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1. Introduction

This document reports on the main activitiaad conclusionsvithin the 3% round of Agricultural

t 2f A0& 5AL f 23 debng affa greparatiBiviSitiBeiling 0 Mgy 2017, a study tour of a

Chinese delegation to the Netherlands and @any inJune 2017, and aworkshop in Beijing in

l dz3dza i wnmtT® ¢KS FOGAGAGASE (221 LIIOS Ay GKS 7
component of the Germa&hinese Agricultural Center (DCZ). Project authorities are the Ministry of
Agriculture of he Peoples Republic of China (MoA) in Beijing and the German Ministry of Food and
Agriculture (BMEL). DCZ is implemented by the German Corporation for International Cooperation

(GlIZ) and the Chinese Foreign Economic Cooperation Center (FECC).

The Agricultual Policy Dialogue is one of the main components of DCZ. Its Project Steering

/I 2YYAGGSS KIFa OK2aSy a! ANAROdz GdzNIF £ { dzoaARAS&aE | 2
the subject of agricultural sustainability with focus on organic residuzation was covered. In July

2016, MoA representatives under the lead of Mr. Zhang Tianzuo (DG, Dept. of Sectoral Policy and

Law, MoA) paid a visit to Brussels and Berlin to learn about direct payments, one of the instruments

the European Common Agricutad Policy (CAP).

For the support of the overall APD activities in 2017, including the organization of the study tour to
Germany, GIZ contracted Prof. Dr. Reiner Doluschitz and Dr. Heinrich Hagel. The main tasks were the
preparation visit to Beijing in Ma3017, the organisational arrangements of the study tour, and the
support for the final workshop in Beijing in August 2017. For the Netherlands part of the study tour,
GIZ entered into a small contract with Mr. Rutger Kuiper to prepare the necessarytsulajger and
organisational arrangements and to guide the delegation during these two days.

Dr. Hagel conducted the preparation visit to partner institutions in Beijing (CAAS, DCZ, and FECC) on
9-13 May (see also Chapter 4 and Annex 6 and 7). The maiotigbfe of the visit are lisd in

Chapter 4. The studtour includedsix representatives of MoA and CA#®itook place in June 2017,

visiting the Netherlands on 18 and 19 June, before travelling to the main program in Germany from
20-24 June. Delegatiomader from the Chinese side was Mr. Zhao Changbao (Dy. Director General,
Dept. of Sectoral Policy and Law, MoA) and Dr. Dietrich Guth (DCZ Paolitical Director) from the
German side.

The final workshop took place on August 17, 2017. Dr. Guth, Prof. Dr.cbhitdysand Dr. Hagel
travelled to Beijing froml5-20 August to participate ihe final preparation activities and the
workshop, and to discugke outcome of the APD. A protocol of the activities in August can be found
in Annex 8, the program of the wortiksp in Annex 9.

2. Participants of the study tour

The following officials and DCZ project staff participated in the visit.

Name Institution, Position

Deputy Director General, Department of Sectore

Mr. Zhao Changbao Policy and LaviVioA




Mr. Li Hongtao

Mr. Li Guanyou

Mr. Li Erchao

Mr. Wang Xiudong

Ms. Liu Xiangzhou

Dr. Dietrich Guth

Deputy Director General Foreign Economic
Cooperation Center, MoA

Deputy Division Director Department of Sectoral
Policy and Law, MoA

DeputyDivision Consultant Department of
Sectoral Policy and Law, MoA

Researcher, Institute of Agricultural Economics
and Development, CAAS

Interpreter CHNENG, CICOS, MoA

DCZ, political director, BMEL DG retired

Mr. Conrad Graf von Hoyos DCZ, managing director




Mr. Oliver Rogall DCZ, project adviser

. Mr. Rutger Kuiper Independent land and water engineer

Chair of FarnManagement, University of

. Prof. Dr. Reiner Doluschitz Hohenheim (UHOH)

Agricultural Policy Expert, Food Security Center

. Dr. Heinrich Hagel UHOH

Translator Germanq Chinese, provided by Germe

. Ms. Fenghua HoffmarWu Side

3. Purpose of the study tour

China historically had taxed its agricultural sector. From the early 2000 years China successively
introduced different support policies. Despitieat the level of agricultural support has stabilized in
recent years, the Total Support Estimate (TS#) reached 2.4% of gross domestic product (GDP) in
20142016, thus surpassing the OECD average level by about four times. Domestic food prices
exceeded world market prices by 13% (OECD, Agricultural Policy Monitoring and Evaluation 2017).
Agriculturalpolicy has to justify the high expenditures in view of budget, production, rural income,
environmental effects and efficient administration.

The overall objective of the™BAPD was the acquisition of a comprehensive understanding of the
subsidy system irthe EU, and in Germany in particular. Elemenfs Chinese interestwere
information on available budgets, income effects, production, effects on sustainability goals and
efficient administration. Thus, the study tour included visits to relevant institstitom national
level to farm level. The delegation received finsind information from experts in the fields of policy

"¢ { 9yYRAMGAI G2NJ 2F GKS Iy ydzh t Y2ySiFNE @FfdzS 2F Fff INB&aa NI Y
YSI &ddNBa ¢ KAOK &dzLILIR2 NI | INKR Odzf (i dNBI NBiiS2F ZKSIKARRIOAI B8SAI X
FIENY LINRRAZOGAZ2Y FyR Ay02YSs @MDi/CRyaAl deBR@ e i dANF  F It R A IORE R &QiY:
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making (federal national ministry), policy implementation and administration (State ministry
including lower authorities), agriculturaUNE RdzOG A2y O FI NX¥SNAR YR Tl NI)SNE
relevant stakeholders included in political decision making, such as industry, associations,
cooperatives, and science. Details on the program and suggested topics by MoA and DCZ are listed in
sedi A2y p GL&aadzsSa / K2aSy yR tNRINFYED

The short visit to the Netherlands was more or less left open, but was sought to be arranged as such

that it would be in line with the general aims of the study tour, addingegractical example(s) of

hightech farming2 ¥ K2 NI A Odzft G dzZNB> YSSGAy3 GgAGK |+ 5dzi OK T
their tasks and occupations, and learning about subsidy tools available for the Dutch agriculture
sector.

4. Preparation visit in Beljing

Main objectives of the preparationisit of Dr. Hagel to Bj;ng was to participate in @reparatory
meeting with the Chinese delegates and additional experts, as well as to get an ovefvibes
current Chinese subsidy system, including its underlying policies and the main challenges. Th
protocol of the activities can be found in Annex 6, the prograf the preparatory meeting i
Annex 7.

The preparatory meeting aimed at getting to know the delegates of the study tour, provide first
information on the CAP (00. German_Agriculture_CiaRl.pdf), and identify mferences in regards

to designing thestudy tour programme Visiting several institutions and national experts aimed at

gaining an understanding about the Chinese agricultural support system. For this purpose, a
gualitative reseach approach, expert interviews, was chosen. The relevance of the chosen topic
G{dzoaARASaAE O2dxA R 06S O2YyFANNSRX a | OlGdzZrf I 3INRKOc
expenses and mainly amber box measures. Due to the common backgrounéheseéChgricultural

support policyg the objective to achieve (quantitative) food securghknowledge on the historical
development and actual measures of EU CAP seédmbe a valuable resource for Chinese decision

makers in the field of agricultural poji.

5. Arrangements made for the study tour

Taking into consideration the limited time of the visit and the difficult time of arrival of the guests
(Sunday morning at 05:00 a.m.), the possibility of lodging became a factor to be considered. A hotel
was booked close to Schiphol Airport and the Monday program was scheduled in the vicinity of
Amsterdam.

Mr. Kuiper himself had no particular expertise on kigbh greenhouse cultivation as practiced in

the Netherlands. To arrange for such expertise, the tsi® was sought and obtained of Mr. Niek
Botden, independent expert of the Cooperative HollandDoor, to select suitable firms for visits and to
give the technical and organizational introduction on the operation of these farms. An appointment
was made witha representative of the Dutch Farmers Organisation: LTO {LemdTuinbouw
Organisatie), Mr. Klaas Johan Osinga, to arrange for a presentation on the functioning of the interest
representation of Dutch agriculture and farming. A program for the visitwade for the two days,

taking into account the suggestions and wishes of Mr. Conrad Hoyos and his Beijing office and the
suggestions/requirements of Mr. Botden and Mr. Osinga.

