
 
 
 
 

Project no. CIT1-CT-2004-506392 
 
 
 
 

NEWGOV 
New Modes of Governance 

 
 
 

Integrated Project 
Priority 7 – Citizens and Governance in the Knowledge-based Society 

 
 
 
 

Challenges of the Common Agricultural Policy Management. The Role of 
Agencies. Conditions of Implementing CAP in Poland 

reference number: 17/D12 
 
 
 

Due date of deliverable: November 2006 
Actual submission date: 6 March 2007 

 
 
Start date of project: 1 September 2004 Duration: 48 months 
 
 
Organisation name of lead contractor for this deliverable: 
Instytut Spraw Publicznych. Author: Barbara Wieliczko 
 

 

Project co-funded by the European Commission within the Sixth Framework Programme (2002-2006)
Dissemination Level  

PU Public  
PP Restricted to other programme participants (including the Commission Services)  
RE Restricted to a group specified by the consortium (including the Commission Services) X 
CO Confidential, only for members of the consortium (including the Commission Services)  



NEWGOV – New Modes of Governance  
 Project 17: Democratisation, Capture of the State and New Forms of Governance in CEE Countries 

Summary 
This paper is aimed at analysing the formal and informal requirements towards management 
system of the common agricultural policy that the New Member States entering the EU in 
2004 were faced with. The focal point of this paper is the presentation of the EU regulations 
dealing with the shape of the CAP implementation system at the national level. 
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I. The formal range of rules concerning management of CAP and rural de-
velopment policy that are binding for New Member States 
Speaking of CAP and rural development policy in the European Union it must be borne in 
mind that the system operating within these policies during the previous programming period 
– years 2000-2006 – was highly complicated. Numerous papers and publications have been 
devoted to the question of the place or even the existence of a real rural development policy 
in the EU.1 It seems that the most satisfactory answer is given by the European Commission 
itself stating in the preamble to Council Regulation (EC) No 1698/2005 of 20 September 2005 
on support for rural development by the European Agricultural Fund for Rural Development 
(EAFRD)2: "A rural development policy should accompany and complement the market and 
income support policies of the common agricultural policy and thus contribute to the 
achievement of that policy’s objectives as laid down in the Treaty."  

The tie interlinks between CAP and rural development policy are also emphasised in the 
Council Regulation (EC) No 1290/2005 of 21 June 2005 on the financing of the common ag-
ricultural policy (OJ L 209 of 11.8.2005) stating in the preamble that: "The common agricul-
tural policy consists of a series of measures, some of which relate to rural development." 

In the programming period 2007-2013 two new funds are to operate in the fields of rural and 
agricultural policy. The European Agricultural Guarantee Fund (EAGF), for the financing of 
market measures, and the European Agricultural Fund for Rural Development (EAFRD), 
dealing with the financing of rural development programmes. Thus, there should be no confu-
sion and misunderstanding so typical in the previous period. During the period 2000-2006 the 
fund financing both agricultural and rural policy was the European Agricultural Guidance and 
Guarantee Fund (EAGGF). The common agricultural policy (CAP) was financed from the 
Guarantee Section of EAGGF, whereas the rural development policy from the Guidance Sec-
tion of this fund. However, the actual source of financial support for a specific measure varied 
depending on the type of region it was implemented in (figure 1). 

The Guidance Section was considered part of the EU structural funds and the regulations con-
cerning it were a copy of the ones applied to all the other structural funds. But still the key 
solutions concerning the institutional requirements imposed by the EU were the same for both 
CAP and rural development measures. 

                                                 
1  The evolution of CAP and the appearance of rural development policy are the subjects described, inter alia, 

by: A. Jurewicz et al. (2004); J. Dwyer et al. (2003); M. Wigier (2004), M. Keating , L. Stevenson (2006). 
2  Council Regulation (EC) No 1698/2005 of 20 September 2005 on support for rural development by the 

European Agricultural Fund for Rural Development (EAFRD) (OJ L 277 of 21.10.2005). This regulation im-
poses a new shape of rural development policy to be implemented during the programming period 2007-
2013. However, the place of the rural policy has not been changed. 
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Figure 1: Community system of supporting rural areas in the period 2000-2006 
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Staff Working Document. Proposal for a Council Regulation on support to Rural Development by 
the European Agricultural Fund for Rural Development. EXTENDED IMPACT ASSESSMENT, 
{COM(2004)490 final}, p. 9. 

