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The viability of the countryside depends on eigidtdrs: climate, water resources, past and presate
initiative, public policy, financial support, thaternational trade context, relative lobbying caiyaand
public opinion.

All these eight factors are essential componentshef viability of our, as well as everybody else’s
countryside in the future.

Climate

The countryside is strongly affected by climater @mperate zones are privileged in that respediage
been so far. But the long-term trends are worryifilge recent “Millennium Assessment” of the UN
concludes that 60 per cent of the services provigeithe planets ecosystems have been degradedimnhu
activity, and global warming threatens to furth@rtprb the ecosystems reducing and polluting water
resources, increasing soil salinization, reducimg forest cover, particularly in the tropics, reidgcthe
number of plant and animal species and promotimg@e uniformity in several respects.

Water resources

Two billion people lack water sanitary networks.lYDslightly less has no access to clean water. Irhawl

of million women and children spend hours a dayecting water. Nine million die every year (25,080
day) from water-linked illnesses, half of whom ateldren. In 2005 more people died from lack ofacle
water than all the life casualties of wars runnthgn. Water scarcity and absence of sanitationrfavo
malnutrition, sickness, ignorance, poverty and iradity. Without water there is no developnfent

Clean water shortage is a much greater threatdodfuture of humanity than depletion of oil reserves
because there are current and potential substitotesl, but none for water, and no food can bedoiced
without lots of it?

Falling water tables are the consequence of pdpalajrowth, increases in food supplies and changing
diets® accelerating depletion of underground water resssurdiversion of irrigation water from food

! See: Loic Fauchon, President of the World CowntiWater, Le Soir, 22/03/2006, Brussels

2 Average daily food consumption requires 2,000 4ditf water per day to produce it. Water shortagel$ to food
shortage. It is estimated that by 2020 two to thi#limn people are likely to experience seriousavahortages, that is
three to five times as many as to-day, and thaesiony countries may become water-stressed, dasleany as to-
day (See Lester Brown, Outgrowing the Earth, No(R{#04).

%In the U.S. alone the consumption of grain fond feed (for animals) averages 800 kg. per persanally. A
modest reduction in beef consumption could cutrguaie per person by 100 kgs., cutting grain us@e@eson by 100
kgs., grain use by 30 million tons and water us8®pillion tons! As it is estimated that some Bidm people in the
world want to move up the food chain towards morestock-intensive products, one can well imagit@atvmpact
that would have on food production and use of water



production to the cities, growing pollution, clirrathange with rising temperatures, deforestativar-ase

of aquifers, and finally leaks and wasteful pragsicegarding irrigation water as well as the usarbén
water. All these factors are related to recedirggdiversity and growing eco-system losses, whichsen

the human living conditions. These phenomena aesent in both developed and developing countries.
They have a negative impact on life in rural aad of poorer communities also in Europe..

The future of rural business requires new technefotp increase water productivity on the grourelyn
technologies to increase sustainable clean wasewurees, provide more efficient desalinization peses
to remove salt from seawater, and develop drowggistant crop varieties;

Other requirements for sustainable business irl auems are: water safety and sanitation, wasigodal,
water infrastructure investment, improved managenoérwater systems and related women education,
water savings shifting energy production from fosél-powered thermal plarftdo renewable energy
sources such as solar and wind power, reducingngsuoif water, and limiting the use of non-reneveabl
inputs such as pesticides and fertilizers. Natuoteption also helps preserve clean water supplieese
requirements cannot be met as long as only 5% ldfqsupport is devoted to tackling water scarcity.

Continuing neglect of water conservation and mamage, which is the crucial prerequisite for susibie
development, would make sustainable developmentteally impossible and also lead to a dramatic
reduction in food production as water reservesirgeceeasingly shifted from the countryside to thbaur
areas.

