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disproportionate cuts in the multi-annual  
financial framework. it is vital that steps are 
taken to mitigate this unjust situation. Positively, 
member states will be able to transfer up to 15% 
of their Pillar i allocations into Pillar ii. this transfer 
is referred to as ‘modulation’. far from welcome 
however, is the new option which allows all member  
states to transfer a portion of their Pillar ii budgets 
back into Pillar i – ‘reverse modulation’.

Why is ‘Modulation’ so iMPortant?

Pillar ii is well equipped to support farmers 
and land managers to address environmental 
challenges including biodiversity declines, resource 
protection and landscape conservation. however, 
its budget for 2014–2020 is far too small– €85bn, 
roughly €12bn per year. research suggests that 
about €50bn per year would be required to deliver 
the eu’s environmental objectives on agricultural 
and forested land.3

‘compulsory modulation’ formed a key part of the 
2007–2013 caP with all member states required 
to transfer a rising percentage of Pillar i funds into 
Pillar ii – reaching 10% in 2012. this was  

Background

from 2014–2020, the common agricultural 
Policy (caP) will account for almost 40% of the 
eu budget: some €53bn per year. But despite 
promises of a ‘greener’ policy, little of this funding 
will go towards more sustainable farming and  
land management practices. 75% will be spent  
on Pillar i direct payments which deliver little  
benefit for the public and stifle the development  
of the european agriculture sector. although they 
form an important income stream for many high 
nature value (hnv) farming systems, including 
many in the uk uplands, direct payments cannot 
be justified in their current form as they are not 
explicitly linked to the delivery of environmental 
public goods. we must use the caP budget more 
efficiently to secure public goods, by paying HNV 
and other environmentally progressive farmers in 
return for clear environmental delivery.

there is compelling evidence that targeted 
environmental schemes within Pillar ii of the caP 
represent good value for taxpayers’ money1 and 
help farmers adopt more sustainable, resilient 
and wildlife friendly businesses.2 however, Pillar ii 
(also known as rural development) has suffered 

an important reflection of the need to steadily 
increase the funding allocated to Pillar ii. whilst 
compulsory modulation will not form part of the 
2014–2020 caP, member states are allowed to 
transfer funds voluntarily and it is vitally important 
that that these transfers take place to boost the 
Pillar ii budget.

Why is ‘rEvErsE Modulation’ so Bad?

direct payments were never meant to be a 
permanent measure. modulation was intended 
to slowly replace Pillar i payments with schemes 
that support the farming industry to become more 
responsive to market drivers and less dependant 
on public hand outs. this trajectory of reform 
recognised the importance of using caP funds to 
‘buy’ public goods which the conventional market 
fails to reward, including biodiversity, resource 
protection and landscape character.

this necessary trajectory of reform is reversed 
under the new caP framework. all member states 
will be allowed to transfer up to 15% from Pillar ii 
into Pillar i, with some (including the uk) allowed 
to transfer up to 25%. this is a further blow to 
an already massively underfunded Pillar ii pot of 
money and will severely undermine prospects 
for meeting the eu’s own environmental targets. 
reverse modulation will represent an extremely 

1 CCRI (2010) Estimating the incidental socio-economic benefits 
of environmental stewardship schemes 
2 rsPB and Birdlife (2011) seeds of success: how agri-environment  
can yield results for nature and farming

3 hart, k et al (2011) costing the environmental needs related 
to rural land management, report Prepared for dg environment,  
contract no env.f.1/etu/2010/0019r. institute for european 
environmental Policy, london
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inappropriate use of public money and should 
form no part of the caP. it is imperative that 
governments across the uk give assurances  
that they will not use reverse modulation.

thE rolE oF co-Financing

Member States are currently required to co-finance  
Pillar ii spending. this principle is sound as it both  
increases the funding available for rural develop-
ment measures and gives member states a clear 
interest in spending their Pillar ii money wisely.

However, whilst co-financing of funds transferred 
into Pillar ii for the next caP (2014–2020) would 
also be sound in principle, in the current economic 
climate very few member states can afford to 
do this. therefore, in practice any requirement to 
co-finance would invariably lead to no modulation 
taking place. this situation must be avoided 
at all costs as without modulation, very few 
new agri-environment commitments could be 
offered between 2015 and 2020. some existing 
agreements may even be closed early, impacting 
the most progressive farm businesses who have 
embraced these schemes to date. 

it is therefore critical that there is no mandatory  
co-financing requirement for funds transferred  
into Pillar ii. 

Why Pillar i ‘grEEning’ is not  
a suBstitutE For a WEll-FundEd  
Pillar ii

‘greening’ is a new addition to the caP and will 
require some farmers to respect a set of greening 
requirements in return for 30% of their Pillar i 
direct payments. whilst we strongly welcome 
the principle of attaching more environmental 
conditionality to Pillar i payments, it is important to 
recognise that they are less able to ‘buy’ targeted 
environmental benefits than Pillar II. For example, 
Pillar i payments are made annually and cannot 
include any management that takes more than 
a year to produce environmental benefits. In 
addition, caP negotiations severely watered down 
the quality of the new greening requirements and 
as a result their ability to secure environmental 
improvement will be even more limited.

What you can do as an MEP 

To ensure that the CAP delivers public 
benefit for UK taxpayers, please can you:

•  Reject mandatory co-financing of 
transfers into Pillar II in order to  
ensure such transfers are affordable  
for Member States.

•  Ensure the maximum rate for transfers 
into Pillar II remains no less than 15%  
and the reverse modulation rate is 
reduced as far as possible.

•  Reject reverse modulation as further 
reductions to Pillar II funds will seriously 
undermine prospects of meeting EU 
environmental targets.
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Who WE arE
the uk’s three link organisations represent a suite of bodies working 
for the conservation, enjoyment and protection of wildlife, countryside 
and the marine environment. our members practise and advocate 
environmentally sensitive land management and food production, 
and encourage respect for and enjoyment of landscapes and their 
features, the historic environment and biodiversity. we have been 
working together for many years to try and ensure that the caP 
delivers all that it can for the countryside whilst rewarding those  
who embrace this responsibility in their management of the land.

Wildlife and Countryside Link
89 albert embankment, london se1 7tP
020 7820 8600 • www.wcl.org.uk
registered charity no. 1107460

Scottish Environment Link
3rd floor, gladstone’s land, 483 lawnmarket, edinburgh eh1 2nt
0131 225 4345 • www.scotlink.org
registered charity no. sc000296

Northern Ireland Environment Link 
89 loopland drive, Belfast Bt6 9dw
028 9045 5770 • www.nienvironmentlink.org
registered charity no. Xr 19598
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