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1. TITLE OF THE RURAL DEVELOPMENT PROGRAMME

Rural Development Programme of the Republic of Croatia for the Period 2014-2020

1.1. Amendment

1.1.1. Type of amendment R.1305/2013

a. Decision Article 11(a)(i) (First subparagraph of Article 4(2) of R.808/2014)

1.1.2. Amendment modifying information provided in the PA

1.1.3. Amendment related to the third sub-paragraph of Article 4(2) of R.808/2014 (not counting against the
limits set in that Article):

e b. Change in the EU legal framework

1.1.4. Consultation of the monitoring committee (Article 49(3) of R.1303/2013)

1.1.4.1. Date

12-03-2021

1.1.4.2. Opinion of the monitoring committee

Proposed amendments of RDP 2014-2020 were submitted to the members of the Monitoring Committee
(MC) and discussed on the meeting held on 12th of March 2021.

Majority of comments were related to the implementation of the RDP. Representative of Green Forum had
question on TOO 10.1.17 regarding the transition period and 2-year obligation if one is entering the TOO in
2021. They were also affirmative of changes within TOO 10.1.3. Representative of Ministry of Economy
and Sustainable Development was interested in expected financial support regarding TOO 10.1.17.
Representative of Croatian Economy Chamber suggested that the income from agriculture/processing
should be taken in to consideration in M21. Croatian LEADER Network representative stated that LEADER
interventions should mostly be focused on strengthening resilience of local communities which should
include endorsing eco/environmental acceptable agriculture and development of rural areas. Representative
of Croatiasto¢ar emphasized the importance of investments in primary production. Croatian Chamber of
Agriculture was affirmative of changes within new TOO 10.1.17.
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The Managing Authority has taken into consideration received remarks.

1.1.5. Amendment description - Article 4(1) of R.808/2014
1.1.5.1. Amendment of the Rural Development Programme

1.1.5.1.1. Reasons and/or implementation problems that justify the amendment

Chapter 5 — Description of the Strategy

Chapter 5.5. A description of the advisory capacity to ensure adequate advice and support for the regulatory
requirements and for actions related to innovation to demonstrate the measures taken as required in article
8(1)(c)(vi) of Regulation (EU) No 1305/2013 updated due to current situation.

Chapter 8 — Measures selected
Measure 1

In order to simplify the procedures, external experts which will hold training courses on specific topics will
be selected by Call for applications based on the qualifications and experience in the specific sectoral

field. Eligible costs of legal entities which will hold specific training courses will be evaluated by evaluation
committee pursuant to Art 48 (2) of Regulation (EU) No 809/2014.

Measure 2

Beneficiaries which will offer advice on specific topics shall be selected by Call for applications based on
the qualifications and experience in the specific sectoral field. Eligible costs of beneficiaries which will
offer advice on the specific topics will be evaluated by evaluation committee pursuant to Art 48 (2) of
Regulation (EU) No 809/2014.

Number of advices that target group may receive in 3 years has been deleted. Taking into account the
increased needs for advices to farmers especially in this extraordinary circumstances due to the COVID-19
pandemic which have caused difficulties in everyday work and, furthermore, the needs to provide advices
on green architecture, precision agriculture, digital technologies, in order to achieve greater environmental
ambitions, the limit on the number of advices represents an unnecessary obstacle for achieving the
objectives of the measure.

Measure 4
Type of operation 4.3.2 has been deleted due to the lack of conditions for its implementation.
Measure 6

Type of operation 6.1.1 - Number of instalments reduced from three to two. In order to facilitate the
business for young farmers, first instalment will be 70% of the grant and second instalment will be 30% of
the grant.
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Measure 10

Modifications are related to simplification of obligations for types of operations O_03: Preservation of high
nature value grasslands, O_04: Pilot measure for the protection of corncrake (Crex crex), O _05: Pilot
measure for the protection of butterflies and O _06: Establishment of field strips. New support rates are
modified within types of operations O 03: Preservation of high nature value grasslands, O 04: Pilot
measure for the protection of corncrake (Crex crex) and O_05: Pilot measure for the protection of butterflies
in line with updated input values. Changes have been agreed with the Ministry competent for nature
protection (Ministry of Economy and Sustainable Development).

New operation O_17 Encouraging the use of manure on arable land is added to encourage the use of manure
on arable land and reduce the use of synthetic fertilizers. This practice should increase the humus content on
arable land as well.

Measure 14

Modifications are related to the new support rates for the existing requirements under all operations of M 14,
taking into account the changed conditions of breeding domestic animals and the need for certain changes.
Also, the new obligations for sows/gilts, and new requirements for goats and sheep with corresponding
support rate were added.

Measure 17

Modifications are related to competent authority.The soil conditions data provided by independent company
are eligible in the case of draught insurance.

Measure 19

In transitional period capacity building and preparatory actions for future community led local development
strategies are eligible according to chap. 4 Regulation (EU) 2020/2220. Allocation for M19 in transitional
period is raised from min 2,5% up to 5%.

Measure 21

Modifications are related to the eligibility conditions and changes according to chap. 4 Regulation (EU)
2020/2220. Loss of revenue is new eligibility condition, implementation of measure is extended.

Financial instruments (FIs)

Based on the proposed changes to the conditions for the implementation of FIs, the availability of loans,
guarantees and loans would be ensured to startups that, based on all other parameters, meet the prescribed
eligibility conditions for the final recipients of FIs.

The existing restrictions of the SO precondition prevent the application of potential final recipients who are
in the category of start-ups.

Given that the main criteria for FI approval is a sustainable business plan, the application of SO criteria does
not significantly affect the success and sustainability of the business plan and therefore the abolition of SO
criteria represents the decrease of administrative burden, thus contributing to more efficient implementation
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of FIs and access to funding for final recipients.

Chapter 9 — Evaluation Plan

Timeline was amended due to the Transitional period of two years.
Chapter 10 - Financial Plan

Changes to the Financial Plan are result of the two-year transition period and accordingly new allocations in
the total amount of 8§19.823.864 € (618.152.150 € EAFRD funds and 201.671.714 € EURI funds) were
added.

Changes in the allocations, are as follows:

e Measurel:

o Allocation is increased by 2.000.000 € EAFRD funds, from 6.957.236 € to 8.957.236 €

o On the level of the priority/focus area, allocation in 2A is increased by 1.000.000 €, and by
1.000.000 € in P4.

e Measure 2:

o Allocation is increased by 2.000.000 € EAFRD funds, from 6.662.803 € to 8.662.803 €

o On the level of the priority/focus area, allocation in 2A is increased by 1.000.000 €, and by
1.000.000 € in P4.

e Measure 3:

o Allocation is increased by 750.000 € EAFRD funds, from 1.997.083 € to 2.747.083 € (all

contributing to focus area 3A)
e Measure 4:

o Allocation is increased by 268.249.359 € (198.708.650 EAFRD funds and 69.540.709 €
EURI funds), from 582.256.439 € to 850.505.798 €.

o Indicative allocation for Financial Instruments is increased by 34.000.000 €, from 60.357.471
€10 94.357.471 €.

o On the level of the priority/focus area, allocation in 2A is increased by 165.925.000 €
(127.925.000 € EAFRD funds and 38.000.000 € EURI funds), in 3A allocation is increased
by 63.400.000 € EAFRD funds, in P4 allocation is increased by 3.700.709 € EURI funds, in
5C allocation is increased by 27.840.000 € EURI funds and in 5D allocation is increased by
7.383.650 € EAFRD funds

e Measure 5:

o Allocation is increased by 12.000.000 € EAFRD funds, from 61.585.104 € to 73.585.104 €

(all contributing to focus area 3B)
e Measure 6:

o Allocation is increased by 55.341.788 € EURI funds, from 210.112.819 € to 265.454.607 €.

o On the level of the priority/focus area, allocation in 2A is increased by 15.000.000 €, in 2B
allocation is increased by 20.341.788 € and in 6A allocation is increased by 20.000.000 €.

e Measure 7:

o Allocation is increased by 50.828.693 € EAFRD funds, from 282.506.096 € to 333.334.789 €

(all contributing to focus area 6B)
e Measure 8:

o Allocation is increased by 37.500.000 € (27.500.000 € EAFRD funds and 10.000.000 €

EURI funds), from 75.239.636 € to 112.739.636 €.
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o On the level of the priority/focus area, allocation in 2C is increased by 27.500.000 € EAFRD
funds and in P4 allocation is increased by 10.000.000 € EURI funds.
e Measure 9:
o Allocation is increased by 2.000.000 € EAFRD funds, from 3.647.010 € to 5.647.010 € (all
contributing to focus area 3A)
e Measure 10:
o Allocation is increased by 57.576.556 € EAFRD funds, from 57.737.185 € to 115.313.740 €.
o On the level of the priority/focus area, allocation in P4 is increased by 38.308.563 €, in 5D
allocation is increased by 19.218.001,72 € and in 5E allocation is increased by 49.992 €.
e Measure 11:
o Allocation is increased by 54.676.122 € (27.547.613 EAFRD funds and 27.128.509 € EURI
funds), from 157.580.952 € to 212.257.074 € (all contributing to focus area P4).
e Measure 13:
o Allocation is increased by 101.737.789 EAFRD funds, from 269.938.750 € to 371.676.539 €
(all contributing to focus area P4).
e Measure 14:
o Allocation is increased by 50.639.064 € (19.045.225 EAFRD funds and 31.593.839 € EURI
funds), from 19.236.842 € to 69.875.906 € (all contributing to focus area 3A).
e Measurel6:
o Allocation is increased by 2.000.000 € EAFRD funds, from 2.642.511 € to 4.642.511 €.
o On the level of the priority/focus area, allocation in 2A is increased by 2.000.000 €.
e Measure 17:
o Allocation is increased by 40.000.000 € EAFRD funds, from 37.122.367 € to 77.122.367 €
(all contributing to focus area 3B).
e Measure 18:
o Allocation is slightly increased, to be aligned with actual absorption, by 88.891 € EAFRD
funds, from 108.124.716 € to 108.213.607 € (all contributing to focus area 2A).
e Measure 19:
o Allocation is increased by 29.878.210 € EAFRD funds, from 60.786.653 € to 90.664.863 €
(all contributing to focus area 6B).
e Measure 20:
o Allocation is increased by 31.969.436 € (23.902.568 € EAFRD funds and 8.066.869 € EURI
funds), from 41.563.847 € to 73.533.284 € (all contributing to focus area P4).