Private I nitiatives

Most European landscapes, whether they appearedreatnatural, have been shaped and influenced by
sophisticated forms of human activity, mostly ptévinitiatives. Alpine pastures, dry meadows, messh
hedges and terraces are just a few examples haeuligre has formed our natural environment. Farest
too have often been subject to human influenceina®rmer times they were closely integrated into
agricultural production systems.

As a result of past behavior, most of Europe’ teryiis still rural. If one uses the OECD threshofdl50
inhabitants per km2 at the municipality level t@rndify rural communities, three types of regions te
identified:

Predominantly rural regions with over 50% of gogulation living in rural communities
Significantly rural regions with 15 to 50% of thepulation living in such communities, and
Predominantly urban regions (all others)

Predominantly rural regions cover 47% of the EUdiBitory and contain 10% of the EU-15 populatitin.
one adds significantly rural regions, more than 8ff%he EU-15 area can be classified as rural &odita
40 % of the total population lives in rural aréBlsese percentages are higher in the newly enldtgked

Many rural areas in Europe are experiencing pdatidifficulties due to declining employment poskiies
and a declining population in more then 40% ofgredominantly rural regions of the EU-15 (but 3686
of the urban regions are losing population). In ynamal areas the exodus to the towns has madtfigtit
to maintain a critical mass for essential faciéitend services.

At the same time, there are rural regions that lsameeeded in generating a higher level of employme
opportunities than the national economies as a avhbhis is not just because they enjoyed particular
comparative advantages, including location, bub dscause they benefited from local leadership and
dynamism, a good entrepreneurial climate, educaltidavel and cultural and natural environment.
Agriculture has increasingly interlocked with otheonomic sectors such as crafts, commerce, industr
tourism and other services, making a basic corttdbuo diversifying the rural economy. A sustaileabse

* These require enormous amounts of water for cgplimich comes from a river and is returned toriter as hot
water with negative ecological effects.



of agriculture has helped rural areas to providettbtter services society needs. It has also ofietributed
to improve the environment, ensuring the upkeefefcountryside, protecting vital resources, maiirig
bio-diversity and fostering a balanced ecology.

But there have obviously been failures. Agriculturas continued to contribute to pollution. Rural
depopulation has not been stopped. The market mysi@s proved insufficient to ensure e proper
distribution of activities without an appropriateljic policy and corrective mechanism.

Public Palicy

A new approach was called for. It resulted in tiexier reforms of 2003-2004. It addressed heathen
relationship and interaction between agriculturé amal development. Agriculture remains fundamkttta
rural development, but does no more represent st wioEurope the largest part of value added irrtina!
areas. The prospects of the agricultural sectorcl®ely intertwined with the other sectors of tiueal
economy, particularly in places with marginal resjr where natural and structural handicaps restrict
agricultural potential but where there are oftew fdternative opportunities for employment. Conedys

the development of rural areas cannot be treatpdrately from changes in agricultural policies and
structures. All this called for a better coordioatiof agricultural market policy and rural develapr

policy.

The Fischler reform aims at helping EU farmers ¢ttdr meet the pressures of competition deriviognfr
increasingly open international market, make theemssary structural adjustments, diversify theivas

and seriously address the environmental challeygactually applying existing environmental direetv
and principles in order to preserve our farmingdkmape and culture in rural areas intact. The agro-
environmental measures become compulsory for ensgipnal development programme and represent at
least one half of rural support. New measures delthe improvement of product quality and off-farm
diversification (micro-enterprises). The system haen simplified as rural development will ben&fiim

one fund instead of two (with the FEDER), one sysfer financial management and control instead of
three systems, and one programming system insfdaa o

Because the CAP and its reform process affectseglbns and the countryside is called to perform a
widening range of functions, the new rural develeptrpolicy, unlike the regional fund (FEDER) coulok

be restricted to particular problem regions, bud teabe applied to all rural areas. Moreover, tharfcial
means available deserved an increase by trangfarpart of market support to rural developmentthiea
so-called “modulation”. By 2013, according to thesdhler Reform, the financial resources for rural
development should have amounted to some 17 biligear for the EU 27. But this expectation, whgh
based on the CAP reform agreed in June 2003 hashe®n betrayed by the recent agreement of the
European Council of heads of State and Governnegarding the New Financial Perspectives for 2007-
2013, of which more later.

