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Changes in European and Polish agriculture introduced in 2013 as a result
of the reform of the Common Agricultural Policy significantly affected the func-
tioning of farmers, especially in regard to the possibility of them obtaining funds
to conduct their business. European agriculture is shaped by a system of grants
and support mechanisms for individual countries and selected areas of activity
for farmers. Financial flows for agriculture to a large extent determine the devel-
opment of other aspects of agricultural policy in the European Union. In most
Member States the national agricultural policy is being replaced by the European
standards. This phenomenon is all the more interesting that in agricultural law it
has started to be called agricultural codification'. European regulations define
not only the current state of legal possibilities addressed to farmers but also the
future of agriculture.

One of the important components of the European system of agricultural law,
in addition to the Single Area Payment Scheme (SAPS) or the agricultural mar-
ket, is the rural development policy. Currently it is the only legislative mecha-
nism enabling farmers to obtain appropriated aid for specific investment plans. In
each financial perspective associated with the cyclical nature of the EU budget,
expenditures on rural development represent a substantial part of it. Investments
with a specific purpose can also be controlled and their effects properly measura-
ble. This allows to assess in the long run the efficiency of the applied legal mech-
anisms and improve them. In this regard, we developed a series of evaluations
of development programs, such as ex ante, ex post or mid-term.

According to data from the European Commission, the share of expenditures
on agriculture in the European Union budget is being reduced. In the early 1980s
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expenditures for the CAP accounted for 66% of the EU budget, whereas in the
period 2014-2020 they are to account for just 37.8%?. In the longer term this
could mean a further significant fall in spending on agriculture and its develop-
ment possibilities. Expenditures on the rural development policy represent 24.4%
(EUR 100 billion) of the European Union budget allocated for the implementation
of the Common Agricultural Policy (at 71% allocated for area payments and 4.3%
for the agricultural market). In addition, Poland is the biggest beneficiary of this
policy® — 16% (EUR 13.6 billion) of the budget reserved for rural development has
been earmarked for it*. The size of the funds can effectively affect not only the
development but also the competitiveness of Polish agriculture. Currently, activ-
ities that are financed by them determine the future of Polish agriculture. They
teeter between environmental protection and investments in new technologies
and innovation. It should be noted that funds in such an amount can be granted to
Member States for the last time due to the need to finance other activities in the
European Union®. Therefore, at the outset it should be noted that efforts must be
made to use the above funds.

The aim of the article is to present the legal instruments that affect contempo-
rary Polish agriculture, and which have been defined in the Rural Development
Programme for 2014—2020°. Not only are there certain economic expectations
that go with the introduction of these instruments, but also the legal issues arising
from the resulting legal mechanisms governing access to the aid granted. Below
selected legal instruments of the Rural Development Programme are analysed,
which may have a significant impact on the development of Polish agriculture.
The selection of individual actions for the analysis was dictated not just by the
size of funds earmarked for specific activities, but also due to the importance
of regulations undertaken.

The legal instruments presented below should implement the priorities of the
rural development policy such as the promotion of knowledge transfer’ and
innovation in agriculture and forestry as well as in rural areas, and to support
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the profitability® and competitiveness of all sectors of agriculture’ and promote
innovative farming techniques and sustainable forest management’. They also
included improving the organization of the food chain', animal welfare and risk
management in agriculture'?, restoring, preserving and enhancing ecosystems'
dependent on agriculture and forestry, or promoting resource efficiency and
supporting the shift towards a low carbon and climate resilient economy in the
agriculture, food and forestry sectors. The social priorities can take into account
the promotion of social inclusion', poverty reduction and economic development
in rural areas”. These objectives are implemented through national rural devel-
opment programmes, which determine the selection of appropriate support meas-
ures depending on the local needs.