The part of the study tour in Germany consisted of three main parts, whicheallend specific

F NN} y3ISYSyidad CANRG | NNYy3ISYSyida 6SNB YIRS RdzNA

specific requirements considering the study tour could be identified and previdestymined

topics during direct discussions with MoA wereapted. Those topics were clustered by the most

relevant institution or stakeholder groups and finally suggested to the respective contact person. The

G2LIA0OA FNB fAa0SR Ay aSOGA2Y p aLaadzSa / K2aSy |y
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For the first part of the study tr in Germagy, the visitof. a9 [ 2 gl a Yl Ayt e
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Hoyos and DrHagel suggested specific topics for presentations, and Mr. Huckert and Dr. Guth
identified key persons within the ministry. All arrangements were made in permanent reciprocal
exchange with Conrad Hoyos aldd Heinrich Hagel.

The main contact person for h aSO2y R LI NI 2F GKS {2 dNE

OYBANRYYSYyl 06a2903 ¢l a ¢K2YlFa DNRBGO FNRBY az290Qa

Rural Areas. Contact to MoE was established by DCZ expert Prof. Dr. Reiner Doluschitz. Similar to the

LJ- NG |
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Mr. Grof3 identified the most suitable officials in the ministry to address those issues. Due to the

small size of Saarland, MoE includes lower authorities¢hvlire responsible for the everyday policy

implementation, such as the monitoring and evaluation of application for direct payments. Thus, no
additional authorities had to be contacted to cover further issues. Mr. Grol3 also suggested suitable

farms to geton-site information on benefits and challengesghich farmers are facing with the EU

CAP. Accommodation and a cultural program in I8adrState wererganized¥ 2t €t 2 g A y 3
recommendations.

For the expert roundtable, Mr. Hoyos arranged a meetiogm at the German Agricultural Society

a NJp

(DLG). Dr. Hagel invited the experts and defined the discussion framework in close communication
with Mr. Hoyos. As senior expert, Dr. Guth moderated the round table discussion.

Considering the logistics, Dr. HageldaDr. Guth identified hotels and restaurants nearby visited
institutions. In Saarland, restaurants were recommended and reserved by Mr. Grof3 in accordance
with Dr. Hagel. Visited farms were selected by a) suitability concerning the purpose of the siudy to
and b) suitable location. The bus and hotels were reserved and paid by GIZ ID. Dr. Guth and Dr. Hagel
were responsible for the reservation of restaurants. Dr. Hagel was in charge of all payments of

restaurant and the cultural program in Germany, cooat@d by GIZ ID. Due to the limited time of

the visit, the main challenge was to find appropriate, authentic, and economical accommodations
and restaurants, which did not require additional logistical efforts. All details, such as 24h reception,
hospitality, distances, and also the driving and resting time of the driver had to be considered.

6. Issues chosen and study tour programme

The issues selected for the guests were the following:

Sunday Visit of the Kinderdijk, UNESCO World Heritage sitelayisyy the development of

18-16: Dutch polder water management during the centuries

Monday The flower and plants auction at Aalsmeer, followed by visiting two highly

19-6: innovative greenhouse farms, one of pot plans production (roses) and one on
vegetable production (sweet pepper). These visits were followed again by a vis
the LTO,the DutchY SNE Q 2 NHI YA &l GA2Y Ay | Ny
route to be taken to Bonn
Germany- the next destination of the group.

Tuesday BMEL, Bonn, firdtand information on history, actual structure, and terms and

20-6: conditions of CAP

Wednesay | Visit of MoOE, Saarbriicken, to retrieve detailed information on the implementati

21-6: of CAP on the administrative level. In addition, open discussion with one
NBLINBASY (Gl GAGS 2F GKS | IANRKOdz  dzNJT ¢
afternoon, cultiral program by visiting the UNESCO World Heritage Volklingen
I[ronworks.

Thursday Farm visits in Saarland state to a) get an idea on thsiteneffects of CAP (e.g. far

22-6: income, incentives considering agricultural production or investments), b) to leg

8
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Y2NB | 62dzi FFENYSNRAQ 2LIAYyA2Yya 2y &dz
typica farm types in smaktructured Saarland.

Friday Round table at DLG in Frankfurt with experts from associations, science, policy

236: the business sector to discuss possibilities of stakeholder influence on political
decision making. In thafternoon visit of Raiffeisen Warefentrale RWZ,
Friedberg, a purchasing and marketing cooperative for farmers to illustrate the
actual role of cooperatives in Germany for general agricultural production.

Saturday Cultural program, including wirtesting, and departure.

24-6:

As mentioned above, the delegation wanted to get a comprehensive overview on CAP. Therefore,
they aimed at getting in touch with authentic actors and decision makers including institutions, farms,

and further relevant stakeholderto receive first hand impressions. The following topics were

identified:

a) The political reasoning and historic evolution of agricultural support policy
b) Policy framework, such as legal basis, institutions and budget provisions

c) Conformitywith WTOrulessiic I & & o6f dz§SX | YO SNJ I yR 3ANBSY

d) Implementation and administration: rules, procedures and problems

e) Effects of support policy on production, farm management and farm income;
overview on farm income, costs and profits.

f) Monitoring, supervision andanctions

g) Exante and expost evaluation

h) Trends, challenges and future development of CAP

i) Views of research institutions and agricultural associations

j) Critical voices of civil society concerning agricultural support policy

02E¢

To address these topics, the delegates were interested to meet experts at institutions at national and
state level, family farms and farm enterprises, agricultural associations, civil society actors, research
institutions, and service providers.

In the NL.an agricultural organization like the LTO was visited to obtain insight in its organization, its

functioning and its role in national and regional decismaking. In addition, the delegation was
interested in support mechanisms to agriculture in NL hsas Direct Payments and other national
forms of subsidy provision. It was understood that there is room for improvement of the effectivity

of subsidy provision in the PRC.

In Germany, BMEL and MoE represented institutions at national and state levekashdoE also
AyOf dzRSR f26SNJ [ dziK2NAGASA RdzS G2 GKS avlrtft

aaA

association, farm visits, and the round table completed the selection of experts. The detailed
program for the study tour is in Annex 1.

7. Visits and meetings during the study tour

7.1.Kinderdijk, Sunday, 18 June

On Sunday, 18 June, in an educational/ touristic trip, the windmill complex Kinderdijk in the

Alblasserwaard was visited, approx. 25 sewist of Rotterdam, a UNESCO World Heritage Site

since 1997. The location Elshout in Kinderdijk is the lowest location in the Alblasserwaard (a polder of

now about 24.000 ha). From about the yeaB30 until today, Elshout has been the drainage outlet
location of the polder. The drainage requirements havereased continually since the start of the
reclamation of the polder in about.100, due to the lowering ground levels and the increased river

levels.



The layout of the dewatering system seems complex, but is logical when one considers the
subsequent deelopments and the increasing drainage requirements matched by simultaneous
increasing technical possibilities. Topics touched were a.o. (in general terms)

- The methods of land parcellation during the reclamation,

- The problems and risks of dewateringpafat soils,

- The development of polder dewatering techniques through the centuries,

- The use of dykes, sluices and windmills in a drainage system (one windmill was visited),

- The use of pumping stations, first stegrawered and later diesel and eledal powered,
and the democratic governance of the polders and other areas threatened by sea or rivers by
already sophisticated Water Boards.

7.2.Visits and meetings on Monday, 19 June

The visits to the flower and plants auction in Aalsmeer and the vsitse two greenhouse farms
were guided by Mr. Niek Botden, member of the Cooperative of HollandDoor. He is specialist in
these fields.

7.2.1.Flower and potplant auction Aalsmeer

The visit to theFlora HollandAuctionwas spectacular. It is by far the d¢gst such auction house in

the world, with its annual turnover of more than 4.6 billion Euros a year. As a fact, 50% of the world
trade of flowers runs through the Netherlands. Its management is amazing and extremely organized
and punctual. It must be, baase fresh flowers are a commaodity that permits no delays. Flowers
delivered at the auction are on their way again around noon. Almost 3.000take&f§care of quick

and precise handling of 11.000 trollies per day from 50.000 saasactionghat happen in 2 hours

every morning. The auction gets supplies from over 50 countries (from 2500 suppliers) whereas 90%
of the flowers are exported again to 120 countries through more than 1500 buyers and traders. Since
flowers are a high value product, transpoiitai costs only account of 1 % of total costs.