I.1. PHARE – first step towards the EU  

Already in the pre-accession phase the EU tried to shift the process of assistance implementa-
tion to the supported countries. However, the shift of power and responsibility was to be 
gradual and take into account the administrative capacity of the beneficiary countries. 

The process of creating implementation institutions in the candidate countries started with the 
PHARE programme. For this pre-accession programme the basic principle concerning the ar-
rangement of the implementation system is the division of powers and responsibilities. The 
actual responsibilities and powers of each link in the implementation chain must be well de-
fined. A well defined division of powers is necessary to avoid conflict of interest in procure-
ment and payment. 

The implementing agency must meet a number of criteria. There are following criteria among 
them: 

Newgov - 17 - D12 - Background paper 3.doc 4



NEWGOV – New Modes of Governance  
 Project 17: Democratisation, Capture of the State and New Forms of Governance in CEE Countries 

- reliable financial control over the agency at the national level; 

- effective internal control system and management of the public funds within the agency; 

- commitment expressed by the National Authorising Officer to bear the full financial 
responsibility and liability for the funds; 

                                                

- procurement rules in accordance with the Financial Regulation applicable to the general 
budget of the European Communities.3 

It has to be underlined that the EU does not give a detailed description of the system for im-
plementing the EU assistance leaving much freedom, and at the same time responsibility, to 
the member states or candidate countries. 

I.2. SAPARD as a dress rehearsal before the EU accession 

Special Accession Programme for Agriculture and Rural Development was created within the 
EU budget plan Agenda 2000 as an assistance programme for the pre-accession countries.4 
The actual shape of this programme was given in the Council Regulation (EC) No 1268/1999 
of 21 June 1999 on Community support for pre-accession measures for agriculture and rural 
development in the applicant countries of central and Eastern Europe in the pre-accession pe-
riod (OJ L 161 of 26.6.1999). According to the preamble of this regulation SAPARD was 
supposed to serve two key purposes: 

- supporting the implementation acquis communautaire in the field of common agricultural 
policy and regulations concerning rural areas and agriculture; 

- solving the main problems characteristic of candidate countries in order to better prepare 
their agricultural sector and rural areas for the future EU membership.  

Apart from this, programme’s justification directly targeting agriculture and rural areas there 
is also a third purpose of SAPARD. From the Polish perspective it could be even considered 
as the most successfully implemented. The probably ultimate aim of SAPARD was capacity 
building in the field public institutions envisaged to play a key role in the management of 
CAP and rural development policy at the national and regional levels. The final shape of the 
programme resembled the one of the EU structural policy. The most important provision re-
quired from the beneficiary countries preparing a multi-annual programme stylised as the 
ones that are required within the structural funds' co-financing. 

This type of programmes requires a special institutional system. The EU regulations do give 
beneficiary countries room for their own solution concerning the final shape of the institutions 
involved in programmes' implementation. However, they do specify the standards that must 
be met by these institutional systems. The most important standard is the division of power 
between all the institutions and departments within them ensuring that the spending of EU 
public funds is controlled and protected from fraud and other types of incorrect actions. 

For SAPARD the rules for accreditation of a SAPARD agency dealing with the expenditure 
of the available funds were established. These principles were laid down in the annex to 

 
3  Council Regulation (EC) No 1266/1999 of 21 June 1999 on coordinating aid to the applicant countries in the 

framework of the pre-accession strategy and amending Regulation (EEC) No 3906/89 (OJ L 161 of 
26.6.1999). 

4  The programme was offered to 10 countries: 8 countries that entered the EU on the 1st May 2004 – Czech 
Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia and Slovenia and 2 countries that became 
the EU members on the 1st January 2007 – Bulgaria and Romania. 
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Commission Regulation (EC) No 2222/2000 of 7 June 2000 laying down financial rules for 
the application of Council Regulation (EC) No 1268/1999 on Community support for pre-
accession measures for agriculture and rural development in the applicant countries of central 
and eastern Europe in the pre-accession period (OJ L 253/5 of 7.10.2000). 

The basic principle underlined in the authorisation criteria is the requirement that the separa-
tion in the administrative structure of the agency's core functions:  

1. authorisation; 

2. execution; 

3. accounting. 

Criteria also specified that the procedures and all the documents used in the application proc-
essing phase must be written in detail and ensure the fulfilment of the project selection and 
payment criteria. 

The responsibilities of the officials involved in the project processing at any time must be lim-
ited to one phase of the ones listed: 

- approving projects, 

- authorising payment,  

- paying, 

- accounting for sums. 

