature of tese impacts?

The PDRH measures of axis 2 are those that havgrdeatest impact on the environment.
For the period 2007-2013, the axis 2 is 7.47 bhilleuros (or 54% of PDRH), including

3.08 billion euros from FEADER. The Axis 2 regrougight measures, but two of them are
particularly central (92% of the axis 2 - see Anr@d): the measure No. 214 (agri-
environmental measures): 3.48 billion euros (46%hefaxis 2), of which 903 million euros

from EAFRD; measures No. 211 +212 (compensationnfural handicaps): 3.42 billion

euros (46% | 'Axis 2), including 1.88 billion eurb®m FEADER. These two measures are
those whose influence on the environment is the imgsortant (among the PDRH measures).
The aids granted for the modernisation of livestbakdings (Measure No. 121, see 3-3-7)
also have a positive impact on the environment.

* The agri-environmental measures

In France, the measure No. 214 is complex becausdudes 9 devices.

The PHAE 2 (premiums for grasslands) is the mospontant PDRH device for the
environment (device A - at the national level). Sipremium was already included in the
previous rural development program 2000-2006, bateschanges were made to enhance the
environmental impact of this measure. This premisimrimarily financed by the Ministry of
Agriculture. It represents an amount of 1.9 billeuros for the period 2007-2013, i.e. 55% of
funds allocated under the measure No. 214.

The PHAE is allocated to approximately 52 000 fariftsey cover a quarter of the national
grassland areas (permanent and temporary). Ne@%y af the PHAE funds are allocated to
farms located in the mountains (Massif Central,sAByrenees and Jura). For these mountain
farms, the amount of this aid is, on an averag®)®euros (i.e. 10% of the farm income).

This premium (PHAEZ2) aims to stabilize the grasssarparticularly in disadvantaged areas.
This premium aims to promote biodiversity on farargl to maintain practices which are
friendly to the environment. This premium is attidd because grasslands provide several
non-market services to society. They maintain thoeglilsersity; they protect the soil from
erosion; they help to structure the landscapey; ghee a good image to sell the agricultural
products. In addition, grasslands established foeraod of more than two years are generally
thrifty in inputs (fertilizers, pesticides and eggr. This amount of this premium (76 euros per
hectare) is limited to 100 hectares per farm. Timgases concerned are temporary meadows
and permanent grassland. The surfaces of moorshensummer mountain pasture can also
benefit from the PHAE, but the aid is reduced (aelr@g on rules set out in each department).

To benefit from this premium, farmers must haveiaimum share of grassland in the UAA
(this rate, ranging between 50% and 75% is detexthby department) and a livestock density
lower than 1.4 LU/ha. The beneficiaries must regpdaring five years, the rules of
conditionality and the terms of reference of theABH The contract concerns notably a
maximum level of fertilizers (mineral and organi@r hectare and per year (125 units of
nitrogen, 90 units of phosphorus and 160 unitsatbgsium) and the non-use of pesticides.
It is important to notice that the quantity of fiezers used is limited for each plot of land and
not for the farm as a whole. The beneficiaries nmintain some elements of the biodiversity
up to 20% of the total surfaces. The reversal wiprary grassland is allowed but within the
limit to 20% of the total grasslands.
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The other agri-environment measures (No. 214) lassified into three categories:
- Device A (measures with a precise geographicdtng).

These measures represent 38% of the total fundstegrato the measure n°214.
They aim to preserve water quality and to limit ¢egradation of biodiversity. They are
geographically targeted to deal with specific tkgsedhey relate to the requirements of
Natura 2000, the Water Framework Directive and Bivels and Habitats Directives

(excluding Natura 2000).

- Another national device (in addition to the PHAE)

The device B. It concerns the aids granted to fesn@ encourage crop diversity and
rotations between crop types (3-7-6).

- Six devices with a national specification, buthva regional implementation

The device C: “systems with a low inputs use”.dltrestricted to farms that can not
benefit from the devices A, B, D and E. The benafies must have efficient systems
inputs (limiting the use of fertilizers, pesticid®sd concentrates).

The device D: “conversion to organic farming”. topides aids (to cover the additional
costs) to convert farms (in part or in full) to argc farming. This aid is paid per hectare
(example: 200 euros per hectare per year in ancnagd). The farmer commits for
5 years to meet the specifications of organic fagni

The device E: “maintenance of organic agricultuidiis device is designed to support
the organic farms. These farms participate podjtite the water protection and the
preservation of biodiversity. These aids are pa&digectare and depend on the types of
crops (example: 100 euros per hectare per yeannna crop). The devices D and E
represent only 5% of funds from the measure n° 214.

The device F: “protection of endangered breeds’s Tevice is intended to help the
farmers which have animals belonging to local bsedltteatened with extinction.
The conservation of purebred animals is a requintnfi@ maintaining biodiversity.

The aid is 50 euros per LU per annum (cattle, shgegits and pigs).

The device G: “preservation of plant resources pgdeed”. This device is intended to
promote conservation and reintegration of old plarieties or of plants threatened by
genetic erosion. The amount of aid per hectareesatepending on the types of crops:
52 euros for annual crops against 400 euros foetabies crops.

The device F: “improving the potential for pollir@t of bees”. This device is intended
to encourage the presence of hives in strategasdreterms of biodiversity (even if it
led to a decline in the yield of honey). The aides at 17 euros per hive per year.

* The compensation of natural handicaps the monrigaims

The measures No. 211 and 212 (3.4 billion euroghferperiod 2007-2013, including 55% of
European funds) aim to support farmers locatedsadvantaged areas. This aid contributes to
a harmonious distribution of agricultural activitien the territory and to the preservation of
the landscape.
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Since 2001, this aid (ICHN) is attributed by heetavith a ceiling of 50 hectares per farm.
The amount of aid per hectare varies, dependintp®mzone, between 55 euros (piedmont
zone) and 220 euros (area of high-mountain). Thdeisamore important for the 25 first
hectares. For the farmers who practice transhumahiseaid is 10% higher in mountain
areas (and high mountain) and 30% in piedmont afé& aid concerns the fodder
surfaces in mountain areas and high mountain. Tvated surfaces which are not
eligible to direct payments (by the CMO) are alsmaerned: wines, fruit, medicinal
plants, plants for perfume.

To receive this aid (ICHN), created in 1974, farmerust be located in disadvantaged
areas and stay there for five years. They must theefollowing conditions: have at least
3 hectares of agricultural area and at least thitkeéhave the buildings of their farm and at
least 80% of their land in disadvantaged arease baleast 50% their professional income
comes from farming. At the environmental levelytimeust respect the livestock density
(minimum and maximum) defined at the departmeetzIl

According to experts, this aid (ICHN) has a sigrdfit positive impact on the
environment, even if the primary objective is t@port farmers' incomes. These effects
are mainly the preservation of biodiversity andlssapes.

This aid (ICHN) concerns in France, 4.3 million tages (2.4 million hectares in mountain
areas and 1.9 million hectares in other disadvactageas). Nearly 100 000 farms benefit
from this aid, including 54 300 in the mountainbeTaverage amount of this aid (ICHN)
is 6 200 euros per farm in mountain areas, i.elaatgr of the income.

3.7.8. How does the availability of additional fund for the Pillar 2 measures affect the nature
and extent of environmental benefits delivered withparticular reference to effects on:

The funds from modulation are, as already mentipaecbmplement to the EAFRD funds of
the PDRH. Therefore, the environmental impact eséhfunds is proportional to their amount
and to the environmental effectiveness of PDRH. &heironmental benefits of PDRH are
difficult to quantify in the short term. It will beecessary, of course, to wait several years
before establishing a precise analysis of envirartal@mplications of the measures applied
since 2007.

a. Resource protection (water and soils)

In France, the Water Framework Directive is a matigriority. Two programs are mobilised

on this point: a program focuses on the nitratesagcordance with the European rules),
a other program is focused on pesticides (withréaeiction by half in five years of the most
dangerous substances). The PDRH fits into this dvaonk. Several factors can have a
positive impact on water quality:

- The aids of the axis 2 of PDRH (agri-environmémnaasures and ICHN) are allocated
to the condition that farmers comply with the caiwdiality (cross-compliance).
To reduce water pollution by nitrates, farmers @aoelonger allowed to cultivate the
soil near ditches or rivers. Moreover, they musehsme minimum requirements for
using fertilizers and pesticides.

- The agri-environmental aids are generally grarttedarmers who use not a lot of
fertilizer and pesticides. Moreover, some funds grented for conversion to organic
farming.
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- The funds allocated to the modernization of ligek buildings (Axe 1 of the PDRH)
should help limit pollution.

- The use of water for irrigation is more contrdligonditionality).
- Farmers can patrticipate in training programméstirg to soil fertilisation.

- The good agricultural practice influences posityvthe soil protection (see 3-7-2).
Some measures of the PDRH will also have an infleem this point. This is notably
the case of agri-environmental measures targetedptcific geographic areas.
The support for forestry activities also has a pasindirect impact on soil protection.

b. Biodiversity

The French authorities have adopted a biodiversitategy for the remarkable areas
(Natura 2000) and also for the other areas (biogityeordinary). The national strategy has
several devices. For example, the state allowsttliwaprice of land rent is lower in case of
compliance with certain environmental practicegelise, it grants an exemption from taxes
for certain areas useful in terms of biodiversitgt(ire reserve, Natura 2000, national parks).

In areas that are not Natura 2000, several measafreghe PDRH contributes to the
maintenance of biodiversity: national measuresxi$ 2 (ICHN, PHAE) have a significant
impact on this point; the training for farmers @so help to better consider the biodiversity.

In areas Natura 2000, the PDRH patrticipates imnfiiieg the management of sites. The sites
of Natura 2000 are managed on a voluntary basie.cbnservation objectives are defined in
the “objectives document” of each site. This doconie made locally.

C. Climate change

In the continuity of commitments taken in Kyotoetfight against climate change is a priority
for the French government.

To reduce emissions of greenhouse gases, the goestrdeveloped a “"climate plan” that
affects all sectors of activity. For agriculturedafiorestry, some measures have already been
taken (energy preservation, methane production).eft its modest extent, the PDRH
contributes to this overall strategy by the awassnef farmers to rational use of fertilisers
(which can lead to lower emissions of nitrous oxidiewill also support the investments that
have a positive impact on air quality.

Regarding bioenergy, the French government's abaget to incorporate 10% of biofuels in

fuels by 2015 (and 7% in 2010). These goals areerambitious than those of the European
Commission (5.75% in 2010). To achieve them, twonemic tools are used: an exemption
from the domestic tax on petroleum products (piidiathe biodiesel and bioethanol and total
for the pure vegetable oils used as fuel in aguica); a tax is applied to distributors of fuel
who do not respect these targets.

The PDRH makes contributes very modestly to thigealve by three main measures:
the measure No. 226 relative to the forests, wheh a positive effect (but low quantity) on
the carbon storage; the measure No. 121-B, whlobaiks aid for environmental investments
that go beyond the standards (in the crop sectiog);measure No. 311 which concern the
diversification of activities (the sale of biogas Example).
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3.7.9. How does the availability of additional fund for the Pillar 2 measures affect the nature
and extent of environmental benefits delivered withparticular reference to effects on:

The funds from modulation were regarded as therd#®DH funds. Thus, they have no
influence on the development of specific Rural Depment measures (eligibility, targeting).
During the 2007-2013 programme, national authariseught to improve the environmental
impact of the second pillar. They have introducgd-anvironmental measures targeted at
regional objectives and they have changed the tondifor granting certain aid (PHAE
and ICHN). This evolution has occurred in the aomitly of certain criticisms levelled against
the agri-environmental measut®s Indeed, during the mid-term evaluation of rural
development programme 2000-2006, it was suggestathprove the policy readability of
AEM,; to improve the targeting of measures on keyés; to strengthen the role of regional
and local structures in the implementation of tHeVA

The decrease in support for rural development her geriod 2007-2013 (compared to the
period 2000-2006) has obliged the national autiesrib finance the PHAE on its own budget.

3.7.10. If not covered in 7.7-7.9 above, what ardé impacts of the availability of additional
funds for the environment through the following meaures:

See point 3-7-7 and 3-7-8.

3.7.11 Have negative environmental impacts been experiendefrom investments in non-
environmentally focused measures? If so, what arehése environmentally damaging
effects and which measures are these associatedh#it

As has been mentioned previously, it is still toarle to draw a clear analysis of the
environmental effects of measures adopted in 20@feed, it will be necessary to have
information on the medium term to address thisassu

The experts insist first on the positive effects tbe environment of rural development
measures. The aids granted for the young farmiyw &b promote the generational renewal
and, therefore, to limit the concentration of prottbn. The aids granted for modernisation of
the livestock buildings allow to improve the retati between livestock and environment.
The agri-environmental measures and the ICHN helgmaintain agricultural activity in
disadvantaged areas (the farms located in thegmgegse generally a low quantity of inputs).
Spontaneously, the experts did not mention thatesameasures of the rural development
programme could have a negative impact for therenment. However, they believe that
some adjustments are always desirable in the paigpeo better integrate environmental
issues in public policy. Likewise, they stresseat tome controversial debates exist between
them on the intensity of the environmental effedtmmeasures PDRH.

Nevertheless, according to some experts, the me&sui21 could have an indirect negative
impact on the environment (and territory occupagtiéxid for modernisation of the livestock

buildings can indirectly accelerate the geograptoacentration of agricultural production

(main factor of pollution). Indeed, small farms, eva the modernization of buildings is

considered economically unprofitable, are graduglilypinate in favour of larger structures.

Y For example, the beneficiaries of PHAE must now mlgrwith the conditionality and must respect somkes relating to
the use of fertilizers.

% The European Court of Auditors has criticised sdvémaes inspection procedures for agri-environmemi@asures.
It considers that too much attention is paid to steements of contractors and that the pointonfrol are insufficient or
inadequate in relation to the specifications of theasures. In addition, The European Court of Auslitonsiders that
sanctions are often insufficient to be truly dissue.
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4. Conclusions and synthesis of results

In France, the budgetary support (French and Eargpallocated to agriculture has been well
controlled over the past decade. As in most othember states of the European Union,
this support decreased as a proportion of GrosseBtenProduct (GDP). If this development
is positive and consistent with the objectivesciging the MacSharry reform, it is clear that
the amount of direct subsidies per farm and per AWtdeases over the years, for two main
reasons: the three CAP reforms (1992, 1999, 20&18}d an increase in direct subsidies to
farmers, but to a decrease in indirect supporttedlao the regulation of markets (export
refunds, storage costs, etc.); due to the decrdabe number of holdings (at a rate of 3% per
annum), the funds are paid to less farmers.

In 2008, the amount of direct aids from the firglap per farm still depends mainly on the
agricultural specialization and on the size (he&satU or milk quota). This is the result of the
choices made in previous reforms. In fact, direds dave been allocated to farmers, on the
basis of the production factors, in order to congpés partially or completely, the negative
economic impact of declining institutional pricés.France, the distribution of the direct aids
from the first pillar between farms has finally olgad very little over the last fifteen years.

During the Agenda 2000, and as allowed in Articlof4EC Regulation No. 1259/1999,
the French government has decided to implemenpgt@enal modulation. The mechanism
adopted was complex because the modulation ratenataixed, but variable depending on
several factors: the amount of direct aids per falm economical dimension of the farm;
the number of jobs. The modulation concerned o8Bt Iof all French farms, especially the
large units, strongly supported but with a smalinber of agricultural jobs. Theoretically,

this device would achieve a redistribution of supgmetween categories of farms. In fact,
its impact was limited for two reasons: it was &plonly during two years; it has allowed a
low transfer between the two pillars (just under @f4he support of the first pillar). If this

modulation device had a limited impact, it has b#ensubject of much criticism, essentially
because the collected funds did not return fulligiench farms.

In 2006, during the implementation of the decouplithe French authorities did not use the
options offered by the EC Regulation No. 1782/2@03edistribute the support between
categories of farms. Indeed, they have decidedthigaamount of the single payment for each
farm should be determined on the basis of the figstiosituation 2000-2002. Thus, they did
not use the articles No. 58 and No. 59 of the Remr (regionalization of the single
payment), nor Article 69. The distribution of thiegle payment between farms is therefore
substantially equivalent to that which prevailed daect aids allocated to production factors.
The amount of the single payment per hectare ikenign the intensive farms. In addition,
national authorities have implemented a partialodpting, with a maximization of the
coupling rate (compared to what the rules allowddhese choices are different from those
taken in other Member States like United Kingdoneri@any and so on. This demonstrates
the sensitivity of French farmers and national arities face to an evolution of direct aids to
agriculture and, more generally, of the agricultpicy.

During negotiations on the CAP reform in 2003, tReench authorities were not
spontaneously favourable to the implementation @bmpulsory modulation of direct aids
(Article No. 10 of EC Regulation 1782/2003). Sinteen, the agricultural Ministers have
rarely mentioned the strengths and limits of thisdmation device in their speeches.
According to information collected from experts asmnulations applied to the FADN,
several remarks can be made about the applicatithrisadevice in France:
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In 2008, the modulation allows to collect, in kta, a total of 336 million euros.
This amount represents 2.5% of the budgetary stippdfrench agriculture or 4% of
direct aids from the first pillar. Only 80% of tleeunds are redistributed to France
(268 million euros per year from 2008). These fuods supplement the financing of
PDRH (13.7 billion euros for the period 2007-20&Byhich 5.7 billion euros for the
EAFRD). They were not used in a specific mannet, they were spread over all
the PRDH measures. They have not been considerad esceptional increase of the
budget that would have allowed the introductiomeiv rural development measures.
Indeed, even taking into account the funds from rtitaulation, the budget for the
rural development programme 2007-2013 remains Idkger in the previous period.

The modulation device has a low redistributivéeef on the direct aids and on the
incomes between the categories of farms. The fateodulation is, firstly, linear and
not gradual depending on the size of the farm eraimount of direct aids. Then, the
franchise (5000 euros) was set at a low level, ilgpado what 80% of French
professional farms are affected by the modulationally, only a part of the collected
funds (between 50% and 60%) is redistributed irodmwof farms. According to the
simulations made on the FADN, and after the redistion of funds by the Rural
Development, about one quarter of farms are ecaradiyi"winners" with modulation
(+5% of income on an average). For nearly 60% wh& modulation causes a loss of
income (-4% of income on an average). The benegsaare mainly the farms with
extensive herbivorous (milk, cattle, sheep), esplgcthose located in disadvantaged
areas. The farms "losers" are mainly those witlydasurfaces of crops, essentially
because they are rarely concerned by the rural@@went support. The farm income
of the 53 000 biggest farms (over 100 ESU) clasdifs "losers” decreases, but only
of 3%.

The productive strategies of French farmers hawt been altered, or only very

marginally, by the implementation of the modulataevice. Since 2005, farmers have
not always had specific knowledge of amounts whighre deducted by the

modulation. Indeed, the decline in direct aids wasied out before and not after the
payment (for example by a tax that farmers woulkha pay to the State). During the
period 2005-2008, and despite the modulation, theuat of direct aids per farm has
increased as a result of the expansions of farrdfathe implementation of direct

aids in the dairy sector. The low influence of thedulation on productive strategies is
mainly due to the fact that its economic implicaichave been weak in relation to the
impact of changes in prices of inputs and outputs.

The effects of the modulation on the farms strireetand agricultural employment are
considered by experts as slightly positive at tagonal level. However, this impact
varies according to regions and types of farms. drtts “losers”, the modulation

encourages farmers to increase labour productitotyoffset the economic loss.
For units "winners", the modulation can help to m@n the agricultural employment,
mainly in disadvantaged areas and in the sheeprsebtiere incomes are often lower
than elsewhere. The aids granted for the settingfuymoung farmers have, however,
a direct impact on the renewal of generations anpl@yment on farms.
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- The competitiveness of French agriculture has lbe¢n changed following the
implementation of the modulation. Indeed, this gemn the way of support was
consistent (at least for the modulation rate) betwall European farms (except in the
new member states). In other words, the modulatence has not led to distortion in
the competition between European farms. In additioany other factors, often more
important than the amount of direct aid grantedatons, affect the competitiveness.
These factors include the conditions of the nateraironment (climate, topography),
production costs, technical performance, innovatiofood firms, the parity between
the currencies, customs duties, and so on.

- The impact of the modulation on the quality & lin rural areas is seen as potentially
positive, but with a low overall effect. Indeedetmeasures of the Axis No. 2 and
No. 3 of PDRH permit to take into account certakpextations of rural citizens.
Nevertheless, the quality of life in rural areapateds on many factors which are not
directly related to agricultural, such as unemplegym the quality of services
(transport, health, education), the price of housdbe distance to the cities.

- The modulation, or more exactly the increase iread aids allocated to rural
development, is seen as a positive factor for étaionship between agriculture and
the environment. However, experts stress that @rosgpliance measures of the first
pillar is also a positive factor, especially as somtensive farms are not or little
concerned by the measures of rural developmerftrance, the environmental issues
are a priority for the rural development programineeed, the Axis 2 represents just
over half of the PDRH funds. The two main measuoésthe Axis 2 are the
compensation of natural handicaps (one third of EA¢&-RD for PDRH) and agri-
environment (16% of the EAFRD for PDRH). The quiacdtion of the impact of the
axis 2 is difficult to achieve because many toats simultaneously on the same
territory (the first pillar of the CAP, the meassiref the PRDH, regional and local
policies, etc.). Similarly, the indicators used @@t always sustainable over time.
The agri-environmental measures are based on tibhgaof means and not on
environmental results achieved. The environmemsililits depend mainly on the link
between practices required and their environmegftatts; the location of the farms
which are concerned by the PDRH measures; the nuwibeontracts in a same
region; the compliance with specifications by caators; the quality of the controls
made in the beneficiaries farms; the sustainabdityhe practices, with or without
renewal of contracts.

In the current negociations related to the CAP theaheck, the French minister has
indicated that he was favourable to a certain tedigion of direct aid within agriculture.
To do this, he recommends using a new version 6€lAr69 to allow a transfer of funds
within the first pillar. This position is shared by large majority of professional
organizations. In its proposals of 20 May 2008 @&dele 68), the European Commission
took account of some of these expectations. Tiwescollected funds from Article 69 will
not necessarily be redistributed to the producsentors which were concerned by the
budget cut. However, the European Commission hppechthe rate to a maximum of
10% (some French farmers' organisations wanted 16Beover, some strict rules have
been taken to use the collected funds. If the fummbkion of the Article 68 is not exactly
conform to the expectations expressed, nationdioaities would nevertheless use it.
They want to allocate a direct support to the déryns located in mountains, because
these farms could be economically disadvantagetidybolition of milk quotas. It is still
too early to know if France will decide to appletmaximum rate (10%), knowing that
the European Commission wishes to increase thefabte mandatory modulation.
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In France, the Minister of Agriculture and mostiagitural professional organisations are
not agree with an increase of the rate of the nmanglanodulation (beyond the current
threshold of 5%). They justify their choice throudge main following arguments:
the funds of the rural development programme fergariod 2007-2013 have already been
decided; the rural development measures induce-finaocing from Member States;
the collected funds are not distributed only tarfar The European Commission proposed
on 20 May 2008, to increase the modulation ratet déast 8% by 2013 (and a little more
for farms receiving more than 100 000 euros ofallieeds). The simulations made on the
national FADN show that these new rates would grenearly 550 million euros extra
per year for the second pillar. The redistribuiivpact will depend mainly on the choices
made regarding the allocation of these funds (saexaes 6-5 and 6-6).

The sharp increase in the prices of some agri@llfproducts in 2007 and 2008, led,

despite the rising cost of inputs (fuel, feed, iligdrs, pesticides), to a significant

improvement in the income of some categories ahf&fmainly those with large surfaces
of crops). However, for other farms, farm incomel lbecause of increased grain price.
Given the commitments made in 1995 in the AgricalttAgreement of the Uruguay

Round, the EU authorities did not decide to redineeamount of aids granted to farms
beneficiaries of price increases. Indeed, accordinghis multilateral agreement, direct

aids must not be variable depending on agriculforiaes (domestic or international) to be
considered decoupled. Nevertheless, the grantindirett aids to farmers who benefit

from high agricultural prices still remain a realegtion for European taxpayer (especially
if this situation persists for the next years, @asisuggested by the OECD estimates).
Before the forthcoming budget negotiations of thé iR 2013, the modulation is one of

the tools that can give a little more sense to ipudid granted to agriculture. Without a

better justification of the public support to agtiare, the risk is high for the French

farmers (and European ones) to have a significat ish direct aids after that date.
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List of interviewees

This list shows the names of persons who, by @reswers to questions and/or their published
work, allowed me to conduct this analysis. Manyeotlcontacts were engaged to better
understand the position of the various organisatregarding to the modulation.