Chapter 11 - Indicator Plan

Changes to the Indicator Plan are result of the change in allocation of funds and revision of the planned
values. The indicators (Output and Target) for all Focus Areas have been amended accordingly.

Chapter 13 - Elements needed for State Aid assessment

Alignment due to amendment of the Financial Plan.
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1.1.5.1.2. Expected effects of the amendment

Expected effect of this amendment is continuation of the support throughout the transitional period from the
corresponding budget allocation for the years 2021 and 2022. Additional resources from the EURI funds
will address the impact of the COVID-19 crisis and its consequences for the agricultural sector and rural
areas.

Expected effect of the amendments under Measure 10 (for O 3, O _4 and O_5) is increasing the number of
beneficiaries. The commitments are still in line with the aim of the measure but, as agreed with the ministry
competent for the nature protection, also adapted to the real conditions in field. Introducing new TOP should
encourage farmers to use more manure on arable land as the content of humus in Croatia is on average

1,5%.

Expected effect of the amendments under Measure 14 is encouraging farmers to embrace the animal welfare
concept thus providing higher number of farm animals better conditions.

1.1.5.1.3. Impact on the change on indicators

The following Target indicators are revised as follows:

¢ In Focus Area 1A, total public expenditure for fostering innovation, cooperation, and the
development of the knowledge base in rural areas is increased, however due to increase of total RDP
planned public expenditures targets value did not change significantly.

¢ In Focus Area 1C, the planned value of the number of participants to training in M1 increased from
98.250 to 116.250, in total increase of 18,3%.

e In Focus Area 2A, the planned value of the farm holding receiving support from M4 increased from
1.823 to 2.700, in total increase of 48,1%.

e In Focus Area 2B, the planned value of the farm holding receiving support from M6 increased from
1.450 to 1.790, in total increase of 23,45%.

e In Focus Area 2C, the planned total investment in modernisation of technologies, machines, tools
and equipment in forestry sector from M8 increased from 83.546.133 to 148.252.015, in total
increase of 77,45%.

e In Focus Area 3A, the planned value of the agricultural holdings supported under quality schemes,
local markets and short supply circuits, and producer groups/organisations increased from 543 to 630
(in percentage, from 0,34% of total number of holdings to 0,40% of total number of holdings), in
total increase of 16,02%.

¢ In Focus Area 3B, the planned value of the agricultural holdings participating in risk management
schemes increased from 8.267 to 12.500 (in percentage, from 5,25 % of total number of holdings to
7,94% of total number of holdings), in total increase of 51,2%.

o In Focus Area 4A, the planned value of the agricultural land under management contracts
contributing to biodiversity (ha) increased from 105.000 to 120.000 (in percentage, from 7,98 % of
total agricultural land to 9,12 % of total agricultural land), in total increase of 14,28% (in ha).

¢ In Focus Area 4B, the planned value of the agricultural land under management contracts improving
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water management (ha) increased from 110.000 to 155.000 (in percentage, from 8,36 % of total
agricultural land to 11,78 % of total agricultural land), in total increase of 40,9% (in ha).

In Focus Area 4C, the planned value of the agricultural land under management contracts improving
soil management (ha) increased from 107.500 to 150.000 (in percentage, from 8,17 % of total
agricultural land to 11,40 % of total agricultural land), in total increase of 39,53% (in ha).

In Focus Area 4A, 5B and 4C, the planned value of the forest area under management contributing
to biodiversity, improving water management, improving soil management and/or preventing soil
erosion increased from 3.050ha to 3.200ha (in percentage, from 0,12 % of total forestry area to 0,13
% of total forestry area), in total increase of 4,9% (in ha).

In Focus Area 5C, the planned total investment in renewable energy production increased from (€)
81.136.800 to 118.914.059, in total increase of 46,55%.

In Focus Area 5D, the planned value total LU concerned by investment from 65.000 to 95.000 (in
percentage, from 6,37% of total LU to 9,13 % of total LU) — in total increase of 53,84% (in LU); the
planned value of the agricultural land under management contracts targeting reduction of GHG
and/or ammonia emissions from 2.400 ha to 50.000 ha (in percentage, from 0,18 % of total
agricultural land to 3,80 % of total agricultural land), in total increase of 1.983% (in ha).

In Focus Area SE, the planned value of agricultural and forest land under management to foster
carbon sequestration/conservation from 10.000 ha to 15.000 ha (in percentage, from 0,26 % of total
agricultural and forest land to 0,40 % of total agricultural and forest land), in total increase of 50%
(in ha).

n Focus Area 6A, the planned value of Nr of jobs created through supported projects increased from
1.000 to 1.200, in total increase of 20%.

In Focus Area 6B, the planned value of rural population covered by local development strategies
increased from 1.427.724 to 2.400.000 (in percentage, from 39,63% of total agricultural and forest
land to 66,62% of total agricultural and forest land), planned value of jobs created from operations in
M19.2 increased from 180 to 200, in total of 11,1%.

In accordance with the change in allocation of funds, Output indicator values for all Focus Areas have been
amended accordingly (separately presented for the EURI funds).

In addition, Output indicator for the new type of operation under Measure 10 has been activated under
Focus Area 5D.

Information on main changes in output indicators:

In Focus Area 1C value of planned output indicator is the same as target indicator so data of
increasing are the same (number of participants to training in M1 increased from 98.250 to 116.250,
in total increase of 18,3%).

In Focus Area 2A value of planned output indicator Nr of beneficiaries (holdings) receiving start up
aid development small farms (6.3) increased from 6.500 to 7.400, in total increase od 13,85%

In Focus Area 3A value of planned output indicator Nr of operations supported (producer groups set
up) increased from 12 to 15, in total increase of 25%

In Focus Area 3A value of planned output indicator Nr of holdings participating in producer groups
supported increased from 363 to 450, in total increase of 23,97%

In Focus Area 3A value of planned output indicator Nr of operations supported for investment (4.1
and 4.2) increased from 160 to 240, in total increase of 50%

In Focus Area 3A value of planned output indicator Nr of beneficiaries (14) increased from 2.000 to
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3.200, in total increase of 60%

¢ In Focus Area 3B value of planned output indicator Nr of farm holdings supported for premium for
insurance (17.1) increased from 8.267 to 12.500, in total increase of 51,2%

e In Priority 4 value of planned output indicator Area (ha) under agri-environment-climate (10.1)
increased from 34.455 to 45.356, in total increase of 31,64%

e In Priority 4 value of planned output indicator Area (ha) of maintenance of organic farming (11.2)
increase from 62.000 to 69.000, in total increase of 11,29%

e In Priority 4 value of planned output indicator Nr of operations of support for non productive
investment (4.4) increased from 80 to 120, in total increase of 50%

¢ In Priority 4 value of planned output indicator Nr of operations (investments) improving resilience
and value of forest ecosystems increased from 310 to 440, in total increase of 41,9%

e In Focus Area 5D value of planned output indicator LU concerned by investment in livestock
management in view of reducing GHG and ammonia emissions increased from 65.000 to 95.000, in
total increase of 46,15%

¢ In Focus Area SE value of planned output indicator Area (ha) under agri-environment-climate for
carbon sequestration increased from 60 to 70, in total increase of 16,67%

¢ In Focus Area 6A value of planned output indicator Nr of beneficiaries (holdings) receiving start up
aid/support for investment in non-agricultural activities in rural areas (6.2 and 6.4) increased from
975 to 1230, in total increase of 26,15%

In Focus Area 6B value of planned output indicator Nr of operations of support for investments in local
basic services for the rural population (7.4) increased from 325 to 365, in total increase of 12,31%.

1.1.5.1.4. Relationship between the change and the PA

The Partnership Agreement will be amended as per the updated financial plan and indicator tables.
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2. MEMBER STATE OR ADMINISTRATIVE REGION
2.1. Geographical area covered by the programme

Geographical Area:

HR - National

Description:

Croatia is situated in south-east Europe and its total area covers 87.661 km?, of which 56.594 km? are land
(including island landmass) and 31.067 km? are the territorial sea and internal waters. The land border is
2.028 km long and the coastline is 1.777 km long. There are 1.246 islands, islets, rocks and reefs along the
Adriatic Sea coast, 48 islands of which are inhabited. The length of the island coastline is 4.058 km.

