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– single agricultural payment for the EU farmers indepen-

dent from production
– linking this payment to ecological standards, food-safe-

ty standards, animal and plant health and preservation
of the farmland in good and ecological condition.

– intensified rural development policy based on more con-
siderable EU finance support

– modulation (reduction of the direct payments for bigger
farms to make possible to finance a new rural develop-
ment policy)

– revision of market policy.
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1. To access an adequate balance between branches, main-
ly between plant and livestock production.

2. To achieve an adequate balance of the direct payments
in individual production regions.

3. To coordinate single payments with the measures of
the HRDP and sector operation plans.
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Abstract: This contribution describes eight variants of the distribution of the direct payments and their impact on the farm
economies in the years 2004–2006. For this purpose, selective set of 152 farms was divided in accordance with production regions:
maize-growing, beet-growing, potato-growing, potato and oats-growing and uplands1. Possible demands for standard direct
payments depending on the farm situation in 2002 and demands for payments set by different variants of the simplified system
of direct payment distribution were figured to each of observed farms. To be comparable, individual bonuses were converted per
1 hectare of the farmland and to be considered more objectively, the eventual subsidies in terms of HRDP were calculated to the
farms. In conclusion, all mentioned variants were compared from the point of view of their impact on the farm economies in
different production and climatic regions.

Key words: standard direct payments, single area payments, production regions, reform of CAP, HRDP
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– Area payments for chosen arable crops are the domi-
nant factor of the direct payments. The lower rate of the
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arable land in uplands results in dropping amount of
the direct payments per 1ha of the farmland. To this
effect, the amount of the direct payments per 1ha of the
farmland does not support the extensification of live-
stock production in potato and oats-growing regions
and in uplands.

– Relative equability of the payments in maize-, beet- and
potato-growing regions on one hand and potato and
oats-growing regions and uplands on the other does
not emphasize a marked influence of the differential rent
per 1ha in these regions. The low rate of the payments
in potato and oats-growing regions and in uplands from
the livestock production does not correspond to the
higher rate of livestock and grassing in these regions.

– The direct payments should equalize the differences in
production trends and the HRDP (Table 2) should solve
the problems of unpropitious impact of the differential
rent in LFA

– The direct payments even in only one reference yield
deepen an unpropitious impact of the differential rent
and oppose the agricultural state policy. It results into
reduction of the arable land and increase of livestock in

LFA apart from worse profitability (not to say loss-mak-
ing) of cattle breeding and milk production there.

– Supports in terms of the HRDP will be the only regula-
tor in this field. These supports are not liable to gradual
increase as the direct payments are, they will be fully
paid after joining the EU. The power of these supports
to eliminate dropping direct payments in line with worse
production regions together with compensation of bad
influence of differential rent in the first years after join-
ing the EU is quite high. However, rising rate of the
direct payments means dropping power of the supports.
At the per cent rate of the direct payments, the HRDP
measures will compensate only dropping direct pay-
ments in worse production regions and the compensa-
tion level of the unpropitious conditions for farming
will be insufficient.
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Note: by AGROCENZUS the acreage is 3 700 thousand CZK – areas up to 1 ha not mentioned
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Note: The direct payments were calculated on the base of production structure in 2002.
          Different dividing lines in regions make 1.5 mil. CZK (65% in an average farm)
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– Converted per 1ha of the farmland, the payments are the

same for all farms and no support reduction reflects in
less-favoured areas as it did using the direct payments.
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– Comparing single area payments in an average farm in a
set production region to direct payments, then in 2004
in case the top-up levels at 55% of the EU payments,
the funds will be transferred from favoured to less-
favoured regions (Figure 2). If the regions the payments
are divided according to are comparable to the farmland
regions set on 31 December 2002 by the IACS, the aver-
age farm in a maize-growing region will get only 92%
funds compared to the direct payments and the farm in
a beet-growing region 96%. But then an average farm in
the potato-growing region will gain more – 101%, that
in the potato and oats-growing region 112% and an
average farm in upland will get 149% funds compared to
the direct payments.

– The apparent unequality between the amount of the
direct and single payments is determined by the fact
that using single area payments, all funds intended for
these payments are divided, while the amount of the di-
rect payments in individual farms depends on produc-
tion structure, the acreage of cultivated land and further
factors. The direct payments in farms were calculated in
accordance with production structure and livestock val-
id in 2002 and farm production structure was not fit to
gain as high amount of the direct payments as possible.

– The single area payments make possible to set a produc-
tion structure in line with the market situation (demand,
agricultural product prices) and production opportuni-
ties (production cost and capacity). There is no depen-
dence between the amount of the payment and the volume
of production of the preferred commodities.

– Profitability and sale of individual products become the
criterion of production set. As a result of that, the pro-
duction of low-profitable commodities (suckler cows,
hops, milk, potatoes etc.) will be reduced. In this way,
the single payments improve the income of the farms
and enables them to be capable of competing. The neg-
ative result of these payments is impossibility to regu-
late production, as the agricultural policy would require.
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– The EU funds (25%) are distributed per 1ha arable land
and equally affect all farms as the production set, culti-
vated area etc. are not considered (Tables 6, 7).