Fascinating was watching the auction clocks and the traders sitting behind their computers, reacting
in terms of seconds. These days many traders participate not from the premises, but from home or
office behind their computers. The welnown images of the many traders watching the clock may
well disappear in the near future, and all trading will be done online.

It was obvious that the Chinese officials were quite interested, as was illustrated by their many
guestions. E.g. there is no supplier of flowers from China at this moment, since the Chinese domestic
market for flowers is huge enough; the transport costs would in that case be too high. Instead, China
is even a big importer of flowers organised througiddiemen.

Interesting to mention is that the Auction helped to agi the exact facilities (but smaller in size) in
Kunming, China.

Other aspects covered:

- The auction is organised as a cooperative, thus-prafit oriented. The farmers pay a fixed
commission rate and extra services as a percentage of supply are invoiced directly. Farmers
receive a sure average auctions price for their products weekly. A sophisticated financial
system supports the transactions. The auction has direct access toW&E Q o y {1 | 00z

- ¢KS O22LISNI A0S R2SayQi NBOSAGS Fyeé RANBOG &«
indirectly through setting import treaties and following the customs regulations.

- All flowers are certified according to the Global GAP indé&is ® rewarded by buyers
through higher prices.

10



7.2.2.HPD Potplanten, part of Vireo pt-roses

In this greenhouse firm roses are cultivated for (mostly) the international market. Althougplguat

cultivation is still a labour intensive activity, it became clear that automation and digitalisation is
significant. Robots have been introduced for thecess of taking of cuttings of pareplants to

realize vegetative propagation. As compared to taking cuttings and planting by hand (which is still

done as well for certain varieties) the working efficiency is increased amazingly. The cultivation
processh & O2yliAydzZ tfte AyalLlSOGSR o0& OFYSNIra Ay 2NRSN
laboratory tests the properties of quality, colour and durability and develops innovations.

The production capacity is kept at 90% all year round, since cuttingriabis always needed, but
there are only a few main sales peeks for roses. To fill the requirements of labour, Dutch but
particularly foreign people are employed, many of whom return the next year again during the main
sales season.

Chinese interest: Th& F N¥ Ay 3 dzy RSNJ INBSyK2dzaSa R2SayQi NBOS
investment for GH production can reach-80 EUR per square meter, which requires optimal
utilization of space (e.g. 2 level productions). Direct marking channels are preferredh@ray are

even buyers in Iran and Irak), only minimum quantities are sold through auction houses.

7.2.3.Duijnisveld z pepper plant

This firm cultivates sweet pepper paprika¢ for the NL and international market. With 9 ha of
greenhouse it is a largeompany, and with a forthcoming merge, it will even double its assets.
Production is innovative. The production circle is focused on maximuoseaeof inputs and on
biological combat of pests and diseases. Transportation is highly automated, making use of
automatically guided vehicles.

The plants do not root in soil but in packs of fibre, produced from stone. Water is supplied by a trickle
system and drainage water is recycled. The production is in fact biological, be it that plants are not
rooting in soil which is an EU requirement for biological production. A higher level of CO2 pushed
into the GHs and derived from an electric production plant (4000 surrounding households are
delivered with electricity) promotes further plant growth. The growth and harygocesses can be
followed in detail.

Number of employees is varying between 12 and 25, depending on the season. Seasonal labour is
also here mostly Polish, but also other nationalities are employed.

Chinese interest: The marketing of pepper is outsodrt® a cooperative. Apart from the standard
insurances (against hail etc.) the company is also insured against software hacking, since there whole
production cycle is automatized and depends on computers. There are no direct payments to the GH,
but supportcan be obtained if a specific investment is made into e.g. an energy saving equipment or
if the investment improves labour conditions. These are second pillar CAP measure-famahced

only.

7.2.4.LTO and Agriterra

In the afternoon, a visit was pai@ tArnhem. The group was welcomed by Mr. Klaas Johan Osinga

(LTO), Mrs. Gabriela Versteeg and Mr. Niek Thijssen (both Agriterra). Mr. Osinga presented the
significance and functioning of the LTO (Agriculture and Horticulture organization) in the Netherlands

[¢h A& I t200@& 2NBIFIYATFGA2Y O06AGK Iy 2FFAOS Ay
agricultural interests. LTO is an association, and membership is voluntary for farmers. The
YSYOSNEKALI FSS Aa &aa 3y A Fsla@iof¢ssianal expedsizidedactible fomn n 6 K
Dutch taxes). About 60% of Dutch farmers are members of LTO. The NL agribusiness sector employs
660.000 people with 50.000 persons in farming. The average farm size is 35 ha. The NL receives 700
Mio EUR in directgyments.
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The CAP (the EU Common Agricultural Policy) arrangements were touched as well, but lightly, since
this issue would receive ample attention in Germany. Still, government subsidies available in the
Netherlands were discussed. These comprise mastlystments subsidies, usually in the form of co
financing (that is, granting subsidy is dependent on investment by the farmer himself). The EU Direct
Payment arrangements are applied, but play a less significant role in high intensive production.
Bureaucatic hurdles were mentioned, but it did not really become clear which exactly the
constraining factors are.

Currently LTO pushes discussions of the next CAP phase beyond 2020. Farmers in the future are more
exposed to liberalisation and increased competitimoving away from support policies. This means

I ySSR F2NJ aGdNRy3a F20dza 2y Ayy20FiA2y NBASI NDK®
supporting innovation groups of farmers.

Making acquaintance with Agriterra was interesting. Agriterranigi@anization that was founded by

the joint Dutch agrbusiness oriented cooperatives with the purpose to fight poverty overseas
through cooperatives development. Their services include advice, training (on operational and
financial management) and exchgm of experts. Agriterraunsurprisingly a cooperative itseffhas

LTO is one of its members. The presentation given will be sent later to the participants.

Since 2011 Agriterras services are requested in China. Provincial government authorities in China
select a Chinese partner cooperative and fully fund Agriterras project services (e.g. staff out of
Agriterras so called Agripool of cooperative experts in NL).

Chinese interest: What is the legal status of cooperatives in NL, do the members hold shaes?
FNBE FINXY¥SNRa 206ftA3FdA2ya (26F NRa GKS O022LISNI GAGS

7.3.BMEL, Tuesday, 20 June

The program at BMEL was moderated by Mr. Huckert from BMEL together
with Dr. Guth. All presentations held that day are available in pdf format.

After welcome notes from Mr. Friedrich Wacker, Deputy Director General,
International Cooperation, World Nutrition of BMEL, and Mr. Zhang
Changbao, Deputy Director General, Department of Sectoral Policy and Law,
MoA, the presentations according to the pragh were held.

aNXpP 21 O1SNJ dzyRSNI AYSR DSNXI yeéhlased aidl yRL
trading system of agricultural products (since the Uruguay round in the 90s),

H. Huckert the need to lower tariffs, and the need for the least possible interventions
into markets (decoupled suppt), hence to give farmers the freedom to
decide on their own production system. This point of view of market liberalisation is reflected in
Germanys export figures (third largest agxiporter worldwide, but also third largest agmporter).
China is aimportant strategic partner of Germany, especially during the next WTO negotiations.

Mr. Zhang Changbao underlined the interest ikd@pth understanding of the political instruments of
CAP. A special focus was on the flexibility and regional adaptadilinarket conform agricultural
policies.

7.3.1.Historical Background of the CAR Dr. D. Guth
Presentation:13. Historie Gap.pdf

CAP has its background in the pdgWIl famine and primarily aimed at ensuring food security after

US had financed food aid Europe until 1952. The foundation of the European Economic Community
(EEC) also aimed at stronger control of Germany by the neighbouring states. First policy instruments
(price support by intervention prices, skimming off, and export subsidies) in icatidn with
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increased productivity lead to an overproduction of agricultural commodities. To ensure world
market access after agricultural support policy became subject to WTO regulations, the actual CAP
consisting of two pillars was established stgjse

b2¢l RIFred GKSNBE FINBE (62 AGLATEINRE 2F adzchdNIY MO
first pillar, and 2) the European Agricultural Fund for Rural Development (EAFRD) represents the
second pillar of the CAP.