In 2012, close to 80% of Croatia's land area was classified as predominantly rural, considerably more than
the EU-27 average of 51,3%. More precisely, according to Eurostat urban/rural typology, 79,1% of
Croatia’s land area is classified as being predominantly rural and 19,8% as intermediate while only 1,1 %
(CI-3) of the area is classified as predominately urban categorized by NUT-3 level regions. In same year,
56,7 % of the population lived in predominantly rural regions again significantly higher than the EU-27
average of 22,3%.

For the implementation of RDP 2014 — 2020 and the determination of the rural area at programme level, a
special study was conducted by an independent expert (Annex 1). In accordance with one of the proposed
models, the rural area at programme level is defined as the whole territory of Croatia with the exclusion of
the administrative centers of four cities (Zagreb, Split, Rijeka and Osijek). A total of 3.217.117 inhabitants
(75,08% of total population) and 56.164 km? of the rural area (99,24% of total territory) are covered by this
definition.

The RDP 2014 — 2020 ensures a uniform application of the rural development policy throughout the rural
territory of Croatia by the definition of a single programme for entire territory. RDP is implemented
throughout the whole territory of Croatia, whereas only rural development measures (6.2, 6.4, 7) are
implemented in the rural area at programme level. Both Croatia’s NUT-2 level statistical regions are
considered as less developed regions and the same EAFRD contribution rate is used for the whole
geographical area covered by the programme.

2.2. Classification of the region

Description:

In administrative terms, the Republic of Croatia is divided into 21 regional self-government units equivalent
to NUTS 3 level; 20 of these units are counties and the City of Zagreb is a separate administrative unit.
There are 556 local self-government units, 127 of which are classified as cities and 429 as municipalities,
according to the Act on Local and Regional self-government units (OG 33/01, 60/01, 129/05, 109/07,
125/08, 36/09, 150/11, 144/12, 19/13).
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Statistically speaking, the Republic of Croatia is divided into two NUTS 2 regions:

e Continental Croatia, which includes 14 NUTS 3 regions: Zagreb, Krapina-Zagorje, Varazdin,
Koprivnica-Krizevci, Medimurje, Bjelovar-Bilogora, Virovitica-Podravina, PoZega-Slavonija, Brod-
Posavina, Osijek-Baranja, Vukovar-Srijem, Karlovac, and Sisak-Moslavina County, as well as the
City of Zagreb;

e Adriatic Croatia, which includes 7 NUTS 3 regions: Primorje-Gorski Kotar, Lika-Senj, Zadar,
Sibenik-Knin, Split-Dalmacija, Istra, and Dubrovnik-Neretva County.

Figure 1 shows the territorial division of the statistical regions of the Republic of Croatia.

Republic of Croatis
Croatian Bureau of Statistics

Classification of Territorial Units for Statistics ( NUTS)

population
Statistical Regions level 2 (NUTS 2)

2960 157

population
N 1468921

Legend

2 statistical regions
{level region)

- Continental Croatia
[ | Adriatic Croatia

B = - ‘
County centre 3 _
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Figure 1: Territorial division into statistical regions
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3. EX-ANTE EVALUATION

3.1. Description of the process, including timing of main events, intermediate reports, in relation to
the key stages of RDP development.

In November 2012, the Central Finance and Contracting Agency published a call for public tender for the
IPA 2009 FWC project "Support for preparing the Rural Development Programme 2014-2020", the planned
scope of which included the ex-ante evaluation of the Rural Development Programme 2014-2020.
Agreement No 2009-0404-011501 was concluded in December 2012 between the Central Finance and
Contracting Agency (contracting party) and the company Cardno Agrisystems, UK (contractor).

The project assignment was to conduct an ex-ante evaluation of the Programme and a strategic
environmental assessment (SEA). The ex-ante evaluation is an integral part of programming and its
objective is to contribute to the quality of programme design.

The inception meeting between the beneficiary and the contractor was held on 03 January 2013. Between
February 2013 and April 2014 the independent evaluators conducted additional missions in the Republic of
Croatia (11-15 March 2013; 03-05 June 2013; 09-18 September 2013; 29-31 October 2013; 28-30 April
2014).

The ex-ante evaluation has been monitored by a Project Steering Group (PSG). The PSG consists of
representatives from the Central Finance and Contracting Agency (CFCA), the Ministry of Agriculture
(MoA) and the Evaluation Team) ET in order to monitor project implementation from the point of view of
project administration.

The ex-ante evaluation was conducted in three stages: bilateral meetings with employees of the Ministry of
Agriculture regarding RDP chapters and measures, and a programming workshop; collecting data and
interviewing potential beneficiaries and other participants; periodic delivery of recommendations and
reporting (including a presentation of the draft Report).

The Evaluation Team devoted particular attention to:

e assessing the status of the areas in which the RDP is to be applied (use of context indicators;
agriculture and food production and food processing industry; forestry sector; environmental and
nature status; rural tourism; infrastructure; SWOT analysis; estimation of needs);

e relevance, and internal and external coherence of the RDP (alignment with the EU 2020 Strategy;
assessing of RDP strategy and intervention logic; proposed support per measure; role of selected
measures in achieving objectives; consistency of financial allocations and objectives; assessing of
LEADER (CLLD) implementation; assessing of the National Rural Network, technical assistance);

e measuring RDP progress and results (assessing of the monitoring and evaluation system, and the
Evaluation Plan);

e assessing of the planned arrangements for programme implementation and for the inclusion of
participants.

The complete Draft Ex-ante Evaluation Report was delivered in October 2013, the final Ex-ante Evaluation
report was delivered in December 2013 and revised Final Ex-ante Evaluation Report was delivered by
Cardno to the MoA on 28 May 2014.
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Preparation of the SEA was done parallel to the ex-ante evaluation. In October 2013 a consultation process
of the Programme and its SEA report with relevant bodies started (see Annex III b). The complete first draft
SEA report was delivered in March 2014 and the Final draft SEA report on the 28 May 2014. In the period
from 13 June to 12 July 2014, public consultation was organized on the SEA report and the draft rural
development programme in accordance with Article 6 of the SEA Directive. The copy of the SEA Report
was displayed in the premises of the Ministry of Agriculture and the electronic version on their Web page
for public inspection, for a period of 30 days (13 June to 12 July 2014). A public presentation of the SEA
Report was held on 18 June 2014 in the Ministry of Agriculture and comments received during the public
debate were taken into account by the Consultant in the final SEA Report that was submitted in English and
Croatian on 16 July 2014. A few comments were received and the SEA duly revised. The Final SEA report
was delivered in July 2014. Detailed list of recommendation are presented in chapter 3.2 and two separate
reports (Final Ex-ante Evaluation Report (Annex II) and Final SEA report (Annex III a)) are attached in
chapter 3.3.
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3.2. Structured table containing the recommendations of the ex-ante evaluation and how they have

been addressed.

Title (or reference) of the | Category of recommendation Date

recommendation

R _001; R _002; R_003: Introduction | Other 18/12/2013

R 004; R 005; R 006; R 007: | The SWOT analysis, needs | 18/12/2013

General information and Socio- | assessment

economic indicators

R 008; R 009; R 010; R O11; | The SWOT analysis, needs | 18/12/2013

R 012; R _013: Social indicators assessment

R 014; R 015; R 016; R 017;| The SWOT analysis, needs | 18/12/2013

R 018; R 019: Economic | assessment

indicators

R 020; R 021; R 022: Economic | The = SWOT  analysis, needs | 18/12/2013

indicators assessment

R 023; R 024; R _025: Gender | Other 18/12/2013

Equality

R 026; R 027; R 028; R 029: | The SWOT analysis, needs | 18/12/2013

Rural tourism assessment

R 030; R _031: LEADER The SWOT analysis, needs | 18/12/2013
assessment

R _032: NRNs Programme implementing | 18/12/2013
arrangements

R 033: Agriculture - operational | Other 18/12/2013

definitions

R 034; R 035: Agriculture and | The SWOT analysis, needs | 18/12/2013

Food Industry - analysis assessment

R 036; R 037; R 038; R 039; | The SWOT analysis, needs | 18/12/2013

R _040: Agriculture assessment

R 041; R 042; R 043; R 044: | The SWOT analysis, needs | 18/12/2013

Natural resources assessment

R _045; R _046; R_047: Agricultural | The = SWOT  analysis, needs | 18/12/2013

population assessment
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R 048: Adult education system - | The SWOT analysis, needs | 18/12/2013
lifelong learning assessment

R 049; R 050; R _051: Agricultural | The = SWOT  analysis, needs | 18/12/2013
advisory service assessment

R 052; R 053; R 054; R 055;| The SWOT analysis, needs | 18/12/2013
R _056: Impact of agriculture on soil | assessment

and water

R 057; R _058: Agricultural | The SWOT  analysis, needs | 18/12/2013
environment - Greenhouse gas | assessment

emissions and Natura 2000

R 059; R 060; R 061; R 062; | The SWOT analysis, needs | 18/12/2013
R _063: Agricultural production assessment

R 064; R 065; R 066: Food|The SWOT analysis, needs | 18/12/2013
processing industry assessment

R 067; R _068; R 069: Forestry and | The = SWOT  analysis, needs | 18/12/2013
the wood industry assessment