The legal basis for the functioning of the rural development policy is Regula-
tion No. 1305/2013 of the European Parliament and of the Council (EU) of Decem-
ber 17, 2013 on supporting rural development by the European Agricultural Fund
for Rural Development (EAFRD) and repealing Regulation No. 1698/2005 of the
Council (EC)®. It includes rules for creating and monitoring rural areas devel-
opment programmes. It also specifies 32 measures that can be selected by the
Member States, which will be financed under the Common Agricultural Policy.
The basic principles related to each of the measures, specified in separate articles,
form the legal framework in which a Member State creates a rural development
programme through their refinement due to the diversity of local agriculture.
Such a system allows the Member States to choose those legal mechanisms that
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will help as fully as possible to achieve the objectives of Regulation 1305/2013
and enhance sustainable rural development'”.

When developing the Rural Development Programme (RDP) for the years
20142020, the Polish legislator chose 19 of the 32 possible measures, guided by
the needs of Polish agriculture and the possibilities of aid allocation. At the same
time, at the outset it should be noted that the activities were diversified due to the
level of expenditure associated with their functioning. The size of financial flows
in this area will determine the shape of Polish agriculture due to the use of funds
deriving from individual measures by Polish farmers'. Given that next to the
single area payment scheme, the financing of the rural development policy is one
of the main factors leading to increase competitiveness and profitability of Polish
agriculture, it should be emphasized with a great deal of confidence that the legal
instruments set out in the RDP shape Polish agriculture. The Polish state does
not offer farmers any national system to support their investments, or income.
In this perspective, the question arises about the future of Polish agriculture
in a situation of a significant reduction in appropriated grants or the completion
of certain legal mechanisms. Therefore, an important element in the development
of Polish agriculture is the best use of the support offered in the financial perspec-
tive for 2014-2020.

The measure which has the most funds allocated to it (more than EUR 2 bil-
lion in the period 2014—2020") is investments in fixed assets referred to in art. 17
of Regulation 1305/2013. This measure includes investments in intangible or tan-
gible goods, which improve the overall performance and sustainability of a farm.
These results are verified both ex ante and ex post. Farmers through these invest-
ments may not only buy new equipment, or production technology but above all,
through the introduction of new technology, they can increase the performance
of their farm, and thus affect the growth of competitiveness of agriculture in the
long run. In addition, investments in fixed assets may concern the processing,
marketing or development of agricultural products covered by Annex I to the
Treaty on the Functioning of the European Union or cotton, with the exception
of fishery products. In this regard, they include both machinery, equipment, and
the purchase, for example, know-how? associated with agricultural production.
Covering specific agricultural products by this measure is associated with the
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18 M. Parlinska, M. Wielechowski, Zalozenia Wspdlnej Polityki Rolnej w perspektywie finan-
sowej 2014-2020, “Zeszyty Naukowe SGGW w Warszawie. Problemy Rolnictwa Swiatowego™
2016, Vol. 16(31), No. 1, pp. 177-186.

1 RDP, p. 632.

20V, Scafarto, F. Ricci, F. Scafarto, Intellectual capital and firm performance in the global
agribusiness industry: the moderating role of human capital, “Journal of Intellectual Capital”
2016, No. 17(3); R. Grochowska, Partnerstwa innowacyjne jako nowa koncepcja wdrazania in-



SELECTED LEGAL INSTRUMENTS SHAPING CONTEMPORARY... 237

philosophy of a holistic approach to the agricultural market and the CAP. Similar
regulations can be found in the provisions of the Single CMO.

After all, investments in fixed assets relate to the infrastructure associated
with the development, modernization and adaptation of agriculture and forestry,
including access to farm and forest land, land consolidation and improvement,
and supply and saving of energy and water. They correspond to the overall objec-
tives of the CAP after 2013, where next to support for competitiveness and young
farmers?, issues related to the protection of the natural environment, climate®
and the greening policy* are a focal point. Supporting investments in new equip-
ment making energy and water savings possible by modernizing all of agriculture
should contribute to increasing the environmental awareness of farmers?, and
through the granted funds to increase the level of environmental protection. Such
an approach will fulfil one of the basic assumptions of the reform of the CAP after
2013 associated with a new approach to the principles of preserving the natural
environment and climate.