7.3.2.Financing of the CAR Mr. D. Goertz

Presentation: 14. Mehrjahriger Finanzplan.pdf
14. Finanzierung GAP.pdf

f t NBaSyidlrdAzy 2F (GKS dadz dmugdz & F F £ F1
o Basis for financing the CAP, Germany is a net payer to the EU
budget (21%, 1 EUR paid: 50 Cents return).
o Due to 28 EU member states (MS) allocation of funds are agreed
for several years (currently for 7 years)
o Due to the financial crisis and finalization of EU enlargement there
is a reduced budget compared to periods before
C Highly relevant to unerline the importance of CAP an” D. Goertz
investments in infrastructure in the overall EU budget.
Introduction on EU expenses for CAP
Definition of 2 pillars of CAP and financial weighting between both pillars
o Prof. Wang asked: who defines the maximum transfers between both pillars?
0 The maximum permitted transfer is decided by the EU chiefs. The transfer by country

Ad RSOARSR o0& (GKS NBaLISOUAQGS O2dzyiNBQa S

to RD.

f Quartification of the f' pillar of the CAP budget and its allocation by country (reflects
agricultural area of the respective country)

9 Differentiation of specific characteristics by country (transfer between pillars and distribution
of funds)

f Dueto28membd) aidl GSa oa{0 GH6AGK &ALISOATAO NBIAZ2YL
framework is also decided at EU level opear basis. There are several instruments to adapt
to regional requirements (transfer between pillars, max. share of coupled paymentsnagi
programs of the EAFRD)

o Prof. Wang: Which areas of funding does Germany prioritize for the next budget

negotiation?

C Goertz: There are no negotiation options on the CAP design right now as the actual
budget is agreed on until 2020, but a midterm review to ease regulations of the EU
commission is on its way. Germany is interested in market orientation, especially
further decoupling support.

Guth: In Germany all direct payments are decoupled, increased importance of rural
development, increasing productivity, and environmental measures (protection of
water and soil), but also adopting DP to high price levels.

Prof. WangWhich other topics may be relevant for the overall EU budget?

Goertz: Maximum 1% of national GDP should be transferred to EU. Every member
state and ministry has its own requirements. In general, migration, border control,
and terrorism may be important $sies during the next negotiations. An EU budget
priority shift will affect CAP, facing lower funds in the future. Decisions on EU policies
will be made by the heads of governments and the memberstates.

=a =

)
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7.3.3.Processes of political decision making Mr. R. Burbach

Presentation:16. Process of Political Decision Making.pdf
\ 1 Responsibilities at EU and national level
a) Agricultural market policy frameworttecided at EU level (pillar :

DP), only limited options to adapt on national level; implemen
at national and state leve] 100% EU financed

b) Agricultural structural policypillar 2, RD), EU sets the framewc

N % through catalogues of options; MS can select from these opt
R. Burbach and implement them at national and state level;-fiwncing of
beneficiary, EU and MS

c) Agricultural social policynder national/state responsibility, mEU
YIYyRIFEGS ofFNASad akKkNB Ay .ce
100% nationally financed

German position decided at national level (BMEL) to negotiate at EU level, so that federal state
interests are considered in the German position towards Eldyoli

1 the German Agricultural Law from 1955 isidjng the German position during EU negotiation
1 85% of all agriculture related regulations are governed at EU level; BMEL main mandate is to
implement and monitor
Several German institutions represent Gernigterests in Brussels
EU legislation follows a complex system of qualified majority (more than 55% of member
states representing more than 65% EU population)
0 Hoyos: How are interests of consumer and farmers considered?
C Guth and Burbach: Both are highijwerse groups, but BMEL tries to conclude all
opinions into one German position. However, this position must provide the
potential to convince the majority of EU member states.

1
1

7.3.4.Conformity with WTO rulesz Dr. E. O. von Ledebur
Presentation: 16. Cdiermity with WTO rules.pdf

T 5STAYAOGA2Y 2F 2¢hQ& | YOSNE o0fdzS:Z IyR 3INBSY o
1995
1 EU member states first have to agree within the EU, and then the EU commission will
negotiate with WTO with a single common standpoint
1 Nowadays, after a lonterm process of over >20 years with several reforms, CAP conforms
with WTO regulations
1 Several examples illustrate the process, e.g. wheat prices
0 After the precise definition, there were still confusions between green and blue box.
Mr. Guth underlined during the discussion that coupled direct payments are blue box
policies, because they favour specific crops (coupling) and therewith also lead to
market distortions. For that reason, EU favours decoupled direct payments as
income supparfor farmers (green box).

7.3.5.Direct paymentsz Dr. A. Mueller

Presentation: 17. Direct Payments.pdf

1 Types and problems of subsidies were presented (e.g. price support by intervention until
1992, coupled DP and decoupled DP)

f Detailed information on 1 pillar of CAP was given (focus on The Direct Payment System in
Germany since 2015)
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Implementation of the direct payments system at national level in 2005
The actual direct payment system was introduced in 2015
Several additional requirements for farmefs.g. cross compliance,
greening)
1 Bonuses for young farmers (<40 years) and small farms (additional
payments for first 46 ha)
o Hoyos: How many farmers do not apply for direct payments
(due to bureaucratic reasons)?

C Almost no one, becaus®P represent a high share of farm

Dr. A. Mueller income (approx. 5400%) and the cost for application and documentation still
underweights the benefits for the farmer.
o Mr. Li Hongtao: Is the bureaucratic effort (especially administration costs) not too

high, especiallwhen greening from 2015 further increases bureaucracy?
It is high, but still pays off (only looking at farmers, not including admin costs). Also
FdziK2NAGASE FyR LRftAGAOIET RSOA&AA2Y YI 1 SNA
justify DP including e.g.ngironmental requirements; operability at farm level is
taken into account as well.
Several questions on the definitions (who defined 46 ha for redistributive payment,
K2 RSTAYSR (KS avYlrftf FFINY¥YSNEQ aOKSYSakKo
5SOARSR 2y 9! f S@S inTourkrigswith sdleddistruttireé NBf S
to reduce bureaucracy (e.g. Rumania)
Comment: Direct payments require clear registration of entitled areas. According to
a conversation between Li Erchao and Dietrich Guth there is a land register in China,
so the lasic prerequisite in China exists.

=a =4 =4

)
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7.3.6.Monitoring mechanismsz Mr. H. Geldermann

Presentation: 18. Control with Remote Sensing.pdf

1 Only farms with entitlements can apply for direct payments
1 Every application has to be done online and will be cheekeédmatically with a
3S23INILKAO AYF2NNIGAZ2Y mlﬁbge{ReferehMThBOKBS/
arable land, permanent grassland and specialized crop areas)
This system is updated every 3 years and every error has to be corrected.
Sanctions are applicable, if farmers apply for areas they are not allowed to kthe
application tool will automatically indicate those cases to warn the farmemireldermann
advance)
1 In addition, there is ossite monitoring, which is necessary as areas vary (e.g. rego¥ old
roads) and to control crop rotation as part of Greening requirements
Sampling done by 25% random sampling and 75%bé&skd selected groups
Onsite monitoring in >80% of the cases done by remote sensing, 2684eo(e.g. under
Greening, sincpesticide use in legumes (considered for EFA) is forbidden)
1 EUwide trend towards remote sensing monitoring (Copernikus satellites provide data every
3-10 days)
C Prof. Wang: Costs of satellite images?
C Geldermann: No additional costs as satellites alreadste

=a =9

=a =9
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7.3.7.Cross Compliancg Mrs. R. LauterbackHemmann
Presentation: 19. Cross Compliance engl.pdf

! Detailed presentation of GAB (NelB) and GLOZ (No-7) (EN: Statutory
Management Requirements (SMRs) and Good Agricultural
EnvironmentalCondition (GAET)

1 Whether or not to receive DP, every farmer must follow regulations on
environment, public health, animal health, plant health, animal welfare
land maintenance. This system is known @soss ComplianceThe
regulations to follow are called SMRs. These are set down in EU legis
Directives and Regulations.