French Ministry of Economy, finance and employment

BEC Hervé

Ministére de 'Economie, des finances et de I'ernfiRaris)

Direction Général du Trésor et de la Politique Exoigue

Service des Politiques Publiques — Bureau Envinovam et Agriculture

LECOCQ Pierre Emmanuel

Ministére de 'Economie, des finances et de I'ernffRaris)

Direction Général du Trésor et de la Politique Exoigue

Service des Politiques Publiques — Bureau Envinomams et Agriculture

French Ministry of agriculture

BORZEIX Véronique

Ministere de I'Agriculture et de la Péche (Paris)

Direction Générale des politiques économique, ekgope et internationale (DGPEI)
Bureau des soutiens directs (chef de bureau)

ERHEL Antoine

Ministere de I'Agriculture et de la Péche (Paris)

Direction Générale des politiques économique, ekgnpe et internationale (DGPEI)
Bureau de I'Analyse Economique et de la Prospe¢tiiargé d’Etudes)

MARY Laurent

Ministére de I'Agriculture et de la Péche (Paris)

Direction Générale de la Forét et des Affaires RsréDGFAR)

Bureau de I'élaboration de la négociation commueiaiet du suivi du développement rural

PERREAU Aude
Agence de Paiement Unique (Paris)
Chargée de Mission

RIGNOLS Elisabeth

Ministere de I'Agriculture et de la Péche (Paris)

Direction des Affaires Financiéres et de la Logisé (DAFL)
Bureau de I'étude des concours publics a I'agnicalt

Economic organizations

GUESDON Jean-Claude
Institut de I'Elevage (Paris)
Département Economie

LEGALL André
Institut de I'Elevage
Département Environnement

TREGARO Yves
Office de I'Elevage (Paris)
Département Economie

LALLOUE Francois
Centre d’Economie Rurale (Ancenis)
Conseiller de gestion en exploitations agricoles
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INRA and other Research institutes

BERRIET-SOLLIEC Marielle (ENESAD)

DUPRAZ Pierre (INRA Rennes)

GOHIN Alexandre (INRA Rennes)

GUERIN Marc (CEMAGREF)

GUYOMARD Hervé (INRA Rennes)

LELYON Baptiste (INRA Nantes)

PIET Laurent (INRA Rennes)

VOLLET Dominique (CEMAGREF Clermont-Ferrand)
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Acronyms |

French acronyms

ANIA: National association of food industries (AssooiatNationale des Industries Agroalimentaires)

AOC: Controlled term of origifAppellation d’Origine Controlée)

APCA : Permanent Assembly of Agricultural Chamb@kssemblée Permanente des Chambres d’Agriculture)
AUP: The French agency which pay the direct subsidiest fillar) to farmergAgence Unique de Paiement)
CAD: Individual contract between farmer and state fmstainable agricultur@Contrat d’Agriculture Durable)
CGAAER: Conseil Général de I'Agriculture de I'Alimentati@h des Espaces Ruraux

CNIEL : National professional organisation for m{lRentre National Interprofessionnel de I'Econonagiére)
COOP DE FRANCE: National association of agricultural cooperatig@&ssociation des coopératives agricoles)
CTE: Individual contract between farmer and state éstainable agriculturéContrat Territorial d’Exploitation)
FNAB: National federation of organic agricultuféédération Nationale de I'agriculture Biologique)

FNB: National federation of beef producéF£dération Nationale Bovine)

FNO: National federation of ovine producgFedération Nationale Ovine)

FNPL: National federation of milk producefgédération Nationale des Producteurs de Lait)

FNSEA: Union of farmers FNSEAFédération Nationale des Syndicats d’Exploitangsidoles)

GAEC : Association of farmers who work in a same fd@noupement agricole d’Exploitation en Commun)
ICHN: Natural handicaps payments to farmers (Indemmi@iznsatoire de Handicaps Naturels)

INRA : National Institute of Agronomic Researghstitut National de la Recherche Agronomique)

JA: Union of young farmergleunes Agriculteurs)

PDRH: Rural development hexagonal pigan de Développement Rural Hexagonal)

PDRN: Rural development national pl@Rlan de Développement Rural National)

PHAE: Direct subsidies for grass arRrime Herbagére Agro-Environnementale)

PMBE: The modernization plan of the livestock buildif{§éan de Modernisation des Batiments d’Elevage)
PMPOA: Global monitoring for environment and secuf®fan de Maitrise des Pollution d’Origine Agricole)
PMSEE: Premium for extensive livestock systefRsime au Maintien des Systémes d’Elevage Exténsifs

English acronyms

AEM: Agro-environment measures

AWU : Agricultural Work Unit

CAP: Common agricultural policy

EAGFF: European Agricultural Guidance and Guarantee FEAGGF)
EAGGF: European Agricultural Guidance and Guarantee Fund
ESU: Economic size unit

FADN: Farm Accountancy Data Network

FFI: Family Farm Income (= GFI - interest paid - depa&on)

GFI: Gross Farm Income (= Family farm income + intepestl + depreciation)
LFA: Less favourable area (LFA).

LU: Livestock Unit

SGM: Standard gross margin (1 ESU = 1200 euros)

TF: Type of Farming (see classification of FADN)

UAA: Usable Agricultural Area
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Annex 1. Impact of the modulation - Qualitative appoaches

Annex 1-1.Impact of the modulation (rate: 5%) on farm stroetand farm income

no

Indicator

Impact due
to CM

in the first
pillar

Impact due to use of CM funds
in measures of the second pillar

Synthesis: impact of

pillar due to CM

changes of first and second

2.1

Utilized
agricultural area
(UAA) (ha)

0

Measure 111

Measure 112

Measure 113

Measure 121

Measure 211+212

Measure 214

+

(farms of the disadvantage

areas are encouraged)

2.2

Share of arable
area in UAA (%)

Measure 111

Measure 112

Measure 113

+|O|0|0|+ | +|O|O|O|O

Measure 121

Measure 211+212

Measure 214

(support to permane

areas)

nt

pastures in disadvantaged

2.3

Number of farms

Measure 111

+|of

Measure 112

Measure 113

Measure 121

Measure 211+212

Measure 214

2.4

Average farm size
(ha)

++

O+ |+

Measure 111

Measure 112

Measure 113

Measure 121

Measure 211+212

Measure 214

2.5

Average farm size
(ESV)

++

o|l+|4+|+|+]|

Measure 111

Measure 112

Measure 113

Measure 121

Measure 211+212

Measure 214

2.6

Agricultural labour
force (AWU)

Measure 111

+|o|lo|o|+]|+]:

Measure 112

Measure 113

Measure 121

Measure 211+212

Measure 214

2.7

Composition of
farming types
(% of total)

Measure 111

Measure 112

Measure 113

Measure 121

Measure 211+212

Measure 214

2.8

Organic land
as % of UAA

Measure 111

Measure 112

Measure 113

Measure 121

Measure 211+212

o|lo|o|o|o|o|o|o|o|o|o|o|+]|+] !

Measure 214
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2.9 Organic productior] Measure 111 0 0
as % of total Measure 112 0
agricultural Measure 113 0
production Measure 121 0
Measure 211+212 0
Measure 214 0
1.2.1 | Farmincome Measure 111 0 -
(per holding) Measure 112 - (In France, the funds granted
Measure 113 + to the RDNP are lower tham
Measure 121 + the impact of the
Measure 211+212 B modulation)
Measure 214 +
1.2.2 | Farm household Measure 111 0 -
income Measure 112 - (In France, the funds grantad
(per holding) Measure 113 + to the RDNP are lower tham
Measure 121 + the impact of the
Measure 211+212 B modulation)
Measure 214 +
1.2.3 | Farmincome Measure 111 0 -
(per Family Work Measure 112 - (In France, the funds grantad
Unit) Measure 113 + to the RDNP are lower tham
Measure 121 + the impact of the
Measure 211+212 B modulation)
Measure 214 +
1.2.4 | Farm household Measure 111 0 -
income (per Measure 112 - (In France, the funds granted
Family Work Unit) Measure 113 + to the RDNP are lower tham
Measure 121 + the impact of the
Measure 211+212 + modulation)
Measure 214 +

Sources : Points of view of some experts

Code : ++: increase ; +: slightly increase ; 0 : neutrai slightly increase ; -- decrease

Remarks :

The code is synthesis for all French farms. Sonestithe impact is negative for some farms and pesiitir the
others. The code is also considered accordingetatiount of the funds granted (see annex 2-1 &jd 2-
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5%) on the contpetness of the agricultural sector

no Indicator Impact due | Impact due to use of CM funds Synthesis: impact of
to CM in measures of the second pillar | changes of first and second
in the first pillar due to CM
pillar
1.1.1 | GVAinthe 0* or - Measure 111 0* or + 0
primary sector Measure 112 0 + (otherwise)
Measure 113 0
Measure 121 0* or +
Measure 211+212| O*or +
Measure 214
1.1.2 | GVAn the food - Measure 111 +
industry (they have | Measure 112 0
to buy [ Measure 113 0
agriCUltUral Measure 121 +
products to ["Measure 211+212| +
higher Measure 214 +
prices)

Sources : Points of view of some experts

Code : ++: increase ; +: slightly increase ; 0 : neutrai slightly increase ; -- decrease

Remarks :

The code is synthesis for all French farms. Sonesithe impact is negative for some farms and pesditir the
others. The code is also considered accordingetautiount of the funds granted (see annex 2-1 &)d 2-

(*) O, if we consider that direct subsidies are in¢¢grated in the calculation of the GVA. — (othise).
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Annex 1-3. Impact of the modulation (rate: 5%) on employment

no

Indicator

Impact due
to CM

in the first
pillar

Impact due to use of CM funds
in measures of the second pillar

Synthesis: impact of

changes of first and second

pillar due to CM

131

Share of part-time
farm holders
(% of total)

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 311

Measure 312

Measure 313

Leader

0

13.2

Share of farm holderns
with other gainful
activities (% of total)

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 311

Measure 312

Measure 313

Leader

133

Total employment

Measure 111

+|o|Pl+]|+|+|o|o| [o]+|P|+]|+|+]|o]|o] ' |o]+

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 311

Measure 312

[+ +]+]

Measure 313

+

Leader

+ (but very slightly)

134

Agricultural
employment (AWU)

Measure 111

+|O

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 311

Measure 312

Measure 313

Leader

+ (but slightly)

135

Industrial
employment (AWU)

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 311

Measure 312

Measure 313

Leader

1.3.6

—

Services employmer
(AWU)

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 311

Measure 312

Measure 313

Clo|o|o|o|o|o|o|o|@|+|+|+|o]|olo|olo| T+ +|+|+]|+]"

Leader

+ (but slightly)

Sources : Points of view of some experts
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5%) on qualitylifef
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no

Indicator

Impact due
to CM

in the first
pillar

Impact due to use of CM funds
in measures of the second pillar

Synthesis: impact of
changes of first and second
pillar due to CM

141

Actions to support
basic services for
the economy and
rural population

0

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 321

Measure 322

Measure 323

Leader

+ (but very slightly)

1.4.2

Village renewals

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 321

Measure 322

Measure 323

Leader

+ (but very slightly)

1.4.3

Actions to support
rural heritage

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 321

Measure 322

Measure 323

Leader

+ (but very slightly)

1.4.4

Number of tourists|

(but very
slightly)

Measure 111

Measure 112

o|+|o|°|+|o|o|o|a|o|o]|o|PC|lo| +|o|o|o|o|o|o|C|lo|o|+|o|a|o|o|o

Measure 121

Measure 211+212

Measure 214

Measure 321 +

Measure 322

Measure 323

Leader

+
(due essentially to preservatio
of the landscape in mountaing

=)

~

1.4.5

Internet penetratio

=)

Measure 111

Measure 112

Measure 121

Measure 211+212

Measure 214

Measure 321

Measure 322

Measure 323

Clo|o|+|o|o|o|o|+

Leader

+ (but very slightly)

Sources : Points of view of some experts

Code : ++: increase ; +: slightly increase ; 0 : neutrai slightly increase ; -- decrease

Remarks :

The code is synthesis for all French farms. Sonestithe impact is negative for some farms and pesiitir the
others. The code is also considered accordingetatiount of the funds granted (see annex 2-1 &jd 2-



Modulation (article 10 of Council Regulation n°17820®3) - Case Study Report for France

Annex 1-5.Impact of the modulation (rate: 5%) on environment

82

no

Indicator

Impact due to
CM
in the first
pillar

Impact due to use of CM
funds

in measures of the second

pillar

Synthesis: impact of
changes of first and
second pillar due to CM

3.1

Land cover (% agriculturd
area in total area)

0

Measure 211+212

+
Measure 213 0
Measure 214 +

Measure 226 -

+

3.2

% UAA in non-LFA/LFA

Measure 211+212

Measure 213 0

Measure 214

Measure 226 -

3.3

% UAA for extensive
arable crops

Measure 211+212 -

Measure 213 -

Measure 214 -

Measure 226 -

3.4

% UAA for extensive
grazing

Measure 211+212

Measure 213 0

Measure 214

Measure 226

++

3.5

% UAA under Natura
2000

Measure 211+212

Measure 213

Measure 214

ol|o|o|o|:

Measure 226

3.6

% UAA under agri-
environmental support
(measure 214)

Measure 211+212

Measure 213 0

Measure 214

Measure 226 0

++

3.7

Forest area (ha)

Measure 211+212 --

Measure 213 0

Measure 214 --

Measure 226

3.8

% territory designated as
Nitrate Vulnerable Zone

Measure 211+212 --

Measure 213 0

Measure 214 -

Measure 226

3.9

% irrigated UAA

Measure 211+212

Measure 213

Measure 214

Measure 226

3.10

Production of renewable
energy

Measure 211+212

Measure 213

Measure 214

ol|o|o|o|o|o|o|o] !

Measure 226

3.11

Nutrients surplus N, P, K
(per ha)

Measure 211+212

(=]

Measure 213

Measure 214

Measure 226

3.12

Biodiversity (bird species

Measure 211+212

Measure 213

Measure 214

Measure 226

3.13

High nature value
farmland and forestry (ha

Measure 211+212

Measure 213

+|o|+|+|+|o|+]|o]

Measure 214

Measure 226 +

Sources : Points of view of some experts

Code : ++: increase ; +: slightly increase ; 0 : neutrai slightly increase ; -- decrease
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Annex 2. The French Rural Development National PlatRDNP — Hexagonal, 2007-2013

Annex 2-1.The French RDNP 2007-2013 (millions euros)

Code Measures FEADER National Top-up Total
funds
AXE 1 “Improving competiveness” (with leader) 1978 1975 726 4679
AXE 1 without Leader 1961 1961 726 4648
111 Vocational training, information actions 61 61 34 156
112 Setting up of young farmers 578 578 70 1227
113 Early retirement of farmers and farm workers 2 21 0 42
121 Farm modernisation 610 610 404 1623
122 Improving the economic value of the forest 2 9 2 0 57
123 Adding value to agricultural and forestry protu 240 240 97 577
124 Cooperation for development of new products 5 14
125 Improving and developing infrastructure 51 5 29 206
125 - Agricultural infrastructures 14 14 92 121
125 - Forestry infrastructures 43 43 0 85
126 Restoring agricultural production potential 33 336 0 673
132 Supporting farmers who participate in food duachemes 6 6 7 19
133 Supporting producer groups under food quatihemes 18 18 18 53
AXE 2 “Improving environment and countryside” (witkader) 3104 2539 1880 7 523
AXE 2 without Leader 3080 2520 1880 7479
211 Natural handicap payments to farmers in mooraegas 1571 1286 0 2 857
212 Payments in areas with handicaps, other thamtam areas 315 257 0 572
214 Agri-environmental payments 903 739 1839 3481
216 Support for non-productive investments 7 2
221 First afforestation of agricultural land; 4 3 1 14
223 First afforestation of non-agricultural land ] 1 0 2
226 Restoring forestry potential and introducingvprgion actiong 256 209 12 478
227 Support for non-productive investments (forest) 23 19 14 56
AXE 3 “Improving rural life” (with leader) 594 549 312 1455
AXE 3 without Leader 348 348 307 1004
311 Diversification into non-agricultural activisie 29 29 16 73
312 Support for the creation and development ofenémnterprises 21 21 20 62
313 Encouragement of tourism activities 54 5 70 7 17
321 Basic services for the economy and rural pojoumat 52 52 37 141
322 Village renewal and development 24 2 0] 4
323 Conservation and upgrading of the rural heritage 118 118 135 371
331 Training and information for economic actorgm@ing 7 7 2 16
341 Animation with a view to implementing a loctbsegy 44 44 28 116
AXE 4 “Leader” 286 234 5 526
411 Axe 1 “Improving competiveness” 14 11 a 25
412 Axe 2 “Improving environment and countryside” 02 16 0 36
413 Axe 3 “Improving rural life” 202 165 4 370
421 Transnational and inter-regional cooperation 1 11 0 24
431 Running the local action group, skills acquisitianimation 38 31 1 70
Technical assistance 52 52 1 105
TOTAL 5727 5115 2920 13762

French Ministry of Agriculture, 2007
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Annex 2-2.The French RDNP 2007-2013 (%)
Code Measures FEADER National Top-up Total

funds

AXE 1 “Improving competiveness” (with leader) 34,5% 38,6% 24,9% 34,0%
AXE 1 without Leader 34,2% 38,3% 24,9% 33,8%
111 Vocational training, information actions 1,1% 2% 1,2% 1,1%
112 Setting up of young farmers 10,1% 11,3% 2,4% 8,9%
113 Early retirement of farmers and farm workers 4909, 0,4% 0,0% 0,3%
121 Farm modernisation 10,7% 11,9% 13,8% 11,8%
122 Improving the economic value of the forest 0,5% 0,6% 0,0% 0,4%
123 Adding value to agricultural and forestry progu 4,2% 4,7% 3,3% 4,2%
124 Cooperation for development of new products 0,1% 0,1% 0,2% 0,1%
125 Improving and developing infrastructure 1,0% 19, 3,2% 1,5%
125 - Agricultural infrastructures 0,2% 0,3% 3,2% 0,9%
125 - Forestry infrastructures 0,8% 0,8% 0,0% 0,6%
126 Restoring agricultural production potential 5,9% 6,6% 0,0% 4,9%
132 Supporting farmers who participate in food guachemes 0,1% 0,1% 0,29 0,19
133 Supporting producer groups under food quatihemes 0,3% 0,4% 0,69 0,4%
AXE 2 “Improving environment and countryside” (witader) 54,2% 49,6% 64,49 54,79
AXE 2 without Leader 53,8% 49,3% 64,4% 54,3%
211 Natural handicap payments to farmers in mooraegas 27,4% 25,1% 0,0% 20,84
212 Payments in areas with handicaps, other thamtam areas 5,5% 5,0% 0,0% 4,24
214 Agri-environmental payments 15,8% 14,4% 63,0% 5,3%
216 Support for non-productive investments 0,19 %0,1 0,2% 0,1%
221 First afforestation of agricultural land; 0,1% 0,1% 0,2% 0,1%
223 First afforestation of non-agricultural land 0%, 0,0% 0,0% 0,0%
226 Restoring forestry potential and introducingvprgion actiong 4,5% 4,1% 0,4% 3,5%
227 Support for non-productive investments (forest) 0,4% 0,4% 0,5% 0,4%
AXE 3 “Improving rural life” (with leader) 10,4% 10% 10,7% 10,6%
AXE 3 without Leader 6,1% 6,8% 10,5% 7,3%
311 Diversification into non-agricultural activise 0,5% 0,6% 0,5% 0,5%
312 Support for the creation and development ofenémnterprises 0,4% 0,4% 0,7% 0,59
313 Encouragement of tourism activities 0,9% 1,1% 49 1,3%
321 Basic services for the economy and rural pojomat 0,9% 1,0% 1,3% 1,0%
322 Village renewal and development 0,4% 0,5% 0,0% 0,3%
323 Conservation and upgrading of the rural heritage 2,1% 2,3% 4,6% 2, 7%
331 Training and information for economic actorgmaing 0,1% 0,1% 0,1% 0,19
341 Animation with a view to implementing a loctiategy 0,8% 0,9% 1,0% 0,89
AXE 4 “Leader” 5,0% 4,6% 0,2% 3,8%
411 Axe 1 “Improving competiveness” 0,2% 0,2% 0,090 0,2%
412 Axe 2 “Improving environment and countryside” 3% 0,3% 0,0% 0,3%
413 Axe 3 “Improving rural life” 3,5% 3,2% 0,1% 2, 7%
421 Transnational and inter-regional cooperation 290, 0,2% 0,0% 0,2%
431 Running the local action group, skills acquisitianimation 0,7% 0,6% 0,09 0,5%
Technical assistance 0,9% 1,0% 0,0% 0,8%
TOTAL 100,0% 100,0% 100,0% 100,0%

French Ministry of Agriculture, 2007
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Annex 3. Budgetary support to French agriculture (899-2006)
Annex 3-1.The budgetary support of EU and Fratmé&rench agriculture (millions euros)
1999 2000 2001 2002 2003 2004 2005 2006
First pillar of the CAP 10229 | 10567 | 10641 | 10612 | 10708 | 10282 | 10442 | 11 207
Support for market and income 10058 | 10329 | 10028 9998 | 10178 9851 | 10068 | 10806
* Direct subsidies linked with production 6 66V 0% | 7498 7 563 7 739 7 834 8 226 3312
- Area aid (including set-aside) 4 9538 5484 51565 130 5128 5115 4943 1138
- Premium for suckler cow 807 96( 974 1044 1099 o018 1252 1080
- Special premium for bovine male 308 413 383 410 54 4 405 463 298
- Slaughter premium 3 22 20d 308 468 407 488 341
- Premium for ewe, sheep and goat 194 162 130 191 79 L 175 170 77
- Premium based on the milk quota 0 0 0 0 0 2[79 545 5
- Others directs subsidies link with productjon 402 468 655 480 411 436 414 373
* Single Payment 0 0 0 0 0 Q q 5644
* Others measures concerning market 33p1 2820 3025 2435 2439 2016 1 8443 185D
Health safety of plants and animals 171 238 613 614 530 431 374 401
Second pillar (Rural development) 2072 1923 1925 2 063 2 297 2176 2229 2 340
Setting up of farmers and modernisation 541 429 419 466 553 445 459 464
* Loan interest paid by state 329 22D 222 207 263 06 Z 204 156
* Aid to setting up of young farmers 147 131 125 711 120 111 138 142
* Access to land and water 14 18 D 10 8 12 12 13
* PMPOA (control of agricultural pollution) 35 38 26 27 12 22 22 27
* CTE- Economical and social measures 15 64 111 50 42 25
* CAD - Economical and social measures 0 0 0 0 9 16
* Others aids to modernisation 16 2p 22 41 41 15 33 86
Early retirement 245 200 146 119 105 102 89 80
Less Favoured Area (LFA) payment 373 392 433 453 463 489 527 516
Agro-environmental measures 275 290 327 457 602 541 552 576
* PHAE 0 0 0 0 196 211 196 211
* PMSEE 90 97 184 159 8 0 0 0
* CTE - Agro-environmental measures 0 B 81 257 350 290 81 7 230
* CAD -Agro-environmental measures D 0 0 0 0 B6 09
* Aid in favour of crop rotation 0 6 0 4 11 2( 27 62
* Others agro-environmental 184 18b 6[L 37 37 P1 2 11
Protection of rural areas 385 385 393 362 381 399 366 408
Processing and marketing of product 81 81 60 75 52 65 49 144
Horse activities 171 142 146 128 140 134 186 150
All Budgetary support to agriculture 12301 | 12490 | 12566 | 12676 | 13006 | 12460 | 12 672 | 13 549

French Ministry of Agriculture, 2007
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Annex 3-2.The budgetary support of FrantteFrench agriculture (millions euros)
1999 2000 2001 2002 2003 2004 200p 2006
First pillar of the CAP 968 1335 1636 1419 1404 1242 1178 1 400
Support for market and income 811 1107 1052 866 916 842 830 1028
* Direct subsidies linked with production 192 274 04 336 252 224 244 306
- Area aid (including set-aside) @ D D 0 0 0 0
- Premium for suckler cow 78 174 115 158 169 150 8 14 223
- Special premium for bovine male D D 0 0 0 0
- Slaughter premium 0 0 0 q ( ( D D
- Premium for ewe, sheep and goat 0 0 0
- Premium based on the milk quota 0 0 0 0 0 0 0 0
- Others directs subsidies link with productjon 114 100 290 178 83 74 96 86