These environmental aims are confirmed by the content of art. 17 sec. 1 let-
ter d of Regulation 1305/2013, which indicates that the investments undertaken
within the framework of this measure should be non-productive investments
linked to the achievement of agri-environmental and climate objectives including
those concerning the state of conservation of biological diversity of species and
habitats, as well as increasing the public utility of the Natura 2000 area or other
systems of high natural value, which will be identified in the programme. This
provision clearly refers to the promotion of environmental investments aimed at
increasing agricultural productivity but also the use of modern technologies and
equipment in the process of agricultural production.

In the Polish RDP such a legal instrument affecting the environment in terms
of investments is for instance priority 4 “Restoring, preserving and enhancing
ecosystems dependent on agriculture and forestry”, specific objective 4a “Restor-
ing, preserving and enhancing ecosystems dependent on agriculture and forestry,
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in particular, restoring, preserving and enhancing biodiversity, including in Nat-
ura 2000 areas and areas facing natural or other specific constraints, and agri-
culture with high natural value, as well as the state of European landscapes”.
According to the RDP, investment aid, aid for equipping farms with adequate
devices and equipment will help farms located in Natura 2000 areas operate
under heightened environmental standards®. This means that there is a legal
possibility to apply for special assistance by agricultural producers, who work on
areas of special environmental importance for Europe. In exchange for the intro-
duced restrictions, the RDP provides an assistance mechanism making it possible
to undertake the investment. Due to the possibility of applying new technological
solutions in the field of environmental protection, the planned type of operation
is also pro-innovative and in line with the cross-cutting objectives of the environ-
ment and climate. In this regard, one can observe the complexity of the offered
aid related to environmental protection. In particular, this involves other activities
offered on the Natura 2000 areas®®. The assistance provided under this priority is
the purchase of equipment for the production and harvesting of plants on perma-
nent grassland, including equipment for the removal of trees and shrubs and the
selective removal of weeds and invasive plants. In addition, equipping pastures
and the construction of livestock buildings and equipment for livestock produc-
tion in order to develop herbivorous animal husbandry, ensuring the rational use
of grassland on the farm?’.

At the moment, there is no state aid beyond the mentioned European funds
in financing innovation in agriculture®®. Also a system of information needs to
be developed about the possible purchase of equipment and machinery, which
should satisfy the needs of farmers in the most appropriate way possible. This
type of development should include technical and performance data of new
devices. This will allow farmers at the outset to become familiar with the finan-
cial possibilities, and effectively arrange a business plan for their activities®.

Attention also needs to be paid to launching aid loans to farmers investing
in fixed assets. The problem in this action is only the partial refund (usually
50—60%) of eligible costs incurred. For farmers who do not have their own finan-
cial resources finding the appropriate amounts that are sufficient to finance the
total investment can be difficult. Therefore, it should be recommended de lege
ferenda to create legal mechanisms that will enable aid to farmers in the form
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of preferential loans, sureties or bank guarantees. Without the proper financial
stimulus, this measure may turn out to be designated only for farmers who are
financially adequately prepared.

With the development of innovation in agriculture there corresponds a new
approach to organic farming®®. The RDP was allocated more than EUR 445 bil-
lion for this measure®. In art. 29 of Regulation 1305/2013 it is clearly indicated
that the support under this measure shall be granted per hectare of agricultural
land to farmers or groups of farmers who voluntarily undertake to convert or
maintain practices and methods of organic farming as defined in Regulation
(EC) No 834/2007 and who are professionally active farmers within the meaning
of art. 9 of Regulation (EU) No 1307/2013*2. The analysis of this provision clearly
indicates the preference of the legislator in the use of not only traditional meth-
ods of agriculture in the process of agricultural production, but also a departure
from extensive agriculture. It also clearly indicated that organic farming will then
be funded when it will be conducted by a professionally active farmer®. This
means that the aid goes to those entities who should demonstrate considerable
activity in the agricultural sector. The above-cited art. 9 of Regulation 1307/2013
indicates that a professionally active farmer is one whose annual amount of direct
payments is at least 5% of the total income earned by him from non-agricultural
activities in the last financial year for which such evidence is available. In addi-
tion, the agricultural activity is non-marginal or its principal business or subject
of activity constitutes the execution of agricultural activities.