1 GAEC follow national standards, but are based on minimum standards according to €U law

flexibility for adjusting of each MS

Non-compliance to prduction standards lead to reduction of direct payments

At least 1% of recipients of direct payments have to be controlled every year, the standardize

control procedure was set by the BMEL and the States

1 Reduction of direct payments between 1%0%

C Mr. Zhao: How many farms do not comply?

LauterbachH.: Few, but most violations are related to registration of animal

LJZNDOKF aSa +FyR alftSa o0¢AGKAY 1 RbFEe&ea FFGaSNI

animal registration is higher at 3%

Li Erchao: Is there aimber for 20167

Guth: In Germany around-1.5%, in France-6% of DP funds are returned to EU

budget

Hoyos: Monitoring costs?

LauterbachH.: Depends on federal state, but necessary anyway for quality control

Li Erchao: Are there higher punishments (epgison) and is there a specific

agricultural judiciary?

LauterbachH.: Usually only financial punishment, as smmmpliance is nho major

crime. There is no separate agricultural judiciary in Germany.

R. Lauterbach-
Hemmann

1
T

O Ox¢ OO

O O )
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Chinese interest: What are additional financing and inesupport options (e.g. insurance subsidy,
pension support etc.) for farmers in Germany (on top of the CAP scheme), how are subsidy cuts
justified to the farmers, considering the farmers group as a voter with political influence (in China
there are still DO Mio farmers)?

7.4.MoE Saarbruecken, Wednesday, 21 June

Welcome note of state secretary Roland Kramer

7.4.1.Welcome note and introduction of agricultural structure and statespecific
aspects of Saarland, Dr. A. Ludes

Presentation: 22. Agriculturen Saarland_engl.pdf

1 Presentation of speakers and departments of MoE
1 Profile of natural framework conditions and their impacts on agricult
production in Saarland (small scale production, rather poor soils;mMedium

yields, high sharef leased lang, official status as disadvantaged areas) -
Dr. A. Ludes
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7.4.2.European Agricultural Fund for Rural Development (EAFRD) 2012020
and its implementation in Saarlandz Mr. T. Gross

Presentation: 23. EAFRD 202820 _german.pdf

1 Demonstration of available EU funds in Saarland 228020
0 9Cw9Y wmMno aiz2 € |yR 9{!la HHi2O0Al f
o /!'tY wmnn aA2 € RANBOO LI eyvYSyihz:
(ELER) (details on pdf slide 20)
o Several funds available for rudévelopment!

1 Framework conditions of EAFRD are the same in all EU countries, with 6 priorities. Each
member state (and in Germany every federal state) can develop own programs within the
overall framework

1 Administrative effort is nearly the same in evefgderal state, so Saarland has a
disadvantage due to its small size

1 EAFRD is always -financed by the respective member state. In Germany, federal
government and state governments are contributing

1 CoFAYlIYyOAy@Ye MmDEW®'! ¢S DSNXIYy O2y{iNAROdziAZ2Yy Aa
federal government and federal state, depending on the program

0 Guth: Why does Saarland not combine EAFRD administration with other federal
states?
o Grof3: Until now all efforts to join foes failed, but in the future this would make
sense

Guth: Costs of administration?

0 Grol3: Severe imbalance in Saarland with around 30% administrative costs, which are

not covered through the funds

Li Hongtao: Do farmers receive EAFRD funds yearly?

o Grol3: Yedhut they agree to comply with regulations for 5 years

o

o

7.4.3.Agricultural support in Saarlandz Mr. H. Kohl

Presentation: 24Agricultural support in Saarland_german.pdf

1 Presentation of the application procedure
9 Until 2018, all applications for subsidi have to be submitted digitally, only on|
cover page needs original signature
1 Indicated areas for payments are being controlled automatically by geograi
information system (GIS$Y monitoring but also support for farmers for corre
application
1 > 5% of the applications have to be controlledsite (due to overlaps with Cros$, onl
compliance controls around 7% in Saarland), there is a high control rate in animal
registration and fertilizer balance sheets (nitrate problem)
1 Remote sensing solutiercan distinguish between different crop types
0 Accuracy of GPS for @ite monitoring 1820 cm
o Discussion about the sense of defined permanent pasture after 5 years (Note: if an
area of farmland has been used as pasture or not been ploughed/furroweddos
than 5 years, it will change its status to permanent pasture and cannot be used for
crop production any more)
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7.4.4.Agrarian investments and diversification (main funding priorities,
practical examples)z Mr. R. Fassbender

Presentation: 2526. Agarian investments and training_german.pdf

1 One (out of 4 measures) of EAFRD in Saarland is the support for ac
investments

1 AFP (investment promotion) and FID (investment for diversificatiol
income) with strict eligibility criteria (e.g. farm sizecome, private
equity)

1 Aims at supporting family farms considering consumer protection
animal welfare

T 'L d2 nrr 2F Ly AyoSadySyidz o6dzi YFED® wnddnnn
9 Practical examples on supported investments in Saarland
0 There wasa detailed discussion about misuse of this funding opportunity. To avoid
misuse there is a dataset of reference costs of investments. In addition, farmers have
to finance the investment in advance by themselves and are reimbursed later. There
is also no peferred funding of specific brands or companies so farmers can decide by
themselves what to purchase/construct

R. Fassbender

Training and extension in Saarland
9 This part was skipped to follow the timetable, information on slides available (same pdf)

745! COEAOI OOOAIT 0OOPDPT OO0 Pi 1l EAgMr.ROEA OEAx
Schreiner
Presentation: 27. AGP in the view of tAel NJY&SdddEiaton.pdf

1 Richard Schreiner is active farmer (280 ha, 180 dairy cows), memk
{FFNIFYRQ& 7Tl N Saditient oflthe Agicdifulal(Chagnly
of Saarland

9 His personal opinion on direct paymemecessary as income support
farmers; at the same time, it is a subsidy for cheap food

1 A bonus payment for disadvantaged areas is important

R. Schreiner
1 Subsidies for diversified income sources and investments useful, although the condition to be

a profitable farm is often difficult due to price volatility
9 Criticized bureaucracy due to Greening and definitions of permanent pasture after 5 years
1 Paymentdor farms remaining in organic production are not necessary, due to anyway higher
market prices
1 CAP is also an instrument to politically lead agricultural production in a certain direction
(which is influenced by several stakeholder groups)
0 Mr. Zhao: Doesi (G KS 02ydza F2NJ 2NHIFYAO FIFNYAyS3
costs?
0 Schreiner: No, the market compensates lower yields in organic farming already due
to higher producer prices
0 Mr. Zhao: Is it possible that farmers do not apply for all potential sigssid
0 Schreiner: Yes, this happens quite often.

In the bus, the group discussed about side effects of different subsidiesGuth explained that, for
instance, storage in low price periods also favored storekeepers, or decoupled direct payments favor
rent seeking behavior of landowners. Until now, there is no 100% perfect system.

As for farmers, they favor the easiest amast effortless way of receiving support (the best without
any additional requirements). Saarland wants to increase the organic farming area from 16% to 25%
18



in the next years. Thus nawrganic farmers in Saarland fear a redistribution of funds and thag the
might get paid less in the future.

7.5.Visits and meeting on Thursday, 22 June

All visited farmers presented their farms with enthusiasm. Despite difficulties (e.g. low producer
prices in the recent years and low precipitation in 2017) farmers descrdggttulture as an
attractive job. According to them, direct payments play an important role for income security,
especially to cover at least the production costs in phases of low producer prices (e.g. milk price crisis
in 2015/2016). Solely one farmerubemployed) was convinced of free markets and was against all
kinds of subsidies. All farmers complained about the large and even increasing bureaucratic
requirements.

The delegation was very interested in the exact amounts of subsidies the farmeredeaded, their

share of total farm income, and the bureaucratic efforts to receive subsidies. Also questions
concerning several insurances occurred frequently. Farm profiles of the visited farms are shown in
Annex 5.

7.5.1.Kastanienhof (mixed production gystem) o=

The delegation showed particular interest in the farm transfer mechanism to the pg
generation (no subsidies received for that), and prices for veterinary service§
particular interest was on the modern cowshed and the milking robot.