R 070; R _071; R_072: Forestry and | The = SWOT  analysis, needs | 18/12/2013
the wood industry assessment

R 073; R 074; R 076; R 078: | The SWOT analysis, needs | 18/12/2013
SWOT - situation analysis and | assessment

needs assessment

R 075; R 077: SWOT - | Construction of the intervention | 18/12/2013
intervention logic logic

R 079; R 080; R 081: Pre- | Other 18/12/2013
Accession  Rural  Development

Programmes (SAPARD, IPARD)

R 082; R 083; R 084; R 085; | Construction of the intervention | 18/12/2013
R _086: Strategy logic

R 087: Ex-Ante Conditionality - | Programme implementing | 18/12/2013
updating arrangements

R 088; R 089: Performance | Establishment of targets, | 18/12/2013
framework distribution of financial allocations

R 090; R 091; R 094; R 095: | Construction of the intervention | 18/12/2013

Measures - general

logic
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R 092; R _093: Measures Establishment of targets, | 18/12/2013
distribution of financial allocations

R 096: M 1 - beneficiaries Construction of the intervention | 18/12/2013
logic

R 097: M 1 - complementarity of | Programme implementing | 18/12/2013

the funding arrangements

R 098: M 1 - support levels Establishment of targets, | 18/12/2013
distribution of financial allocations

R 099; R 101: M 2 — financial | Establishment of targets, | 18/12/2013

allocations and support rates distribution of financial allocations

R 100: M 2 - clarifying | Construction of the intervention | 18/12/2013

beneficiaries logic

R 102; R _103: M 3 - feasibility of | Construction of the intervention | 18/12/2013

schemes and marking of the | logic

products

R _104: M 3 - intensity of aid Establishment of targets, | 18/12/2013
distribution of financial allocations

R 105; R 106; R 107; R _109; | Construction of the intervention | 18/12/2013

R 110; R 115: M 4 - eligibility | logic

conditions and eligible investments

R 108;R 111: M 4 - finances Establishment of targets, | 18/12/2013
distribution of financial allocations

R 112; R 113; R 114: M 4 —other | Construction of the intervention | 18/12/2013
logic

R 116; R 117; R _118; R 119; | Construction of the intervention | 18/12/2013

R 120: M 6 logic

R 121; R 122; R 123: M 7 - link | Construction of the intervention | 18/12/2013

with other measures and eligible | logic

investments

R 124: M 7 - level of support rates | Establishment of targets, | 18/12/2013
distribution of financial allocations

R 125; R 126; R _127; R 130; | Construction of the intervention | 18/12/2013

R _131; R 132: M 8 - general logic

R 128; R 129; R 133: M 8 - | Establishment of targets, | 18/12/2013
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amount of support and targets

distribution of financial allocations

R 134;R 135: M9 Construction of the intervention | 18/12/2013
logic

R 136; R 137; R _138; R 139: M | Construction of the intervention | 18/12/2013

10 - general logic

R 140; R 141; R _143; R 144; | Construction of the intervention | 18/12/2013

R 145: M 10 — other sub-measures | logic

R 142: M10 - “Preservation of | Construction of the intervention | 18/12/2013

autochthonous and protected | logic

agricultural plant species and

cultivars”- selection criteria(10.2)

R 146; R 147; R 148: M 10 - | Construction of the intervention | 18/12/2013

“Reduced fertilisation” and | logic

“integrated plant protection”

R 149; R 150; R _151: M11 Construction of the intervention | 18/12/2013
logic

R 152; R 153: M 17 Construction of the intervention | 18/12/2013
logic

R 154: M 19 - targeting Construction of the intervention | 18/12/2013
logic

R _155: M 20 - eligibility criteria | Programme implementing | 18/12/2013

and eligible investments arrangements

R 156; R 157; R 158: National | Programme implementing | 18/12/2013

Rural Network (NRN) arrangements

R 159; R 160; R _161; R 162: | Construction of the intervention | 18/12/2013

Innovation logic

R 163; R _166: Monitoring and | Programme implementing | 18/12/2013

Evaluation - lessons learnt arrangements

R 164; R 165; R 168; R _169; | Programme implementing | 18/12/2013

R 172; R _173; R _174: Monitoring | arrangements

and Evaluation - governance and

data collection

R 167; R 170; R 171; R_175; | Programme implementing | 18/12/2013

R _176: Monitoring and Evaluation - | arrangements

the objectives and activities of the
Evaluation Plan
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R 177; R _178; R _179: Finances Establishment of targets, | 18/12/2013
distribution of financial allocations

R _180: Indicator Plan Establishment of targets, | 18/12/2013
distribution of financial allocations

R 181; R 182; R 183; R 184; | Programme implementing | 18/12/2013

R _185: Programme implementation | arrangements

R 186; R 187; R _188; R 189; | Other 18/12/2013

R 190; R 191; R _192: Partnership

and Consultation - collaboration

with stakeholders

R 193: Partnership and | Programme implementing | 18/12/2013

Consultation - technical | arrangements

requirements

R 194; R 195; R _197: Gender | Other 18/12/2013

equality and the prevention of

discrimination - separate chapter

R 196: Gender equality and the | The @ SWOT  analysis, needs | 18/12/2013

prevention of discrimination - | assessment

SWOT

SEA 1: Assessment of the effects | SEA specific recommendations 15/07/2014

of certain plans and programmes on

the environment

SEA 2: Ecological network SEA specific recommendations 15/07/2014

SEA 3: Monitoring - AE SEA specific recommendations 15/07/2014

3.2.1.R _001; R _002; R 003: Introduction

Category of recommendation: Other
Date: 18/12/2013

Topic: Introduction — acronyms and abbreviations (1); glossary (2); Introductory chapter (3)

Description of the recommendation

(1) The team recommends including a section on acronyms and abbreviations prior to the introductory

chapter.

(2) The team recommends including a glossary in which key terms are adequately defined prior to the
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introductory chapter.

(3) The team recommends mentioning in the introductory chapter, immediately after the priorities, how
many measures will be implemented and when.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted
(1) Since the SFC template does not foresee a separate chapter on acronyms and abbreviations, this issue is
horizontally addressed through the RDP.

(2) Since the SFC template does not foresee a separate section of the glossary, this issue is horizontally
addressed through the RDP.

Not accepted
(3) Since the SFC template does not foresee an introductory chapter, information was instead provided in
chapter 5: Description of the Strategy.

3.2.2.R _004; R _005; R _006; R_007: General information and Socio-economic indicators

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: General information - classification of the region (1); terminology on rural areas (2); Socio-economic
indicators — title (3); common context indicators (4)

Description of the recommendation

(1) The team recommends reintroducing the main points from the section “State in NUTS 2, which has
been removed from this version of the RDP, into the chapter “Administrative/territorial organisation and
statistical division”.

(2) In the chapter “Rural areas of the Republic of Croatia” and throughout the draft RDP, varying
terminology on rural areas is used. The team recommends consistently adopting the terminology of the
OECD of predominantly rural, intermediate and predominantly urban areas.

(3) The title of chapter 2 is misleading. The team recommends changing it so that it reflects its status as part
of the overall ACS and not strictly a list of socio-economic indicators.

(4) The team recommends using relevant data for all common context indicators. Where data are not
available, the team recommends referring in the table to what is being considered and planned to allow the
MoA to collect the data at a later stage.
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How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Main points from the section “State in NUTS 2” were included in chapter 2.2: Classification of the
region.

(2) For the implementation of RDP 2014 — 2020 and determination of rural areas at programme level a
special study was conducted by an independent expert. According to the conducted study, a new definition
of rural areas at programme level has been agreed and will be used consistently throughout the programme.
A consistent terminology will be used in the programme, while the following two indicators will still be
used: CCI-3 according to Eurostat data (OECD methodology) and a programme-specific indicator according
to data relevant for the definition of rural areas at programme level.

(4) Throughout the text CCIs are now marked. All CCls are included in chapter 4.1.6 and all PSIs in 4.1.7.

Partially accepted

(3) In accordance with Commission guidance, the general description has been organised around the three
sections of the structured template for the CCls (socio-economic and rural situation; sectorial information;
environment/climate).

3.2.3.R _008; R _009; R 010; R 011; R 012; R _013: Social indicators

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Social indicators - population (natural increase rate) (1); definition of larger cities as rural areas (2);
population density (3); level of migration (4); educational situation (5); employment and unemployment (6)

Description of the recommendation

The team recommends:

(1) outlining the causes for a drop in the natural increase rate compared to the EU-27 as well as clarifying if
any regional and urban/rural variations exist;

(2) explaining why larger cities are defined as rural areas if this decision has been made deliberately;

(3) expanding on the issue of how the economic crisis and the earlier war have left their mark on rural areas
and what this means for population density. The last sentence on page 6 does not link back to previous
sentences;

(4) adding information, if possible, on whether the level of migration is higher from some areas compared to
others and why;

(5) updating the general data on the educational situation in Croatia emphasising the documentation of the
(expected) low level of education in rural versus urban areas;

(6) crosschecking the data on employment and unemployment and making sure that the figures are
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consistent. If the figures are right, please explain the differences between them.

How recommendation has been addressed or justification as to why not taken into account

Accepted.
(1) The reasons for the negative natural increase are outlined and regional/urban/rural variations are briefly
clarified on chapter 4.1.