The specialization of agriculture, by directing aid to the people professionally
involved in agriculture, is an indicator of the new development factors of agri-
culture. The example presented above of the combination of appropriated aid
in organic farming with the activity requirement indicates the basic character-
istics shaping Polish agriculture. It should be not only productive, competitive
and secure in terms of the produced agricultural products, but also conducted by
farmers who are active in the sphere of agricultural activity. Such an approach
means that aid from the rural development policy will mainly go to farmers who
will be able to use and invest it effectively.

The specialized approach to agricultural production is all the more desirable
because the RDP clearly identifies the objectives for which the funds related to
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organic production will be allocated*. They include abandoning to use in food
production agricultural, veterinary and food chemicals®. It was also noted that this
applies to all types and stages of production — both crops, farming and animal hus-
bandry as well as processing. Organic farming corresponds to the implementation
of the reform of the CAP in terms of increasing the importance of environmental
protection in the process of agricultural production. The objectives of the payment
system indicate this. The RDP distinguishes preventing soil erosion and improv-
ing soil management; restoring, preserving and enhancing biodiversity, including
in Natura 2000 areas and areas facing natural or other specific constraints, and
agriculture with high natural value, as well as the state of European landscapes,
or the improvement of water management, including fertilizer and pesticide use.

The new agricultural policy after 2013 focusing on the interests of a profes-
sionally active farmer and the system of environmental protection and preser-
vation of biodiversity determines the shape of the legal instruments that can be
used to increase the indicators described for each measure. Just as in the previous
example, so in organic farming, the farmer can count on aid consisting in a refund
of part of transaction costs and the payment of eco-dependent crops®. In terms
of possible de lege ferenda postulates, a control system should also be developed
for controlling not only spending the granted aid, but above all the quality of the
manufactured products, which are to meet the requirements of greening agricul-
ture. The effects of organic farming should be seen as the future of agriculture
associated with the formation of healthy food that cares about the safety of the
consumer. Undoubtedly, an important factor for increasing the capacity of use
of funds in this measure will be aid to farmers in term of explaining the terms and
standards used in the conversion to organic farming*’. The regulations concern-
ing organic farming in Polish law*® presented by Stanistaw Prutis clearly shows
their multidimensional nature and the need for specialized legal assistance in the
interpretation of individual provisions. This is connected also with the marketing
of organic food®.
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Another issue influencing agriculture is agri-environment-climate meas-
ures related to the functioning of the two previously described instruments. In
terms of the first two units, they implement the assumptions of agri-environmen-
tal measures of the RDP 2007—2013. In the new financial perspective the issue
of climate protection in agriculture was attached to them, as well as methods
to achieve its improvement. More than EUR 753 billion was allocated to this
measure in the RDP 2014-2020%°. According to art. 28 of Regulation 1305/2013
“Member States shall provide support under this measure throughout their entire
territory in accordance with their national, regional or local specific needs and
priorities”. This means that the Member States themselves freely choose environ-
mental priorities, which they intend to support. This allows for a better system
of appropriated aid in terms of new instruments for improving the profitability
of agriculture*'. The quoted provision assumes that “this action is to preserve and
promote the necessary changes in agricultural practices, which are a positive con-
tribution to the environment and climate. Its inclusion in the rural development
programmes is mandatory at a national or regional level”.

As opposed to the greening policy*?, agri-environment-climate measures are
voluntary and intended for those who undertake to carry out operations involving
one or more agri-environment-climate obligations concerning agricultural land,
which are to be defined by the Member States, including those related to, but not
only, agricultural areas. These payments include measures to prevent soil ero-
sion, conducive to the development of organic farming, support for Natura 2000
areas, support for conservation and sustainable use and development of genetic
resources in agriculture. The support provided is compensatory of the challenges
undertaken and strengthens the implementation of environment-friendly produc-
tion techniques in the given areas®.
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As a result of agri-environment-climate measures* the following types
of objectives are to be achieved: restoring, preserving and enhancing biodiversity,
including in Natura 2000 areas* and areas facing natural or other specific con-
straints, and agriculture with high natural value, as well as the state of European
landscapes, or the improvement of water management, including fertilizer and
pesticide use. In terms of environmental impact on air, it is assumed to promote the
protection of carbon sinks and carbon sequestration in agriculture and forestry, as
well as reducing emissions of greenhouse gases and ammonia from agriculture®.
If farmers operating in these areas benefit from the assistance offered this can
have a positive impact not only on their income but mainly on the improvement
of the environment, thus improving the quality of life of society.