The necessary EU rural development strategy docupremiding guidelines for the regional development
strategies for the future has just been elabordttasets out the EU priorities for the three themakes for
rural support: increasing competitiveness, land agament and diversification of the rural economgl an
quality of life in rural areas

Financial Support

The Council deliberations regarding the New FinahBerspectives (NFP 2007-2013) have penalized most
budget chapters including rural development anthesghat less, CAP market support. We call the |atier
first Pillar of the CAP and the former the secoiithPof the CAP.

This time, the negotiations on the financial pecsipes up to 2013 has been more acrimonious that an
time before, and they are far from finished as Ewwopean Parliament has refused the Council's
conclusions and attempts to gain greater powerklhpudgetary matters. In Council, the so-callett ne
beneficiaries (Portugal, Greece, Ireland and Sg#ithpot want to lose their traditional benefitesdite the
accession of 12 newcomers. The so-called net-tonitnis wanted to pay less. The UK did not wantite g



up its budget rebate, and France, also a net-botdr, wanted to freeze EU payments, but leaviegQAP
untouched as the biggest heading.

Faced with the budgetary constraints, which aré pathe so-called “Maastricht Criteria” on Europea
Monetary Union, the richer Member States, includingse who consistently fail to respect those idate
affirm that the EU budget should by implication fvezen at its current level. More generally, the EU
paymasters tend to pay lip service to the soligaagincept at the European level, which was partpandel

of the Single Market agreement and remains a fuedéash element of Europe’s socio-economic model. In
order to get agreement on the Single Market in 1888ecame necessary to provide increased finhncia
support to those Member States that were less@lsl@mpete in such a market.

The solidarity concept whereby the richer M.S.raaaly to pay for the poorer ones has seriously stk
Fact is that the stance, which member States tak&Jiaffairs, is increasingly dictated by narrowhfined
self-interest instead of collective advantage, rélgas of the merits of the case.

(In this context, the enemies of the CAP in whatdfeem, have geared up support against the proposal
tabled by the Prodi Commission on the NFP. Theedgtroposed an annual overall budget growing to
€158.450 billion in 2013 in constant (2004) prices,1.24% of Gross National Income. This proposal i
actually only 0.10% of GNI higher than that of Aden2000 (both adjusted for enlargement). This is no
much considering the substantial policy commitmeantdde by the Council since 1999. It is moreover
relatively modest if one considers that the 1.24f% NI EU budget ceiling had been established i8419
when the Community consisted only of 10 Memberestaind further enlargements were not on the cards
except for Spain and Portugal.)

This has led the Council to slash the budget pregpdy the Prodi Commission to an annual level, tvingc
nearly ten percent below the level planned for yieiar, despite the accession of ten new membertheds
Council had agreed beforehand to preserve Pillairthe CAP, its cuts were concentrated on thosgéud
items which regarded the decision to boost the Blipetitiveness. As a result, the share of agrioeiltu
which according to the Commission’s proposal shdwdgie decreased from 45% of EU expenditure in
2006 to less than 35% in 2013, due to the growtihénoutlays devoted to new policies notably cotetbc
with the Lisbon commitment on competitiveness, gloand employment will remain about the same as to-
day. This will in turn provide a better opportunftyr the anti-CAP coalition to further cut its budgn the
next occasion.