– The top-up works the same way as standard direct pay-
ments, i.e. it depends on cultivated area, the structure
of plant and livestock production. Comparing the grants
allocated like this in an average farm in a set production
region to the direct payments, the difference between
standard direct payments and variant III will be alleviat-
ed (Figure 3).

– If the region which the funds are divided according to
equals the acreage of the farmland on 31 December 2002
by the IACS, then the average farm in the maize-grow-
ing region will gain 96% compared to the direct pay-
ments, in the beet-growing region 99% (more than in
variant II – by 4% in the maize- and 3% in the beet-
growing regions). However, the farm in the potato-grow-
ing region will get 101%, in the potato and oats-growing
region 105% and 122% in uplands compared to the di-
rect payments (less than in variant II by 7% in potato
and oats-growing regions and by 27% in uplands).

– This variant makes the difference in the amount of pay-
ments milder compared to direct payments for farms in
production regions and its effect in less-favoured areas
is more positive than that of standard direct payments
(variant I).

– The commodities supported in the EU Member States
are those they will be supported in variant III.

– The administrative simplicity mentioned as an advan-
tage in variant II does not work here. However, if the
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system of the direct payments is the only one possible
for the Czech Republic in future, this variant will be
used in a temporary period. Both farmers and financial
agencies could prepare for the direct payment system
without risking support reduction due to formal mis-
takes in presenting or transacting their demands.

– This variant prefers the production structure in concor-
dance with the structure supported by the direct pay-
ments. Owing to the different profitability, this variant
can have an unfavourable influence on the market situ-
ation.
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– This variant approximates more to the authorized re-
form of the CAP than both previous variants.
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– The gathering bill and the bills of livestock state and
production will be the working papers for 30% distribu-
tion.

– Set amount of funds for top-up in overproduction cor-
responds to proportional reduction of commodity sup-
port so that the total amount of payments can be kept.

– The basic support rate would be set on the rules for the
direct payments (owing to the limits of commodity pro-
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ments dependent on production, in the beet-growing
region by 14%, in the potato-growing region by 12%, in
the potato and oats-growing region by 17% and in up-
lands by 29%. It results in the fact that this variant would
mean the simplicity of the system compared to the direct
payments, the alleviation of impact on the farms with a
higher rate of permanent pastures and the support of
commodities subsidized in the EU. On the contrary, less
assurance of the payment rate for the farms (Figure 4).
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duction). In overproduction, the set rate would be equal-
ly reduced.

– In commodities the production of which got over in the
present year, the part of payments from the national
budgets would reduce and this way the system would
support commodities of lower market value and profit-
ability. So this payment part would compensate pro-
duction structure with respect to less profitable but
needed commodities.

– Comparing the grants distributed like that (Tables 8, 9)
in an average farm in a set production region to the
direct payments, then the average farm in the maize-
growing region gets by 5% more than using direct pay-
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– The inclusion of the crops for non-food purposes cau-

ses yield increase of the farms and at the same time no
overpressure of food products follows (starch, set-
aside).

– The commodities supported by the EU and Czech agri-
cultural policy permanently connected with the loss
(suckler cows, sheep).

– The commodities made for stabilization of the farm eco-
nomies in less-favoured areas (bulls, milk, dried fodder).
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– Making reserves to cover the temporary loss of the com-
modities set by unpredictable unpropitious market fac-
tors.

– Using the reserve depends on permission by the EU.
���������	����*�����	�5>���	�����������������$

– Lower amount of grants in an average farm in potato
and oats-growing regions and in uplands is only made
by less acreage of the average farm in these regions. In
relation to the direct payments the farm in the maize-

growing region would get 77% of the amount of the
direct payments possibly reached in 2004, 96% in the
potato-growing region, 106% in the potato and oats-
growing region and 142% in uplands (by the acreage of
IACS, Table 11).

– The variant was drafted to compensate the difference in
the loss between plant and livestock production and to
support the quality increase of some products. Above
all, the subsidies set like that are not as advantageous
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for the farms as it were with the direct payments. But,
on the contrary, the funds are transferred to less-
favoured regions and to support highly loss-making
commodities produced mostly by the farms in less-
favoured regions.

– Figure 7 presents the influence of the direct payments
per 1ha of the farmland in different production regions
in comparison with the influence of variant V. Appar-
ently, the direct payments (variant I) per 1ha farmland
sharply decrease in line with worse production regions,
the simplified area payments (variant II) are given as a
line, i.e. it will equal in all production regions.

– Variant V has a rather reverse impact than the direct
payments and variants III, IV – it present on explicit
advantage for uplands.

– Besides, this variant extremely supports ruminant breed-
ing, hops, starch potatoes, dried fodder and set-aside.