75.2.Bochd OAEA ' OOOOAOxAI OO1T ¢ § AOAAT A EAOQI
Mr. Otten is against all kind of subsidies, but also considered that this would resul
faster structural change of the farming sector in Europe. In particular, the delegation
interestad in residue management. The farm plants without tillage, and straw

stubbles remain on the field to increase the soil organic matter. Due to less drivin
the field and good timing of the measures, there are no problems with soil compactig

The farm uses chicken manure on some crop fields thus they saving mineral fert ;
The nearby egg production plant provides the manure free of charge, as it needs, mtame Kastamenhof
respective areas to get the permission for their poultry farmihgvas underlined, that

every livestock farm needs a certain area to distribute the accruing manure.

7.5.3.Pehlingerhof (organic farming)

Specific interests were about marketing of own produced meat and if a specific qualification is
necessary for orgaaifarming. Mr. Adam sells approx. 50% of his meat in his farm shop and
restaurant, and 50% to butchers. At the moment, the market situation is difficult due to nutrition
trends towards less meat consumption. Although support for income diversificationfRt3)
would have been possible, Mr. Adam did not apply for it as he was too busy.

7.5.4.Marienhof (organic farming)

Mr. Zenner runs a highly diversified organic farm. Besides a lomgogigrotation system on 235 ha

of arable farm and grassland, heltie breeding piglets, 100 milking cows, does beef growing, runs a
direct marketing shop with bakery and butchery and engages in community landscape maintenance.
The crop yield levels are half the amount compared to conventional farming and lower nutrition
densities of feed amount to a milking cow performance @00 kg /year. The farm follows the EU
minimum EU organic requirements and the higher requirements of Naturland. It receives an organic
farming support payment of 178 EUR/ha on top of the DP scheh250 EUR/ha. Although Mr.
Zenner can achieve higher market price for his organic products, he stressed the importance of these
additional payments to stay in business. The certification fee per year is arour@0BOBUR. The
delegation was impressed abbthe variety of tasks and the knowledge an organic farmer has to
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acquire. Mr. Zenner stated that he would wish for the agricultural chamber of Saarland to offer more
technical courses for organic farmers.

7.6.Visits and meetings on Friday, 23 June

7.6.1.DLG HQ round table discussion

The round table started with a short welcome of the host, Mr. Schaffner (DLG) and Mr. Zhao. The
RStS3IFdA2yQa YIAY AyGSNBad Ay GKS RA&aOdzaairzy ¢
developments of the CAP. Due to tbemprehensive program and excellent moderation of Dr. Guth,

the round table resulted in a lively and qualified discussion. Contact details of the experts can be

found in Annex 2. For a better readability of the report, we clustered the contents of thaesdist

by institution/expert.

Mr. Schaffner (DLGated that DLG represents approx. 10% of German farmers (27,000 members).

5] DQ&a YIAyYy GFal A& G2 GNIya¥FSNI NBOSyid GSOKyAOl ¢t
technical progress in agriculturptoduction. DLG also aims at introducing professional information

into the political (and often emotional) discussion about agricultural policy. Prof. Wang asked several
jdzSaiAz2ya 2y 5[ DQa 2NBHIYyAT GA2y S Adests.t ST F2NYI

DLG members are rather organized as agricultural enterprise thantipat farmers but all

information prepared by DLG is freely available for all farmers. DLG aims at farm optimization and
provides services such as fares and technical trainin@.iBhalso represented in Berlin to connect to

political decision makers. DLG is a fpyofit organization but includes some affiliated companies to

finance DLG. There is also a DLG office in Beijing to implement exhibitions and=zBiram trainee

progray ® ¢ KS 2FFAOAIT a@2A0S¢ 2F FINNYSNBR Aa GKS Tl
dzy RSNJ G KS dzyoNBftlr 2F (KS FSRSNIf TFTIFENYSNEQ | 4342
European level.

Mr. Zhao asked how DLG evaluatesthe t Q& RS @St 2LIYSyd FyR Ad& ¥Fdzi dzNE

Mr. Schaffner: DLG is interested in continuous policies to ensure investment reliability. The
integration of agricultural production to the market as well as the overall development of CAP is
evaluated positively. An imptant issue is the increasing bureaucratic requirements, which are
expected to further increase in the fields of environmental and animal welfare standards. Different
programs and requirements on federal state level are disadvantageous. For the futurexpads
reduced direct payments due to EU budget development (Brexit and new topics such as refugees,
border control etc.) and also increasing environmental and animal welfare requirements. Dr. Guth
added that minimum standards are defined at EU level, im&mber states can define higher
standards. Based on an example of production shifts of veal fattening from Germany to the
Netherlands, where animal welfare standards were lower in the 1980s, he also stressed the
importance of equal standards at EU level.

Mrs. Gumpert and Mr. Oeding (OAMNB &8 SY G SR GKS AyGSNBaida 2F (GKS I :
main objectives is to develop and use synergies based on Chinese and German experiences. OAV is
particularly interested in increased useful lifetime of agitieral machinery in China. At the moment,

there are too many incentives to purchase new machinery so there is no reason for maintenance.
Especially for complex modern agricultural technology, a certain level of political predictability is
required as bignvestments, especially in the agricultural sector, need {@mmm perspective.

Mr. Zhao: Do subsidies weaken the competitiveness of the agricultural sector? Who profits from
Chinese subsidies for agricultural machinery? How should optimal subsidiesifpeedi®s

Farmers should be economically independent to afford the necessary equipment by themselves.
Subsidies are only one of several instruments of agricultural policies, besides setting production
standards and regulations (alignment of standards) fotaimse. The purpose of each subsidy has to

be considered individually to define, who will and is allowed to benefit.
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In general, a mix of support is recommendable: Financing (e.g. credit access), insurances, agricultural
extension, and subsidies are foumportant pillars of agricultural support. To promote mechanization,
supporting of affordability (increase user range) should be preferred to pure purchase subsidies.
Purchase or direct machinery subsidies often lead to rent seeking behavior and shortel use
lifetime of the supported investment.

Mrs. Salamon, Thinen Institute (Thorks on model based policy impact assessment with market
and regional models. A baseline scenario for the models is developed and adapted every two years.
Analyzed scenarios élude e.g. Brexit or several agricultural policies. The main objective is a
scientifically based ex ante evaluation to support political decision makers.

Mr. Zhao: Which consequences of Brexit do you assume, especially for Germany? Is the actual CAP
sustanable? What would happen, if CAP was canceled? Some farmers disagreed on the importance
of subsidies. Which opinion is correct? US support agricultural insurances, why does EU not do it and
will it gain importance?

Negotiations about Brexit have not stadeg/et. One certain economic impact is the reallocation of
companies but trade agreements etc. still have to be agreed on. It may be more difficult for the EU to
export agricultural products to UK (which is a net food importer). If so, Ireland would beteaffe

most. The new EU budget will be definitely affected. Germany may have to contribute more but at
the same time the EU budget may be reduced as the UK is a net contributor. Also new topics will
arise (terrorism, migration, and border control). Considgrinsurances, EU has a better established
social system. The US prefers to support the individual decision of the farmers, whereas EU policies
rather aim at the community. In Germany, insurances are partially relevant (e.g. in case of animal
diseases or drticulture).

The delegation showed particular interests in other support policy instruments apart from DP,
especially insurances packages (risk management and mitigation, disaster insurance etc.). The
national social pension scheme in Germany as wellhaseixistence of the Landwirtschaftliche
Rentenbank (with preferential interest rates) was mentioned in this sense.

7.6.2.Raiffeisen WarenZentrale e.G. (RWZ2)

RWZ is a purchasing and marketing cooperative and operates in the central western part of Yserman
Farmers and noffarmers can be clients, but only active farmers can become shareholders.
Shareholders receive a dividend 6B% per annum and get one vote per share. There was a lively
discussion about the legal form, the cooperative idea, and theis®henefits for shareholders. It

gl a 02y Of dzZRSR GKF{d GKS O22LISNI GAGBS ARSI 30 af A=
provide full service for farmers in purchase and marketingtill persist. Also farmers have the

possibility to sellor buy elsewhere, so the relation is less tight than in the past. Espemally big

F ANRA Odzf GdzNF £ Sy GdSNIINR&S&a R2 y20 ySSR (KS 022LISN
the main objective is to serve the closed circle of shareholders andfémosers. This is the main

difference to a normal stock market listed company, which focusses on profit maximization.