(2) According to one of the proposed models, a rural area at RDP level is defined as the whole territory of
the Republic of Croatia with the exception of the four biggest cities (Zagreb, Split, Rijeka and Osijek). See
recommendation R_005: General information - terminology on rural areas

(3) This information is redrafted and described in chapter 4.1.
(4) Additional information was added in chapter 4.1.
(5) A section has been updated with relevant data on education from 2011, chapter 4.1.

(6) Information has been updated and included in chapter 4.1.

3.24.R 014;R 015;R 016; R 017; R_018; R_019: Economic indicators

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Economic indicators (1); analysis of agricultural sector (2); market shares (3); currency (4); waste
management (5); electric energy (6)

Description of the recommendation

The team recommends:

(1) Changing the header ‘economic indicators’ to reflect being part of the ACS and not simply a list of
indicators.

(2) Reflecting on and analysing the data provided on the agricultural sector in more detail in order to point
out the core needs of the sectors and the challenges they face. Option is to focus on the analysis in chapter 4
and to leave the more general description in this section of the RDP.

(3) Inserting data on the development in relative market shares for specific products and groups of products,
for example under chapter 4.7 “Agricultural production” and chapter 5 “Food processing”.

(4) Changing the currency from USD to HRK and €.

(5) Justifying support for municipal solid waste (vehicles, containers, cans) disposal by analysing the current
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situation in Croatia having in regard that no mention is made in this section (3.2.3) as a need and it is not
included in the SWOT, but it is clear from the measure for basic services in rural areas that it will be
supported.

(6) Expanding the analysis of the challenges and needs facing electric energy consumption, which is merely
outlined briefly in the section (3.2.3.) as well as clarifying how the RDP can support it.

How recommendation has been addressed or justification as to why not taken into account

Partially Accepted
(1) See recommendation R_006.

Accepted
(2) Information has been updated and included in chapter 4.1.1: General description of the programming
area

(3) A section has been updated with relevant data on market shares and included in chapter 4.1.

Not accepted
(4) The foreign trade balance is officially presented in USD which is commonly used.

(5) Waste management (disposal of municipal solid waste) will not be supported under the measure for
basic services in rural areas.

(6) The opinion of the MoA is that such detailed information is not relevant.
Also, FA 5B is not chosen, as the RDP programed focus will be towards renewable energy sources (RES).
In general modernisation and new technology update will improve energy efficiency.

3.2.5.R 020; R _021; R _022: Economic indicators

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Economic indicators - renewable energy sources (1); communication infrastructure (2); rural
infrastructure (3)

Description of the recommendation

(1) It 1s highly recommended to forge the link between section 3.2.3 and the measure sheet. If renewable
energy sources are to be supported, it is necessary to identify why doing so is important and this is not done
in the current draft RDP.

(2) In relation to communication infrastructure, reference is made to 2009 Eurostat data. The team
recommends applying 2011 figures from the Population Census instead, as figures on internet coverage
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change relatively quickly.

(3) The team recommends improving the justification for the need for support to rural infrastructure
(presently 5 lines).

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) More detailed justification for support is described in chapter 4.2: Identification of needs.

(2) More recent data has been used (2012).

(3) More detailed justification for support is provided in chapter 4.

3.2.6. R _023; R 024; R 025: Gender Equality

Category of recommendation: Other
Date: 18/12/2013
Topic: Gender Equality - survey (1); women’s entrepreneurship (2); lessons learnt (3)

Description of the recommendation

(1) On page 18 in the second section, reference is made to a survey conducted in Croatia in 2012 titled “101
Questions for Women in Rural Areas”. The team recommends including the results of the survey and an
indication of any planned follow-up actions.

(2) The team recommends including percentages on women’s entrepreneurship in Croatia and in rural areas
in the section on gender equality.

(3) The team recommends including lessons learnt and experiences involving women under the IPARD and
SAPARD programmes, if possible.

How recommendation has been addressed or justification as to why not taken into account

Not Accepted
(1) The SFC template does not foresee such detailed information and it is additionally the opinion of the
MoA that such information is not relevant.

Accepted
(2) Since the SFC template does not foresee a separate chapter on gender equality, this issue is horizontally
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addressed through the RDP.

(3) Since the SFC template does not foresee a chapter on the effects of pre-accession rural development
programmes (SAPARD, IPARD), links to relevant information (Annual IPARD implementation reports and
IPARD evaluation reports) are incorporated into the chapter on the Evaluation Plan.

3.2.7.R _026; R 027; R_028; R _029: Rural tourism

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Rural tourism (1); data and figures (2); current situation and the needs (3); coordination (4)

Description of the recommendation

(1) The subsection on “the importance of rural tourism” is very generic and does not reflect the Croatian
context. The team recommends redrafting and integrating it into the subsection on “current status and
interest”.

(2) The team recommends including data on the current situation for rural tourism.

2% <¢

(3) The intent and purpose of the subsectors “current status and interest”, “requirements and factors for
development of rural tourism” and ““agritourism aspects of rural tourism” are not clear. They contain no
information on the current situation, and the text seems to have been extracted from other documents. The
team recommends rewriting with a focus on outlining the current situation in Croatia and determining the
needs of rural tourism in a Croatian context.

(4) The team recommends co-ordinating the development of rural tourism issues with the Ministry of
Tourism. How does the RDP fit into the Croatian Development Tourist Strategy to 2020? A number of
“tourism product developments” are described in this strategy of which several are of interest to rural
development.

How recommendation has been addressed or justification as to why not taken into account

Accepted.
(1); (2); (3) This section has been redrafted and included in SWOT analysis.

(4) Coordination and cooperation takes place between the Ministries of Tourism and Agriculture. One of the
10 basic principles of the Croatian Tourism Development Strategy to 2020 is to “develop tourism
throughout the entire territory” of the country. The use of tourism to initiate the development of rural areas
must thus be one of the key drivers of overall development. See chapter 4.
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3.2.8.R 030; R_031: LEADER

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: LEADER (1); coverage of LAGs (2)

Description of the recommendation

(1) In order to improve the structure and thereby the readability of the LEADER section, it is recommended
to insert a number of sub-headings, such as “LEADER in Croatia today”, “LEADER in the [PARD
framework™ and “Definition of LAGs”.

(2) The team recommends checking the figures provided on the coverage of LAGs throughout the Croatian
territory. The text cites this as 69%, but during the team’s interview with the NRN, it was informed of a
75% coverage.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted
(1) As a chapter on this is not foreseen in the SFC template, this information is presented through other
chapters in the RDP.

(2) Data are clarified in chapter 4.2. Coverage of 69% of Croatian territory is by selected LAGs through
IPARD programme. When all LAGs (selected and not selected) are included, coverage is higher as the
process of establishing new LAGs is on going.

3.2.9.R_032: NRNs

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: NRNs

Description of the recommendation

The team recommends including information on the issue that Croatia has two NRNs, both members of the
European LEADER Network, and, if possible, describing their functions.

How recommendation has been addressed or justification as to why not taken into account

Accepted
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This is described in chapter 17: National Rural Network (in line with the SFC template).

3.2.10. R _033: Agriculture - operational definitions

Category of recommendation: Other
Date: 18/12/2013
Topic: Agriculture - operational definitions

Description of the recommendation

The team recommends considering and including operational definitions of the two core concepts of
“competitiveness” and “farm viability” in the RD policy and adding some text to the RDP in which the
concepts are defined and described (cf. recommendation 2).

How recommendation has been addressed or justification as to why not taken into account

Partially accepted
Analysis of data influencing competitiveness and farm viability has been enhanced throughout the
intervention logic applied.

3.2.11. R _034; R _035: Agriculture and Food Industry - analysis

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Agriculture - analysis (1); Food Industry — analysis (2)

Description of the recommendation

(1) The team recommends strengthening the analytical element of the ACS text on agriculture, which at
present is mostly descriptive.

(2) It is recommended to strengthen the analysis of the topic of the organisation and integration of value
chains, since this is an important objective under priority 3 of the RD policy.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Analysis of data on the current situation was done to the extent permitted by the SFC template (as part of
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chapter 4.1.1). A comprehensive overall description is provided of the current situation in the programming
area, based on common and programme-specific context indicators.

Partially accepted
(2) The specific conditions in Croatia concerning the organisation of value chains are addressed in different
parts of the RDP, in particular in Need 12.

3.2.12. R 036; R _037; R _038; R _039; R 040: Agriculture

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Agriculture - crosschecking data (1); analysis of the core indicators/factors (2); agriculture holdings
(3); farm fragmentation (4); cooperatives (5)

Description of the recommendation

(1) The team recommends crosschecking all data in chapter 4.1. (3.1.) “Agriculture”.

(2) The general observation is that relevant data on core indicators/factors are presented, but not analysed,
and no causalities (drivers and effects) are mapped. The extent to which these data reflect and/or influence
competitiveness and farm viability is not discussed. The team recommends improving these analyses.

(3) The team recommends assessing the figures (along with the cause and effect) of the number of farm
holdings.

(4) The team recommends considering the inclusion of a section on farm fragmentation, since it is likely that
this problem is contributing to the small-scale farming problem. Also worthy of possible attention is the
functioning of the land market, since this is a basic problem for the sector and its resolution could in turn
help to solve the problems of small-scale farming and fragmentation.

(5) The team recommends expanding on the issue of a declining number of co-operatives. Are the
requirements too demanding? What are the requirements? Could something be done to address the problem
and what are its consequences?