* Single Payment 0 0 0 0 Q ( (

* Others measures concerning market (*) 619 833 47 § 530 664 618 586 719
Health safety of plants and animals 157 228 584 553 488 400 348 372
Second pillar (Rural development) 1207 | 1298 | 1299 | 1305 | 1378 | 1220 | 1135 | 1094
Setting up of farmers and modernisation 391 407 315 315 403 303 288 308

* Loan interest paid by state 238 21f7 162 162 1p4 311 135 115

* Aid to setting up of young farmers 89 11p 8b 7 1 69 61 82

* Access to land and water 14 18 D 10 8 12 12 13

* PMPOA(control of agricultural pollution) 35 38 26 27 12 22 22 27

* CTE- Economical and social measures 13 h2 63 28 3 |2 14

* CAD - Economical and social measures 0 0 0 0 4 8

* Others aids to modernisation 14 2L 2 41 41 42 31 50
Early retirement 189 166 122 104 95 89 76 69
Less Favoured Area (LFA) payment 273 210 219 208 233 244 264 254
Agro-environmental measures 133 143 176 253 323 288 265 234

* PHAE 0 0 0 0 98 105 85 84

* PMSEE 90 97 92 81 3 0 0 0

* CTE - Agro-environmental measures 0 B 56 151 195 158 43 1 93

* CAD -Agro-environmental measures D 0 0 0 0 18 39

* Aid in favour of crop rotation 0 0 0 2 6 10 12 10

* Others agro-environmental 43 44 29 19 22 15 8 8
Protection of rural areas 84 160 267 263 164 139 43 42
Processing and marketing of product 37 67 52 32 19 21 12 34
Horse activities 171 142 146 128 140 134 185 150
All Budgetary support to agriculture 2175 2633 2935 2724 2782 2462 2313 2494

French Ministry of Agriculture, 2007
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Annex 3-3.Percentage of French funds in the total budgesapyort to French agriculture
1999 2000 2001 2002 2003 2004 2005 2006
First pillar of the CAP 9% 13% 15% 13% 13% 12% 11% 12%
Support for market and income 8% 11% 10% 9% 9% 9% 8% 9%
* Direct subsidies linked with production 3% 4% 506 4% 3% 3% 3% 9%
- Area aid (including set-aside) 0% (0)%0) 0pb 0% 0% D% 0% 0%
- Premium for suckler cow 10% 18% 12% 15% 15% 15% 2%1 21%
- Special premium for bovine male 0% 0Pb (0°%) 0% % D% 0% 0%
- Slaughter premium 0% 0% 0% 0% 0P 0% 0% %
- Premium for ewe, sheep and goat 0% D% 0% 0% 0% 0% 0% 0%
- Premium based on the milk quota 0% 0% D%
- Others directs subsidies link with productjon 28% 21% 44% 37% 209 17% 23% 23

* Single Payment 0%

* Others measures concerning market (*) 18% 30% 6% 2 22% 27% 31% 329 39%
Health safety of plants and animals 92% 96% 95% 90% 92% 93% 93% 93%
Second pillar (Rural development) 58% 67% 67% 63% 60% 56% 51% 47%
Setting up of farmers and modernisation 72% 95% 75% 68% 73% 68% 63% 66%

* Loan interest paid by state 72% 98P0 73% 78% M% 4%6 66% 73%

* Aid to setting up of young farmers 55% 83 61% %44 58% 55% 38% 53%

* Access to land and water 100% 100% 100% 10P% 100%100% 100% 100%

* PMPOA(control of agricultural pollution) 100% 100% P@0| 100% 100% 100% 100% 100%

* CTE- Economical and social measures 106% 84% 66% 56% 56% 54% 55%

* CAD - Economical and social measures 44% 48%

* Others aids to modernisation 88% 95% 99% 10p% 9400 94% 95% 58%
Early retirement 77% 83% 84% 87% 90% 87% 85% 86%
Less Favoured Area (LFA) payment 73% 54% 51% 46% 50% 50% 50% 49%
Agro-environmental measures 48% 49% 54% 55% 54% 53% 48% 41%

* PHAE 50% 50% 43% 409

* PMSEE 100% 100% 50% 519 41%

* CTE - Agro-environmental measures 102% 69% 59% 56% % %5 51% 40%

* CAD -Agro-environmental measures 50% 39%

* Aid in favour of crop rotation 45% 50% 49% 43% 40%

* Others agro-environmental 23% 24% 47% 51% 60% 70% 69% 76%
Protection of rural areas 22% 42% 68% 73% 43% 35% 12% 10%
Processing and marketing of product 46% 83% 87% 43% 37% 32% 24% 24%
Horse activities 100% 100% 100% 100% 100% 100% 99% 100%

All Budgetary support to agriculture 18% 21% 23% 21% 21% 20% 18% 18%

French Ministry of Agriculture, 2007



Modulation (article 10 of Council Regulation n°17820®3) - Case Study Report for France 88
Annex 3-4.Map of the French regions
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Annex 3-5.Direct subsidies from the first pillar of the CAfillions euros - 1999 to 2006)
1999 2000 2001 2002 2003 2004 2005 20064
Alsace 89,9 93,3 102,8 117,3 119,2 123,90 125(9 8129,
Aquitaine 348,4 351,8 382,8 421,7 416,9 4222 4241 430,9
Auvergne 235,9 265,7 293,3 326,8 325,8 337/8 3416 361,1
Basse-Normandie 225,2 245,2 274,8 2946 300,6 330,8 358,7 374,1
Bourgogne 464.,8 474,1 504,2 5224 522,38 524{2 516,2 525,6
Bretagne 334,7 3718 407,6 432,58 430,56 4839 5312 71,95
Centre 763,2 733,8 750,7 7624 763,9 7639 741,0 ,8754
Ch. Ardennes 445,0 437,4 458,2 467,0 47419 481,6 ,2481L 543,3
Corse 13,5 14,0 14,9 18,2 18,0 18,4 184 94
Franche-Comté 87,7 91,0 98,6 102,6 1035 116,0 126,9 137,8
Haute-Normandie 2227 221,8 253,3 252,6 257(3 261,3 270,2 278,7
lle de France 197,1 187,3 195,8 200,0 2041 207,7 01,¢2 2121
L. Roussillon 109,5 106,5 109,2 129,5 127,8 132]1 7,12 119,7
Limousin 155,6 184,2 203,4 226,9 227,2 229,65 226,2 229,9
Lorraine 270,0 269,4 287,3 297,1 299,3 3134 327,3 334,8
Midi-Pyrénées 611,2 601,5 624,1 675,1 667,8 677,8 68,6 674,2
Nord Pas de Calais 202,1 2157 239,8 241(6 2455 5264 272,9 298,2
PACA 88,0 80,6 75,0 93,7 91,2 103,6 96,5 90,8
Pays de la Loire 509,0 556,9 595, 6 626,8 621,6 %64, 687,3 717,9
Picardie 3949 398,0 420,3 433,Q 443,5 460{1 459,6 508,6
Poitou-Charentes 524,9 5154 524,6 530,6 527,2 542,0 538,8 541,5
Rhbéne-Alpes 2147 226,0 243,2 263,7 2624 2799 5288, 306,2
France 6 507,6 6 641,3 7 058,9 7 436,p 7 450,3 470974| 7836,1 8151,0

(*) Direct subsidies linked with production andgli& payments. EU and national funds.

French Ministry of Agriculture, 2007
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Annex 3-6.Direct subsidies from the second pillar of the CARillions euros - 1999 to 2006)

1999 2000 2001 2002 2003 2004 2005 2006
Alsace 5,5 5,9 5,7 7,2 8,b 7,0 6|5 .7
Aquitaine 36,3 35,8 44 4 59,4 61/4 63,4 58,0 5,5
Auvergne 120,0 126,7 135, 1563 1741 17p,2 179,3 1819
Basse-Normandie 13,2 11,1 12,7 17,4 28,9 22,0 23,3 54 PR
Bourgogne 39,6 39,4 42,6 49/4 76,9 70,8 72,0 16,0
Bretagne 7,0 7,3 8,3 13,3 23[9 18,4 15,1 11,2
Centre 14,0 12,7 16,1 256 35|6 24,1 34,3 31,6
Ch. Ardennes 4.6 4.7 6,8 12,2 16,3 18,5 18,6 22,8
Corse 6,2 6,8 8,9 9,1 10,8 102 11,8 13,1
Franche-Comté 32, 35,8 37|16 41,8 52,4 48,5 51,8 7 b5,
Haute-Normandie 2.3 1,5 3,0 416 6,3 5,3 5,1 6,3
lle de France 0,4 0,5 1,1 3,0 2|3 5,8 5,6 7,1
L. Roussillon 35,6 37,9 48,1 547 64(3 61,9 68,2 165,
Limousin 54,2 55,3 60,1 70,9 739 77,1 81,0 81,9
Lorraine 13,2 14,8 14,2 24,V 30,8 28,6 29,1 32,3
Midi-Pyrénées 105,6 109,4 1303 154,5 172,3 1649 754 167,3
Nord Pas de Calais 2,6 2|5 3i1 5,1 57 4,4 5,5 7,7
PACA 30,6 32,5 38,4 45 ( 50, 49(6 53,1 53,5
Pays de la Loire 17,6 15,6 19]1 31,4 41,4 30,6 34,0 36,9
Picardie 2,7 2,1 5,0 111 121 8|9 9.8 10,6
Poitou-Charentes 17,8 16/9 20,8 26,7 32,8 31,1 32,7 34,2
Rhoéne-Alpes 74,9 79, 93,7 112(4 123,4 12,1 1296 37,71
France 635,8 655,1 755,0 937/6 1099,2 1046,2 1100,1 1118,3
(*) EU and National funds Freridimistry of Agriculture, 2007

Annex 3-7.Direct subsidies from the second pillar of the CAPTotal direct subsidieg% - 1999 to 2006)

1999 2000 2001 2002 2003 2004 2005 2006
Alsace 5,8% 6,0% 5,39 5,8% 6,7% 5,4% 4,9% 5,6%
Aquitaine 9,4% 9,2% 10,49 12,3% 12,86 13,0% 12,0% 0,9%
Auvergne 33,7% 32,39 31,5% 32,3% 34,8% 33,8% 34/4% 33,5%
Basse-Normandie 5,5% 4,3% 4,4%% 5,8% 7,4% 6,2% 6,1% ,4%6
Bourgogne 7,8% 7,79 7,8% 8,6% 12,8% 11,9% 12,2% %2,6
Bretagne 2,0% 1,99 2,0% 3,0% 5,3% 3,1% 2,8% 1/9%
Centre 1,8% 1,7% 2,1% 3,2% 4,5% 3,3% 4,4% 4,0%
Ch. Ardennes 1,09 1,1% 1,5% 2,5p6 3,3% 3,7% 3,7% 4,0%
Corse 31,3% 32,89 37,3% 33,3% 36,3% 35,6% 39|1% %8,1
Franche-Comté 26,7% 28,2% 27,60 28,9% 33,6% 29/5%  ,0929 28,8%
Haute-Normandie 1,09 0,7% 1,2% 1,8% 2,4% 2,0% 1/9% 2,2%
lle de France 0,29 0,3% 0,6% 1,5p6 1,1% 2,7% 2/7% 3%3
L. Roussillon 24,6% 26,39 30,6% 29,7% 33,3% 31,9% ,9%4 35,2%
Limousin 25,8% 23,1% 22,8% 23,8% 24.,6% 25,1% 26,4% 26,3%
Lorraine 4,7% 5,2% 4,79 7,7% 9,3% 8,4% 8,2% 8,8%
Midi-Pyrénées 14,7% 15,4% 17,3% 18,8% 20,5% 19/6% 0,8% 19,9%
Nord 1,3% 1,1% 1,3% 2,1% 2,3% 1,6% 2,0% 2,5%
PACA 25,8% 28,8% 33,89 32,4% 35,7% 32,4% 35,6% 3712%
Pays de la Loire 3,3% 2,7% 3,1% 4,8% 6,2% 4,1% 47% 4,9%
Picardie 0,7% 0,5% 1,2% 2,5% 2,7% 1,9% 2,1% 2,0%
Poitou-Charentes 3,3% 3,2% 3,8p0 4,8% 5,9% 54% 5/7% 5,9%
Rhone-Alpes 25,9% 26,1% 27,8% 29,9% 32,0% 30,2% 981,0 31,0%
France 8,9% 9,09 9,7% 11,2% 12,9% 11,9% 12,3% 12,1%
(*) EU and National funds Frandinistry of Agriculture, 2007

(**) = Direct subsidies for ICHN, CTE, CAD, PMSEE, PI#fand others agro-environmental measures.
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Annex 4. Direct subsidies and the single farm payméto French farms (2006) |
Annex 4-1.French professional farms: according to TF and S@&i\
Standard Gross Margin (SGM) All
40 ESU < | 40 - 60 ESI80 - 80 ESUB0-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 41% ,3%2 2, 7% 2, 7% 4,2% 15,9%
14 - General field cropping 1,29 0,8% 0,8% 0,9% 2,9 6,6%
28 - Market Gardening 0,7% 0,29 0,2% 0,2% 0,4% 1,6%
29 - Specialist horticulture 0,6% 0,2% 0,2% 0,1% 499, 1,5%
37 - Specialist vineyards (AOC) 1,7% 1,0% 1,2 1,3% 4,5% 9,7%
38 - Other vineyards 1,7% 0,69 0,5% 0,4% 0,5% 3,6%
39 - Fruits and permanent crops 1,00 0,4% 0,4% 0,2% 0,9% 2,9%
41 - Specialist dairying 5,6% 4,39 2,9% 2,6% 15% 6,9%
42 - Specialist cattle-rearing and fattening 8,2% ,002 1,1% 0,3% 0,2% 11,7%
43 - Cattle-dairying, rearing and fattening 0,5% 4909, 0,6% 0,4% 0,6% 2,5%
44 - Sheep, goats and other grazing livestock 3,8% 1,2% 0,4% 0,3% 0,2% 5,8%
50 - Specialist granivores 0,8% 0,2% 0,2% 0,3% 0,8% 2,2%
60 - Mixed cropping 1,5% 0,5% 0,59 0,4% 0,8% 3,50
71 - Mixed livestock, mainly grazing livestock  0,4% 0,3% 0,3% 0,4% 0,3% 1,8%
72 - Mixed livestock, mainly granivores 0,3% 0,2% 3% 0,3% 0,8% 2,0%
81 - Field crops-grazing livestock combined 2,50 094, 1,5% 1,6% 2,9% 9,5%
82 - Various crops and livestock combined 0,8% 0,3% 0,3% 0,3% 0,5% 2,2%
All French farms 35,4% 15,8% 14,0% 12,6% 22,2% 100,0%

French FADN 2006 / INRA Nantes

Annex 4-2.Distribution of the direct subsidies (total): aadiog to TF and SGM (%)

Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU> 100 ESU
13 - Specialist cereals, oilseed and protein 2)4%  ,2%2 3,5% 4,4% 11,49 23,9%
14 - General field cropping 0,5% 0,5% 0,6% 0,9% %,8 8,3%
28 - Market Gardening 0,0% 0,0% 0,0P0 0,0% 0,2% 0,3%
29 - Specialist horticulture 0,0% 0,0% 0,0p% 0,0% 1%, 0,1%
37 - Specialist vineyard&AQ Q) 0,1% 0,1% 0,2% 0,19 0,8% 1,2%
38 - Other vineyards 0,3% 0,1% 0,1P0 0,1% 0,3% 1,0%
39 - Fruits and permanent crops 0,1% 0,1% 0,1% 0,1% 0,7% 1,1%
41 - Specialist dairying 3,0% 3,1% 2,80 3,4% 27% 51%
42 - Specialist cattle-rearing and fattening 9,0% 393 2,3% 0,8% 0,7% 16,2%
43 - Cattle-dairying, rearing and fattening 0,4% 5%, 0,7% 0, 7% 1,3% 3,5%
44 - Sheep, goats and other grazing livestock 3|10% 1,3% 0,6% 0,5% 0,49 5,8%
50 - Specialist granivores 0,1% 0,0%% 0,1% 0,1% 0,5% 0,8%
60 - Mixed cropping 0,4% 0,39 0,4% 0,4% 1,2% 2,6%
71 - Mixed livestock, mainly grazing livestock 0,3% 0,3% 0,4% 0,59 0,6% 2,0%
72 - Mixed livestock, mainly granivores 0,2% 0,2P0 3% 0,3% 0,9% 1,9%
81 - Field crops-grazing livestock combined 1,8% 094, 2,0% 2,6% 7,3% 14,7%
82 - Various crops and livestock combined 0,3% 0% 0,2% 0,2% 0,7% 1,69
All French farms 21,9% 13,1% 14,3% 15,1% 35,5% 100,0%
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Annex 4-3.Number of French professional farms: accordingfoahd SGM
Standard Gross Margin (SGM) All
40 ESU < | 40 - 60 ESI80 - 80 ESUB0-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 14 p00 7 800 9 200 9 200 14 30D 54 500
14 - General field cropping 4200 2 600 2 800 3000 10 000 22 500
28 - Market Gardening 2500 600 700 600 1 300 5 600
29 - Specialist horticulture 2 00p 800 500 4p0 0 50 5300
37 - Specialist vineyards (AOC) 59Q0 3 300 4 300 300 15 300 33 10d
38 - Other vineyards 5700 2 000 1600 1500 1700 12 500
39 - Fruits and permanent crops 3500 1400 1200 00 |8 3000 9 900
41 - Specialist dairying 19 300 14 6Q0 9 9p0 9000 5100 57 900
42 - Specialist cattle-rearing and fattening 28100 6800 3600 1000 700 40 140
43 - Cattle-dairying, rearing and fattening 1700 50D 2 000 1500 1900 8 700
44 - Sheep, goats and other grazing livestock 00 4000 1500 1 00( 600 20 040
50 - Specialist granivores 2600 500 7p0 1000 @60 7500
60 - Mixed cropping 5 00d 1600 1700 1200 2600 21@0
71 - Mixed livestock, mainly grazing livestock 1 500 1000 110d 1400 1200 6 100
72 - Mixed livestock, mainly granivores 1100 800 200 1200 2 600 6 900
81 - Field crops-grazing livestock combined 8 500 508 5300 5400 9900 32700
82 - Various crops and livestock combined 2 7100 oa1 900 900 1900 7 400
All French farms 121 400 54 100 48 100 43 200 76010 342 800

Annex 4-4.Direct subsidies (total) per farm: according todrtel SGM (euros)

French FADN 2006 / INRA Nantes

Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU> 100 ESU
13 - Specialist cereals, oilseed and protein 17 100 28 300 38 700 48 100 81 100 44 300
14 - General field cropping 1110 19 000 22 700 0G0 58 900 37 100
28 - Market Gardening 1200 2200 3700 4 800 1310 4700
29 - Specialist horticulture 1 00d 1800 1300 ns 606 2 000
37 - Specialist vineyard&AQ Q) 1400 2700 3600 2 300 5300 3700
38 - Other vineyards 5000 5 800 8 300 7 900 18 Q00 7 700
39 - Fruits and permanent crops 4 200 8 0DO 7700 160D 23 700 11 600
41 - Specialist dairying 15 800 21700 28 600 3070 54300 26 300
42 - Specialist cattle-rearing and fattening 32 5p0 49 000 65 800 81 100 110 300 40 800
43 - Cattle-dairying, rearing and fattening 22 500 30 200 36 000 46 400 67 700 41 100
44 - Sheep, goats and other grazing livestock B8 30 32700 38 600 56 000 65 900 29 2Q0
50 - Specialist granivores 2 000 5 600 7700 12 900 19 100 10 200
60 - Mixed cropping 8 400 17 400 27 100 29 300 a2 22200
71 - Mixed livestock, mainly grazing livestog¢k ns 27 100 34 600 38 900 48 700 33700
72 - Mixed livestock, mainly granivores ns 22600 4600 26 800 36 300 27 60(
81 - Field crops-grazing livestock combined 21 400 28100 38 800 49 200 7390 45 500
82 - Various crops and livestock combined 12 700 306 23 000 22 700 36 604 21 600
All French farms 18 200 24 500 30 200 35 300 47 200 29 500
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Annex 4-5.Direct subsidies (total) per AWU: according to Tile&SGM (euros)
Standard Gross Margin (SGM) All
40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 14 800 24 600 32 200 34 800 39900 31000
14 - General field cropping 6 60( 11500 11 500 800 22 000 17 300
28 - Market Gardening 500 800 1100 870 1800 1 100
29 - Specialist horticulture 600 60( 30D ns 500 500
37 - Specialist vineyard&A\QCQ) 1000 1500 1700 900 1200 1200
38 - Other vineyards 4 200 4 300 3700 3400 4500 4100
39 - Fruits and permanent crops 2 300 3100 2800 8002 2500 2 600
41 - Specialist dairying 13 000 14 100 15 300 16 60 18500 15 400
42 - Specialist cattle-rearing and fattening 28 7p0 33 300 33900 35900 37 600 30900
43 - Cattle-dairying, rearing and fattening 18 700 20 800 23 300 23 800 24 30 22 800
44 - Sheep, goats and other grazing livestock D7 60 20 400 20 000 21900 18 100 18 700
50 - Specialist granivores 1500 4 300 5000 7000 7700 5700
60 - Mixed cropping 5200 10 700 10 900D 15 300 Qa 2 9 700
71 - Mixed livestock, mainly grazing livestock ns 16 600 19 100 19 200 18 10D 17 800
72 - Mixed livestock, mainly granivores ns 14000 57D0 15 300 14 400 14 10(
81 - Field crops-grazing livestock combined 18 800 23100 24 900 26 000 27 600 25100
82 - Various crops and livestock combined 10 1p0 400 13100 17 900 15 20d 13 20D
All French farms 14 000 16 000 16 600 17 200 13870 15000

Annex 4-6.Direct subsidies (total) per UAA: according to Tiktle&SGM (euros)
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Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI80 - 80 ESUB0-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 376 1 37 371 360 372 370
14 - General field cropping 359 404 396 403 382 3B5
28 - Market Gardening 502 436 398 514 490 479
29 - Specialist horticulture 1 464 832 586 s 682 037
37 - Specialist vineyard&A\Q Q) 186 247 253 129 193 194
38 - Other vineyards 299 230 236 179 234 240
39 - Fruits and permanent crops 337 437 340 306 472 417
41 - Specialist dairying 352 363 371 387 409 375
42 - Specialist cattle-rearing and fattening 474 6438 482 461 440 465
43 - Cattle-dairying, rearing and fattening 424 409 417 406 389 404
44 - Sheep, goats and other grazing livestock 350 82 3 452 358 398 369
50 - Specialist granivores 484 309 439 453 377 395
60 - Mixed cropping 317 332 390 388 368 359
71 - Mixed livestock, mainly grazing livestogck ns 425 479 512 404 449
72 - Mixed livestock, mainly granivores ns 478 479 420 436 446
81 - Field crops-grazing livestock combined 379 384 393 394 397 393
82 - Various crops and livestock combined 415 308 134 351 360 380
All French farms 401 387 396 379 377 386
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Annex 4-7.Direct subsidies (total) per Family Farm incomeading to TF and SGM (%)
Standard Gross Margin (SGM) All
40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 218% 55% 154% 153% 140% 1519
14 - General field cropping 78% 101% 63% 92% 78% %79
28 - Market Gardening 5% 7% 12% 8% 28% 14p6
29 - Specialist horticulture 7% 6% 5% ns 10% 8D
37 - Specialist vineyard&A\QCQ) 11% 11% 12% 8% 7% 8%
38 - Other vineyards 62% 749 108% 16% 270 371%
39 - Fruits and permanent crops 22% 26Pb6 24% 371% 37% 31%
41 - Specialist dairying 96% 94% 87% 94% 91% 93%
42 - Specialist cattle-rearing and fattening 143% 60% 151% 133% 122% 1459
43 - Cattle-dairying, rearing and fattening 12106 9%1 121% 133% 117% 121%
44 - Sheep, goats and other grazing livestock 146% 153% 143% 135% 96% 1419
50 - Specialist granivores 139 48% 25% 2900 23% 23%
60 - Mixed cropping 70% 87% 1189 71% 88% 85
71 - Mixed livestock, mainly grazing livestock ns 87% 92% 98% 87% 96%
72 - Mixed livestock, mainly granivores ns 93% 87% 81% 52% 67%
81 - Field crops-grazing livestock combined 153P6 9%5 146% 136% 125% 134%
82 - Various crops and livestock combined 79% 72% 2%8 104% 60% 71%
All French farms 114% 109% 102% 98% 71% 90%

Annex 4-8.Single Farm Payment per farm: according to TF aB¥Seuros)