(The accession of 15 (soon at least 17) more desntiver the last decade, most of whom are major ne
recipients of EU money, inevitably means major exjieires, but only minor revenues for the EU budget
The “gang of six” countries, who favored a budgeefe, could not be unaware that enlargement teake
had substantial financial implications. Anyway, thgnored that they had only recently signed-up dor
freeze in agricultural market spending up to 20&Bd that the biggest agricultural reform in the
Community’s history had been made in accordancle thi2¢ CAP budget freeze agreed in 2002 in Brussels.
Nor did they care to remember how difficult it hiaglen to reach agreement on reforming the CAP, mand i
particular on decoupling support from productianwés this provision that made the CAP more market
oriented and less trade-distortive, and hence moceptable to the WTO. This result would not hagerb
achievable without guaranteeing farmers their hisab support levels, which the European Councs ha
agreed in 2002).

The demand of the Gang of Six (Austria, DenmarlgnEe, Germany, Sweden and The Netherlands) to
impose a lower budget ceiling in terms of GNI (Grd¢ational Income) than agreed in 1984, therefore
betrays prior political commitments and objectiy®s the Council. A 1%-GNI inevitably reopened the
Brussels 2002 framework on the CAP by reducingnfomey promised then. Further cuts in outlays are
expected from the Doha Round of the WTO. This metashing market expenditure below the freeze level
agreed in 2002 and the 2003 CAP reform, and chgppiral development support even more, by as much
as € 39 billion (if co-financing by MS is takendnaccount) up to 2013. The result is in stark @atittion

with the Council agreement to reduce market supjgothe advantage of rural support. Rural money was
cur even more than market money. Instead of expgndiral development policy will therefore contrao



that spending on environmental measures, animalameland food quality, and the sustainability of
agricultural production will suffer.

That there was no mobilization against this apgdndzears witness of the weakened initiative andierfte
of agricultural interests in public policy makirzpth nationally and internationally.

We Friends of the Countryside must take greaterést in the wider EU budget debate, becauseidusty
impacts on the rural areas. We must do more taebtibp conventional contention that agriculture ezalp
too large a part of public expenditure. It is indeeorth reminding the anti-agriculture lobby thiaéte has
been a steady rise in public spending in the Mersietes, while the EU budget suffered substantits @f
EU enlargements are taken into account). Furthermagricultural expenditure has been steadily
decreasing so far as a share of the EU (and oyéralget spending, as well as in real terms andagpar.
We must stress two points. Firstly, that the stilbstantial share of the EU budget devoted to altpie
and the environment, and the Council refusal tacedt further to 35% of the EU budget, are sintply
result of the lack of other substantial common ge$ with budgetary implications for Europe. Sedgnd
that only one per cent of public expenditure isaled to farmers, only one fifth of their share atat
population. And thirdly, that while most farmerg &een to improve the sustainability of agriculfwwlich
they cherish as their most precious asset, theyataafford to do so, because the market mechangss d
not provide compensation for the relevant additi@oats unless they can count on adequate support.

Most Member States are of course aware that sulmtdavels of financing for agriculture, rural
development as well as regional and social sugrerhecessary in the context of Europe’s socio-@odim
model according to which economic growth must godhim hand with a degree of solidarity towards &os
who are less able to compete. All Member Statedyapps “Sozialmarktwirtschaft” concept in domestic
policy as well as within the EU context. But latslyme Member States have tried to shift their stdpo
solidarity from the EU level to the domestic level.

Where the share of co-financing is already higtu¢stiral funds, regional fund) several Member Statél
push in future for further budget cuts — openhbgrstealth. Instead, there where there is no afing
such as pillar one of the CAP, a number of MS wémigrogressively introduce co-financing like isealdy
the case for the second pillar. Supporters ofdtter view have different aims. Some consider naffting

as the best means to change the net balance betlnetepayments into, and receipts from, the EUdeaad
to their own advantage. Others see it as a fiest ghwards the “renationalisation” of the CAP, whis
anathema for others. While most MS still claim thlvegnt “more Europe”, many maintain that it can be
obtained with less money. In reality, the larged aither Members seem to want less Europe and in
particular less solidarity towards those Member Vidr the time being are less able to compete. ridte
Members ride the horse of budget diversificatiorpbghing for cuts in existing common policies iast®f
developing new policies or increasing support fmwgh-and-employment-promoting policies.