8. Review of study tour
Aspects of logistics and general organisation
Review part the Netherlands: A few remarks might be made.

- The MoAdelegation was a most pleasant group to show around. Well informed, very
interested, keen on details, not hesitating to ask questions and last, but certainly not least,
pleasant companions.

- Special appreciation for the interpreter Ms. Liu Xiangzhou. Athauost guests seemed to
be able to understand English well, the interpretation was necessary and she did this difficult
task quite competently.
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- The choice of subjects in the given timeframalso taking into accourthe inclusion of the
Sunday asrriva with its limited options; was adequate. The focus was on practical matters,
also bearing in mind that official discussions with authorities were already planned for
adequately in Germany

- The logistics were rather in order. The planned timeframe wasarably well adhered to.

Considering the part of the tour in Germany, we share the very impression about the delegation and
the translator. The same compliments account for the Chir@seman interpreter, Ms. Hoffmann

Wu, who was very well prepared andyhly qualified. Our impression was that we could address the
requested topics quite well and helped to establish a better understanding of CAP.

The group was very interested in the topics and very well prepared, shown by several detailed
guestions at ever single program poist The excellent questions of the delegates were also
explicitly mentioned by several experts and hosts during the study tour. The informative program
and the preparation meetings in Beijing may have contributed to this.

Time frame ad program were quite ambitious but reasonable. Although there were few delays, we
could roughly remain in the timeframe. Of course, the limited time only allowed a (still
comprehensive) overview.

The visited institutions, BMEL in Bonn (policy making Jensd MoE, Saarbriicken (implementation

level) were very well prepared and great hosts. Saarland State is characterized by short distances
between authorities and also between farms, so we could make the best of the given short time. The
importance of the &t SAF A2y Qa @GA&aAdG G2 a29 sFa |faz &akKz
Environment and Consumer Protection, Mr. Reinhold Jost, at lunch break on Wednesday, June 22

and the numerougompaniesof MoE staff and of Mr. Richard Schreiner, president of thecafjural

chamber, to the farm visits.

The cultural program seemed to be adequate considering the intensive program. It also added, by
definition, cultural aspects to the tour and was an important tebuilding measure. Especially the
wine testing at Weingt Fleischer was spectacular as Mr. Fleischer held a lively presentation on his
wine production and speaks Mandarin fluently, which was a successful surprise for the delegation.
Thus, his winery is strongly recommended for future visits of Chinese delegati

For future study tours, a longer time buffer, especially for meals and transfers should be planned,
and the resting time of the driver has to be taken into consideration.

9. Conclusions and recommendations
Conclusions

All three key activities of the APD could be successfully completed. High ranked referees and a large
number of participants at the final workshop underlined the relevance of the APD. An article
published recently in Farmers Daily further increased theipwsibility of the APD.

All presentations held at the final workshop August 17, 2017 in Beijimgnfirmed the impressions
gained during the preparation visit and the stuiyr that the current Chinese agricultural support
policy aims at productiorsupport by direct subsidies for nmistaple crops and does provide
incentives towards environmental standards. Actual policies were identified as quite costly with
producer prices exceeding the world prices in 2064by 13%.

High production costs, envirdhSy G f SELIX 2AGFGA2yY | yR RSOSt SNI
AYLISGdzae 0 6SNB YSYUA2ySR Fa GKNBS YIAY o0l NNRSN
recommended to increase sustainability by a) reducing the application of mineral fertilizer and
agrochenicals, b) promoting nutrient cycling (e.g. by coupling pork and corn production), c) setting

aside arable land in marginal areas, d) rotation of fallow land, €) water protection measures, and f)

22



reducing fishing activitieSAll presentation held at the final workshop agreed with this shift from
production support towards more sustainable production.

Recommendations

In general, it has to be underlined that CAP measures cannot be implementeolyame in China.

In addition,considerable measures have to be adapted to the overall political agenda. In accordance
to Chinese experts presenting at the final workshop and the five recommendations defined in the
MoA/FECC report on the study tour, which has been handed over to D@dgust 25, 2017, the
following recommendations should be accompanied by structural reforms, in particular reformation
of land use rights and farm sizes, as well as professionalization of farmers, in particular in terms of
good agricultural practice andrima management]( & LINR RdzOG A2y adzw adAR&é3X &2 LIS
Ggavyltt Fl N¥Bheldimidrides & baglkgroundband historical challenges between EU CAP
and Chinese agricultural support policy (e.g. food security, regional diversity, policyuieesit

from market distorting production support towards income support and compliance with
environmental standards) provides valuable experiences from which both sides may temefin

the future. Based on the findings of the stuthur and the final wrkshop, DCZan suggest the
consideration of the following political instruments:

a) Reduction of price policies

The overall budget of agricultural support policy and especially the expenses per policy instrument in

PRC could not yet be fulevealed HOwWdSNE h9/ 5 NBLR2NISR KAIK SO2y
agricultural support policy (OECD: Agricultural Policy Monitoring and Evaluation 2017). It should be
clarified whether an alignment and thus a reduction of single subsidies (e.g. for mechanization or
inputsor price policies) could serve to finance direct payments as an alternative.

Nevertheless, considering the overall EU budget for agricultural support policy it has to be mentioned,
that direct payments are only onef manyinstruments. They should be sufgmented with rural
development (EAFRD"dillar) and infrastructure investments.

b) Directpaymentsl(G o6 aA O AyO2YS &ddzoaAReéé¢ wiOY

Compared to price policies (amber or blue box policies), decoupled direct payments comply with

WTO regulations (green box).owWever, farm structure in China is small scale. If one considers
payments based on geographical area the efforts for creating a land reference system would be
tremendous. It was mentioned, that a land register exists in China. This could be the basic
prerequisite for the implementation of direct payments. Still, effects on the lease market have to be
seriousyO2 Y AA RSNBR (2 | @2AR NByYyG aSS{Ay3 o0& afl yRf2N
is still seen as life insurance for Chinese farmerthdrabsence of a reliable social pension scheme,

small scale farmers will not easily sell their properght of land.

c) Setting environmental standards @ SO2f 23A 0Kt LINRPUOGSOGA2Y ¢ wiOY

Considering severe environmental problems of agricultural productid?R€&, measures comparable

to a cross complianceystemseem hight recommendable. The separation ofop and livestock
production, promotion of mineral fertilizer and agrochemicals, and widely spread specialization on
single crops (monocultureggre main reasons for those problems. According to our knowledge, there
are no efficient regulatioildmplementation mechanisno protect water resources.

Zt N2ETO 5NDG{ BAFARY I KK Itkay/fl G | @NBYORZ (NI K B3 ORERRIYBH (8 RSt BB AL
{APSENNXYEFY ! ANKROdzA (G dzNI £ { dzLJLI2 NI t 2f A0&s ! dz3dzald MTI HAmMT O
(88 fazyYy a2!kC9//Y aCSIGdNBa FyR LYaLANIGAz2zya 2F DSNXIy 5
bSGKSNIFYRa YR DSNYINBRD gRYiKt Bd & BNI y AfAIdIEN2 i pEKH AMT ©
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In the Chinese small scale agriculture, a system as in the EU seems hardly redtaalbje.

controllade monitoring mechanisms such as remote sengmgjt be a first steplt could be clarified,

if the following suggestions for minimum requirements could be feasible:

crop rotation (e.g. with at least-2 different crops),

riparian strips to ensure minimuistances to water bodies,

prohibition of burning plant residues,

annulment of support for mineral fertilizer and agrochemicals (also for small farms),

promotion of manure use

annulation of subsidies for agricultural machinery as mainly medium sizedaegel farms

benefit (see also CAAS study),

1 determination of a recommended farm size, at which environmental and animal welfare
regulations appear viable.

= =4 =4 =4 -4 =4

However, the following challenges of EU CAP, which could be identified in cooperation with the
Chineg partners, have to be considered:

1 European agricultural production is characterized by larger farms and higher productivity as
the small scale Chinese agricultural production. Farm size and operability have to be
considered when implementing an income popt system such as direct payments.