French FADN 2006 / INRA Nantes

Standard Gross Margin (SGM) All

40 ESU <| 40 - 60 ES|60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 11 600 19 500 27 700 34 100 58 400 31500
14 - General field cropping 7 00( 14 200 16 700 oaa 43 300 27 100
28 - Market Gardening 0 200 1 000 1100 2600 900
29 - Specialist horticulture 0 0 a ng 40D 100
37 - Specialist vineyard&A\QC) 100 100 600 500 1700 1000
38 - Other vineyards 700 1 20( 2300 3900 7600 30
39 - Fruits and permanent crops 600 1000 1400 o1 3700 1800
41 - Specialist dairying 8 000 13 800 20 190 259p0 39400 17 100
42 - Specialist cattle-rearing and fattening 8100 14 800 21 700 30900 42 10 11 600
43 - Cattle-dairying, rearing and fattening 7600 4900 21 700 27 100 46 20( 24 000
44 - Sheep, goats and other grazing livestock 5300 8700 11 200 19 000 26 60( 7 800
50 - Specialist granivores 30( 210p 3500 6 6P0 302 5700
60 - Mixed cropping 4 400 10 400 15 300 17 600 @87 13300
71 - Mixed livestock, mainly grazing livestock ns 11 500 16 500 21 704 33 90p 17 900
72 - Mixed livestock, mainly granivores ns 8 000 15 700 24 100 15 30d
81 - Field crops-grazing livestock combined 10 000 16 400 23900 30 600 52 200 29 100
82 - Various crops and livestock combined 4 300 500 13100 14 900 25 500 12 80D
All French farms 6 600 12 200 17 500 22 30( 31900 16 600
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Annex 4-9.Single Farm Payment / Total direct subsidies: atiogrto TF and SGM (%)

Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 68% % 69 72% 71% 72% 71%
14 - General field cropping 63% 759 73% 73% 74% 73%
28 - Market Gardening 2% 9% 26% 23% 20% 18%%
29 - Specialist horticulture 0% 1% 0% ns 10% %
37 - Specialist vineyard&A\QCQ) 5% 4% 15% 20% 33% 26%
38 - Other vineyards 14% 209 27% 49% 42V 30%
39 - Fruits and permanent crops 15% 13p0 18% 18% 15% 16%
41 - Specialist dairying 51% 63% 70% 69% 72% 65%
42 - Specialist cattle-rearing and fattening 25% %30 33% 38% 38% 28%
43 - Cattle-dairying, rearing and fattening 34% 49%  60% 58% 68% 58%
44 - Sheep, goats and other grazing livestock 2B% 7% 2 29% 34% 40% 27%
50 - Specialist granivores 149 38% 45% 51p6 64% 56%
60 - Mixed cropping 53% 60% 579 60% 63% 60%
71 - Mixed livestock, mainly grazing livestock ns 42% 48% 56% 70% 53%
72 - Mixed livestock, mainly granivores ns 36% 51% 59% 66% 56%
81 - Field crops-grazing livestock combined 4600 58% 62% 62% 71% 64%
82 - Various crops and livestock combined 34% 64% 7%5 66% 70% 59%
All French farms 36% 50% 58% 63% 68% 56%

French FADN 2006 / INRA Nantes

Annex 4-10.Single Farm Payment per hectare: according to TFSBM

Standard Gross Margin (SGM) All

40 ESU <| 40 - 60 ES|60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 271 9 26 281 266 278 275
14 - General field cropping 278 357 356 333 330 3B1
28 - Market Gardening 268 274 215 307 213 2p5
29 - Specialist horticulture ng 21 ns ns 252 240
37 - Specialist vineyard&A\QC) 151 120 235 161 255 240
38 - Other vineyards 271 260 278 257 268 267
39 - Fruits and permanent crops 289 192 185 113 246 216
41 - Specialist dairying 192 242 272 279 309 256
42 - Specialist cattle-rearing and fattening 124 114 167 183 182 139
43 - Cattle-dairying, rearing and fattening 151 220 259 252 277 249
44 - Sheep, goats and other grazing livestock 94 6 11 137 128 166 111
50 - Specialist granivores 244 248 213 246 260 253
60 - Mixed cropping 224 239 284 276 281 247
71 - Mixed livestock, mainly grazing livestock ns 191 241 304 299 254
72 - Mixed livestock, mainly granivores ns 18p 260 260 303 263
81 - Field crops-grazing livestock combined 186 285 253 253 292 263
82 - Various crops and livestock combined 169 274 57 2 255 274 250
All French farms 162 212 253 260 288 242
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Annex 4-11.Distribution of direct subsidies from the firstlpil of the CAP: according to TF and SGM
Standard Gross Margin (SGM) All
40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 27%  ,5%2 4,1% 5,1% 13,4% 27,7%
14 - General field cropping 0,59 0,6% 0,7% 1,16 96,6 9,4%
28 - Market Gardening 0,0% 0,09 0,0% 0,0% 0,1 0,1%
29 - Specialist horticulture 0,0% 0,0% 0,0% 0,0%% 0%, 0,0%
37 - Specialist vineyard&A\QCQ) 0,0% 0,0% 0,0% 0,0% 0,5% 0,6%
38 - Other vineyards 0,1% 0,09 0,1% 0,1% 0,2% 0,%%
39 - Fruits and permanent crops 0,1% 0,0% 0,0% 0,0% 0,2% 0,3%
41 - Specialist dairying 2,2% 2,99 2,8% 3,4% 3,00 4,4%
42 - Specialist cattle-rearing and fattening 7,7% ,9%R 2,1% 0,7% 0,7% 14,2%
43 - Cattle-dairying, rearing and fattening 0,3% 49%, 0,8% 0,7% 1,4% 3,6%
44 - Sheep, goats and other grazing livestock 1,8% 0,8% 0,4% 0,4% 0,3% 3,7%
50 - Specialist granivores 0,0% 0,0% 0,1% 0,1% 0,6% 0,8%
60 - Mixed cropping 0,4% 0,3% 0,59 0,4% 1,2% 2, 7%
71 - Mixed livestock, mainly grazing livestock  0,3% 0,3% 0,4% 0,5% 0,6% 2,0%
72 - Mixed livestock, mainly granivores 0,1% 0,2% 3% 0,3% 1,0% 2,0%
81 - Field crops-grazing livestock combined 1,9p%6 1%, 2,2% 2,9% 8,2% 16,2%
82 - Various crops and livestock combined 0,3% 0,2% 0,2% 0,2% 0,8% 1,7%
All French farms 18,2% 12,3% 14,7% 16,0% 38,8% 100,0%

French FADN 2006 / INRA Nantes

Annex 4-12.Direct subsidies from the first pillar of the CABrdarm: according to TF and SGM

Standard Gross Margin (SGM) All

40 ESU <| 40 - 60 ES|60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 15 700 26 600 36 800 45 700 77 500 42 100
14 - General field cropping 9 50( 17 70D 21 100 908 55100 34 600
28 - Market Gardening 100 1 40( 1400 1500 5700 80
29 - Specialist horticulture 0 0 a 70 60D 200
37 - Specialist vineyard&A\QC) 100 200 800 900 2 600 1400
38 - Other vineyards 1 00@ 1600 31Q0 5100 10300 3100
39 - Fruits and permanent crops 1400 1900 2000 2003 5100 2800
41 - Specialist dairying 9500 16 600 23800 314p0 48 700 20 600
42 - Specialist cattle-rearing and fattening 22 6P0 35 800 49 000 60 200 85 400 29 200
43 - Cattle-dairying, rearing and fattening 13700 24 200 31 200 39 200 61 30 34 500
44 - Sheep, goats and other grazing livestock D1 20 16 800 21900 35300 44 400 15 300
50 - Specialist granivores 1200 4 000 6 300 11 400 17 800 9 000
60 - Mixed cropping 6 200 15 100 23 800 25 000 G92 18800
71 - Mixed livestock, mainly grazing livesto¢ck 16 500 21 700 28 200 29 00 44 400 27 600
72 - Mixed livestock, mainly granivores 9 900 100Q 21900 22 700 32 700 23 500
81 - Field crops-grazing livestock combined 18 100 25 200 34 600 43 800 68 200 41 000
82 - Various crops and livestock combined 8 800 70@ 18 600 20 700 34 000 18 50D
All French farms 12 400 18 900 25 300 30 500 42 200 24 100
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Annex 4-13.Direct subsidies from the first pillar of the CABrpAWU: according to TF and SGM
Standard Gross Margin (SGM) All
40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 13 500 23 200 30 700 33100 38 200 29 400
14 - General field cropping 5 60( 10 70D 10 700 10@ 20 600 16 100
28 - Market Gardening 0 500 400 30D 800 400
29 - Specialist horticulture 0 0 a 10 10p 100
37 - Specialist vineyard&A\QCQ) 100 100 400 400 600, 500
38 - Other vineyards 900 1 10( 1300 2 200 2600 70
39 - Fruits and permanent crops 800 700 700 800 500 600
41 - Specialist dairying 7 800 10 800 12 800 14 7p0 16 600 12 100
42 - Specialist cattle-rearing and fattening 20 0p0 24 400 25 300 26 700 29 200 22 100
43 - Cattle-dairying, rearing and fattening 11400 16 700 20 100 20 100 2210 19 200
44 - Sheep, goats and other grazing livestock 8 400 10 500 11 300 13 800 12 200 9 800
50 - Specialist granivores 1000 3100 4 000 6200 7200 5000
60 - Mixed cropping 3800 9400 9 600 13 1Q0 97p0 8200
71 - Mixed livestock, mainly grazing livestock 11 800 13 300 15 600 14 30 16 500 14 500
72 - Mixed livestock, mainly granivores 6 900 1®M5Q9 13900 13 000 12 900 12 100
81 - Field crops-grazing livestock combined 15900 20 600 22 200 23 200 25500 22 700
82 - Various crops and livestock combined 7 000 300 10 600 16 300 14 200 11 300D
All French farms 9 500 12 300 13 900 14 90( 12 400 12 200

French FADN 2006 / INRA Nantes

Annex 4-14.Direct subsidies from the first pillar of the CAIFFI (%): according to TF and SGM

Standard Gross Margin (SGM) All
40 ESU <| 40 - 60 ES|60 - 80 ESU80-100 ESU > 100 ESU

13 - Specialist cereals, oilseed and protein 200% 4694 147% 146% 134% 1449
14 - General field cropping 66% 949 58% 89% 73% 74
28 - Market Gardening 0% 4% 4% 3% 12% 5
29 - Specialist horticulture 0% 0% 0% 22% 2% 1
37 - Specialist vineyard&A\QC) 1% 1% 3% 3% 3% 3%
38 - Other vineyards 13% 209 40% 11% 150 15
39 - Fruits and permanent crops 7% 6% 6% 10% 3%

41 - Specialist dairying 58% 72% 73% 78% 81% 73
42 - Specialist cattle-rearing and fattening 99% 7%1 113% 99% 94% 104%
43 - Cattle-dairying, rearing and fattening 74% 9506 104% 112% 106% 102%
44 - Sheep, goats and other grazing livestock 70% 9% 7| 81% 85% 65% 74%
50 - Specialist granivores 89 34% 20% 2690 21% 2(
60 - Mixed cropping 52% 75% 1049 60% 76% 72
71 - Mixed livestock, mainly grazing livestock 111% 70% 75% 73% 79% 799
72 - Mixed livestock, mainly granivores 111% 70% w7 68% 47% 57%
81 - Field crops-grazing livestock combined 129% 294 130% 121% 115% 121%
82 - Various crops and livestock combined 5406 65% 7%6 95% 56% 61%
All French farms 7% 84% 85% 84% 64% 74%
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Annex 4-15.Distribution of direct subsidies from the seconithpiof the CAP: according to TF and SGM

Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 1,1% ,7%0 0,9% 1,2% 2,8% 6,7%,
14 - General field cropping 0,49 0,2% 0,2% 0,200 %,0 3,0%
28 - Market Gardening 0,2% 0,09 0,1% 0,1% 0,5% 0,9%
29 - Specialist horticulture 0,1% 0,1% 0,0% 0,0%% 299, 0,5%
37 - Specialist vineyard&A\QCQ) 0,4% 0,4% 0,7% 0,3% 2,3% 4,1%
38 - Other vineyards 1,2% 0,59 0,5% 0,2% 0,7% 3,1%
39 - Fruits and permanent crops 0,5% 0,5% 0,4% 0,8% 3,0% 4,8%
41 - Specialist dairying 6,6% 4,19 2,5% 3,1% 1,66 7,9%
42 - Specialist cattle-rearing and fattening 15,1% 4,8% 3,3% 1,1% 0,9% 25,2%
43 - Cattle-dairying, rearing and fattening 0,8%% 590, 0,5% 0,6% 0,7% 3,1%
44 - Sheep, goats and other grazing livestock 8,6% 3,5% 1,3% 1,1% 0,7% 15,2%
50 - Specialist granivores 0,1% 0,0% 0,1% 0,1% 0,2% 0,5%
60 - Mixed cropping 0,6% 0,2% 0,39 0,3% 0,8% 2,2%
71 - Mixed livestock, mainly grazing livestock  0,4% 0,3% 0,4% 0,8% 0,3% 2,1%
72 - Mixed livestock, mainly granivores 0,3% 0,3% 2% 0,3% 0,5% 1,5%
81 - Field crops-grazing livestock combined 1,5p6 690, 1,2% 1,6% 3,1% 8,0%
82 - Various crops and livestock combined 0,620 0,1% 0,2% 0,1% 0,3% 1,2%
All French farms 38,5% 16,7% 12,8% 11,3% 20,6% 100,0%

French FADN 2006 / INRA Nantes

Annex 4-16.Direct subsidies from the second pillar of the Q#d? farm: according to TF and SGM

Standard Gross Margin (SGM) All

40 ESU <| 40 - 60 ES|60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 1400 1700 1800 2 400 3600 2300
14 - General field cropping 1 70d 1300 1600 11p0 3700 2 500
28 - Market Gardening 1 200 90( 2300 3300 7300 90o@
29 - Specialist horticulture 1 00d 1800 1300 060 3000 1800
37 - Specialist vineyard&\OQ) 1300 2500 2800 1 400 2700 2300
38 - Other vineyards 4000 4300 5300 2800 7800 4600
39 - Fruits and permanent crops 2800 6 100 5800 3008 18 600 8 900
41 - Specialist dairying 6 300 510 4700 6 200 608 5700
42 - Specialist cattle-rearing and fattening 9900 13200 16 800 20 800 24 90 11 600
43 - Cattle-dairying, rearing and fattening 8 800 006 4900 7 200 6 400 6 60
44 - Sheep, goats and other grazing livestock ? 10 15900 16 700 20 700 21 500 13 900
50 - Specialist granivores 70( 160D 1400 15p0 20a 1200
60 - Mixed cropping 2200 2300 3200 4200 6 000 408
71 - Mixed livestock, mainly grazing livestock 4 400 5300 6 400 9900 4 300 6 200
72 - Mixed livestock, mainly granivores 5000 5600 2800 4100 3700 4 00(Q
81 - Field crops-grazing livestock combined 3300 008 4 300 5300 5700 4 500
82 - Various crops and livestock combined 4 000 0Q 6 4 400 2 000 2 600 310¢
All French farms 5800 5700 4900 4 800 5000 5400
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Annex 4-17.Direct subsidies from the second pillar of the Q#d? AWU: according to TF and SGM

Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 1230 1450 1500 1700 1780 1570
14 - General field cropping 99(Q 77( 830 630 1400 14Q
28 - Market Gardening 450 300 670 580 1030 710
29 - Specialist horticulture 550 61( 33D 220 430 048
37 - Specialist vineyard&A\QCQ) 930 1390 1350 570 630 750
38 - Other vineyards 3370 3160 2 320 1210 1970 2450
39 - Fruits and permanent crops 1570 2 3b0 2110 9901 1990 1970
41 - Specialist dairying 5180 333 2520 2920 92a 3320
42 - Specialist cattle-rearing and fattening 8780 8960 8 650 9210 8 50( 8770
43 - Cattle-dairying, rearing and fattening 7 340 130 3150 3680 2290 366
44 - Sheep, goats and other grazing livestock 9120 9970 8 680 8 090 5910 8 930
50 - Specialist granivores 58( 123p 920 840 5p0 0 64
60 - Mixed cropping 1370 1400 1300 2200 1480 48Q
71 - Mixed livestock, mainly grazing livesto¢ck 3 180 3280 3540 4 880 1590 3240
72 - Mixed livestock, mainly granivores 3500 3470 1760 2320 1450 2070
81 - Field crops-grazing livestock combined 2880 43P 2730 2830 2120 2470
82 - Various crops and livestock combined 3140 40 1 2490 1570 1070 1 89(
All French farms 4490 3720 2690 2330 1460 2720
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Annex 4-18.Direct subsidies from the second pillar of the CAPI (%): according to TF and SGM

Standard Gross Margin (SGM) All

40 ESU < | 40 - 60 ESI80 - 80 ESUB0-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 18% D% 7% 8% 6% 8%
14 - General field cropping 12% 79 4% 3% 5% 5%
28 - Market Gardening 5% 3% 79 6% 16% 8%
29 - Specialist horticulture 7% 6% 5% 48% 8% 7%
37 - Specialist vineyard&A\Q Q) 10% 10% 10% 5% 3% 5%
38 - Other vineyards 49% 549 69% 6% 12% 22%
39 - Fruits and permanent crops 15% 20p6 18% 27% 29% 24%
41 - Specialist dairying 38% 22% 14% 16% 9% 20pb
42 - Specialist cattle-rearing and fattening 43% %43 39% 34% 28% 41%
43 - Cattle-dairying, rearing and fattening 47% 246  16% 21% 11% 19%
44 - Sheep, goats and other grazing livestock 75% 5% 7| 62% 50% 31% 67%
50 - Specialist granivores 59 14% 5% 3% 1% 3%
60 - Mixed cropping 18% 11% 149 10% 12% 13%
71 - Mixed livestock, mainly grazing livestock 30% 17% 17% 25% 8% 18%
72 - Mixed livestock, mainly granivores 56% 23% 10%% 12% 5% 10%
81 - Field crops-grazing livestock combined 23% 17%  16% 15% 10% 13%
82 - Various crops and livestock combined 24 7% %16 9% 4% 10%
All French farms 36% 25% 17% 13% 8% 16%
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Annex 4-19.French professional farms: according to regionsS@G#1

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HA80

Alsace 0,6% 0,2% 0,2% 0,3% 0,5% 1,8%
Aquitaine 3,2% 1,1% 0,9% 0,6% 2,2% 8,0%
Auvergne 3,2% 0,8% 0,5% 0,3% 0,2% 5,1%
Basse-Normandie 1,4% 0,7% 0,8% 0,7% 0,7% 4,3%
Bourgogne 1,2% 0,7% 0,7% 0,6% 1,3% 4,5%
Bretagne 2,0% 1,7% 1,5% 1,5% 2,0% 8,7%
Centre 0,9% 0,8% 0,8% 1,1% 1,8% 5,4%
Ch. Ardennes 0,4% 0,4% 0,7% 0,7% 2,5% 4,7%
Corse 0,4% 0,1% 0,0% 0,0% 0,0% 0,5%
Franche-Comté 0,7% 0,4% 0,3% 0,2% 0,2% 1,9%
Haute-Normandie 0,2% 0,3% 0,2% 0,4% 0,9% 2,1%
lle de France 0,1% 0,1% 0,2% 0,2% 0,7% 1,2%
L. Roussillon 3,0% 0,9% 0,6% 0,4% 0,6% 5,5%
Limousin 1,9% 0,6% 0,3% 0,2% 0,1% 3,0%
Lorraine 0,4% 0,3% 0,4% 0,4% 0,9% 2,4%
Midi-Pyrénées 5,1% 1,7% 1,1% 0,7% 0,7% 9,2%
Nord Pas de Calais 0,6% 0,5% 0,6% 0,5% 1,0% 3,2%
PACA 2,4% 1,6% 1,5% 1,3% 1,6% 8,5%
Pays de la Loire 0,3% 0,2% 0,4% 0,5% 1,7% 3,1%
Picardie 1,4% 1,0% 1,0% 0,8% 1,2% 5,4%
Poitou-Charentes 1,9% 0,5% 0,4% 0,3% 0,8% 3,9%
Rhoéne-Alpes 4,1% 1,1% 0,9% 0,7% 0,8% 7,5%
France 35,4% 15,8% 14,0% 12,6% 22,2% 100,0%
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Annex 4-20.Distribution of the direct subsidies (total): aatiog to regions and SGM (%)

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HS80

Alsace 0,2% 0,1% 0,2% 0,2% 0,4% 1,2%
Aquitaine 2,0% 0,8% 0,8% 0,5% 1,4% 5,5%
Auvergne 2,9% 1,2% 0,9% 0,7% 0,6% 6,3%
Basse-Normandie 0,7% 0,5% 0,8% 0,9% 1,3% 4,2%
Bourgogne 1,2% 0,9% 1,1% 0,9% 2,3% 6,3%
Bretagne 0,7% 1,0% 1,1% 1,3% 2,2% 6,3%
Centre 0,5% 0,8% 0,9% 1,6% 3,8% 7,5%
Ch. Ardennes 0,1% 0,3% 0,6% 0,9% 3,7% 5,6%
Corse 0,3% 0,0% 0,0% 0,0% 0,0% 0,3%
Franche-Comté 0,4% 0,3% 0,3% 0,3% 0,5% 1,9%
Haute-Normandie 0,1% 0,2% 0,2% 0,6% 1,8% 2,9%
lle de France 0,0% 0,1% 0,2% 0,3% 1,6% 2,1%
L. Roussillon 1,3% 0,5% 0,3% 0,1% 0,5% 2, 7%
Limousin 1,7% 0,8% 0,6% 0,3% 0,1% 3,6%
Lorraine 0,3% 0,3% 0,5% 0,7% 2,3% 4,1%
Midi-Pyrénées 3,9% 1,7% 1,4% 1,0% 1,3% 9,4%
Nord Pas de Calais 0,2% 0,3% 0,5% 0,5% 1,5% 3,1%
PACA 1,2% 1,3% 1,6% 1,9% 2,8% 8,7%
Pays de la Loire 0,1% 0,2% 0,4% 0,6% 4,0% 5,3%
Picardie 0,8% 0,9% 1,1% 1,0% 2,2% 6,0%
Poitou-Charentes 0,8% 0,2% 0,1% 0,1% 0,5% 1,7%
Rhoéne-Alpes 2,4% 0,8% 0,6% 0,7% 0,7% 5,3%
France 21,9% 13,1% 14,3% 15,1% 35,5% 100,0%
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Annex 4-21.Number of French professional farms: accordingggians and SGM
Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESUY 80-100 ESU >HS8U
Alsace 2100 700 800 900 1800 6 300
Aquitaine 11 000 3700 3100 2 200 7 600 27 5p0
Auvergne 11 100 2900 1 70(¢ 120D 700 17 5p0
Basse-Normandie 4900 2400 2 800 2 400 2 400 14 900
Bourgogne 4 200 2 300 2500 2 000 4 400 15 500
Bretagne 6 800 5800 5 000 5200 6 900 29 700
Centre 3000 2 800 2 70( 3800 6 300 18 5p0
Ch. Ardennes 1200 1400 2 60D 25Q0 8 400 16 100
Corse 1200 200 100 (0 10( 1700
Franche-Comté 2 500 1 50( 1000 800 800 6 700
Haute-Normandie 800 1100 700 1500 3000 7 100
lle de France 200 300 60( 700 2 3700 4 200
L. Roussillon 10 100 3200 2100 140D 2100 18 900
Limousin 6 600 1900 1100 504 200 10 300
Lorraine 1400 1000 1500 1400 3000 8 300
Midi-Pyrénées 17 400 5900 3700 2300 2 400 31 600
Nord Pas de Calais 2 20 1700 2 000 1800 3400 1001
PACA 8 400 5400 5100 4 600 5500 29 000
Pays de la Loire 900 900 1300 1800 5700 10 600
Picardie 4900 3500 3 30( 290D 4000 18 5p0
Poitou-Charentes 6 600 1700 1400 1000 2 00 03 20
Rhoéne-Alpes 14 000 380(¢ 300D 2 300 2 600 25 600
France 121 400 54 100 48 10( 43 20D 76 100 342 800
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Annex 4-22.Direct subsidies (total) per farm: according toioeg and SGM (euros)