The authority of a single official should also be restricted and his performance kept under su-
pervision of another official. Moreover, limits of financial authority of the officials must be 
named. In order to minimize the possibilities of corruption there must be a system of rotating 
staff or an increased supervision. 

The regulation also enables delegating authorisation and control functions to other bodies if a 
set of criteria is fulfilled. They can be summarized as criteria targeted at ensuring the compli-
ance with the rules set out by the EC. Such a body is obliged to present its documentation 
concerning the tasks they perform at the request of institutions representing all the parties in-
volved in the process of implementation and control including: 

- the agency's staff who deal with the claim, 

- the agency's internal audit service, 

- the certifying body that attests the agency's annual declaration, 

- mandated officials of the European Union. 

The organisation of work concerning the responsibilities and duties delegated to the body 
must be specified in detail in the agreement signed by this body SAPARD agency. In particu-
lar the agreement should include the obligation to provide access for officials of the Commis-
sion and the Court of Auditors to information. 

SAPARD was for Poland and all the other countries benefiting form this programme the first 
opportunity of gaining their own experience in managing large agricultural programmes with 
a high number of final beneficiaries. This was a test for the institutions whether they were al-
ready ready to operate even larger programmes. The EU actively supported the candidate 
countries by issuing guidelines and controlling the implementation of SAPARD. 
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I.3. Role of agencies within CAP and rural development policy 

Within the EAGGF only specially authorised paying agencies are able to manage the spend-
ing of funds. The Commission Regulation (EC) No 1663/95 of 7 July 1995 laying down de-
tailed rules for the application of Council Regulation (EEC) No 729/70 regarding the proce-
dure for the clearance of the accounts of the EAGGF Guarantee Section (OJ L 158 of 
8.7.1995) specifies the criteria that must be met by the institutions to become authorised by 
the EU.5  

Regulation (EEC) No 729/70 on the financing of the common agricultural policy (OJ L 94 of 
28.4.1970) stated that European Agricultural Guidance and Guarantee Fund is part of the 
Community budget. Following this statement, special rules concerning supervision and con-
trol over effective use of public funds must be applied to the Fund's management. The vital 
point for the creation of CAP implementation system is given in article 4 of this regulation. It 
states that: "Member states assign organs of government and organisations and authorize them 
to implement (...) the expenditures indicated in articles 2 and 3." The member states are also 
obliged to inform the EU organs about any changes in the organization of these institutions 
that could be vital for their functioning. 

The EU member states were given the right to certify their paying agencies in 1995. This new 
shape of payment system was created because of the inefficiency of the fully centralised one 
with the EU conducting all the control activities. The empowerment of the member states 
with the authority to accredit paying agencies is interlinked with the responsibility for any ir-
regularities. 

The member states with more than one paying agency within the CAP measures are obliged 
to create a special unit – coordinating body responsible for gathering data and communication 
between agencies and the European Commission. Both certificating and coordinating bodies 
have supervision powers over the paying agencies. 

According to the regulation 1663/95 the number of paying agencies depends on the member 
state. However, the European Commission may express its opinion presenting the obstacles to 
the compliance with the rules that could be connected with the chosen number and especially 
the potential problems with transparency of their operations. 

The accreditation can be granted only after a careful examination focused on administrative 
and accounting system functioning in the tested institution, i.e. the maintenance of accounting 
records, the security of computer systems or the arrangements regarding the execution of 
payments. 

In the Annex to the regulation 1663/95 the EC presented guidelines for criteria for accredita-
tion as a paying agency. The actual criteria are named by each member state and are based on 
these EC guidelines. The criteria for accreditation of a paying agency must "provide sufficient 
assurance concerning the proper functioning of its administrative organization and of the sys-
tem of internal control, and the maintenance of documents (...)". The basic rule is the formal 
                                                 
5  This regulation gives only general guidelines concerning the accreditation criteria. For example, in the point 

6 of the Annex it is stated that: "The agency shall adopt the following procedures or those offering equivalent 
guarantees: 
(i) The agency shall lay down detailed written procedures for the receipt, recording and processing of claims 
inclusive of a description of all documents to be used." 
The example presented above shows that regulation 1663/1995 more of an enumeration of steps to be fol-
lowed and issues to be taken into account when creating a paying agency than a really detailed specification 
of actual procedures to be implemented into the system. 
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establishment of the paying agency. The agency's activity must be based on a formal act lay-
ing down its powers concerning the expenditure of EU public funds and it must also present 
its administrative structure. 