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Cross-checked.

(2) The analysis has been improved in the various sections of Chapter 4 following the intervention logic and
the SFC template.
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(3) Structure of agricultural holdings has been described in more detail through SWOT analysis.
(4) This is addressed in more detail through SWOT analysis.

(5) Cooperatives has been described in more detail through SWOT analysis.

3.2.13. R 041; R _042; R _043; R_044: Natural resources

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Natural resources (1); agriculture land (2); state owned agricultural land (3); Water Framework
Directive (4)

Description of the recommendation

(1) It is recommended to focus on the description of natural resources rather than analysing possible RD
measures in the “natural resources” section.

(2) It is recommended to check the entire document for consistency of data on agricultural areas (total and
UAA) as the current version includes different figures. Chapter 4.2.1 on “agricultural land’ quotes
1,326,083 ha UAA and 2,695,037 total agricultural land; on page 130 it is 1,099,590 ha; in Table 22 there is
also a figure of 1,099,590 ha; in Table 30 it is 3,130,317 ha, in Table 31 it is 3,212,294 ha.

(3) The team recommends inserting a table with up-to-date figures on state-owned agricultural land,
including total ha sold, leased, and still available. It is also recommended to provide the same figures on
agricultural land operated by the Lands Fund.

(4) The team recommends describing the current status of implementation of the Water Framework
Directive in the 4.2.3. “Water resources” section.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) This is addressed in more detail through SWOT analysis.

(2) Checked and changed.
(4) Information has been included in chapter 4.

Not accepted
(3) No data are available.
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3.2.14. R_045; R_046; R_047: Agricultural population

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Agricultural population - hidden employment (1); education (2); educational delivery system (3)

Description of the recommendation

(1) The team recommends expanding on the issue of hidden employment in the agricultural sector due to the
small average size of farms. It is not clear how big this problem is or how it can be addressed.

(2) The team recommends including an analysis of the schools engaged in agricultural education, their
performance, and the challenges faced by these and other institutions.

(3) The team recommends addressing the challenge of developing the educational delivery system and
meeting the needs of the rural population for lifelong learning in close co-operation with the AAS and NIS.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Changed as recommended
(3) This is addressed in more detail in chapter 4.

Not accepted

(2) This is not present in the general description and the RDP will not resolve the wider question of the
availability of agricultural vocational training. The updating of vocational training programmes in Croatia
will be covered by the ESF.

3.2.15. R_048: Adult education system - lifelong learning

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Adult education system - lifelong learning

Description of the recommendation

In section 4.2 on the adult education system, it is recommended to reconsider the concept of lifelong
learning and the role of VET in the light of RD objectives, in order to assess the need for an enhanced effort
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in the sector.

How recommendation has been addressed or justification as to why not taken into account

Accepted
This is addressed in more detail in chapter 4.

3.2.16. R_049; R_050; R_051: Agricultural advisory service

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Agricultural advisory service - analysis (1); activities (2); reorganising the text (3)

Description of the recommendation

(1) The team recommends substantiating the text concerning the AAS and preparing a comprehensive
analysis of the service.

(2) It is recommended to include a presentation of the activities of the AAS (at least in terms of outputs
delivered),e.g. seminars and workshops produced, informative material, training sessions, field
demonstrations, visits to farmers etc. Data on the results and impact of AAS activities for assisted farmers
could also be presented if available.

(3) The AAS is the only topic presented in a SWOT format with strengths and weaknesses. The team
recommends reorganising the text in an alternative format.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) A description of advisory capacity has been included in chapter 5.5 (in line with the SFC template). It
should be noted the Advisory Service now encompasses Forestry and is renamed.

(2) A description of publicity arrangements (including the role of the AS) has been included in chapter 15.3
(in line with the SFC template).

(3) The AS is described in line with the SFC template, in particular in section 5.5.
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3.2.17.R_052; R _053; R _054; R _055; R_056: Impact of agriculture on soil and water

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Impact of agriculture on soil and water - mineral fertiliser consumption and total nutrient
consumption (1); fertiliser consumption data (2); discharge of manure originating from livestock farming
(3); vulnerable area (4); soil erosion (5)

Description of the recommendation

It is recommended to:

(1) provide data on both total mineral fertiliser consumption and total nutrient consumption per ha of UAA
(for each of the three key nutrients N, P205 and K20) as well as to provide data on nutrient balance in
section 4.5.1.

(2) use fertiliser consumption data recently prepared for Eurostat by the expert committee involving
representatives of the MoA, MoE, EA, CBS, PA, Ekonerg and Petrokemija d.d. since data from the
Statistical Yearbook concern only consumption by legal entities and not by family farms.

(3) provide the following data on current storage capacities: (a) required storage capacity to accommodate
livestock manure according to good agricultural practice, expressed in m3; (b) current storage capacities for
farmyard manure and slurry (also expressed in m3); and (c) the percentage of producers who have access to
adequate facilities.

(4) describe the current monitoring system of surface and groundwater pollution caused by agricultural
activities with reference to EU requirements.

(5) express erosion risk (in t/ha/yr) for different regions and for the major uses of agricultural land) in the
section on soil erosion.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted

(1); (2); (3); (4); (5) Mostly no official data are available. This is addressed in chapter 4.1.6 (some proxies
are provided for CCI) and chapter 9 “Evaluation plan”. TA funds shall be allocated to set up an appropriate
monitoring and data system. TA funds shall be allocated to set up an appropriate monitoring and data
system as set out in the Evaluation Plan. The responsible institutions will be engaged to collect data,
especially for missing environmental context indicators, in order to establish the methodology and prepare
the set-up of the system by the end of 2015 for effective data collection from 2016. By the beginning of
2017, all CCIs and/or proxies will be provided (except in the justified cases, for example - data on the
conservation of agricultural habitats, which shall be guaranteed by 2019 in line with the obligations for the
Republic of Croatia). In the case of proxies, assessment shall be carried out to assure their adequacy.
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3.2.18. R_057; R_058: Agricultural environment - Greenhouse gas emissions and Natura 2000

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Agricultural environment - Greenhouse gas emissions (1); Natura 2000 (2)

Description of the recommendation

(1) It is recommended to explain the trend in CH4 emissions in the last seven years as well as trends in total
greenhouse gas emissions originating from Croatian agriculture.

(2) It is recommended to update this chapter to include data from new ordinance on the Natura 2000
ecological network and particularly the percentages of terrestrial and marine areas (which are not correct). It
is also recommended to provide data on the share of UAA under Natura 2000 as compared to the total
amount of UAA.

How recommendation has been addressed or justification as to why not taken into account

Partially accepted
(1) Total GHG emissions for 2010 and 2011 are given through SWOT analysis.

Accepted
(2) Detailed information on Natura 2000 areas is available through separate SEA report (see chapter 3.2.2.).

3.2.19. R _059; R_060; R_061; R 062; R 063: Agricultural production

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Agricultural production - economic importance of various products (1); analysis of the individual
products (2); drivers that stimulate development of the products and sub-sectors (3); analysis in the sub-
sectors (4); organic and integrated production (5)

Description of the recommendation

(1) The team recommends including information on economic data used to describe development in the
economic importance of various products in section 4.6.

(2) The team recommends preparing a stronger analysis based on production and consumption figures and
trade statistics for individual products to map the development in the relative market shares, first on the
domestic but also on the export market. The team recommends analysing individual products in more detail
rather than in large, homogeneous groups (such as “fruits and vegetables”).

(3) The team recommends enhancing the analysis of factors behind the development of the products and
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sub-sectors, i.e. drivers that stimulate the development and obstacles that block it.

(4) The team recommends strengthening the analysis of investment-related and other needs in the sub-
sectors, which has not been done for all products in enough detail.

(5) Figures on quantities produced organically should be checked since those presented suggest the average
yield for orchards is 292 kg per ha, for olive groves 75 kg per ha and for vineyards 733 kg grapes per ha,
etc. which seem very low.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1); (2); (4) This is addressed in more detail through SWOT analysis.

(3) The analysis has been improved in the various sections of Chapter 4 following the intervention logic and
the SFC template.

Partly accepted
(5) Analysis of data on the organic production was done to the extent permitted by the SFC template.

3.2.20. R_064; R_065; R_066: Food processing industry

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013
Topic: Food processing industry - competitiveness (1); value chains (2); quality schemes (3)

Description of the recommendation

(1) In the “Food processing industry” section, it is recommended to further analyse the competitiveness of
the individual products and the drivers behind the trends. It is also recommended to enhance the analysis of
the potential role of quality schemes.

(2) Value chain organisation is not addressed in this section. The topic is dealt with in the section on
agricultural production, but only to some extent and with some variation from sub-sector to sub-sector. The
topic may merit a separate section in the RDP and it is recommended that one be included in which the
integration and organisation of value chains is discussed at the level of both products and sub-sectors and
the challenges described and analysed.

(3) The team recommends that the text better argue the need for quality schemes. If quality products are to
play a bigger role in the future, it is necessary to make the case for support as solid as possible with the help
of data that show both the likely benefits for producers and consumer preferences.
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How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) This is addressed in more detail through SWOT analysis.

(3) This is addressed in more detail through chapter 4.

Partially accepted
(2) The specific conditions in Croatia concerning the organisation of value chains are addressed in different
parts of the RDP, in particular in Need 12. The specific limitation of the SFC template have been respected.