Standard Gross Margin (SGM) All

40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 Eéru >HS80
Alsace 11 000 18 600 24 600 25 100 23700 19 300
Aquitaine 18 300 22 600 25 400 22 50( 19 300 20 300
Auvergne 26 300 41 500 54 90Q 62 500 83800 36 200
Basse-Normandie 15 400 20 90d 28 600 36 900 52 300 8 20Q
Bourgogne 27 900 38 400 43 500 43 400 53 300 41 300
Bretagne 11 000 17 400 22 400 25 000 32 100 21 500
Centre 16 900 27 300 34 300 42 100 61 100 41 1p0
Ch. Ardennes ns 18 900 24 60( 37 00D 44 200 35 000
Corse 21 700 14 200 17 400 ng 12 500 19 700
Franche-Comté 17 500 23 000 32700 39800 62 8D0 6029
Haute-Normandie ns 19 200 ng 38 600 59 700 40 8p0
lle de France ns 24 500 30 50( 37 30D 69 100 50 900
L. Roussillon 12 600 15 800 16 500 800 25600 ae 7
Limousin 26 600 40 700 60 100 66 10( ns 35 7Q0
Lorraine ns 29 100 35 400 46 300Q 77 300 49 500
Midi-Pyrénées 22 700 29900 38 50( 45 60p 55 000 (00:30]
Nord Pas de Calais 10 400 18 600 24 900 28 800 as 70 28 000
PACA 14 200 23 800 31 200 41 100 50 700 30 200
Pays de la Loire ns 21900 28 60 33 600 71000 7080
Picardie 15 900 25 800 33 300 36 100 56 600 32700
Poitou-Charentes 12 500 12 300 7 80D 13 000 18 200 3100
Rhoéne-Alpes 17 700 20 700 21 10( 29 60D 28 900 20 70
France 18 200 24 500 30 200 35 300 a7 20b 29 500
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Annex 4-23.Direct subsidies (total) per AWU: according to g and SGM (euros)
Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESUY 80-100 ESU >HS8U
Alsace 8 400 12 400 15 100 10 50( 6 40D 8 800
Aquitaine 13 900 13 200 11 500 10 40( 4 800D 8 800
Auvergne 22 600 23700 28 900 25 300 25970 24 100
Basse-Normandie 11 000 15 00d 17 200 18 700 19 100 6 00Q
Bourgogne 24 900 26 700 32 200 26 80D 16 400 22 000
Bretagne 8200 11 800 13 200 13 200 10 0Q0 11 0PO
Centre 10 800 21 800 21 300 27 000 24 000 22 1p0
Ch. Ardennes ns 15 500 17 80( 23 30D 13 200 14 500
Corse 17 900 6 900 5400 ng 2 300 11 240
Franche-Comté 15 400 14 700 19 80D 22 000 20 9p0 10@8
Haute-Normandie ns 13 000 ng 22 600 22 800 20 9p0
lle de France ns 17 300 18 500 10 20Pp 26 100 19 600
L. Roussillon 10 000 9 700 7 300 2 60( 4 30D 7 100
Limousin 21 300 25900 26 500 26 30( ng 23 7Q0
Lorraine ns 20 400 21 300 25 00d 29 400 25 800
Midi-Pyrénées 17 300 19 600 18 30( 19 60D 14 100 5007
Nord Pas de Calais 6 900 13 10( 16 000 17 000 18200 15200
PACA 11 600 16 700 15 700 17 800Q 12 400 14 300
Pays de la Loire ns 18 600 21 70(¢ 25100 31200 1028
Picardie 12 900 21 300 23 800 22 000 19 900 19 6p0
Poitou-Charentes 7 800 5 600 3200 3700 2800 4 600
Rhoéne-Alpes 12 900 10 800 8 80 10 400 5700 10 00O
France 14 000 16 000 16 600 17 200 13 80D 15 000

Annex 4-24.Direct subsidies (total) per UAA: according to i@1s and SGM (euros)
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Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HS80

Alsace 369 479 457 480 404 426
Aquitaine 548 490 479 445 333 44y
Auvergne 450 413 427 410 413 431
Basse-Normandie 326 362 36[L 371 389 364
Bourgogne 400 391 381 364 363 377
Bretagne 418 403 400 404 386 398
Centre 348 359 364 348 353 354
Ch. Ardennes ns 326 365 361 3756 368
Corse 263 213 267 ng 237 25
Franche-Comté 303 273 285 300 315 298
Haute-Normandie ns 358 ns 42p 372 381
lle de France ns 366 39( 390 374 317
L. Roussillon 320 330 366 187 385 328
Limousin 427 404 411 417 ng 418
Lorraine ns 362 340 346 353 358
Midi-Pyrénées 473 423 461 38 408 440
Nord Pas de Calais 374 404 432 418 408 411
PACA 394 380 447 414 414 411
Pays de la Loire ns 431 419 4156 414 413
Picardie 363 378 369 359 363 36p
Poitou-Charentes 464 361 284 286 352 385
Rhoéne-Alpes 316 365 367 359 35 339
France 401 387 396 379 377 38¢
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Annex 4-25.Direct subsidies (total) per Family Farm incomecading to regions and SGM (%)
Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESUY 80-100 ESU >HS8U

Alsace 69% 102% 87% 99% 37% 59%
Aquitaine 128% 108% 112% 94% 65% 96%
Auvergne 147% 185% 181% 174% 134% 159%
Basse-Normandie 85% 92% 98% 99% 108% 98%
Bourgogne 146% 167% 159% 159% 84% 119%
Bretagne 85% 76% 71% 71% 44% 60%
Centre 85% 122% 123% 114% 106% 109%
Ch. Ardennes ns 61% 62% 79% 34% 41%
Corse 121% 67% 66% ns 22% 93%
Franche-Comté 102% 108% 90% 95% 85% 95%
Haute-Normandie ns 173% ns 98% 90% 99%
lle de France ns 103% 117% 231% 106% 110%
L. Roussillon ns ns s ns ns ns
Limousin 132% 136% 140% 158% ns 134%
Lorraine ns 165% 129% 129% 107% 119%
Midi-Pyrénées 149% 138% 139% 157% 118% 141%
Nord Pas de Calais 77% 93% 86% 79% 7% 80%
PACA 62% 96% 83% 94% 7% 81%
Pays de la Loire ns 108% 110% 110% 113% 115%
Picardie 89% 108% 99% 75% 63% 78%
Poitou-Charentes 79% 58% 31% 29% 38% 51%
Rhéne-Alpes 110% 67% 65% 70% 49% 77%
France 114% 109% 102% 98% 71% 90%
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Annex 4-26.Single Farm Payment per farm: according to regaonsSGM (euros)

Standard Gross Margin (SGM) All

40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HS80
Alsace 6 900 13 800 18 300 19 70( 17 100 13 900
Aquitaine 6 100 10 100 12 600 13 10( 10 500 9100
Auvergne 8 200 15500 23 700 29 40 41 300 13 600
Basse-Normandie 7 400 13 30Q 19 60D 26 800 38 100 7008
Bourgogne 10 200 14 600 21 404 26 400 33 300 21 400
Bretagne 5700 12 200 17 20Q 18 500 23 300 15 200
Centre 7 300 15 000 22 500 28 00 43 600 27 200
Ch. Ardennes ns 13100 18 90( 26 70D 33400 26 200
Corse 2 500 1500 800 ns 304 2100
Franche-Comté 7 200 11 500 19 400 25700 43 700 0Q6 9
Haute-Normandie ns 14 200 ng 27 200 45 4Q0 30 200
lle de France ns 17 600 21 90( 26 40D 51 500 37 400
L. Roussillon 3000 3900 5400 1 500 6 900 37Q0
Limousin 7 100 12 700 21 600 26 500 n$ 11100
Lorraine ns 16 000 22 400 28 800 53 500 31900
Midi-Pyrénées 8 000 12 300 18 20( 24 600 30 200 e10/0%
Nord Pas de Calais 6 900 13 50( 17 700 21 200 32100 19900
PACA 6 400 14 300 17 500 24 100 31700 17 500
Pays de la Loire ns 17 100 2170 25 600 52 400 6087
Picardie 7 000 13500 20 300 2270 39400 20 000
Poitou-Charentes 3100 3100 3100 4500 5600 3700
Rhoéne-Alpes 6 200 10 400 11 80( 16 100 14 800 9 3P0
France 6 600 12 200 17 500 22 300 31900 16 600
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Annex 4-27.Single Farm Payment / Total direct subsidies: atiogrto regions and SGM (%)

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HA80

Alsace 63% 74% 74% 78% 72% 72%
Aquitaine 33% 45% 50% 58% 55% 45%
Auvergne 31% 37% 43% 47% 49% 38%
Basse-Normandie 48% 64% 69% 73% 73% 66%
Bourgogne 37% 38% 49% 61% 63% 52%
Bretagne 52% 70% 7% 74% 72% 71%
Centre 43% 55% 65% 66% 71% 66%
Ch. Ardennes ns 69% 7% 72% 76% 75%
Corse 11% 10% 4% ns 3% 10%
Franche-Comté 41% 50% 59% 65% 70% 57%
Haute-Normandie ns 74% ns 70% 76% 74%
lle de France ns 72% 2% 71% 75% 74%
L. Roussillon 24% 25% 33% 18% 27% 25%
Limousin 27% 31% 36% 40% ns 31%
Lorraine ns 55% 63% 62% 69% 64%
Midi-Pyrénées 35% 41% 47% 54% 55% 43%
Nord Pas de Calais 67% 72% 71% 73% 70% 71%
PACA 45% 60% 56% 59% 63% 58%
Pays de la Loire ns 78% 76% 76% 74% 74%
Picardie 44% 52% 61% 63% 70% 61%
Poitou-Charentes 25% 25% 39% 35% 31% 28%
Rhoéne-Alpes 35% 50% 56% 55% 51% 45%
France 36% 50% 58% 63% 68% 56%
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Annex 4-28.Single Farm Payment per hectare: according to nsggond SGM

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HS80
Alsace 250 385 360 416 357 344
Aquitaine 197 243 279 310 298 253
Auvergne 149 162 191 203 212 170
Basse-Normandie 163 245 262 282 297 254
Bourgogne 155 162 196 232 251 2140
Bretagne 240 299 325 321 305 304
Centre 160 210 249 242 268 248
Ch. Ardennes ns 239 294 271 303 292
Corse 76 101 63 ns 26 76
Franche-Comté 137 142 177 210 238 183
Haute-Normandie ns 299 ns 307 308 304
lle de France ns 281 293 293 301 298
L. Roussillon 104 128 268 155 333 144
Limousin 122 134 160 174 ns 139
Lorraine ns 204 223 222 253 235
Midi-Pyrénées 176 196 240 223 258 204
Nord Pas de Calais 280 338 342 349 340 337
PACA 188 243 268 259 284 256
Pays de la Loire ns 354 346 335 335 335
Picardie 181 217 250 253 282 249
Poitou-Charentes 152 147 265 196 288 188
Rhoéne-Alpes 135 204 239 218 252 181
France 162 212 253 260 288 242
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Annex 4-29.Distribution of direct subsidies from the firstlpil of the CAP: according to region and SGM
Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESUY 80-100 ESU >HS8U

Alsace 0,2% 0,2% 0,2% 0,3% 0,5% 1,3%
Aquitaine 1,9% 0,8% 0,8% 0,5% 1,4% 5,3%
Auvergne 2,0% 0,9% 0,8% 0,6% 0,5% 4,9%
Basse-Normandie 0,7% 0,5% 0,9% 0,9% 1,4% 4,5%
Bourgogne 1,1% 0,8% 1,1% 1,0% 2,5% 6,4%
Bretagne 0,8% 1,1% 1,3% 1,5% 2,5% 7,2%
Centre 0,5% 0,8% 1,0% 1,8% 4,4% 8,6%
Ch. Ardennes 0,1% 0,3% 0,7% 1,0% 4,2% 6,4%
Corse 0,2% 0,0% 0,0% 0,0% 0,0% 0,2%
Franche-Comté 0,3% 0,3% 0,3% 0,3% 0,5% 1,7%
Haute-Normandie 0,1% 0,2% 0,2% 0,7% 2,1% 3,4%
lle de France 0,0% 0,1% 0,2% 0,3% 1,8% 2,4%
L. Roussillon 0,7% 0,3% 0,2% 0,0% 0,2% 1,4%
Limousin 1,4% 0,6% 0,5% 0,3% 0,1% 3,0%
Lorraine 0,3% 0,3% 0,6% 0,7% 2,5% 4,4%
Midi-Pyrénées 3,3% 1,5% 1,3% 1,0% 1,3% 8,3%
Nord Pas de Calais 0,3% 0,4% 0,6% 0,6% 1,7% 3,6%
PACA 1,2% 1,4% 1,7% 1,9% 3,0% 9,2%
Pays de la Loire 0,1% 0,2% 0,4% 0,7% 4,7% 6,2%
Picardie 0,8% 0,9% 1,2% 1,1% 2,5% 6,5%
Poitou-Charentes 0,4% 0,1% 0,1% 0,1% 0,3% 0,9%
Rhéne-Alpes 1,7% 0,6% 0,6% 0,6% 0,6% 4,1%
France 18,2% 12,3% 14,7% 16,0% 38,8% 100,0%

Annex 4-30.Direct subsidies from the first pillar of the CABrdarm: according to regions and SGM
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Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESY 80-100 ESU >H80
Alsace 9100 17 800 23 500 23 90( 21 600 17 600
Aquitaine 14 100 17 400 20 600 18 80 14 900 15 900
Auvergne 15 300 26 900 38 300 43 90 63 800 23 2P0
Basse-Normandie 12 500 18 300 26 000 3270 48 600 25100
Bourgogne 21 300 28 000 35 200 38 60 46 600 34 1P0
Bretagne 9 600 16 100 21 200 23 70( 30 000 20 000
Centre 14 200 23 200 31800 39 30 58 700 38 3P0
Ch. Ardennes ns 17 700 23 200 34 400 41 20D 32700
Corse 13 400 5400 6 400 ns 4 300 11 270
Franche-Comté 9 800 14 000 24 200 32 00( 54 500 21 300
Haute-Normandie ns 18 200 ns 36 600 57 900 39 300
lle de France ns 23 400 29 100 35 60d 66 40D 48 700
L. Roussillon 5400 6 800 7900 2100 9200 6 100
Limousin 17 400 27 700 41 800 49 70 ns 24 300
Lorraine ns 24900 30 900 39 10d 69 80D 43 700
Midi-Pyrénées 15 500 21 300 28 000 3590 43 600 21 60
Nord Pas de Calais 10 300 18 200 23700 27 90% 42 700 26 6P0
PACA 12 300 21 300 27 800 34 50 44 500 26 4P0
Pays de la Loire ns 21 200 27 400 32 500 67 70D 48 400
Picardie 12 800 21 200 29900 3260 52 400 29 0p0
Poitou-Charentes 5300 4900 4400 7 200 8 500 5900
Rhoéne-Alpes 10 100 14 000 16 200 20 300 19 600 13 3p0
France 12 400 18 900 25 300 30 50(1) 42 200 24 100
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Annex 4-31.Direct subsidies from the first pillar of the CABrpAWU: according to regions and SGM (euros)

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HA80

Alsace 7 000 11 900 14 400 10 00¢ 590p 8 000
Aquitaine 10 800 10 100 9 300 8 700 3700 6 900
Auvergne 13 200 15 300 20 200 17 80 19 700 15500
Basse-Normandie 9 000 13100 15 700 16 50( 17 700 14 200
Bourgogne 19 000 19 500 26 100 23 80 14 400 18 100
Bretagne 7 200 10 900 12 500 12 50( 9 30D 10 200
Centre 9100 18 500 19 700 25 20( 23 000 20 600
Ch. Ardennes ns 14 500 16 800 21 700 12 30D 13 600
Corse 11100 2 600 2000 ns 80( 6 30D

Franche-Comté 8 600 8 900 14 700 17 70( 18 10D 13 100
Haute-Normandie ns 12 300 ns 21 400 22 100 20 2Q0
lle de France ns 16 500 17 600 9 700 25100 18 700
L. Roussillon 4 300 4200 3500 700 1 50( 2900

Limousin 14 000 17 700 18 400 19 80 ns 16 100
Lorraine ns 17 400 18 600 21 10d 26 60D 22 700
Midi-Pyrénées 11 800 13 900 13 300 1540 11100 12 700
Nord Pas de Calais 6 800 12 800 15 200 16 40( 17 000 14 500
PACA 10 000 14 900 14 000 14 90 10 900 12 400
Pays de la Loire ns 18 000 20 800 24 300 29 70D 26 900
Picardie 10 400 17 600 21 400 19 90 18 500 17 400
Poitou-Charentes 3 300 2 200 1800 2100 1300 2 100

Rhoéne-Alpes 7 400 7 300 6 700 7 100 3900 6 400

France 9500 12 300 13 900 14 90( 12 400 12 200
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Annex 4-32.Direct subsidies from the first pillar of the CAIFFI: according to regions and SGM (%)

Standard Gross Margin (SGM) All

40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HS80
Alsace 57% 98% 83% 94% 34% 549%
Aquitaine 99% 83% 91% 78% 51% 75%
Auvergne 86% 120% 126% 122% 1029 102%
Basse-Normandie 69% 81% 90% 88% 101% 879
Bourgogne 112% 122% 128% 142% 749 98%
Bretagne 75% 71% 67% 67% 42% 56%
Centre 72% 104% 114% 106% 1029 102%
Ch. Ardennes ns 57% 58% 74% 32% 38%
Corse 75% 26% 24% ns 7% 52%
Franche-Comté 57% 66% 67% 76% 74% 68%
Haute-Normandie ns 165% ns 93% 87% 959
lle de France ns 99% 111% 220% 101% 106%
L. Roussillon ns ns S ns ns ns
Limousin 86% 93% 98% 119% ns 919
Lorraine ns 141% 113% 109% 97% 105%
Midi-Pyrénées 102% 98% 101% 123% 93% 102%
Nord Pas de Calais 7% 91% 82% 76% 72% 76%
PACA 54% 86% 74% 79% 68% 71%
Pays de la Loire ns 105% 106% 106% 1089 110%
Picardie 72% 89% 89% 68% 58% 69%
Poitou-Charentes 34% 23% 17% 16% 18% 23%
Rhoéne-Alpes 63% 45% 50% 48% 33% 50%
France 7% 84% 85% 84% 64% 74%

French FADN 2006 / INRA Nantes
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Annex 4-33.Distribution of direct subsidies from the seconithpiof the CAP: according to region and SGM

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HA80

Alsace 0,2% 0,0% 0,0% 0,1% 0,2% 0,5%
Aquitaine 2,5% 1,1% 0,8% 0,4% 1,8% 6,6%
Auvergne 6,6% 2,3% 1,5% 1,2% 0,7% 12,4%
Basse-Normandie 0,8% 0,3% 0,4% 0,5% 0,5% 2,5%
Bourgogne 1,5% 1,3% 1,1% 0,5% 1,6% 6,1%
Bretagne 0,5% 0,4% 0,3% 0,4% 0,8% 2,4%
Centre 0,4% 0,6% 0,4% 0,6% 0,8% 2,8%
Ch. Ardennes 0,0% 0,1% 0,2% 0,4% 1,3% 2,0%
Corse 0,5% 0,1% 0,1% 0,0% 0,0% 0,8%
Franche-Comté 1,0% 0,7% 0,5% 0,4% 0,4% 3,0%
Haute-Normandie 0,0% 0,1% 0,0% 0,2% 0,3% 0,6%
lle de France 0,0% 0,0% 0,0% 0,1% 0,3% 0,5%
L. Roussillon 4,0% 1,6% 1,0% 0,4% 1,9% 8,8%
Limousin 3,3% 1,3% 1,1% 0,5% 0,2% 6,4%
Lorraine 0,3% 0,2% 0,4% 0,6% 1,2% 2,6%
Midi-Pyrénées 6,8% 2,8% 2,1% 1,2% 1,5% 14,4%
Nord Pas de Calais 0,0% 0,0% 0,1% 0,1% 0,5% 0,8%
PACA 0,9% 0,8% 1,0% 1,7% 1,9% 6,1%
Pays de la Loire 0,0% 0,0% 0,1% 0,1% 1,0% 1,3%
Picardie 0,8% 0,9% 0,6% 0,5% 0,9% 3, 7%
Poitou-Charentes 2,6% 0,7% 0,3% 0,3% 1,4% 5,2%
Rhoéne-Alpes 5,7% 1,4% 0,8% 1,2% 1,3% 10,4%
France 38,5% 16,7% 12,8% 11,3% 20,6% 100,0%

French FADN 2006 / INRA Nantes

Annex 4-34.Direct subsidies from the second pillar of the Q#d? farm: according to regions and SGM

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >H80
Alsace 1900 700 1000 1200 2 10( 1600
Aquitaine 4100 5 300 4 800 3700 4 300 4 400
Auvergne 11 000 14 600 16 600 18 60 20 000 13 000
Basse-Normandie 2900 2 600 2 600 4 200 3600 3100
Bourgogne 6 600 10 400 8 300 4 800 6 600 7 200
Bretagne 1300 1300 1200 1300 2100 1500
Centre 2700 4100 2 600 2900 2 400 2800
Ch. Ardennes ns 1300 1400 2 600 2 90( 2300
Corse 8 200 8 800 11 000 ns 8 30 8 500
Franche-Comté 7 700 9 000 8 500 7 800 8 300 8 200
Haute-Normandie ns 1000 ns 2 000 1900 1500
lle de France ns 1100 1400 1700 2 70( 2200
L. Roussillon 7 200 9 000 8 700 6 00Q 16 400 8 600
Limousin 9 200 13 000 18 300 16 40( ns 11 500
Lorraine ns 4200 4 500 7 300 7 40( 5800
Midi-Pyrénées 7 200 8 700 10 500 9700 11 400 8 400
Nord Pas de Calais 100 400 1200 900 3000 1400
PACA 1900 2 600 3400 6 700 6 200 3900
Pays de la Loire ns 700 1200 1100 3 400 220D
Picardie 3100 4 600 3 300 3500 4 200 3700
Poitou-Charentes 7 200 7 400 3 500 5800 9700 7 200
Rhoéne-Alpes 7 600 6 700 4900 9 300 9 300 7 500
France 5 800 5 700 4900 4 800 5000 5400

French FADN 2006 / INRA Nantes
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Annex 4-35.Direct subsidies from the second pillar of the Q#d? AWU: according to regions and SGM (euros)

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HA80
Alsace 1440 500 640 510 570 730
Aquitaine 3150 3070 2180 1720 1070 1920
Auvergne 9480 8 360 8 710 7 540 6 190 8 660
Basse-Normandie 2040 1860 1560 2130 1330 1770
Bourgogne 5 860 7 240 6 150 2980 2 040 3840
Bretagne 1000 870 710 710 650 75(
Centre 1700 3310 1590 1 850 94( 1520
Ch. Ardennes ns 1030 1000 1610 88( 950
Corse 6 800 4 300 3420 ns 1 53( 4 850
Franche-Comté 6770 5730 5160 4 310 2770 5 040
Haute-Normandie ns 640 ns 1170 710 760
lle de France ns 800 870 460 1030 86(
L. Roussillon 5720 5490 3850 1 960 2750 4130
Limousin 7 360 8 280 8 070 6 530 Nng 7 590
Lorraine ns 2970 2720 3930 2 82( 3030
Midi-Pyrénées 5490 5650 5010 4 15(Q 2920 4880
Nord Pas de Calais 50 310 790 530 1200 740
PACA 1540 1800 1730 2880 1510 1830
Pays de la Loire ns 590 880 800 1470 123
Picardie 2490 3770 2390 2130 1490 2220
Poitou-Charentes 4 500 3330 1420 1 660 1480 2520
Rhoéne-Alpes 5520 3500 2 030 3270 1850 3600
France 4 490 3720 2 690 2 330 1460 2720

French FADN 2006 / INRA Nantes

Annex 4-36.Direct subsidies from the second pillar of the GAFFI: according to regions and SGM (%)

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HS80

Alsace 12% 4% 4% 5% 3% 5%
Aquitaine 29% 25% 21% 16% 15% 219%
Auvergne 62% 65% 54% 52% 32% 57%
Basse-Normandie 16% 11% 9% 11% 8% 11%
Bourgogne 34% 45% 30% 18% 10% 21%
Bretagne 10% 6% 4% 4% 3% 4%
Centre 13% 19% 9% 8% 4% 8%
Ch. Ardennes ns 4% 3% 5% 2% 3%
Corse 46% 42% 42% ns 15% 40%
Franche-Comté 45% 42% 23% 19% 11% 26%
Haute-Normandie ns 9% ns 5% 3% 4%
lle de France ns 5% 5% 10% 4% 5%
L. Roussillon ns ns S ns ns ns
Limousin 46% 43% 43% 39% ns 43%
Lorraine ns 24% 16% 20% 10% 149
Midi-Pyrénées 47% 40% 38% 33% 24% 39%
Nord Pas de Calais 1% 2% 4% 2% 5% 4%
PACA 8% 10% 9% 15% 9% 10%)
Pays de la Loire ns 3% 4% 3% 5% 5%
Picardie 17% 19% 10% 7% 5% 9%
Poitou-Charentes 46% 35% 14% 13% 20% 28%
Rhoéne-Alpes 47% 22% 15% 22% 16% 28%
France 36% 25% 17% 13% 8% 16%

French FADN 2006 / INRA Nantes
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Annex 5. Impact of the modulation in France (artice 10, Regulation N°1782/2003) |

Annex 5-1.The modulation in France over the period 2005-2@iiBions euros)

2005 | 2006| 2007] 2008 2009 2010 2011 2012 2013

Impact of the modulation (A) 186{3265,8| 334,4| 336,9| 338,3| 336,0] 336,0| 336,0

- In % total budgetary support to agriculture 1,47%96%

- In % fist pillar budgetary support 1,78%R,40%

- In % first pillar (CAP) direct subsidies 2,269%2,96%
Financial return by rural development (B) 149,0| 212,6| 267,5| 269,5| 270,6| 268,8 268,8/ 268,38
Rate of funds return (B/A n-1) 80%| 80%| 80%| 80%| 80%| 80%| 80%| 80%
Net impact of the modulation (A n-1- B) -37,3| -53,2| -66,9| -67,4| -67,4| -67,2| -67,2| -67,2

- In % total budgetary support to agriculture 0,3%| 0,4%

European Commission, 2007 ; French Ministry of adtize 2007

Typology of the Modulation (“winners” and “losers”)

Unaffected: Farm who are not affected by modulation (i.e. fatmder the franchise level), but who are also tigitde
or have chosen not to enter into Pillar 2 schemes.