Within the accreditation process the existence and proper functioning of two services is 
checked. The first of these services is an internal audit that must be independent of other de-
partments within the paying agency. The second service is the technical one. Its key responsi-
bility is to manage the database and inspection system enabling the verification of facts that 
are the base for payments (such as livestock or land).6

In the process of changes concerning the CAP the regulation 729/70 was replaced in 1999 by 
a new regulation - Council Regulation (EC) No 1258/1999 of 17 May 1999 on the financing 
of the common agricultural policy (OJ L 160 of 26.6.1999).7 The system of accreditation of 
paying agencies was kept. The responsibilities and EU requirements towards the paying agen-
cies and member states were preserved. The only new thing was a clear statement in the regu-
lation 1258/1999 that member states should limit the number of their accredited paying agen-
cies "to the minimum necessary in order to affect the expenditure (...) under satisfactory ad-
ministrative and accounting conditions." The member states should base their decision on the 
number of paying agencies on their "constitutional and institutional structures". 

In the pre-accession phase there was only one paying agency dealing with the EU agriculture 
and rural support in Poland. It was ARMA that acted as a paying agency for SAPARD. The 
accreditation was given to it by the European Commission. In case of the two paying agencies 
– ARMA and AMA8 – functioning in Poland after the accession the certification was given to 
them by the Polish Ministry of Finance that acts as a Polish certifying body. The authorisation 
for the paying agencies is granted on the basis of positive audit report prepared by a neutral 
auditing company according to internationally recognised procedures and EU regulations.  

The regulations concerning the process of implementation of measures included in the rural 
development programmes co-financed by the EU are even less detailed than the ones describ-
ing paying agencies. The EU only obliges beneficiary countries to guarantee the compliance 
with the conditions of granting support under the rural development measures. The regulation 
laying down rules of the EU rural development policy in the period 2000-2006 - Council 
Regulation (EC) No 1257/1999 of 17 May 1999 on support for rural development from the 
European Agricultural Guidance and Guarantee Fund (EAGGF) and amending and repealing 
certain Regulations (OJ L 160 of 26.6.1999) names only general conditions of granting sup-
port under each of the measures co-financed by the EU. The member states themselves trans-
late these general criteria to their legal systems and programme principles. They can even add 
their own specific criteria and thus adjust the EU support to their specific situation and devel-
opment challenges. 

The institutional implementation system is not specified within the EU regulations. The EU 
only states in the article 43 of the Regulation 1257/99 that rural development plan should in-
clude "provisions to ensure the effective and correct implementation of the plans, including 

                                                 
6  Part of the technical responsibilities can be delegated to other bodies. They are obliged to fulfill all the crite-

ria and requirements put on the by the EU regulations and the agreement with the paying agency taht dele-
gated them part of its responsibilities. 

7  Council Regulation (EC) No 1258/1999 repealed the regulation 729/70. In 1995 the regulation 729/70 was 
amended by the Council Regulation (EC) No 1287/95 of 22 May 1995 amending Regulation (EEC) No 
729/70 on the financing of the common agricultural policy (OJ L 125 of 8.6.1995). 

8  ARMA – Agency for Restructuring and Modernisation of Agriculture; AMA – Agricultural Market Agency. 
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monitoring and evaluation". The whole process of implementing the EU support within the 
rural development programme and special operational programme for agriculture were based 
on the regulation 1260/99.  

The EU in the preamble to this regulation stated that: "Member States should provide suffi-
cient guarantees as to the details and quality of implementation, the results of operations and 
their evaluation and sound financial management and its supervision." There are no detailed 
solutions explaining how the implementation system should operate and whether specially 
enacted agencies should be responsible for implementation and payments. The EU requires 
only that for each programme there should be only one managing authority with responsibili-
ties including: 

1. collecting data on outcomes and reporting this data to the Commission,  

2. ensuring sound financial implementation,  

3. organising evaluations, 

4. complying with obligations relating to publicity and Community law. 

Managing authority is a "public or private authority or body at national, regional or local level 
designated by the Member State, or the Member State when it is itself carrying out this func-
tion, to manage assistance (...). If the Member State designates a managing authority other 
than itself, it shall determine all the modalities of its relationship with the managing authority 
and of the latter's relationship with the Commission. If the Member State so decides, the man-
aging authority may be the same body as the paying authority for the assistance concerned."9

Member states are also obliged to appoint Monitoring Committees. They are bodies "super-
vising assistance, checking on how it is being managed by the managing authority, ensuring 
compliance with its own guidelines and implementing rules and reviewing evaluations".10

The managing and implementation systems must be described in the programming documents 
that MS send to the European Commission for acceptance. 