– This variant approximates most to the reform of the state
agricultural policy.

– After compensation up to HRDP, the payments per 1ha
farmland double in uplands (218.74%).
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– In this variant, both EU funds (25%) and the top-up are
converted per 1 ha of the arable land, so the rate of cul-
tivated land is obvious to be considered the most im-
portant factor. It means that the arable crops and the
livestock production dependent on them will be sup-
ported more than production connected with perma-
nent pastures.
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– As a result the payment per 1ha of the farmland de-
creases with decreasing cultivated land rate and in up-
lands the payments only reaches 45.87% payments in
maize-growing regions. This is the essential disadvan-
tage of this variant, the mentioned payments would de-
mand guide a high top-up from HRDP funds.

– The calculation of the payments per arable land is very
simple and administrative demands of this variant are
quite low.

– Topped-up payments would be 114.65% in potato-grow-
ing regions and 147.31% in uplands compared to maize-
growing regions.
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– In this variant the EU funds (25%) are converted per
1 ha of the arable land and the top-up is divided per
chosen commodities and a reserve, as it was in variant V
(Table 10).
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– High rate of cultivated land, an essential factor in vari-
ant VI, is alleviated by 30% top-up for chosen commod-
ities. The payment per 1ha of the farmland is the highest
in beet-growing regions. In maize-, beet- and potato-
growing regions, the payments almost equal. It differs
in uplands where the payments per 1 ha of the farmland
are 74% compared to beet-growing regions.

– It is to be expected that this variant will support arable
crops and supported commodities. As the range of sup-
ported commodities is wide no distortion of production
structure especially in profitable crops need not occur-
red.

– With top-up payments from HRDP, the payments in up-
lands are double (196.49%) compared to beet-growing
regions.
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1. An unitary payment per 1ha (3 652 thousand efficient
area) was calculated from the subsidiary EU direct pay-
ments (25–35%)

2. Top-up payments were divided as follow:
– With arable crops, the real principle per ha abstract-

ed from crops was used.
– With milk, the part of national payment composed of

slaughter bonuses, extra bonuses for bulls (oxes),
extensive bonuses and additional bonuses were used
for topping-up direct payments.

– With suckler cows and sheep, the national comple-
mentary payment up to 75% EU rates was used.

– With hops, all national complementary payments
(max. up to 30% EU rates) were allocated per 1ha of
the hop-garden (the total acreage 6 100 ha).
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– As no restrictions based on non-kept limits (stocking

rate, the rate of permanent pastures to the feeding area,
etc.) comparing to the direct payments follow, the sug-
gested variant fully uses the total amount of grant funds
(6.8 billion CZK in 2004).

– Comparing the simplified administrative variant to the
direct payments system, it is to be said that payments
increase (Table 16) in individual production regions (ex-
cept maize-growing regions in 2004)

– The standard direct payments per 1ha of the farmland
are the highest in maize-growing regions and decrease
with worse production regions. Using the simplified pay-
ment system, guaranteed EU funds are shared equally
(25–35%) in area. It results in higher payment rate per
1ha of the farmland towards worse regions compared to
direct payments.

– Regarding individual components, their relevance dif-
fers in production regions. In maize- and beet-growing
regions, the payments for arable crops are the most sig-
nificant, their amount ranges from 1 772 to 1 785 CZK
per 1 ha of the farmland. In potato-, potato and oats –
growing regions and in uplands single payments per
1ha of the farmland become highly significant while in
beet- and maize-growing regions, this payment places
second in its significance. These payments are followed
by payments for milk, which range between 292 and
521 CZK/ha farmland in 2004. This payment plays the
most important role in potato- and potato and oats-grow-
ing regions and positively influences the top-up of the
payments in comparison with production regions. The
payment rate for suckler cows is unimportant in beet-
and maize-growing regions, a little bit significant in po-
tato- and potato and oats-growing regions, only in up-
lands this payment converted per1ha farmland is higher,
303 CZK in 2004. Bonuses for arable crops converted
per 1ha farmland in potato-, potato and oats-growing
regions and in uplands exceed bonuses for milk, sheep
and suckler cows and it results in disunity with the de-
mand of grassing in these regions, they even work con-
troversially.
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– The compensatory allowance to the LFA, the allowance
for the maintenance of permanent pastures and the al-
lowance for organic agriculture are the most important
payments in terms of the HRDP and are the essential
factors increasing the subsidy level in potato-, potato
and oats-growing regions and in uplands. These sug-
gested allowances in terms of the HRDP become a ne-
cessary condition for farm economies in potato-, potato
and oats-growing regions and in uplands. Total pay-
ments set by the simplified system without the HRDP
would be higher in production regions than in less-
favoured areas (Figure 10).

– It is necessary to mark out clearly defined all grants of
the suggested system, its administrative simplicity and
above all, its approaching to the Reform of the Common
Agricultural Policy as agreed in Luxembourg in June
2003.
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