Winners (type 1} Farms who areot affected by modulation, but who are eligibledatry into Pillar 2 schemes.

Winners (type 2) Farms who araffected by modulation and where the global impdi¢he modulation (decrease of the
first CAP pillar + Increase of rural development sw@@s) is positive.

Losers (type 1) Farms who araffected by modulation and where the global immddhe modulation (decrease of the
first CAP pillar + Increase of rural development sw@@s) is negative.

Losers (type 2) Farms who araffected by modulation, but who are not eligibledatry into Pillar 2 schemes.

Annex 5-2.French professional farms according to the typplognners and losers”

Unaffected Winners Losers Total
Type 1 Type 2 Total Type 1 Type 2 Total

Number of farms 63 80¢ 9 90Pp 72100 82000 581038800 | 196900 342 80D
AWU per farm 3,06 2,32 1,54 1,68 1,716 1,6 1/76 71,9
SGM (in ESU) per farm 96 57 a4 46 g7 86 87 79
UAA (ha) per farm 15 32 82 76 118 89 96 V6
GFI / Family AWU 25900 17 20( 17 200 17200 25 30023 600 24 100 22 800
CAP direct subsidies per farm 570 21p0 19 100 17 0039 400 32100 34 200 23800
Impact of the modulation (euros) 0 0 -700 -600 607 -1300 -1400 -1000
Return from rural development (* D 10Q0 18p0 070 700 0 200 55(Q
Impact after redistribution @ 100p 1100 11p0 0eo -1300 -1 200 -45(
Impact after redistribution / GFI (%6) 0% 4,2% 4,8% 4, 7% -2,6% -3,9% -3,500 -1,4%

FADN France 2006 / INRA Nantes

(*) In France, funds from the modulation are estadaat 328 million euros (rate: 5%). A return of8(262 million
euros) would be allocated the year n +1, by thalrdevelopment measures. But, only a part of thesens would
be allocated to farms. According to the MinistryAgticulture, the amount of rural development measwas 2.34
billion euros in 2006 (Annex 1), in which 70% capend to subsidies for farms. Therefore, in theuktion, it is
considered that French farms will receive 183 prilieuros (70%*262 million). These funds are usethtoease
(+16.2%) the direct subsidies allocated to agrdrenmental measures (AEM) and to less favouralda drFA).
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Annex 5-3.Characteristics of French professional farms
according to the typology “winners and losers” #mel Standard Gross Margin
Standard Gross Margin (SGM) All
40 ESU <| 40 - 60 ES}60 - 80 ESU80-100 ESU > 100 ESU
Unaffected
Number of farms 23 500 7 400 7 80D 6 700 18 5p0 8@3B
AWU per farm 1,60 2,01 2,56 3,25 5,49 3,06
SGM (in ESU) per farm 28 50 70 89 216 96
UAA (ha) per farm 9 12 15 17 22 15
GFI / Family AWU (before modulation) 12 50( 17 400 20500 22900 43 900 25900
CAP direct subsidies per farm 600 100 600 700 500 0 50
Impact of the modulation (euros) 0 0] 0 0
Return from rural development (euros) 0 (0] 0 0 0 0
Impact after redistribution (euros) ( 0 D 0 0
Impact after redistribution / GFI (%) 09 09 0% 0% %0 0%
Winners (types 1 and 2)
Number of farms 51 300 14 40( 7 200 4800 44p0  OBZ
AWU per farm 1,25 1,71 2,10 2,39 4,19 1,63
SGM (in ESU) per farm 28 49 68 89 160 46
UAA (ha) per farm 62 84 101 129 12 76
GFI / Family AWU (before modulation) 14 90( 15400 18200 19 700 31 200 17 200
CAP direct subsidies per farm 13 600 18 000 25400 87@ 28 000 17 000
Impact of the modulation (euros) -500 -600 -900 (0]011)] -1 000 -600
Return from rural development (euros) 1500 1800 10@ 2800 2500 1700
Impact after redistribution (euros) 100p 1200 0D 2 1800 1500 1100
Impact after redistribution / GFI (%) 69 59 4% 4% %2 5%
Losers (types 1 and 2)
Number of farms 46 700 32 30¢ 33100 31800 53 100197 000
AWU per farm 1,21 1,34 1,58 1,75 2,62 1,76
SGM (in ESU) per farm 30 50 70 84 16y 87
UAA (ha) per farm 46 66 85 104 161 96
GFI / Family AWU (before modulation) 12 90( 17600 21100 23 600 34 600 24 10
CAP direct subsidies per farm 16 300 23 200 30700 67 57 400 34 200
Impact of the modulation (euros) -600 -900 -1300 1500 -2 500 -1 400
Return from rural development (euros) 140 200 200 0 20 300 200
Impact after redistribution (euros) -500 -700 -D1 -1 300 -2 200 -1 200
Impact after redistribution / GFI (%) -39 -39 -4% 4% -3% -3%
All farms

Number of farms 121 400 54 10( 48 100 43 200 76 100342 800
AWU per farm 1,30 1,53 1,82 2,05 3,41 1,97
SGM (in ESU) per farm 29 50 70 89 179 79
UAA (ha) per farm 46 63 76 93 125 76
GFI / Family AWU (before modulation) 13 70( 16 900 20600 22900 36 300 22 800
CAP direct subsidies per farm 12 100 18 700 25000 03® 41 800 23 800
Impact of the modulation (euros) -400 -700 -1 000 1260 -1 800 -1 000
Return from rural development (euros) 700 600 5p0 0 50 300 500
Impact after redistribution (euros) 300 -10p -600 80G -1 500 -400
Impact after redistribution / GFI (%) 29 09 -2% -2% -2% -1%

FADN France 2006 / INRA Nantes
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Annex 5-4.Number of French farms according to the typologinhers and losers” and types of farming
Una- Winners Losers Total

ffected | Type 1| Type2 Total Type[l Typeg2 Total
13 - Specialist cereals, oilseed and protein drops 0 0| 1200 1200| 10500{ 42700/ 53200 54500
14 - General field cropping 2800 200/ 1600 1800/ 2600] 15300 18 000, 22 500
28 - Market Gardening 5000 200 0 300 100 200 300{ 5600
29 - Specialist horticulture 5300 0 0 0 0 0 0| 5300
37 - Specialist vineyard&A\QCQ) 28 700] 2000 200 2200 300f 1900/ 2200 33100
38 - Other vineyards 8000 1700 200{ 1900 200f 2400f 2600 12500
39 - Fruits and permanent crops 7 2001 000 400| 1500 100 1200{ 1200; 9900
41 - Specialist dairying 200 1500] 20700 22300 9400| 26 000| 35500 57900
42 - Specialist cattle-rearing and fattening 100 200| 23 000, 23 200| 11300 5500/ 16800 40 100
43 - Cattle-dairying, rearing and fattening 0 0| 2300] 2300 2100{ 4200, 6300, 8700
44 - Sheep, goats and other grazing livestogk 70Q 700| 14400 16 100f 1900 1300/ 3200[ 20000
50 - Specialist granivores 3600 100 300 400 600 2900 3500/ 7500
60 - Mixed cropping 1900 800 900 1600 1800 6800 8600 12100
71 - Mixed livestock, mainly grazing livestoc 0 0| 1100{ 1100{ 2500{ 2500{ 5000f 6100
72 - Mixed livestock, mainly granivores 100/ 1300 1500f 1900/ 3400/ 5400 6900
81 - Field crops-grazing livestock combined 100 0| 3000] 3000| 11400[ 18200[ 29600 32700
82 - Various crops and livestock combined 200 200f 1400 1600{ 1400{ 4200{ 5600 7400
All farms 63 800| 9900 72100, 82 000| 58 100|138 800| 197 00Q 342 800

FADN France 2006 / INRA Nantes

Annex 5-5.Distribution of French farms according to the tggy “winners and losers” and types of farming

Una- Winners Losers Total
ffected | Type 1| Type2 Total Typel Type2 Total

13 - Specialist cereals, oilseed and protein drops0% 0% 2% 2% 19% 789 98%  100%
14 - General field cropping 12% 1% % 8Pb 12% 68% %80 100%
28 - Market Gardening 90% 4% 0% 5% 2% 3% 5%  100%
29 - Specialist horticulture 99% 0% 0% 0bb (0°%) 1% 196.00%
37 - Specialist vineyard&A\Q Q) 87% 6% 1% 7% 1% 69 7%  100%
38 - Other vineyards 64% 14% 2% 156 1% 20% 21% 100%
39 - Fruits and permanent crops 73% 11% A% 15% 1% 2% 1 12%| 100%
41 - Specialist dairying 09 3% 36% 38% 16% 45% 6[L94.00%
42 - Specialist cattle-rearing and fattening 0% 1% 57% 58% 28% 14% 42%  100%
43 - Cattle-dairying, rearing and fattening (007 0% 792 27% 24% 49% 739 100%
44 - Sheep, goats and other grazing livestock 4% 8%72% 80% 10% 6% 16%  100%
50 - Specialist granivores 48% 2% 4% §% 8% 38% 46900%
60 - Mixed cropping 15% 69 7% 13% 15% 57% 71%  100%
71 - Mixed livestock, mainly grazing livestoc 1% %0 18% 18% 41% 41% 82%  100%
72 - Mixed livestock, mainly granivores 1% 2% 19% 2% 28% 50% 78%  100%
81 - Field crops-grazing livestock combined 0% % %D % 35% 56% 909 100%
82 - Various crops and livestock combined 3% B% 19%22% 18% 57% 759 100%
All farms 19% 3% 21% 24% 17% 40% 57% | 100%

FADN France 2006 / INRA Nantes
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Annex 5-6.Farms “winners” with the modulation (in % of adrins)
according to types of farming and Standard GrosgMa

Standard Gross Margin (SGM) All
40 ESU <| 40 - 60 ES|60 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 2% 4% 2% 3% 1% 2%
14 - General field cropping 28% 49 5% 1% 4% 8%
28 - Market Gardening 9% 3% 29 0% 1% 5%
29 - Specialist horticulture 0% 0% 0% 0% 1% 0%
37 - Specialist vineyard&\Q Q) 7% 8% 9% 7% 5% 7%
38 - Other vineyards 17% 129 12% 11% 20%% 15%
39 - Fruits and permanent crops 10% 32P6 8% 8% 1% 5% 1
41 - Specialist dairying 61% 37% 25% 23% 14% 38%
42 - Specialist cattle-rearing and fattening 66% %40 40% 31% 22% 58%
43 - Cattle-dairying, rearing and fattening 63% 286  14% 21% 11% 27%
44 - Sheep, goats and other grazing livestock 88% 5% 8 72% 60% 47% 80%
50 - Specialist granivores 49 8% 9% 6% 6% 6P
60 - Mixed cropping 21% 12% 109 79 4% 13%
71 - Mixed livestock, mainly grazing livestogck 37% 27% 21% 0% 4% 18%
72 - Mixed livestock, mainly granivores 71% 28% 4% 17% 8% 22%
81 - Field crops-grazing livestock combined 19% TP 7% 7% 3% 9%
82 - Various crops and livestock combined 5000 8% %10 5% 2% 22%
All farms 42% 27% 15% 11% 6% 24%
French FADN 2006 7 INRA Nantes

Annex 5-7.Farms “losers” with the modulation (in % of altrias)
according to types of farming and Standard GrosgMa

Standard Gross Margin (SGM) All

40 ESU <| 40 - 60 ES|80 - 80 ESU80-100 ESU > 100 ESU
13 - Specialist cereals, oilseed and protein 97% % 96 98% 97% 99% 98%
14 - General field cropping 35% 869 78% 93% 93P 80%
28 - Market Gardening 0% 6% 59 3% 17% 5%
29 - Specialist horticulture 0% 0% 0% 0% 2% 1%
37 - Specialist vineyard&A\Q Q) 0% 1% 5% 4% 12% 7%
38 - Other vineyards 6% 18% 27% 42% 48% 21%
39 - Fruits and permanent crops 8% 8% 8% 24% 19% % 12
41 - Specialist dairying 38% 63% 75% 7% 86% 61%
42 - Specialist cattle-rearing and fattening 33% %60 60% 69% 78% 42%
43 - Cattle-dairying, rearing and fattening 37% 726  86% 79% 89% 73%
44 - Sheep, goats and other grazing livestock 18% 4% 1 18% 40% 53% 16%
50 - Specialist granivores 39 32% 56% 71% 81% 46%
60 - Mixed cropping 53% 73% 899 83% 88% 71%
71 - Mixed livestock, mainly grazing livestock 60% 73% 79% 100% 96% 829
72 - Mixed livestock, mainly granivores 25% 72% 9690 83% 92% 78%
81 - Field crops-grazing livestock combined 8006 93%  92% 93% 97% 90%
82 - Various crops and livestock combined 45 92% 6%38 87% 98% 75%
All farms 38% 60% 69% 74% 70% 57%
French FADN 2006 / INRA Nantes
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Annex 5-8.Impact of the modulation per French farms (euros)
according to the typology “winners and losers” &mks of farming (without the redistribution of fis)

Una- Winners Losers Total
ffected | Type 1| Type2 Total Typel Type2 Total

13 - Specialist cereals, oilseed and protein drops ns ns| -1420 -1420 -2400 -1700 -1840 -1830
14 - General field cropping ( ns -640 -570 -23701670| -1770[ -146d
28 - Market Gardening @ ns ns ns ns -530 -850 -50
29 - Specialist horticulture @ ns ns s ns ns ns 0
37 - Specialist vineyard&A\Q Q) 0 0 ns -20 ns -55( -570 -40
38 - Other vineyards @ D ns -50 ns -270 -290 +70
39 - Fruits and permanent crops 0 0 ns 40 ns -370-400 -60
41 - Specialist dairying ng D -370 -330 -1000 -910 -930 -700
42 - Specialist cattle-rearing and fattening ns ns-990 -980| -1640{ -1100 -1460 -1180
43 - Cattle-dairying, rearing and fattening ns ns 880 -880| -1620] -1530 -1560 -1380
44 - Sheep, goats and other grazing livestogk ns 0450 -400| -1290 -59Q9 -101p -480
50 - Specialist granivores D ns ns -280 ns -500 0-p6 -270
60 - Mixed cropping 0 ns -490 -26D -1580 -750 -920 -690
71 - Mixed livestock, mainly grazing livestoc ns sn -560 -560| -1140 -118)0 -1160 -1050
72 - Mixed livestock, mainly granivores ns ns -5B0 -520 | -1 020 -890 -93( -840
81 - Field crops-grazing livestock combined ns nsl 120 | -1120f -1990 -1640 -1770 -1700
82 - Various crops and livestock combined ns ns ns-230 -960 -740 -80Q -65
All farms 0 0 -660 -580| -1680 -1320 -1430 -960

Annex 5-9.Impact of the modulation for French farms (% of GFI)
according to the typology “winners and losers” &ymks of farming (without the redistribution of fis)

FADN France 2006 / INRA Nantes

%

Yo

Do

Una- Winners Losers Total
ffected | Type 1| Type2 Total Typel Type2 Total

13 - Specialist cereals, oilseed and protein drops ns ns| -7,3%| -7,3% -6,0% -6,3% -6,20  -6,2
14 - General field cropping 0,0% ns -62% -5,6% 59, -3,4% -3,4%| -3,1%
28 - Market Gardening 0,0% ns ns ns ns -1,3% -2|799,1%
29 - Specialist horticulture 0,0% ns ns ns ns ns n®,0%
37 - Specialist vineyard&AQ Q) 0,0% 0,0% ns -0,19 ns -07% -0,8% -0,]
38 - Other vineyards 0,0% 0,0% ns -0,4% ns -0,4% ,5%0 -0,3%
39 - Fruits and permanent crops 0,0% 0,0% ns -0j1% ns| -1,0% -1,3%| -0,29
41 - Specialist dairying ns 0,0% -14% -1,4% -2,9%3,1% -3,1%| -2,5%
42 - Specialist cattle-rearing and fattening ns ns3,9% | -3,9%/| -4,7%| -4,49 -4,6%  -4,2
43 - Cattle-dairying, rearing and fattening ns ns3,1% | -3,1%| -4,4%| -4,39 -4,3% -4,1
44 - Sheep, goats and other grazing livestogk ns 0%0Q, -2,2%| -2,0%| -4,4% -2,7% -3,8% -2,3
50 - Specialist granivores 0,0% ns ns -0,6% ns %08 -0,8% | -0,6%
60 - Mixed cropping 0,0% ng -23% -13% -41% -2,7%3,0%| -2,6%
71 - Mixed livestock, mainly grazing livestoc ns sh -1,8%| -1,8%| -3,4% -3,1% -3.2% -3,0
72 - Mixed livestock, mainly granivores ns s -2,4%1,9% | -2,0%| -2,1% -2,19 -2,09
81 - Field crops-grazing livestock combined ns ns5,0% | -50%]| -53% -4,99 -5,1% -5,0
82 - Various crops and livestock combined ns ns nd, 1% | -2,4%| -2,3% -2,49 -2,19
All farms 0,0% | 0,0% | -2,7% | -2,4% | -4,4% | -3,9% | -4,1% | -2,9%

FADN France 2006 / INRA Nantes
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Annex 5-10.Impact of the modulation per French farms (euros)
according to the typology “winners and losers” &mks of farming (with the redistribution of funds)

Una- Winners Losers Total
ffected | Type 1| Type2 Total Typel Type2 Total

13 - Specialist cereals, oilseed and protein drops ns ns 730 730 -1630 -1700 -1680 -1630
14 - General field cropping ( ns 570 660 -1750 670 | -1680| -1290
28 - Market Gardening @ ns ns ns ns -530 -570 -20
29 - Specialist horticulture @ ns ns s ns ns ns 10
37 - Specialist vineyard&A\Q Q) 0 640 ns 620 ng -550 -520 10
38 - Other vineyards @ 1060 ns 1010 ns -270 -70 100
39 - Fruits and permanent crops 0 930 ns 360 ns 0 {37 -380 80
41 - Specialist dairying ng 1520 1380 1390 -§90-910 -830 30
42 - Specialist cattle-rearing and fattening ns ns 900 900 -740| -1100¢ -860 160
43 - Cattle-dairying, rearing and fattening ns ns 300 | 1300 -990 -1530 -1350 -640
44 - Sheep, goats and other grazing livestogk ns 0501 1650 1590 -65( -590 -620 1180
50 - Specialist granivores D ns ns 860 ns -500 -510-190
60 - Mixed cropping 0 ns 480 65pD -990 -750 -800 048
71 - Mixed livestock, mainly grazing livestoc ns sn 810 810 -660, -1 18( -920 -610
72 - Mixed livestock, mainly granivores ns ns 870 509 -660 -890 -810 -42(
81 - Field crops-grazing livestock combined ns ns 607 760| -1240f -164Q -148p -1270
82 - Various crops and livestock combined ns ns ns 570 -580 -740 -700Q -40
All farms 0| 1010f 1170 1150 -1020 -1320 -1230 -430

Annex 5-11.Impact of the modulation for French farms (% af GFI)
according to the typology “winners and losers” &mks of farming (with the redistribution of funds)

FADN France 2006 / INRA Nantes

Una-

Winners

Losers

Total

ffected | Type 1| Type2 Total Typel Type2 Total

13 - Specialist cereals, oilseed and protein drops ns ns 3,7% 3,7% -4,0% -6,3% -5, 7%  -5,6%
14 - General field cropping 0,0% ns 5,5% 6,5% -2,6%3,4% -3,3%| -2,8%
28 - Market Gardening 0,0% ns ns ns ns -1,3% -1/89%0,1%

29 - Specialist horticulture 0,0% ns ns ns ns ns n®,0%

37 - Specialist vineyard&AQ Q) 0,0% 1,6% ns 1,79 ns -0,7% -0,8% 0,0%
38 - Other vineyards 0,0% 10,9% ns 9,3% ns -04% ,4%0 0,5%
39 - Fruits and permanent crops 0,0% 1,9% ns 118% s | nrl,0% -1,2% 0,2%
41 - Specialist dairying ns 8,8% 5,3% 55% -1,7% , 18| -2,7% 0,1%
42 - Specialist cattle-rearing and fattening ns ns3,5% 3,5%| -2,1%| -4,49 -2,7% 0,6%
43 - Cattle-dairying, rearing and fattening ns ns ,6%| 4,6%| -2,7%| -43% -3,7% -1,9%
44 - Sheep, goats and other grazing livestog ns 0%4, 8,2% 8,0%| -2,29% -2,7% -2,4% 5,706
50 - Specialist granivores 0,0% ns ns 1,8% ns -0[8%),7% | -0,4%
60 - Mixed cropping 0,0% ns 2,3% 320  -26% -2,7%2,6% | -1,8%
71 - Mixed livestock, mainly grazing livestoc ns sh 25% 2,5%| -2,0% -3,1% -2,6% -1,7%
72 - Mixed livestock, mainly granivores ns ns 3,6%3,4% | -1,3%| -2,1%| -1,89 -1,0%
81 - Field crops-grazing livestock combined ns ns ,498| 3,4%| -3,3%| -49% -42% -3,8%
82 - Various crops and livestock combined ns ns n2,8% | -1,4%| -2,3% -2,19 -1,3%
All farms 0,0% | 42% | 48% | 4,7% | -2,6% | -3,9% | -3,5% | -1,3%
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Annex 5-12.Number of French farms according to the typologinhers and losers” and types of farming
Una- Winners Losers Total
ffected Type 1 Type 2 Total Type 1 Type 2 Total
Alsace 2 200 100 300 400 600 3100 3700 6 300
Aquitaine 8200 500 3800 430 4700 10 300 15 Q0o 27 B00
Auvergne 300 500 13500 14 000 1700 1500 3200 17 500
Basse-Normandie 400 300 2 700 3 00( 2 800D 8 800 11 600 14 900
Bourgogne 3000 100 4200 430 4800 3500 8 200 15 500
Bretagne 3800 400 700 1 10¢ 9100 15 800 24 900 29 00
Centre 2200 0 900 900 320 12 200 15 4p0 18 500
Ch. Ardennes 5500 300 300 60Q 3900 6 2Q0 10 1p0 16 100
Corse 500 300 800 1100 100 D 100 1700
Franche-Comté 300 400 3600 4 00( 100D 1300 2400 6 700
Haute-Normandie 100 0 200 200 80( 6 100 6 800 7 1P0
lle de France 600 0 0 0 1100 250 3500 4200
L. Roussillon 11 800 2 300 2 90( 5300 200 1700 1900 18 POO
Limousin 200 300 6 400 6 70( 310D 3Q0 35p0 10 300
Lorraine 100 0 1400 1400 2800 4000 6 8D0 8 300
Midi-Pyrénées 2 800 400 13 400 13 800 6 200 8 800 15 000 311600
Nord Pas de Calais 800 0 100 100 500 9 700 10 200 11 100
PACA 3700 400 2700 310 4 500 17 600 22 100 29 P00
Pays de la Loire 400 0 100 100 1 50( 8 60D 10 200 10 600
Picardie 2 200 200 1700 190 3900 10 500 14 400 18 0O
Poitou-Charentes 8 900 700 2 20(0 290 100 1300 1400 13 200
Rhone-Alpes 6 000 2700 10 30( 13 00p 1300 5 3p0 6 700 25600
France 63 800 9 900 72100 82 000 58100 138800  197/00042 880