3.2.21. R 067; R _068; R _069: Forestry and the wood industry

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Forestry and the wood industry - types of forests and forest land (1); relevant common context
indicators in the forestry (2); biodiversity (3)

Description of the recommendation

(1) It is recommended to move data on different types of forests and forest land from the description of
Measure 26 to the section on ‘forestry and wood industry’.

(2) The team recommends including all relevant common context indicators in the forestry analysis. For
instance, a context indicator on total forest area should be complemented with separate figures for forest
area and transitional woodland shrub. Total number and % of total employment and labour productivity
(total GV A per full-time employee) should be included, and also the following environmental indicators
have to be added: share of Forests and Other Wooded Land (FOWL) protected to conserve biodiversity,
landscapes and specific natural elements; production of renewable energy from forestry and direct use of
energy in forestry.

(3) An intervention addressing the problem that there is a general lack of understanding of the importance
and impacts on biodiversity is described in the analysis. It is recommended to include a description of the
actual problem in this sectoral analysis rather than describe the intervention.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Data on different types of forests and forest land have been moved within a very limited SFC
framework.

(2) Changed as recommended.

Partially accepted
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(3) Sustainable forest management, as described under forestry analysis notes biodiversity and impacts on it
as one of the core SFM principles. Due to the SFC framework, it is of only limited scientific detail and
describes the role and importance of biodiversity in forest ecosystems.

3.2.22. R 070; R_071; R_072: Forestry and the wood industry

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: Forestry and the wood industry — needs (1); Homeland War (2); employees working in wood
processing (3)

Description of the recommendation

(1) It is recommended to document the needs “to improve the quality of management, build and restore
forest roads, increase production and mobilise forest biomass, regulate the wood products market,
consolidate holdings and increase investments in improving resistance, environmental and long-term
economic values of private forests” described in the forestry section.

(2) It is recommended to include the amount of hectares that was under occupation during the Homeland
War, and the amount of forest that is now unsustainable.

(3) The team recommends explaining why the number of employees working in wood processing dropped
from 35,060 in 1990 to 10,839 in 2011. Also it is recommended in this context to add figures on turnover,
GVA, and GVA/AWU.

How recommendation has been addressed or justification as to why not taken into account

Accepted

(1) Specific forestry needs are addressed in the form of thematic operations: improving the quality of
management, building forest roads and mobilising forest biomass under sub-measure 4.3. Support to
investment in infrastructure related to the development, modernisation and adjustment of agriculture and
forestry and the issues of the wood product market and the environmental and long-term economic value of
private forests will be addressed under two sub-measures: 8.5: Investments to improve the resilience and
environmental value of forest ecosystems and

8.6: Investments in forestry technologies and in the production and marketing of forest products.

(3) Measure 8: Investments in forest area development and the improvement of forest viability explains the
reasons behind the significant decrease in the number of workers employed in wood processing. These
mainly relate to the legacy of the Homeland war and the current economic transition to a market economy.

Partially accepted
(2) Data on the amount of mine-suspected forest and agricultural land has been included but demining of
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forests and forest land will not be covered by the RDP.

3.2.23.R 073; R _074; R _076; R _078: SWOT - situation analysis and needs assessment

Category of recommendation: The SWOT analysis, needs assessment
Date: 18/12/2013

Topic: SWOT - short summary of the ACS (1); per each of the 6 RD priorities (2); needs assessment (3);
access to water supply, sewage systems, wastewater treatment (4)

Description of the recommendation

(1) The team recommends including a short summary of the ACS above the SWOT section, where the
conclusions on each of the 6 rural development priorities are summarised. This will ensure that all RD
priority topics are addressed in the ACS.

(2) The team highly recommends reintroducing the SWOT from previous drafts of the RDP, in which one
SWOT was presented for each of the 6 RD priorities rather than one aggregated SWOT attempting to
address them all.

(3) The SWOT should be followed by a needs assessment in which the various strategic options and
challenges identified in the SWOT are prioritised. The current draft of the RDP does not include an explicit
needs assessment linking the ACS and the SWOT on one hand with the strategy and the prioritisation of
resources on the other. The team highly recommends including a needs assessment.

(4) The team recommends that the need for 1) improved access to water supply; i1) sewage systems and iii)
wastewater treatment be included in the SWOT as three independent weaknesses, each of which must be
targeted in the needs assessment section.

How recommendation has been addressed or justification as to why not taken into account

Accepted

(1) In line with the SFC template, a summary of the ACS is included under 4.1.1. It is a comprehensive
overall description of the current situation in the programming area, based on common and programme-
specific context indicators and qualitative information.

(3) The needs assessment is described in chapter 4.2: Identification of needs.

Partially accepted
(4) The access to basic utilities has been analysed in the SWOT - the access to water supply, sewage
systems, wastewater treatment for settlements under 2000 inhabitants shall be funded under the RDP.

Not accepted
(2) In line with Commission guidance and specific recommendations, repetition has been avoided and the
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SWOT tables have been organised around the three sections of the structured template for the CCls (socio-
economic and rural situation; sectorial information; environment/climate) to cover all priorities.

3.2.24.R _075; R_077: SWOT - intervention logic

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: SWOT - relation of topics (1); land ownership, small farms, small-scale processing, financial
engineering instruments (2)

Description of the recommendation

(1) The team also recommends specifying how the various topics of the SWOT relate to each other (i.e. the
internal and controllable S and W to the external, non-controllable O and T) and how this relation should be
addressed through potential strategic interventions.

(2) The team recommends including the following issues in the SWOT as they are of high importance to
Croatian agriculture: 1) Land ownership; 2) Small farms; 3) Small-scale processing; and 4) Financial
engineering instruments.

How recommendation has been addressed or justification as to why not taken into account

Accepted

(1) In line with SFC template, this has been included under 5.1 in the form of a justification of i) the needs
selected to be addressed by the RDP; and ii) the choice of objectives, priorities and focus areas based on
evidence from the SWOT and needs assessment.

Partly accepted
(2) Financial engineering instruments are planned to be involved in the second half of the programme period
(2017-2020). This is indicated in Section 8.1. The other issues have been included in the SWOT.

3.2.25.R 079; R_080; R_081: Pre-Accession Rural Development Programmes (SAPARD, IPARD)

Category of recommendation: Other
Date: 18/12/2013

Topic: Pre-Accession Rural Development Programmes (SAPARD, IPARD) - lessons learnt (1); “Shadow
report” (2); results of IPARD (3)

Description of the recommendation
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(1) The section on SAPARD provides very little information and the team recommends expanding it, e.g. by
adding more lessons learnt. Such information may include 1) whether any jobs were created or maintained;
11) whether Croatia has experienced an increase in productivity; 1ii) whether the beneficiaries were in
compliance with EU requirements upon project completion, etc. It is also recommended to add information
on how the 37 projects were distributed regionally and whether this distribution occurred as expected.

(2) The team recommends drastically shortening the section on IPARD by, among others, removing the text
from “measure 101 Investments in agricultural holdings to restructure and to upgrade to Community
Standards” (page 110) to the sub-section on page 114 “1.2.2 Results of implementation for the period
ending on 31 December 2012”. Instead, the team recommends including some of the findings from the
“Shadow report” prepared by the NRN in 2013.

(3) The team recommends including information on the results achieved through IPARD and ideally also on
impacts (e.g. figures on the average project size for each measure).

How recommendation has been addressed or justification as to why not taken into account

Accepted

(1) Since the SFC template does not foresee a chapter on the effects of pre-accession rural development
programmes (SAPARD, IPARD), a link to available information (i.e. the ex-post evaluation of SAPARD) is
incorporated into the chapter on the Evaluation Plan.

(2) Since the SFC template does not foresee a chapter on the effects of pre-accession rural development
programmes (SAPARD, IPARD), a link to available information (Shadow Report) is incorporated into the
chapter on the Evaluation Plan.

(3) Since the SFC template does not foresee a chapter on the effects of pre-accession rural development
programmes (SAPARD, IPARD), links to available information (Annual IPARD implementation reports
and IPARD evaluation reports) are incorporated into the chapter on the Evaluation Plan.

3.2.26. R 082; R 083; R 084; R 085; R 086: Strategy

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: Strategy - timing of the implementation of the measures (1); justification (2); land market, small
farms, small-scale processing, high-quality product (3); sub-programme for small farms (4); balance (5)

Description of the recommendation

(1) Rather than stating that all measures will be implemented from 2015, the team recommends stating that
their implementation will be planned in compliance with the build-up of administrative and management
capacities in the MA and PA.
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(2) The team recommends strengthening the ACS, SWOT and needs assessment and based on this,
enhancing the text in the section on the justification of strategies.

(3) The team recommends including an explicit focus on improving 1) the land market; i1) conditions for
small farms and iii) conditions for small-scale processing (including on-farm processing), as well as
interventions supporting the development of high-quality products beyond geographical indication.

(4) The team recommends including a thematic sub-programme for small farms in line with the option
provided by the draft regulation.

(5) The team recommends considering how to balance the strategy to fulfil objectives under all 6 priorities.
This is also relevant in the light of mutually exclusive objectives, such as increased labour productivity and
the creation of jobs.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) This has been included in chapter 5: Description of the strategy (in line with the SFC template).