9 Direct payments and the related environmental requirements are connected with complex
application and monitoring procedures.

1 Similar to EU CAP, exceptions for very small farms might be considered

1 Development and implem#ation of EU CAP took decades. Considering this historical
background, reforms of Chinese agricultural support policy should be followed in the long
term.

91 Due to its large population and limited arable land, China will adhere to the objective of food
secuity.

Specific areas of interest and potential follow up

The delegation showed great interest in the future development of the EU and therewith CAP. The
delegation was curious how Brexit and new arising topics such as refugees, border control, and
terrorism may affect the CAP after 2020. These questions indicate the interest on consistent
agricultural support policies in PRC.

The delegation was also highly interestedditails how the overall implementation of CAP works.

Several questions aimed at truay G A TA OF G A 2y (shafe of directOpayménts Bréfarin &

income, amount of subsidies received). In addition, theeaucratic efforts both at authority and

farm level, as well as implementability of policy instruments (e.g. cross compliance) westoged
AaSOSNIt GdAYSad . SaARSa GKS 0dzNBI dzoWdcedAddect ST F 2 NI
paymentswas questioned.

Particular of interest were other instrumentd supportbesides direct subsidies, suchagicultural
insurancesWithin this tgic, also a comparison between agricultural policies in the EU and USA was
mentioned.

During the visit in August, the question about the future development of the numesmad! farms

in China was raised. We think that structural change in Chinese rural areas need to be accompanied
by infrastructure development and education programs to enable the rural population to generate
on- and oftfarm income in the future (e.g. tourism, emite valueadding facilities such as food
processing, etc.).
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10. Annex

Annex1: Study tour programme
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Annex2: Addresses of possible interest

In addition to the addresses given in the program under section 5, the following ceaddotsses

may be ofinterest.

Mr. Niek Botden, MSc.
HollandDoor Codperative E.A.
JohannesBosbhoomlaan 11,
6717 HH Ede, the Netherlands
Email: niek@hollanddoor.nl
info@hollanddoor.nl
Tel. +31 (0)6 46191855
www.hollanddoor.nl

Mrs. Gabriéla C. Versteeg

Agriterra

Van Aldenburglaan 4

6865 BX Doorwerth, the Netherlands
E-mail: g.versteeg@zakelijkchina.nl
Tel. +31 (0)628 339909
www.zakelijkchina.nl

Mr. Klaas Johan Osinga

LTO Team International

Tel: +31 (0) 6 10586047

E-mail: kjosinga@Ito.nl

General address:

Office LTO Den Haag
Bezuidenhoutseweg 225

2594 AL Den Haag@he Netherlands
Tel.+31 (0)76338 2700

Mr. Niek Thijssen

Agriterra

Willemsplein 42, 6811 KD Arnhem
P.O. Box 158, 6800 AD Arnhem
Tel: +31 (0)26 4455445

E-mail: agriterra@agriterra.org

Mr. Rutger Kuiper

Adviser Land & Water Development
Willem Pijperlaan 2

6711 ER Ede

Tel. +31 (0)318 655442 // +31 6 34845416
E-mail: nrkuiper@dds.nl

Dr. Dietrich Guth
Tel.: +49 175 234 1659

daguth@web.de

Mr. Conrad Graf von Hoyos
Tel.: +49 179 4940297
conrad.hoyos@agiz.de

Mr. Oliver Rogall
Tel.: +49 1786775796
oliver.rogall@giz.de

Prof. Dr. Reiner Doluschitz
Tel.: +49 711 459 22841
reiner.doluschitz@unrAhohenheim.de

Dr. Heinrich Hagel
Tel.: +49 178507005
hagel@unihohenheim.de

Ms. Fenghua Hoffmanwu
Tel.: +49 171 3166740
fenghua.wu@ymail.com

Mr. Hermann Huckert

Ministry of Food and Agriculture (BMEL)
Rochusstr. 1, 53123 Bonn

Tel. +49 228 / 99 529981
hermann.huckert@bmel.bund.de

Mr. Thomas Grof3

Saarland Ministry of Environment
Keplerstr. 18, 66117 Saarbrticken
Tel.: +49(0)681 504348
t.gross@umwelt.saarland.de

Dr. Achim Schaffner

German Agricultural Society

Eschborner Landstr. 122, 60489 Frankfurt am Main
Tel.: +49 (0) 69 / 2478821

A.Schaffner@DLG.org

Mrs. Dr. Petra Salamon

Thinen Institute of Market Analysis
Bundesallee 50, 38116 Braunschweig
Tel: +49 531 596 5317
petra.salamon@thuenen.de

Mrs. Alina Gumpert
OAV- German Asid&acific Business Association
Bleichenbriicke 9, 20354 Hamburg
Tel.: +49 40 35 75 586
umpert@oav.de

Ralf Gartner

Raiffeisen WareszZentrale RheiMain eG (RWZ)
Raiffeisenstral3e 30, 61169 Friedberg

Tel.: +49 6031/16206

ralf.gaertner@rwz.de

Fleischer Wein seit 1742 e.K.
Rheinhessenstrasse 103, 55129 Mainz
Tel.: +49 6131/59797
info@weingutfleischer.de
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Annex3: Farm profiles othe visited farms

Kastanienhof |. 2 OKQ& OK S Pehlingerhof | Marienhof
Gutsverwaltung
Farm manager Josef Fontaing Klaus Otten Norbert Adam| Stefan Zenner
Arable land (ha) 105 395 70 136
Pasture (ha) 105 5 110 89
Forest (ha) 30 200
Dairy Cows (no.) 120 50 90
Milk yield 9,500 7,300
(kg/cowlyear)
Fattening cows (no.) 130 45
Fattening pigs (no.) 60
Main crops Barley, wheat, | Wheat, barley, oat,
oat, rye, rapeseed, Szarvasi
triticale
Special features Milking robot | Problems with Restaurant Organic farm
resistant weeds
Photovoltaics Farm shop Own bakery
Direct sales of Distillery Farm shop
fresh milk
Regiomat Photovoltaics
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Annex4: List of presentations

Topic

File name

Preparation visit, Beijing

The GermarAgricultural Sector and the Common
Agricultural (CAP) of the European Union

00. German_Agriculture_CAP_final.pdf

Study tour, Netherlands

Agriterra, NL

01. Presentation_Agriterra China MoA.pdf

Study tour, BMEL, Germany

Historical Background of the CAP

13. Historie Gap.pdf

Financing of the CAP

14.
14.

Mehrjahriger Finanzplan.pdf
Finanzierung GAP.pdf

Processes of political decision making

15. Process of Political Decision Making.pdf

Conformity with WTO rules

16. Conformity with WTO rules.pdf

Directpayments

17. Direct Payments.pdf

Monitoring mechanisms

18. Control with Remote Sensing.pdf

Cross Compliance

19. Cross Compliance engl.pdf

Study tour, MoE, Germany

Introduction of agricultural structure and state
specific aspects of Saarland

22.Agriculture in Saarland_engl.pdf

European Agricultural Fund for Rural Developmer
(EAFRD) 2012020 and its implementation in
Saarland

23. EAFRD 2042D20_german.pdf

Agricultural support in Saarland

24. Agricultural support in Saarland_german.pdf

Agrarian investments and diversification

25-26. Agrarian investments and training_german.pdf

I ANM Odzf G dzNI £ & dzLJLJ2 NJi
associations

LJ

27. AGP in the view of the farmers association.pdf

Workshop on SingGerman Agricultural Support Rigy, Beijing

{KATGA YR t2tA08 ¢NBy|lomd {KAFHEA yR t2fAdeé ¢N
Development Development.pdf

History and Changes of EU CAP 32. GAP History.pdf

WSF2NXA YR tNIOGAOSE |ood wSTF2NX¥E FyR t NI OGAOS
Support forAgriculture Support for Agriculture.pdf

Approach, instruments and challenges of current
support policy

34. DCZ_approach_instruments_challenges.pdf

Options for Chinese Agricultural Support Pofiom

an European view point

35. DCZ_GIZ_German_Agriculture_reflections.pdf
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Annex5: Photos

Figure 1: Kinderdijk

Figure 2: Resting in the shade of a windmill Figure 3: Flower Auction Aalsmeer
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