FADN France 2006 / INRA Nantes

Annex 5-13.Distribution of French farms according to the tygmt “winners and losers” and types of farming

0%
0%
%
0%
D%
0%
0%

Una- Winners Losers Total
ffected Type 1 Type 2 Total Type 1 Type 2 Total

Alsace 34% 2% 5% 7% 10% 49% 59% 10(
Aquitaine 30% 2% 14% 16% 17% 37% 54% 10(
Auvergne 2% 3% 7% 80% 109 9% 19% 10(
Basse-Normandie 2% 2% 18% 20% 19% 59% 78% 1(
Bourgogne 19% 1% 27% 289 31% 22% 53p0 10
Bretagne 13% 1% 3% 4% 319 53% 84% 10
Centre 12% 0% 5% 5% 17% 66% 83% 10(
Ch. Ardennes 34% 2% 2% 49 249% 38% 6200 10
Corse 29% 17% 47% 64% 59 2% 7% 10(
Franche-Comté 4% 7% 549 61% 16% 2000 36% 10
Haute-Normandie 2% 0% 2% 29 11% 86% 97%% 10
lle de France 14% 0% 0% 09 269% 59% 8500 10
L. Roussillon 62% 12% 15% 27% 19 9% 10% 10
Limousin 2% 3% 62% 65% 30% 39 33% 100
Lorraine 1% 0% 17% 17% 34% 48% 82% 10(
Midi-Pyrénées 9% 1% 42% 439 20% 28% 48P% 10
Nord Pas de Calais 7% 09 1% 1% 5% 87 92% 1(
PACA 13% 1% 9% 10% 16% 61% 7% 100
Pays de la Loire 3% 0% 19 19 15% 81% 960 10
Picardie 12% 1% 9% 10% 219 57% 78% 10
Poitou-Charentes 67% 59 17% 22% 1% 10% 11% 1(
Rhoéne-Alpes 23% 11% 40% 51% 5% 21% 2600 10
France 19% 3% 21% 24% 17% 40% 57% 100%
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Annex 5-14.Farms “winners” with the modulation (in % of adrs)
according to regions and Standard Gross Margin

Standard Gross Margin (SGM) All
40 ESU < 40-60ESU 60-80ESU  80-100 ESU >H80
Alsace 16% 0% 2% 0% 3% 79
Aquitaine 26% 20% 11% 5% 3% 15%
Auvergne 90% 71% 60% 60% 40% 80%
Basse-Normandie 32% 249 12% 14% 690 20%
Bourgogne 56% 44% 20% 89 6% 28%
Bretagne 10% 2% 2% 1% 29 4%
Centre 13% 16% 1% 2% 0% 5%
Ch. Ardennes 6% 5% 4% 39 3% 4%
Corse 2% 50% 51% 27% 25% 64%
Franche-Comté T77% 76% 54% 27% 25% 60%
Haute-Normandie 0% 5% 0% 49 1% 2%
lle de France 0% 0% 0% 09 0% 0%
L. Roussillon 35% 25% 18% 20% 13% 28%
Limousin 75% 57% 41% 22% 41% 65%
Lorraine 16% 28% 23% 21% 9% 17%
Midi-Pyrénées 51% 47% 32% 329 15% 44%
Nord Pas de Calais 09 09 0% 0% 3% 1P6
PACA 13% 8% 15% 10% 8% 11%
Pays de la Loire 0% 0% 69 09 0% 1%
Picardie 21% 14% 2% 2% 7% 10%
Poitou-Charentes 31% 219 10% 12% 1106 22%
Rhoéne-Alpes 62% 49% 26% 40% 28% 51%
France 42% 27% 15% 11% 6% 24%
rench FADN 2006 7 INRA Nantes

Annex 5-15.Farms “losers” with the modulation (in % of altfias)
according to regions and Standard Gross Margin

Standard Gross Margin (SGM) All
40 ESU < 40 - 60 ESU 60 - 80 ESU 80-100 ESU >HA80

Alsace 54% 68% 78% 70% 479 59%
Aquitaine 59% 65% 62% 60% 389 55%
Auvergne 8% 29% 40% 40% 609 18%
Basse-Normandie 66% 739 86% 84% ) 78%
Bourgogne 36% 49% 70% 699 55% 53%
Bretagne 64% 91% 91% 899 88% 84%
Centre 71% 72% 91% 88% 88% 83%
Ch. Ardennes 45% 70% 689 76% 58% 63P0
Corse % 5% 0% 0% 15% 79
Franche-Comté 18% 22% 43% 69% 67% 35%
Haute-Normandie 100%) 88% 100% 94% 98% 96%
lle de France 0% 88% 869 83% 95% 85%
L. Roussillon 5% 11% 23% 11% 209 10%
Limousin 23% 43% 55% 76% 59% 33%
Lorraine 84% 67% 76% 79% 919 82%
Midi-Pyrénées 41% 48% 58% 549 66% 47%
Nord Pas de Calais 849 98% 94% 93% 92% 92%
PACA 67% 87% 72% 85% 76% 769
Pays de la Loire 100% 1009 90% 91% 97%% 96%
Picardie 58% 76% 91% 89% 84% 78%
Poitou-Charentes 9% 8% 11% 10% 16% 1006
Rhoéne-Alpes 22% 29% 35% 31% 30% 269%
France 38% 60% 69% 74% 70% 57%

rench FADN 2006 7/ INRA Nantes
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Annex 5-16.Impact of the modulation per French farms (euros)
according to the typology “winners and losers” aagions (without the redistribution of funds)

Una- Winners Losers Total
ffected Type 1 Type 2 Total Type 1 Type 2 Total

Alsace 0 ns ns ns| -1 310 -112D -115%0 -6P0
Aquitaine 0 ns -330 -290 -1 330 -830 -990 -580
Auvergne ns ns -710 -68( -1 880 -1450 -1 680 -850
Basse-Normandie 0 ng -670 -60Dp -1440 -990 -1 100 70 -9
Bourgogne 0 ns -1 220 -1 19( -2 310 -1870 -2130 464
Bretagne 0 ns ns ns -86 -84p -850 -720
Centre 0 ns -1 110 -1 080 -1 960 -1 920 -1 930 a 66
Ch. Ardennes 0 ns ng -59( -2 580 -2 060 -2 260 43
Corse 0 0 -550 -400 ng ns ns -390
Franche-Comté 0 ns -39( -340 -1 660 -1 480 -1 560 60 -7
Haute-Normandie ns ns ns ns -2 130 -1 6380 -1690 6561
lle de France 0 ns ng ns -2 800 -2 490 -2 580 @ 20
L. Roussillon 0 0 -770 -430 ns -73( -98p -220
Limousin ns ns -740 -710 -1 40( ns -1 380 -980
Lorraine ns ns -890 -890, -2 35 -1820 -2 040 Q82
Midi-Pyrénées 0 ns -640 -620 -1410 -960 -1 150 0-82
Nord Pas de Calais 0 ns ns ns -1870 -1 080 -1 120 1040
PACA 0 ns -980 -860 -1 540 -113( -1 210 -1 020
Pays de la Loire ns ng ns ns -2 660 -2 140 -2220 2130
Picardie 0 ns -650 -590 -1 80( -1 300 -1430 -1 180
Poitou-Charentes 0 0 -58( -440 ns -970 -1 080 -210
Rhone-Alpes 0 0 -380 -300 -1 560 -990 -1100 -440
France 0 0 -660 -580 -1 680 -1 32( -1 43b -960

Annex 5-17.Impact of the modulation for French farms (% af GFI)
according to the typology “winners and losers” aggions (without the redistribution of funds)

FADN France 2006 / INRA Nantes

Una- Winners Losers Total
ffected Type 1 Type 2 Total Type 1 Type 2 Total

Alsace 0,0% ng N9 ng -4,0% -3,60 -3, 7% -2,1%
Aquitaine 0,0% ns -2,29 -1,9% -4,6% -3,5P6 -3,9% 892,
Auvergne ns ns -3,3% -3,2% -5,9% -5,2% -5,6% -3,8%
Basse-Normandie 0,0% ns -2, 4 -2,4% -4,0% -3,6% %37 -3,4%
Bourgogne 0,0%) ng -4,4% -4,3% -6,5P0 -7,9% -7,0% %A |2
Bretagne 0,0% ng ng ns -2,3Mo -2,3% -2,8% -2,0%
Centre 0,0% ng -4,9% -3,8% -5,1% -5,0% -5,0% -44%
Ch. Ardennes 0,09 ng ns -0,6%0 -4,4% -3,9% -4 1% %1[7
Corse 0,0% 0,0% -2,7% -2,0% ns 15 ns -1,B%
Franche-Comté 0,09 ns -1,3% -1,1% -5,0% -5,2% -5[1% -2,4%
Haute-Normandie ng ng ns ns -4,3% -4,0% -40% -4,0%
lle de France 0,0% ns ns ns -3,8% -5,8% -4,9% -4,8%
L. Roussillon 0,0% 0,0% -4,5% -3,7% ns -13,2% -11,1% -2,6%
Limousin ns ns -2,9% -2,7% -4,8% ns -4,8% -3,5%
Lorraine ns ns -2,3% -2,3% -4,6% -5,0p6 -4,8% -4,4%
Midi-Pyrénées 0,0% n$ -2,9% -2,8% -5,4% -5,5% -5,6% -3,8%
Nord Pas de Calais 0,0% ns ns ns -4,8% -3/2% -3,3% 3,0%
PACA 0,0% ns -2,1% -2,19 -3,3% -3,3% -3,3% -2, 1%
Pays de la Loire ng ns ns ns -5,5% -5,3% -5,3% %418
Picardie 0,0% ng -2,7% -2,1% -4,7% -3,0% -3,4% %28
Poitou-Charentes 0,0% 0,0% -2,8% -1,7% ns -19,3% ,9%7 -0,8%
Rhone-Alpes 0,0% 0,0% -1,7% -1,3% -4,7% -3,8% -4.0% -1,6%
France 0,0% 0,0% -2,7% -2,4% -4,4% -3,9% -4,1% -2,9%
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Annex 5-18.Impact of the modulation per French farms (euros)
according to the typology “winners and losers” aagions (with the redistribution of funds)

Una- Winners Losers Total

ffected Type 1 Type 2 Total Type 1 Type 2 Total

Alsace 0 ns ns ns| -730Q -1120 -1 0830 -560
Aquitaine 0 ns 980 970 -800Q -83 -820 -300
Auvergne ns ns 1 350 1 34( -76D -1430 -1 0p0 870
Basse-Normandie 0 NS 580 57D -630 -990 -900 -390
Bourgogne 0 ns 620 610 -1280 -1 870 -1 580 -640
Bretagne 0 ns ns ns -68 -84p -780 -630
Centre 0 ns 600 590 -1 33( -1 920 -1 800 -1 470
Ch. Ardennes 0 ns ng 29( -1790 -2 060 -1 950 -1 210
Corse 0 1510 1120 1 22( ns ns ns 700
Franche-Comté 0 ns 1530 1550 -1 070 -1 480 -1 300 480
Haute-Normandie ns ng ns ns -1 680 -1 680 -1630 5461
lle de France 0 ns ng ns -1 860 -2 490 -2 300 e 95
L. Roussillon 0 940 1820 1430 ng -730 -800 3pR0
Limousin ns ns 900 890 -60d n$ -660 350
Lorraine ns ns 1 260 1 260 -1 460 -1820 -16f0 164
Midi-Pyrénées 0 ns 970 960 -740 -960 -870 10
Nord Pas de Calais 0 ns ns rns -1 030 -1 080 -1080 980 -
PACA 0 ns 980 960 -900 -1 130 -108p -720
Pays de la Loire ns ng ns ns -2 000 -2 140 -2 120 2020
Picardie 0 ns 460 570 -111( -1 300 -1 250 -910
Poitou-Charentes 0 1 45( 2 690 2 390 ns -970 -960 0 43
Rhoéne-Alpes 0 1140 1 440 138D -560 -990 -9p0 460
France 0 1010 1170 1150 -1 020 -1 320 -1 280 0-43

Annex 5-19.Impact of the modulation for French farms (% af GFI)
according to the typology “winners and losers” aggions (with the redistribution of funds)

FADN France 2006 / INRA Nantes

Una- Winners Losers Total
ffected Type 1 Type 2 Total Type 1 Type 2 Total

Alsace 0,0% ns ns ng -2,2% -3,6% -3,300 -1,1%
Aquitaine 0,0% ns 6,5% 6,3% -2,7% -3,5% -3,3P% -1,4%
Auvergne ns ns 6,3%) 6,3% -2,4% -5,2% -3,600 3,8%
Basse-Normandie 0,0% ns 2,1% 2,2% -1,8% -3,6% -3,000 -2,0%
Bourgogne 0,0% ns 2,2% 2,2% -3,6% -7,9% -5,006 -1,9%
Bretagne 0,0% ns ns ns -1,8% -2,3% -2,1P6 -1,8%
Centre 0,0% ns 2,7% 2,0% -3,5% -5,0% -4,7P% -3,9%
Ch. Ardennes 0,0% ns ns 0,3% -3,0% -3,9% -3,5p0 -1,4%
Corse 0,0% 7,2% 5,6% 6,09 ns ns ns 3,3%
Franche-Comté 0,0% ns 5,0% 5,0% -3,2% -5,2% -4,3% 1,5%
Haute-Normandie ns ns ns ns -3,4% -4,0% -3,9% -3,1%
lle de France 0,0% ns ns ns -2,5% -5,8% -4,4% -4,2%
L. Roussillon 0,0% 21, 7% 10,5% 12,3% ns -13,2P0 -9,1% 3,8%
Limousin ns ns 3,5% 3,4% -2,1% nis -2,3 1,3%
Lorraine ns ns 3,3%) 3,3% -2,8% -5,0% -3,9%% -2,8%
Midi-Pyrénées 0,0% ns 4,3% 4,4% -2,9% -5,5% -4,2P% 0,0%
Nord Pas de Calais 0,0% ns ns ng -2,4% -3,2% -3,26 -2,8%
PACA 0,0% ns 2,1% 2,3% -1,9% -3,3% -2,9% -1,9%
Pays de la Loire ns ns ns ns -4,1% -5,3% -5,1% -4,8%
Picardie 0,0% ns 1,9% 2,0% -2,9% -3,0% -3,0p% -2,2%
Poitou-Charentes 0,0% 3,3% 13,1% 9,19 ns -19,3% -16,1% 1,7%
Rhbéne-Alpes 0,0% 4,6% 6,3%) 5,99 -1,7% -3,8% -3,3% 1,7%
France 0,0% 4,2% 4,8% 4,7% -2,6% -3,9% -3,5% -1,3%
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Annex 6. Simulations to prepare the next CAP (EC pmposals 20 may 2008):
full decoupling and modulation
Annex 6-1.Single Farm Payment to French farms with a pafitidl) or a full (H2) decoupling:
according to types of farming
SFP per farm (euros) SFP per hectare (eufos) SBRil subsidies
H1: Partial| H2: Full | H1: Partiall H2: Full | H1: Partial| H2: Full

13 - Specialist cereals, oilseed and protein 31500 41 800 275 365 719 949%
14 - General field cropping 27 100 34 400 331 421 739 93%
28 - Market Gardening 900 1300 225 355 18% 299
29 - Specialist horticulture 100 200 240 321 7% 10%
37 - Specialist vineyard$\QO 1000 1400 240 351 26% 38%
38 - Other vineyards 2 300 3100 267 359 30% 40%
39 - Fruits and permanent crops 1800 2 500 216 297 16% 21%
41 - Specialist dairying 17 100 20 500 256 308 659 78%
42 - Specialist cattle-rearing and fattening 11 600 28 700 139 344 289 70%
43 - Cattle-dairying, rearing and fattening 24 000 34 300 249 354 589 83%
44 - Sheep, goats and other grazing livestock 7 800 14 600 111 209 279 50%
50 - Specialist granivores 5700 8 300 253 367 56% 81%
60 - Mixed cropping 13 300 18 500 267 372 609 84%
71 - Mixed livestock, mainly grazing livesto¢ck 17 900 27 200 254 386 539 81%
72 - Mixed livestock, mainly granivores 15 300 22 900 263 393 569 83%
81 - Field crops-grazing livestock combined 29 100 40 800 263 367 649 90%
82 - Various crops and livestock combined 12 800 18 100 250 356 599 84%
All farms 16 600 23 800 242 348 56% 81%

French FADN 2006 / INRA Nantes

Annex 6-2.Single Farm Payment (SFP) to French farms withragb@H1) or a full (H2) decoupling:

according to regions

SFP per farm (euros) SFP per hectare (euros $BRl subsidies
H1: Partial H2: Full H1: Partial H2: Full H1: Pidt H2: Full

Alsace 13 900 17 600 344 439 72% 92
Aquitaine 9100 14 900 253 413 45% 749
Auvergne 13 600 22 700 17( 284 38% 63
Basse-Normandie 18 70( 24 90D 284 338 66% 8
Bourgogne 21 400 34 000 210 334 52% 82
Bretagne 15 200 19 80( 304 396 71% 92
Centre 27 200 38 100 244 347 66% 93
Ch. Ardennes 26 200 32 70( 29p 364 7500 93
Corse 2100 10 100 76 371 10% 51
Franche-Comté 16 900 21 300 183 230 57% 71
Haute-Normandie 30 200 39 300 304 395 74% 96
lle de France 37 400 48 50( 298 387 74% 95
L. Roussillon 3700 6 100 144 234 25% 41
Limousin 11100 24 200 139 304 31% 689
Lorraine 31900 43 200 235 319 64% 87
Midi-Pyrénées 12 900 21 300 206 341 43% 71
Nord Pas de Calais 19 90 26 200 337 445 71% 9
PACA 17 500 26 200 256 383 58% 879
Pays de la Loire 37 600 48 300 335 430 74% 95
Picardie 20 000 28 800 249 359 61% 88
Poitou-Charentes 3 700 5700 188 289 28% 43
Rhoéne-Alpes 9 300 12 900 181 253 459 629
France 16 600 23 800 242 344 569 81%
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Annex 6-3.Impact of the implementation of a flat-rate modelthe SFP (at the national level)

according to types of farming

119

Euros % GFI % Total direct subsidies
H1: Partial| H2: Full | H1: Partiall H2: Full | H1: Partial| H2: Full

13 - Specialist cereals, oilseed and protein -3 700 -1900 -13% -6% -8% -4%
14 - General field cropping -7 20( -5900 -15% -130  -19% -16%
28 - Market Gardening 100 0 0% 0% 2% 0%
29 - Specialist horticulture 0 0 09 0% 0% 0%
37 - Specialist vineyard&A\QCQ) 0 0 0% 0% 0% 0%
38 - Other vineyards -200 -100 -1% 0% -3% -1%
39 - Fruits and permanent crops 2( 400 1% 1% % 3%
41 - Specialist dairying -900 2 70( -3% 10% -3% 1006
42 - Specialist cattle-rearing and fattening 8 600 300 31% 1% 21% 1%
43 - Cattle-dairying, rearing and fattening -60 006 -2% -2% -1% -1%
44 - Sheep, goats and other grazing livestock 9200 9800 44% 47% 32% 34%
50 - Specialist granivores -20( -400 0% -1% -2 -4%
60 - Mixed cropping -1 200 -1 200 -59 -5% -5% -5%
71 - Mixed livestock, mainly grazing livestock -800 -2 700 -2% -8% -2% -8%
72 - Mixed livestock, mainly granivores -1 20 06 -3% -6% -4% -9%
81 - Field crops-grazing livestock combined -2200 -2100 -6% -6% -5% -5%
82 - Various crops and livestock combined -4:KO -400 -1% -1% -2% -2%
All farms 0 0 0% 0% 0% 0%

French FADN 2006 / INRA Nantes

Annex 6-4.Impact of the implementation of a flat-rate modelthe SFP (at the national level)

according to regions

Euros % GFI % Total direct subsidies

H1: Partial H2: Full H1: Partial H2: Full H1: Pidt H2: Full
Alsace -4 200 -3700 -13% -11% -22% -19%)
Aquitaine -400 -2 400 -2% -11% -2% -12%
Auvergne 5800 5100 26% 22% 16% 14%
Basse-Normandie -900 800 -3% 3% -3%) 3%
Bourgogne 3300 1500 10% 4% 8% 4%
Bretagne -3 100 -2 400 -9% -7% -14% -11%
Centre -600 200 -2% 1% -1% 0%
Ch. Ardennes -4 500 -1 400 -5% -2% -13%) -4%
Corse 4500 -600 21% -3% 23% -3%
Franche-Comté 5500 10 900 18% 35% 19% 37%
Haute-Normandie -6 100 -4 600 -15% -11% -159 -11%
lle de France -7 000 -4 900 -15% -11% -14% -10%
L. Roussillon 2 500 2900 30% 35% 17% 20%
Limousin 8 300 3600 31% 14% 23% 10%
Lorraine 1000 4 000 2% 10% 2% 8%
Midi-Pyrénées 2 300 400 11% 2% 8% 1%
Nord Pas de Calais -5 600 -5 700 -16% -16% -20% -20%
PACA -900 -2 300 -2% -6% -3% -8%
Pays de la Loire -10 400 -9 200 -24% -21% -219 -18%
Picardie -500 -900 -1% -2% -2% -3%
Poitou-Charentes 1100 1200 4% 5% 89 9%
Rhoéne-Alpes 3100 4900 12% 18% 15% 24%
France 0 0 0% 0% 0% 0%

French FADN 2006 / INRA Nantes
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Annex 6-5.Impact of the new device of modulatioper French farms (euros and %)
according to types of farming (with the redistribatof funds - three hypothesis)
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H1 (AEM+ICHN) H2 (AEM) H3 (Ha of grasslands
Euros % of the Euros % of the Euros % of the
per farm GFI per farm GFI per farm GFI
13 - Specialist cereals, oilseed and protein -2400 -8,1% -2 000 -6,7% -2 500 -8,6%
14 - General field cropping -1 900 -4,0% -1 500 298, -2 000 -4,4%
28 - Market Gardening 0 0,0% 0 0,1% a 0,0%
29 - Specialist horticulture 0 0,1% 0 0,09 q 0,1%
37 - Specialist vineyard&A\Q Q) 100 0,1% 200 0,3% 0 0,0%
38 - Other vineyards 400 1,8% 800 3, 7% -10 -0,4%
39 - Fruits and permanent crops 300 0,8% 500 1,3% 0,1%
41 - Specialist dairying 1000 3,6% 800 2,8% 130 4,7%
42 - Specialist cattle-rearing and fattening 2000 7,3% 2000 7,1% 2100 7,5%
43 - Cattle-dairying, rearing and fattening -0,1% -200 -0,6% 1200 3,6%
44 - Sheep, goats and other grazing livestock 4100 19,7% 2 500 12,1% 2 100 10,2%
50 - Specialist granivores -200 -0,4% -300 -0,6% 00-2 -0,4%
60 - Mixed cropping -500 -1,9% -400 -1,6% -60( 22,3
71 - Mixed livestock, mainly grazing livestock  -400 -1,1% -600 -1,6% 400 1,3%
72 - Mixed livestock, mainly granivores -100 -0,39 -100 -0,3% 300 0,7%
81 - Field crops-grazing livestock combined -1500 -4,4% -1 200 -3,5% -300 -0,8%
82 - Various crops and livestock combined -300 %.,0 -200 -0,8% -500 -1,5%
All farms 0 0,0% 0 0,0% 0 0,0%

French FADN 2006 / INRA Nantes

(*) See proposals of the European Commission oiMag 2008. Compared to the situation of 2008 an®®y3,
the modulation rate increases by 8% for amountsvbdlO0 000 euros; 11% for amounts between 100 @@0 a
200 000 euros; 14% for amounts between 200 00B&@8®MO0 euros; 17% for amounts exceeding 300 OfAfseu

In France, the funds collected with this modulatitavice are estimated at 528 million euros. Indineulation, we
consider that 100% of this amount would be allotate French farms the year n +1. Three hypothesis a

considered to distribute these funds:

H1 : Funds are used to increase (+49%) the direcsidigls allocated to agro-environmental measuresMPAE

and to less favourable area (ICHN).