Why do governments who ask for “more Europe” and goeater concentration on objectives such as
economic growth and jobs refuse to take the relevadgetary decisions in the EU context? One re&son
probably that EU money buys them no votes, whenadisnal or regional budgetary expenditure does, at
least as far as the parties in power are concerweother reason is the stringent budgetary rulethef
European Monetary Union.

As the EU’s margin of maneuver dwindles in linemgtagnant EU budgets, the EU becomes an even more
convenient scapegoat for domestic failure. Whilerggne knows what needs to be done — as PM Junker
said — Governments are simply not strong enougto tib.

Thelnternational Trade Context

The international trade context for European adftice is a mixed bag. On the one hand, the Fischler
reform has taken the EU off the hook in that detiogpof support from production has made the CAP
much less trade distortive. According to the OE@Dne gives to a price support system a distorinaiex

of 100, the distortion rate of a partial supporptoduction — the so called “blue box” — is justdve 30 and
that of the recently introduced decoupled supooniy 7.



The WTO negotiating framework agreed in July 200%skeneva is fully compatible with the new CAP so
that no new reform is required with the exceptidérsugar, particularly after the EU lost the WTO elan
Although the EU has accepted to phase out its e&xquirsidies, it will not need to do so before 201at,
before the next financial perspectives. We can exfiee CAP reform process to continue, but | do not
believe that it will be brought forward or implented before 2014, in spite of the Council commitment
obtained by PM Blair of a Mid Term Review of the EAn 2008-2009.

Despite the increased compatibility of the CAP WWHATO rules, the pressure for further changes has
increased again. There are two reasons for this fifst is that the negotiations have got stucknolustrial
tariffs and services because most countries, notdi# less developed ones, have hardly made any
concessions and prefer to support those who askegrehanges in agricultural policies of the US #red

EU. Agriculture is actually the only area in whittte negotiations have advanced well. The secorgbnea

is the weakness of the EU negotiating team.

Trade Commissioner Mandelson, unlike Lamy haselitthowledge, understanding or sympathy for
agriculture. For this reason a coalition of morantfa dozen Member States have let him formally know
how little negotiating leeway they are prepareditee him without prior consultation. Besides, itwa be
ironic to see the Commissioner, who caved in totéixéile lobby backtracking on the old commitment t
abolish the Multifiber Agreement, failing to defetite cap reform until the end of the current finahc
perspective. However, in practice, he will everijuatcept the CAP to pay a further price in oraeobtain
concessions by others on services and on indutdriffs. He already had said that much proving had a
tactician he is.

Public Opinion

In the long term, the viability of the countrysidepends not only on its attractiveness and on hasv i
managed to insure its sustainability, but alsofangimost on public opinion and its impact on pulpiidicy
and on the image of farmers and rural dwellers aytba people at large.

At present, the European public has mixed feelalgsut agricultural and rural development policy.

The public tends to criticize the CAP and a mayobielieves farmers are over-supported and pollutieg
soil. This public image is no encouragement toyitneng generation to enter the farming business.

But there is vast public support for the objectigéthe New CAP such as healthy and safe foody fastd,
promotion of the environment, improvement in coyriving, protection of small farms, diversificaticof
production, competitiveness on world markets, stadohd fair farm revenues, reduction in rural-urban
income disparities, biological methods of productiwith the least supported of these objectivesingget
still some 75% of positive responses. A majorityvnioelieves that the CAP plays a useful role for the
environment and food security, but few believe that income is generally sufficient, that the cioyside

is attractive for living, that consumer expectaticare satisfied. While a majority criticizes agtiotal
support as excessive, many admit that small facone is insufficient and that farmers have litiggort

in dealing with far more powerful intermediarieshavsiphon off the bulk of the final shelf price their
produce.