Summing up, the paying agencies are required by the EU regulations as a guarantee of sound 
financial management but the detailed procedures and thus the final shape of the assistance 
system is decided at the national level. The whole process of programming and implementa-
tion of the EU support is even less regulated. The EU gives the member states even the right 
to decide whether a public or private institution acts as a managing body. The general provi-
sions emphasize only the importance of Monitoring Committee as an independent body with a 
wide representation of different stakeholders. 

II. The informal influence of the EU Commission in the process of creating 
structures to serve CAP and rural development policy. 
There is no Polish literature concerning the informal influence of the EU on the organization 
of the Polish implementation system of CAP and the rural development policy. 

The informal influence of the EU Commission towards candidate countries is always focused 
on the issue of simplicity. The Commission is always concerned with the problem of control-
ling the money transfer system. In order to be able to control how the EU funds are spent and 

                                                 
9  Article 9 of the Regulation no 1260/99. 
10  Preamble to the Regulation no 1260/99. 
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to support the implementation process in the beneficiary country the EU representatives keep 
on emphasising the importance of designing a simple system of programme implementation.  

The necessity for such a simple and easy to control system is a result of continuously repeated 
recommendations given by the European Court of of Auditors11 that the accounting systems 
of the institutions involved in distribution of the EU public financial resources be transparent 
so that the possibility of fraud or any other illegal action is minimized. 

The informal influence of the Commission and its officials was naturally reduced by the ex-
tent of leeway given to the candidate countries within the regulations in force. The other rea-
son for a minimal influence of the EU officials was their diversified professional experience. 
The officials and experts working for the European Commission stem from different member 
states and have thus various experiences concerning administrative systems. 

The first designed and implemented system concerned SAPARD. In this case the whole ac-
creditation process was a new experience for both sides – candidate countries and the EU it-
self. Thus, it was a learning process for each of the participating actors. The difficulty was 
multiplied by the delays in the legislation process. The uncertainty as to what binding solu-
tions would be adopted made both sides caution and impeded any real actions.  

The problem also concerned the extent of the programme as it was first programme of this 
size strictly targeted to agriculture and rural areas. 

The EU co-financed numerous study visits for the employees of ministries and prospective 
implementation agencies so as to support the process of designing implementation systems in 
candidate countries. The participants of such visit were presented with the systems of imple-
mentation applied in the member states they visited and were informed in details about the 
advantages and disadvantages of particular solutions. Within the PHARE programme that fi-
nanced such study visits special twinning programmes were established. For these pro-
grammes there were chosen member and candidate countries having much in common in the 
field of agriculture and rural areas. Thus, the candidate countries had a chance of getting to 
know details of the management systems functioning in the countries with similar size of ag-
riculture. This co-operation with the member states can be seen as a subtle type of informal 
influence played by the EU and its members on the candidate countries in the adjustment 
process. 

There are different systems of EU funds management in the member states stemming from the 
various administrative systems and none of them proved to be particularly suitable for the 
management of assistance programmes. This is why the European Commission does not feel 
authorised to push for homogenisation of EU funds management. However, it strongly em-
phasises two issues: 

- decentralisation of powers – it concerns not only the programming process with the trendy 
"bottom-up approach" but also project selection phase; 

- sound financial management – especially division of powers in the payment systems with 
strong and independent audit units. 

                                                 
11  European Court of Auditors is an independent auditing body that examines financial operations involving EU 

public resources. Its work is aimed at improving the financial management of the EU funds. 
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III. Conclusions 
The EU regulations emphasise the issue of ensuring sound financial management and prevent-
ing fraud, irregularities or any other illegal actions. The legal solutions prepared by the EU do 
not give one-fits-all approach towards organisation of public funds distribution and policy 
implementation. They take into account different experiences and historical process of build-
ing public administration. Thus, the ultimate shape of the institutional system concerning rural 
development policy and CAP management is decided at the national level. The member states 
are obliged to build-in into their systems the solutions ensuring legal and effective use of pub-
lic funds. 

In case of structural funds the formal programme management is more specified in the EU 
regulations in terms of the required structure of multi-annual programmes. However, the divi-
sion of duties and powers between different institutions and units is left to the member states 
that are responsible for the efficient implementation of the programmes co-financed by the 
EU. This leaves much space for national solutions as long as they ensure compliance with the 
EU regulations and sound financial management. 
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