More than EUR 1.4 billion*’ is allocated in the new RDP for the development
of farms and business. This measure, in accordance with art. 19 of Regulation
1305/2013 covers assistance to starting a business for: young farmers; non-agri-
cultural activities in rural areas; the development of small farms. The funds under
this measure may also be obtained for investments in the creation and develop-
ment of non-agricultural activities and annual payments or lump sum payments
for farmers eligible for the scheme for small farms, who permanently donated
their farms to another farmer.

According to the RDP these are measures directed primarily to support agri-
cultural activities undertaken by young farmers. Similar support was very popular
in the previous programme period and contributed to young people, who decided
to take advantage of it, to stay in the countryside. Currently “Bonuses for young
farmers” implement the specific objective related to facilitating farmers who have
the right skills to enter the agricultural sector, in particular the exchange of gen-
erations. The aid, like in the years 2007-2013, is addressed to young people (up to
40 years old) with the relevant professional qualifications, who are starting to run
an agricultural holding as a manager for the first time. This leads to granting aid
to farmers who will be professionally active in the business and achieve an appro-
priate level of specialization. This approach once again illustrates the complexity
of the solutions adopted. As stated in the RDP, the offered aid “will contribute to
the implementation of the cross-cutting objective in the scope of innovation by
directing support to young people who are more willing to take an investment risk
and introduce innovative solutions in the farm related to the organization of pro-

# E. Nawrotek, Dzialania rolno-srodowiskowo-klimatyczne jako instrument ochrony srodo-
wiska w rolnictwie, (in:) B. Jezynska, E. Kruk (eds.), Prawne instrumenty ochrony srodowiska,
Lublin 2016, pp. 353-366.

4 A. Niewiadomski, Prawne instrumenty ksztaltowania obszaréw Natura 2000 w Polsce, (in:)
B. Jezynska, E. Kruk (eds.), Prawne instrumenty ochrony srodowiska, Lublin 2016, pp. 327-338.

4 A. Niewiadomski, Wspdlna Polityka Rolna po 2013 r. — wybrane problemy prawne, “Studia
[uridica Agraria” 2015, Vol. XIII, pp. 117-132.

4T RDP, p. 634.
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duction, the product and production technology. Preference for the participation
of young farmers in organized forms of cooperation of agricultural producers are
also conducive to the implementation of innovative solutions. It is expected that
the executed projects will contribute to the achievement of cross-cutting objec-
tives in the scope of environment and climate change mitigation as well as adap-
tation to this change. The impact on cross-cutting objectives may be the preferred
choice of operation within the system.

Support for young farmers is one of the key legal instruments, which affects
the development of the agrarian structure in Poland, while contributing to the
generation changes in agriculture. The presented mechanism must, however, be
enhanced by the proper aid for these people. First of all, they should have a place
where they can acquire the appropriate qualifications and gain knowledge. Agri-
cultural education in this field should not only impart knowledge about the tra-
ditional methods of farming but also to a large extent influence the acquisition
of information about innovations. A thus prepared young farmer should be able
to prepare a business plan and estimate the size of the necessary support. At this
point a postulate should be repeated for a system of preferential loans, which
would allow to apply for European aid and would not require the involvement
of disproportionate funds from commercial loans in the initial period of oper-
ation. The agricultural national policy for young farmers should also develop
a system of agricultural advisory services and agricultural technology assistance
after obtaining the appropriate grants. The combination of European and national
legal instruments should strengthen the competitive position of beneficiaries
of this aid.