Farmers too have mixed to negative feelings. Agflas a majority of Europe’s farmers (except in Dl a
IRL) consider that the CAP is unfavorable to theterests, the long-term prospects of agricultstgdport

do not look good. The least satisfied seem to kesthall farmers, many of whom do not benefit from
European funds and find the formalities too cumtmmes As long as a majority of European farmers
(except in the Nordic countries) consider the CAiddet too low, particularly in southern Europe, caa
fear further land abandonment. This risk is aggevdy a general pessimism about future supporttzand
effects of the WTO negotiations on European adticel



While recent public opinion polls provide a mixeidtpre on the subject regarding public attitudesuab
CAP policy objectives and farmer satisfaction, thew CAP is generally seen as a step in the right
direction. That direction is unlikely to changetlas CAP reform process continues to unfold.

But public policy is not the most important detemmg factor of the future of the countryside. Paliews
and private behavior are.

It is primarily up to the farmers themselves to ioye their image, which is not as good as they tike
believe, as caretakers of the countryside as agaipsrception of polluters of the soil and water.

There is little doubt that, while the CAP is unplgputhis is due to the first pillar, which farmesspport
most, not to the second one. Rural developmentyenjonsiderable and possibly growing public supgport
which is why it is the wave of the future. Butstequally clear that public budgets will be undamtomuing
pressure, notably in the new member states, whichal have the money necessary to co-finance rural
projects which can obtain support from the EU. Tikisncidentally one reason why they did not figit
defend the rural budget proposal made by the Cosiomiswhich was part of the reform deal made by the
EU 15 shortly before their accession.

In this context, it becomes necessary to try and firivate sources of finance sustainable ruratkbgment

in Europe. This is the very purpose of the creatimhich the ELO has conceived and is promotinga of
foundation devoted to that purpose. It will be edlthe Rural Investment Support or “RISE” Foundatits
object will be to promote economic, social and emuinental sustainability of Europe’s rural aread an
improve the living conditions of the rural poputati To that effect, the Foundation can initiatgart and
monitor rural private investment, and provide apoese to the demands and requirements of the rural
communities with due regard to the preservatiomelipment and transmission of private property.

These aims are addressed in full awareness ofglbedl commons” such as global warming, bio-divigrsi
and eco-system losses, deforestation, water deficitpollution, with a view to promote a more baksh
and more sustainable socio-economic developmene@pdoyment in rural areas.

The Foundation has the right to hold movable anthowable property, to receive and hold gifts or
subsidies of any kind such as donations, legaaiek eequests, including shares and other negotiable
instruments and gifts “in kind” from any lawful swe. Its assets include revenues generated by the
Foundation’s own assets.

While the bulk of the Foundation’s resources wdl devoted to rural development projects in Eurojpg —
to 10% of which for rural poverty -, a significasthare will be set apart for rural and suburbanegts;jin
the Third World.

The construction of the foundation is original iamy a respect:

- 1. firstly, it is a self-supporting arm of the El2bd the FCS, who are its founding organization
Foundations created by interest groups and lokdries rare event. The model here is Planet Earth
by Green Peace; it is based on the culture whicbrismon to the ELO and the FCS;

2. secondly, it will primarily cover the whole Eyr@an Union;

- 3. thirdly, its focus is on rural development, éden the EU

- regulation on the subject, as a contribution toaxEU

solidarity

4. fourthly, it is designed with the intentiam gpearhead the establishment of e Statute farpean
foundations



5. fifthly, it can also help in the management ofvate properties of architectural, cultural,
historic and natural value, in their economic déifization and land consolidation with a view to
ensure their preservation.

Last but not least, the RISE Foundation is expettguteserve, transmit and boost the sense of \ahang

the present and future generations of ELO and F®&@lmars, and offers them a common instrument of
philanthropy for common action and enhanced impeuts may include legacies and bequests by FCS, who
may lack heirs and prefer to leave their propestyhe Foundation to take proper care of it andthse
proceeds for charitable purposes.

(2006)