H2 : Funds are used to increase (+96%) the direclidigls allocated to agro-environmental measureAE

H3 : Funds are used to allocate a special premiuralt ggasslands (53 euros per hectare).
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Annex 6-6.Impact of the new device of modulatioper French farms (euros and %)

according to regions (with the redistribution ofdis - three hypothesis)
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H1 (AEM+ICHN) H2 (AEM) H3 (Ha of grasslands)
Euros % of the Euros % of the Euros % of the
per farm GFI per farm GFI per farm GFI

Alsace -700 -2,2% -600 -1,7% -600 -1,8%
Aquitaine -100 -0,5% -300 -1,5% -100 -0,5%
Auvergne 3700 16,2% 2 300 10,3% 2 200 9,7%
Basse-Normandie -400 -1,5% 300 1,0% 80(¢ 2,8%
Bourgogne 0 0,1% 900 2,6% 400 1,2%
Bretagne -900 -2,5% -700 -1,9% 0 -0,1%
Centre -2 100 -5,6% -2 000 -5,2% -1 600, -4,29
Ch. Ardennes -1 700 -2,0% -1 100 -1,3% -1 30( -1,6%
Corse 2 600 12,1% 300 1,4% 800 3,8%
Franche-Comté 2400 7,7% 2600 8,3% 2400 7,8%
Haute-Normandie -2 300 -5,7% -2 000 -4,9% -1 200 ,0%43
lle de France -2 800 -6,1% -2 100 -4,7% -3 40( %7 ,5
L. Roussillon 1200 14,5% 1200 14,5% 0 0,5%
Limousin 2 300 8,5% 1800 6,9% 2 400 9,1%
Lorraine -1 000 -2,4% 0 0,0% 500 1,2%
Midi-Pyrénées 1100 5,1% 300 1,2% 300 1,49
Nord Pas de Calais -1 500 -4,3% -1 30d -3,7% -900 ,6%62
PACA -800 -2,1% -100 -0,4% 200 0,5%
Pays de la Loire -3 100 -7,1% -2 800 -6,4% -2 700 6,2%
Picardie -1 100 -2,7% -1 000 -2,3% -600 -1,5%
Poitou-Charentes 1500 5,9% 1100 4,19 ( 0,1%
Rhoéne-Alpes 1900 7.2% 1400 5,1% 1100 4,0%
France 0 0,0% 0 0,0% 0 0,0%

French FADN

006 7/ INRA Nantes

(*) See proposals of the European Commission oividag 2008. Compared to the situation of 2008 an@®33,

the modulation rate increases by 8% for amountswbdl00 000 euros; 11% for amounts between 100 @@0 a
200 000 euros; 14% for amounts between 200 00B&add00 euros; 17% for amounts exceeding 300 Ofiseu

In France, the funds collected with this modulatit@vice are estimated at 528 million euros. Indineulation, we
consider that 100% of this amount would be allogate French farms the year n +1. Three hypothesis a
considered to distribute these funds:

H1 : Funds are used to increase (+49%) the direcsidigls allocated to agro-environmental measuresMPAE
and to less favourable area (ICHN).
H2 : Funds are used to increase (+96%) the direclidigls allocated to agro-environmental measured)AE

H3 : Funds are used to allocate a special premiuralt ggasslands (53 euros per hectare).
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Annex 7. The optional modulation in France in 200@001 (Article 4 of Regulation No. 1259/1999)|

1- The device of the optional modulation

The CAP reform of 1999 gave the opportunity to MemBtates (optional) to implement, under some
conditions, a modulation of direct subsidies. ThenEh government and its Minister of agriculture
(Mr Jean Glavany) has decided to use the modulaléerce as shown below (Decree No. 2000-280 of
24 March 2000).

This system was implemented in 2000 and 2001 inptiance with Article 4 of Regulation No.
1259/199¢°. The funds of the modulation should be allocatedutal development. This system was
abandoned in 2002 (Decree No. 2002-1246, Octobby The new minister of agriculture (Mr Hervé
Gaymard).

The Minister of Agriculture wanted that the devafemodulation concerns largest farms, mainly those
with a low number of agricultural jobs. The devisas decided after several months of discussions
and negotiations with the Agricultural Organisatighox 1). It included the main indicators mentidne
in the EU regulation: the amount of direct subsider farm ; the Standard Gross Margin (SGM) ;
agricultural employment.

Box 1.How to calculate the rate of modulation per farm ?

0,03 * (A — 30 000) + (0,25 *(B-50 000)/ 100 00@ — 30 000 - C)

T=
A

with:
T= Rate of modulation (this rate may not excee®p0

A = The amount of CAP direct subsidies per farm (euros).
(forGAECZl, the amount of CAP direct subsidies per farmvgdaid by the number of associate).

B = Standard Gross Margin (SGM) per farm (euros).
(forGAEC the SGM is divided by the number of associate).

C = Cost of labour (wages and social contributimnsemployees) (euros)

In this device, the modulation is not apply to farwith less than 30000 euros of CAP direct subsidie
or less than 50000 euros of SGM. In the case of GARe thresholds are higher (they are multiplied
by the number of associates).

For the farms affected by the modulation, the cdtenodulation is determined by combining a linear
deduction and a gradual deduction depending oS&id.

19 Member States may decide to reduce the amourpsyshents which would be granted to farmers in retspga given
calendar year in cases where: 1) the labour foseel @n their holdings during that calendar yeapressed in annual work
units, falls short of limits to be determined by thlember States, and/or ; 2) the overall prospefitheir holdings during
that calendar year, expressed in the form of stahgeoss margin corresponding to the average Statf either a given
region or a smaller geographic entity, rises ablowés to be decided by Member States, and/or th8)total amounts of
payments granted under support schemes in respextcalendar year exceed limits to be decided bynbkr States.
The reduction of support to a farmer, in respectajiven calendar year, shall not exceed 20% oftdke amount of
payments which would be granted to the farmer sipeet of the calendar year concerned.

20 CAP direct subsidies: in this document, it mearreadisubsidies granted to farms by the first pittrthe Common
Agricultural Policy. In other words, subsidies aftfed by the modulation.

2L GAEC is an association of farmers (one farm for tavoen persons). This legal form is specific tarfre. It is widespread
in the dairy farms, where the work is important.efith 42 900 GAEC 42900 in France (2005), or 12% oicalgural
holdings.
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- The linear deduction. A deduction (3%) is appleedthe amount of the CAP direct subsidies,
net of a reduction of 30000 euros. For GAEC, thewam of direct subsidies is divided by the

number of associates.

- The gradual deduction. It varies according tonecoical dimension (SGM): 0% for farms
with SGM less than or equal to 50000 euros to 268ddrms with SGM equal to or greater

than 150000 euros. The rate is limited at 25% wheeSGM exceeds the threshold of 1500

00

euros. For GAEC, SGM is divided by the number cfoagates. This rate is applied to the
amount of CAP direct subsidies, net of a reductbB0000 euros (for GAEC, the amount of
direct subsidies is divided by the number of asdes). Two other deductions are applied (see

“C” in box 1): one corresponding to the wage co@tsges + social contributions fo

r

employees) in the limit of 22500 euros per salagetployment; a second of 7500 euros per

family associate partner (Articles L321-5 and L1106f the Rural Code).

To better understand the mechanism adopted by rémeck government, several examples are given

(box 2).

Box 2.Rate of modulation calculated for several farmafegles)

Example No. 1An individual farm with 29990 euros of CAP diresttbsidies. This farm is not affected by the modaoat
The amount of direct subsidies is less than 30000se

Example No. 2 An individual farm with 35000 euros of CAP diresibsidies and 49000 euros of SGM. This farm is not

affected by the modulation. Its SGM is less tha@(Deuros.

Example No. 3A GAEC (three associates) with 150000 euros of CAP disabisidies, 300000 euros of SGM and o
employee (annual cost for wages and social coritoibs: 20000 euros). The modulation rate is 0.400 (€uros).

Example No. 4 An individual farm with 60000 euros of CAP direxubsidies, 100000 euros of SGM and one employ
(annual cost for wages and social contributions: 00B0 euros). The modulation rate is 3.6
(-2 150 euros).

Example No. 5:A GAEC (two associates) with 160000 euros of CAP diretisilies and 280000 euros of SGM. Th
modulation rate is 7.9% (- 12750 euros).

Example No. 6 An individual farm with 130000 euros of CAP dirextbsidies and 150000 euros of SGM. The modulat
rate is 20% (-26 000 euros). The maximum permiegibiit is reached.

ne

ee

2- The funds derived from the optional modulation

In France, the funds derived from the modulatio@€AP direct payments were of 114 million euros
2000 and 99 million euros in 2001 (213 million euno total).

Table 1. The modulation impact and the budgetary suppoagticulture in France (million euros)

2000 2001
Global impact global of the modulation (millionsres) 114 99
- In % of all budgetary support to French agrigrét 0,91% 0,78%
- In % of all budgetary support to first pillar thie CAP 1,07% 0,92%
- In % of all budgetary support to second pillatted CAP 5,92% 5,15%

French Ministry of Agriculture

in

These amounts represent a very small proportidataf budgetary support (EU and France) allocated

to Frenchagriculture: respectively 0.78% and 0.91%. Theyesent about 1% of budgetary support
the first pillar of the CAP, or just over 5% of teecond pillar (Table 1).

of
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3- Impact of the optional modulation for farms (without redistribution of funds)

According to a simulation carried out from FADNgetmodulation impact was equivalent to 2.1% of
all CAP direct subsidies allocated to French farifisis impact is very much less than the 20%
threshold allowed in Regulation No 1259/1999.

Only 15% of French agricultural holdings are coneer by the modulation (approximately 60000
farms). Nearly two-thirds of them were in the tym#darming n°13 “Specialist cereals, oilseed and
protein crops” and n°14 “General field cropping’arfs with herbivorous productions were little
affected, with the exception of units combining esa¥ agricultural production. For farms which are
concerned by the modulation, the impact was inay@iof 2660 euros per farm (-4.9% of their CAP

direct subsidies).

Table 2. Impact of the optional modulation for French farnagcording to regions

Farms concerned by the modulation

Impact of the modulation

Number of farms % all farms | CAP direct subsidies (%)

Alsace 620 10,3 -1,6
Aquitaine 2 320 6,3 -2,2
Auvergne 1540 7,3 -1,2
Basse-Normandie 1750 10,0 -0,9
Bourgogne 6 030 36,5 -3,1
Bretagne 950 2,4 -0,2
Centre 10 460 47,3 -4,1
Champagne-Ardenne 5 640 33,1 -3,5
Franche-Comté 660 8,8 -1,3
Haute-Normandie 2 330 30,8 -2,5
lle-de-France 3090 69,0 -5,7
L-Roussillon 570 2,6 -2,0
Limousin 920 7,8 -0,2
Lorraine 3080 35,5 -2,4
Midi-Pyrénées 3380 9,5 -1,5
Nord-Pas-de-Calais 1110 8,6 -0,9
PACA 420 2,4 -1,1
Pays de la Loire 3590 10,0 -0,8
Picardie 5260 45,1 -3,6
Poitou-Charentes 4790 22,5 -1,9
Rhone-Alpes 800 2,6 -0,3
France 59 300 14,7 -2,1

The impact of the modulation varied from one regimn another, depending mainly on the
specialization and the size of farms. Six regiooscentrated 60% of the modulation funds: Centre,
Bourgogne, Champagne-Ardenne, Picardie, Poitou€tites and Pays de la Loire. A large proportion
of farms are concerned by the modulation in regighere cereals and oilseeds are developed (69% in
lle-de-France, 47% in Centre, 45% in Picardie, 3ir#Bourgogne, 35% in Lorraine, 33 % in
Champagne-Ardennes). In the South of France (vidsyathe West (activities dairy, pork and
poultry) and Auvergne (beef production on the basiextensive systems), the share of farms affected

was less than 10% (Table 2).

The decrease of CAP direct subsidies varied frosa than 1% in six regions (Nord-Pas-de-Calais,
Basse-Normandie, Pays de la Loire, Rhéne-Alpespusim, Bretagne) to 5,7% in lle-de-France (this
region with a large proportion of big farms speieiedl in cereals). So, the device of modulation does

FADN France / INRA Nantes

not involve an homogeneous budgetary effort. It,Wwaact, concentrated on the larger farms.

The farms which are concerned by the modulatiore lteen divided according to deciles based on the
impact of modulation par farm (Table 3). The fawhshe decile 1 lost, on average, 0.2% of their CAP
direct subsidies. At the other extreme, the farindezile 10 lost, on average, 13.3% of their direct
subsidies (-12 720 euros). These last ones are affested by the modulation: they participated for
nearly half to the funds collected. Compared touhgs of the first deciles, farms of decile 10 fead
much higher amount of direct subsidies per farm armktter Gross Farm Income (GFI) per family

Agricultural Work Unit (AWU).
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Table 3.Impact of the optional modulation for French farmscording to deciles of impact per farm

Deciles Impact of the modulation Amount after modulation
Per farm In % of CAP CAP direct subsidies pgr Gross Farm Income
(euros) direct subsidies farm per Family AWU
(euros) (euros)
1 -60 -0,2 34 900 39 400
2 -180 -0,5 37 900 44 500
3 -360 -0,9 40 700 44 200
4 -560 -1,2 46 000 47 400
5 -850 -1,8 47 900 48 400
6 -1 310 -2,6 49 800 53100
7 -2 040 -3,56 55 400 53 900
8 -3 270 -5,4 57 500 59 500
9 -5 300 -7,7 63 700 64 000
10 -12 720 -13,3 83 200 81 300
all -2 660 -4,9 51 700 53 100
(Calculation are based only on the farms concergaddzulation). FADN France / INRA Nantes

The farms which are concerned by the modulatiore teen divided according to deciles based on the
impact of modulation par farm (Table 3). The fawhshe decile 1 lost, on average, 0.2% of their CAP
direct subsidies. At the other extreme, the farindezile 10 lost, on average, 13.3% of their direct
subsidies (-12 720 euros). These last ones are affested by the modulation: they participated for
nearly half to the funds collected. Compared touhgs of the first deciles, farms of decile 10 fead
much higher amount of direct subsidies per farm arigbtter Gross Farm Income (GFI) per family
Agricultural Work Unit (AWU).

4- The funds from the optional modulation were usedo finance PHAE

In 2000 and 2001, funds from the modulation weneperarily blocked in the European Agricultural
Guidance and Guarantee Fund (EAGGF). From 2008¢thands were entirety refunded to the French
farmers, as stipulated in Article 5 of Regulati@&C{ No. 1259/1999. The modulation has indeed not
induced a budget decrease for the French farmérs tmallocation of funds from the first pillar tioe
second pillar.

To understand better how the modulation funds wesed, it is necessary to recall how the Rural
Development Regulation (RDR) has been applied anée for the period 2000-2006 (Regulation No.
1257/1999).

The French government has chosen to implement Bfe, Ror the most part, by a national plan with
seventeen measures: the Rural Development Natilaadl (RDNP). This choice of a centralized
system was justified by the government's willingnée implement a new measure: the “CTE
(Territorial Farming Contract)”. Among the 22 megesithat were proposed to the Member States
under the RDR, only the measure "f* (support far #gro-environment) was mandatory. The RDNP
aims at promoting sustainable agriculture and fiouigtional; enhance forest resources; develop added
value and quality of agricultural and forest produaeduce economic inequality by promoting
employment; protect the ecological heritage; acamphe training of actors.

Starting in 2003 and until 2006, the funds of thedodation (213 million euros) have been focused on
the measure "f' (agro-environment) of the RDNP. yThgere assigned to measures 19-03
(maintenance of open spaces with extensive managgn29-01 and 20-02 (extensive grassland).
Specifically, the funds were used to finance a peswnium for grassland: the “PHAE".

The funds from the modulation were distributed he following way: 54.4 million in 2003, 51.6
million in 2004, 70.9 million in 2005 and 36.6 nwlh euros in 2006. The funds came from the rural
development budget. The rate of support was idalnfiic all contracts. The PHAE was co-financed by
the European Union, at 50% in 2003 and 2004, tipeto 0% in 2005 and 2006 (for the period 2007-
2013, the rate of co-financing of agro-environménteasures is reduced to 55%).
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Over the period 2003 to 2006, the aggregate amufuthie PHAE is 814 million euros. It means 35%
of the agro-environmental French measures (Table Thus, the funds from the modulation

(213 million euros) represent, on average for 20036, 27% of the PHAE. This is equivalent to 9.5%
of total agro-environment expenditure.

Table 4.Budgetary support for agro-environmental measur&sance (millions euros)

1999 2000 2001 2002 2003 2004 2005 20D6

* PHAE 0 0 0 0 196 211 196 211

* PMSEE 90 97 184 159 § D D 0

* CTE (agro-environmental measures) 0 3 81 257 B50 90 P 281 230

* CAD (agro-environmental measures) 0 0 0 0 0 0 36 919

* Diversification of crops rotation a @ 4 il 20 72 26

* Others agro-environmental measures 185 185 61 37 37 21 12 11
Agro-environmental measures (all) 275 200 327 457 02 6 541 552 576

French Ministry of Agriculture, 2007

The PHAE was created in 2003 to replace the PM$¥EEn(jum for extensive livestock systems). The
PMSEE had been implemented in 1993 following thtaldishment of agro-environmental measures
(Regulation No. 2078/92). Its purpose was to manégxtensive livestock systems and to limit the
intensification of the fodder surfaces. The PMSE&swaid to farms that had a contract over five
years, under two main conditions: they must hageoak density below 1.4 Livestock Unit (LU) per
hectare ; the grassland surface must represents timan 75% of the UAA. The amount of PMSEE
was 30 euros per hectare in 1993, 38 euros in 398446 euros in 1995 (within the limits of 100
hectares per farm). The number of recipients hakrae by 40% between 1993 and 2002 (Table 5).

Table 5.PMSEE (1993-2002) and PHAE (2003-2006) in France

Number of farms concern Surfaces Average amount Global cost (France)
by (millions hectares) of the subsidies of PMSEE and PHAE
PMSEE and PHAE per farm (euros) (millions euros)

1993 117 000 5,8 1 300 152
1994 118 000 5,9 1 600 189
1995 104 000 5,0 2000 208
1996 101 000 5,6 2000 202
1997 96 000 53 2100 202
1998 84 000 5,0 2300 193
1999 79 000 4,9 2300 182
2000 76 000 4,8 2350 179
2001 73 000 4,7 2 350 172
2002 69 000 4,4 2 350 162
2003 57 000 31 3450 196
2004 57 000 3,2 3750 211
2005 56 000 3,2 3500 196
2006 55 000 3,2 3800 211

French ministry of Agriculture 2007

In 2003, expenditures for the PHAE were 20% highan those of PMSEE (in 2002). Following the
amendment of the conditions for granting, the nunabeecipients has decreased (from 69000 in 2002
to 57000 in 2003). Similarly, the areas concerrmednaore limited (4.4 million hectares in 2002 ta 3.
million hectares in 2003). The decrease in the ramab beneficiaries is partly due to the fact that
some farmers decided to implement a CTE. The aeeeagount of aid per hectare has, however,
increased from 46 euros in 2002 to 67 euros in 200B76 euros in 2006.
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In 2005, PHAE concerned 56000 farms and 3.2 milkectares, or 25% of the forage area. Among
these areas, 0.2 million hectares correspond totaoupasture. The PHAE is limited to 100 hectares
per farm. The farms which are concerned by the PldAEoriented towards herbivorous productions.
Mountain regions (the Alps, the Pyrenees, the Ma&3sntral, Vosges and Jura) received 70% of the
total amount of the PHAE. The regions around Pgmieduction of cereals) and Alsace, are slightly
concerned by this aid. Similarly, West of Francéjolu is an intensive region, includes few PHAE

surfaces. Thus, five regions concentrates two-tbfrthe PHAE: Auvergne, Bourgogne, Limousin,

Midi-Pyrénées and Rhéne-Alpes. For these regidresatmount of PHAE represents a significant part
of total direct support and, also, the family fanoome.

In 2005, the average surface of PHAE per farm wadéctares. This surface was highest in the
Mediterranean area (areas with low productivity).ddntrast, it was lower than the national aveiage
the Northwest, due to the predominance of intenisrestock.

5- What redistributive effects of the optional moduation ?

To discuss the distributional effects of the motatg an analysis is conducted on the French FADN
(2005). According to this statistical tool (whicegroup only the professional farms), the number of
farms receiving the PHAE is 47000 in 2005 (slightlgs than in the statistics presented above).

Approximately 92% of the farms which receive PHAEre not affected by the modulation device.
These farms have less than 30000 euros of CAPtdiubsidies or less than 50000 euros of SGM. For
these farms, the implementation of the modulatias heen beneficial. Considering that the funds from
the modulation have financed 32% of the value oABHhe return is estimated at an average of 1300
euros per farm (PHAE amount of farm multiplied b82). For the 3700 farms which received PHAE,
but which were concerned by the modulation, theaichpvas neutral: the revaluation of PHAE was
offset by the negative impact of the modulationt 56500 farms which received PHAE, but which
were affected by the modulation (primarily farmghwcereal crops), the impact has been negative
(with an average decline of 5% of CAP direct suiesig

The farms which received the PHAE and which arecooterned by the modulation have, on average,
a lower labour productivity than the other threeugs of farms identified (Table 6). With 45000 esuro
of agricultural output per AWU, their FFI is 15760Qros per family AWU (one third less than the one
obtained by the farms which were affected by theufation).

Table 6. Structural and economic characteristics of Fréaoms :
according to their position face to the modulationl the PHAE

Farms which are affected Farms which are affected
by modulation by the modulation

Without PHAE With PHAE Without PHAE With PHAE
Number of farms 57 500 3700 43 300 238 000
Agricultural Work unit (AWU) 1,76 1,71 1,47 2,14
SGM (ESU) 115 72 40 77
UAA (ha) 145 155 81 56
UAA per AWU (ha) 82 91 55 26
Agricultural output / AWU (euros) 83 200 63 600 @0 62 100
Direct subsidies (euros) 54 400 59 500 31000 m70
Direct subsidies / FFI (%) 169% 168% 142% 71%
PHAE (euros) 0 6 600 4100 0
PHAE / Direct subsidies (%) 0% 11% 13% 0%
PHAE / FFI (%) 0% 19% 19% 0%
FFI / Family AWU (euros) 23 200 24900 15 700 1900

FADN France / INRA Nantes
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Among the 47000 farms which receive the PHAE, 32% feom the Type of Farming “dairying”
(TF No. 41 and 43), 40% from the TF “Specialistleatearing and fattening” (TF No. 42), 19% from
the TF “Sheep and Goats "(OTEX No. 44) and 9% faihrer types. For each of these four types, a
distinction is made between farms according thesitpn face to PHAE (with or without). This
comparison underlines the important economic reRHAE in the family farm income (Table 7).

Table 7. Structural and economic characteristics of Fréaoms :
according to the type of farming and their positiace to the PHAE

41-Specialist |42-Cattle-rearing- 44-Sheep, Goal Others All farms
dairying fattening

With |Without| With |Without| With |Without| With |Without| With |Without

PHAE | PHAE | PHAE | PHAE | PHAE | PHAE | PHAE | PHAE | PHAE | PHAE
Number of farms 51 60014 900| 21 400| 18 700| 10 800| 9 200|211800| 4 200|295500| 47 000
AWU 1,76 1,62 1,33 1,32 1,66 1,53 2,24 1,71 2,07 1,49
SGM (ESU) 38 29 29 27 26 26 42 38 41 29
UAA (ha) 73 76 80 96 76 84 73 93 74 87
UAA per AWU (ha) 41 47 60 72 45 55 33 55 36 58
Output / AWU (euros) 68 70054 300| 49 500| 42 400| 46 900| 34 900| 66 600| 58 200| 65 500| 46 600
Direct subsidies (euros) 25 3p@4 900| 35 600| 40 900| 25 800| 30 300| 25 900| 34 900| 26 500/ 33 200
Direct subsidies / FFI (%) 82% 103%| 151%| 164%| 140%| 183%| 88%| 150%| 92%| 145%
PHAE (euros) 0 3900 0| 5100 0| 4000 0| 3300 0| 4300
PHAE / Direct subsidies 0% 16% 0% 12% 0% 13% 0% 9% 0% 13%
PHAE / FFI (%) 0% 16% 0%| 20% 0%| 24% 0% 14% 0% 19%
FFI / Family AWU 18 600 15 500| 18 700| 20 200| 12 500 11 600| 20 600 16 000| 19 800| 16 400

FADN France / INRA Nantes

The modulation device had a redistributive effactfarms incomes, mainly because the number of
farms which received the funds (PHAE) was low. Mwer, those farms were not affected by the
modulation and had lower incomes than the aver@gea territorial and environmental level, the

utilisation (PHAE) of the funds from the modulatiaras going in the right direction, especially as

mountain areas were particularly favoured by financeturns. The modulation, however, had a
limited impact for two main reasons: the amounthef collected funds represent less than 1% of all
support to agriculture; the modulation was appbaty on two years (2000 and 2001).