The legal instruments presented in the paper, shaping agriculture in the light
of the objectives of the Rural Development Programme, are the backbone of sup-
port provided to farmers. Poland has no other instruments for supporting farmers
on such a scale. There are mainly no national instruments for the development
of agriculture and support of agricultural income. It is impossible to include
in them preferential loans due to natural disasters. A farmer, beyond the resources
from European funds, can only invest his own individual financial resources
which he possesses. In the long term, such a policy can make Polish agriculture
completely dependent on the decisions that are made at the Community level*.
Even now we need to analyse what mechanisms could be offered to farmers
in a situation when the economic value of funds transferred from the European
funds are significantly reduced. The durability of the described elements will
depend on further development opportunities for farmers after receiving support.
Without such a system, aid through the legal instruments indicated in the paper
may turn out to be ad hoc and short-term.

8 P. Litwiniuk, Prawna ochrona bioréznorodnosci jako element zréwnowazonego rozwoju
obszarow wiejskich, (in:) B. Jezynska, E. Kruk (eds.), Prawne instrumenty ochrony srodowiska,
Lublin 2016, pp. 313-326.
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We must now undertake work related to the development of legal possibilities
for supporting farmers who want to apply for aid from European funds. Most
of these instruments, especially investment, are based on the principle of reim-
bursement. This means that a farmer must have adequate financial resources
before he can apply for aid from the RDP. This approach significantly reduces
the number of potential beneficiaries to farmers who are already realizing their
investments without European support. De lege ferenda the existing agricultural
advisory services should be supported, legal and economic measures should be
for once created to help farmers in achieving the expected effect of support. Only
such an approach will ensure that the legal instruments of rural development pol-
icy indicated above will be able to shape Polish agriculture.

Aid in the development of Polish agriculture should not only be appropriate
national legislation, as implementing normalizations to the legal acts cited in the
paper, but also specialized assistance for farmers®. It is necessary to develop
intricate laws in a manner that is accessible to the average farmer. This will not
only increase the level of absorption of funds from the budget, but also make it
easier for farmers to select the manner and type of agricultural activity performed
by them. The authorities of public administration face a great challenge in this
regard, which should set up effective information campaigns on the possibilities
of support which the rural development policy offers.

Therefore, more weight needs to be applied to informing farmers not only
about the possible support but also about the consequences of the aid provided.
Complex legislation will not always be able to provide clear answers to the prob-
lems of farmers, particularly in terms of the share of allocated funds in achieving
various economic indicators.

The problem with the selection of mechanisms that shape agriculture could
gain strength in the event of changes in financial assumptions at the end of the
current financial perspective in 2020. The decrease observed for several years by
nearly 30% of spending for financing the Common Agricultural Policy allows to
foresee the further relocation of budget funds in sectors other than agriculture.
The question is whether agriculture without these funds will be able to com-
pete, not only within the Community, but also in relation to third countries. These
concerns are all the more justified, if the provisions of trade agreements such as
the Transatlantic Trade and Investment Partnership (TTIP) or the Comprehensive
Economic and Trade Agreement (CETA) are implemented. Farmers will have to
face new challenges, perhaps counting only on their own funds to date. In this
regard, an analysis should be done concerning the future of the agricultural sec-
tor and the selection of new legal instruments which will affect the functioning
of agriculture in the new economic and legal conditions.

4 A. Niewiadomski, Kwestia prosrodowiskowa w prawie rolnym — miedzy prawem a ekono-
migq, (in:) P. Litwiniuk (ed.), Kwestia agrarna. Zagadnienia prawne i ekonomiczne, Warsaw 2016,
pp. 427-440.
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SELECTED LEGAL INSTRUMENTS SHAPING CONTEMPORARY
POLISH AGRICULTURE IN THE RURAL DEVELOPMENT
PROGRAMME 2014-2020

Summary

The article presents the basic legal mechanisms shaping modern agriculture
through the Rural Development Programme 2014-2020. It discusses the main problems
of juridical character, which could be an obstacle in the use of financial resources by
farmers. It also underlines the importance of the existing support mechanisms due to the
size of allocated grants for Poland. At the same time it draws attention to the possible CAP
reform after 2020 and the resulting possible restrictions in financing the Community
policy in agriculture.
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