(2) This has been included in chapter 5: Description of the strategy and in sub-chapter 5.1 in the form of a
justification of 1) the needs selected to be addressed by the RDP; and ii) the choice of objectives, priorities
and focus areas based on evidence from the SWOT and needs assessment (in line with the SFC template).

(3) (5) This has been included in chapter 5: Description of the strategy. The choice, combination and
justification of rural development measures have been listed for each focus area (in line with the SFC
template).

Not accepted

(4) Croatia will not include a thematic sub-programme for small farms but support for the development of
small farms has been envisaged through a specific type of operation. This is to avoid any unnecessary
increase in the administrative burden.

3.2.27. R_087: Ex-Ante Conditionality - updating

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: Ex-Ante Conditionality - updating

Description of the recommendation

The team recommends updating this chapter at a later stage and in accordance with the final text of Annex 4
of the RD regulation.
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How recommendation has been addressed or justification as to why not taken into account

Accepted
This has been updated and included as part of chapter 6: Assessment of ex-ante conditionalities (in line with
the SFC template).

3.2.28. R_088; R 089: Performance framework

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: Performance framework — headings (1); content of the table (2)

Description of the recommendation

(1) The empty table 93 “Efficiency of implementation” is organised according to axes. The team
recommends using the headings from the new regulation relating to priorities.

(2) The team also recommends including some short text explaining the content of the table once it has been
filled in.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) A template table from the SFC is used and presented in chapter 7. Description of the performance
framework.

Partly accepted
(2) This is done in line with the SFC template.

3.2.29.R 090; R _091; R _094; R _095: Measures - general

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: Measures - justification of the measures (1); objective hierarchies (2); assessment of the expected
environmental impact (3); payments in instalment (4)

Description of the recommendation
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(1) When the ACS is updated and enhanced, better justification may be included in the description of the
measures and more general text may be deleted. The team recommends reassessing the justification for each
measure once the ACS has been updated.

(2) The measures do not present an intervention logic or objective hierarchy (a presentation of the overall,
specific and operational objectives indicating that the intervention intends to generate certain impacts,
results and outputs). It is recommended to prepare and insert these hierarchies since they would provide the
reader with a very detailed and clear understanding of the idea behind the measure.

(3) For all investment measures and sub-measures, it is advised to add the following sentence: “Where the
investment is likely to have a negative effect on the environment, investment operations shall be preceded
by an assessment of the expected environmental impact in accordance with legislation specific to the type of
investment in question.”

(4) As regards payments in instalments, the team recommends indicating the maximum number of
instalments to be accepted.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Precise justification is included in the description of each measure.

(2) Structuring of the programme in line with the SFC template has improved the visibility and justifiability
of the intervention logic.

(3) Information concerning the obligations for EIA has been included in 8.1.

Partially Accepted

(4) Specific indications are made regarding the payment of advances in line with Regulatory provisions.
Further specification on instalments has not been made at programme level, but shall be taken into
consideration in Ordinances for specific types of operations.

3.2.30. R _092; R_093: Measures

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: Measures - quantification of objectives and targets (1); breakdown of financial budgets (2)

Description of the recommendation

(1) The team highly recommends adding the quantification of targets to each measure, which will also allow
for the preparation of the Indicator Plan.

(2) The team recommends disaggregating the budget by sub-measure in order to estimate the contributions
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made by each measure to focus areas and priorities.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted
(1) Targets for the measures have now been incorporated into the Indicator Plan in line with the SFC
template.

Accepted
(2) The budget is broken down by measure, type of operation and (indicatively) by Focus Area and will be
presented in chapter 10: Financing Plan.

3.2.31. R _096: M 1 - beneficiaries

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 1 - beneficiaries

Description of the recommendation

The team recommends clarifying under the “knowledge transfer and information” measure that training
needs apply not only to employees, but also to farm holders and managers in the sector.

How recommendation has been addressed or justification as to why not taken into account

Accepted

3.2.32. R _097: M 1 - complementarity of the funding

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: M 1 - complementarity of the funding

Description of the recommendation

The team recommends adding a description in the RDP on how overlaps in funding will be avoided and
control accomplished in relation to the funding of training and information activities not funded through
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other support schemes.

How recommendation has been addressed or justification as to why not taken into account

Accepted

3.2.33. R _098: M 1 - support levels

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: M 1 - support levels

Description of the recommendation

The team recommends clarifying how the support levels for the “knowledge transfer” measure have been
defined.

How recommendation has been addressed or justification as to why not taken into account

Accepted
These have been defined based on Commission guidance and the intervention logic. The programming of
this measure has followed this logic.

3.2.34.R _099; R _101: M 2 — financial allocations and support rates

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: M 2 - financial plan by sub-measure (1) and maximum support rate (2)

Description of the recommendation

(1) In the measure “Provision of advisory services”, the team recommends disaggregating the financial plan
by sub-measure.

(2) The team recommends reassessing the maximum support rate for the “Provision of advisory services”
measure (currently EUR 200.000 for three years for one advisor).
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How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) The Financial Plan breaks down the budget by measure, type of operation and Focus Area and is
presented in chapter 10.

(2) Changed as recommended.

3.2.35. R _100: M 2 - clarifying beneficiaries

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 2 - clarifying beneficiaries

Description of the recommendation

The team recommends clarifying whether legal entities in Croatia are registered to provide training of staff
of advisory services.

How recommendation has been addressed or justification as to why not taken into account

Accepted
Clarification on potential beneficiaries have been made in accordance with Commission guidance.

3.2.36. R_102; R _103: M 3 - feasibility of schemes and marking of the products

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M 3 - feasibility of schemes (1) and clarifying of marking of the product or foodstuff from a quality
scheme (2)

Description of the recommendation

(1) Regarding the measure “Quality schemes for agricultural products and foodstuffs”, the team
recommends conducting a small study of the costs and benefits experienced by the producers and processors
of the products already under the quality schemes.

(2) The team recommends clarifying whether a product or foodstuff from a quality scheme that is sold on
the market must be marked with 1) the national label of the quality scheme; ii) the EU label of the quality
scheme; iii) an indication that the product is used for a particular label; or iv) with a combination of all three
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labels.

How recommendation has been addressed or justification as to why not taken into account

Not Accepted

(1) Since financing of studies relating to new programming through current Technical Assistance measure
under IPARD is not allowed, MoA did not have the financial possibility to perform such studies.
Furthermore, quality marks are very recent in Croatia and a study would be premature.

Accepted
(2) Changed as recommended.

3.2.37. R _104: M 3 - intensity of aid

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: M 3 - intensity of aid

Description of the recommendation

The team recommends increasing the intensity of aid provided to informative activities under the measure
“Quality schemes for agricultural products and foodstuffs”, which is currently indicated to be 1,000 € per
beneficiary.

How recommendation has been addressed or justification as to why not taken into account

Accepted

3.2.38. R 105; R _106; R _107; R_109; R _110; R _115: M 4 - eligibility conditions and eligible investments

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 4 - eligibility conditions (1) (2); eligible investments (3)

Description of the recommendation

(1) It is indicated in the measure “Investments in tangible assets” that a standard economic output of EUR
1.200 per year for a small farm is at the edge of sustainability. The team recommends clarifying the impact
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of this statement in terms of eligibility for applicants.

(2) The team recommends clarifying whether it is correct that no limitations to eligibility are defined under
article 18.1. and 18.2.

(3) The team recommends being even more specific in defining criteria and terms under eligible investments
in order to avoid ambiguity.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) The size of the farm in terms of the economic standard output as the eligibility condition has been
excluded from the measure 4.

(2) Eligibility conditions have been specified.

(3) Eligible investments have been specified.

3.2.39.R_108; R 111: M 4 - finances

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: M 4 - support rate - 4.1 (1) and aid intensity - 4.2 (2)

Description of the recommendation

(1) The team recommends reconsidering both the lower and upper limit of the support rate of measure 18.1
in order to narrow the spectrum.

(2) The team recommends clarifying whether the increased aid intensity of 20% in article 18.2 (when an
applicant is part of an EIP project) equals an aid intensity of 70% of the total investment costs or an extra
20% of 50% = 60% in total.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted

(1) The lower and upper limits of the support rate have been established due to the structure of agricultural
production. Some further specifications have been made in ensuring the distribution of funds to further
respect the needs and the chosen Strategy.

Accepted
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(2) The aid intensity has been made explicit.

3.2.40.R_112; R_113;R_114: M 4 — other

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M 4 - irrigation system -4.3 (1); demarcations between articles 4.1 and 4.2 (2) and beneficiaries - 4.4
3)

Description of the recommendation

(1) Regarding sub-measure 18.3, the team recommends that in the case of irrigation, all conditions outlined
in article 46 of the RD regulation should be taken into account and investments brought into line with
Directive 2000/60/EC and the river basin management plan.

(2) The team recommends making clear demarcations between investments in infrastructure supported
under articles 18.1 and 18.2 in order to make it clear under which sub-measure beneficiaries should apply.

(3) Regarding article 18.4, the team recommends adding groups of farmers and other land managers as
eligible beneficiaries.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Specific reference is now made in the Measure to all requirements and conditions.

(2) This is now clearly demarcated.

(3) Changed as recommended.

32.41.R_116; R 117; R 118; R 119; R 120: M 6

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M 6 - objectives of the measure -6.3 (1); justification of the need for young farmers - 6.1 (2); link
with other measures (3); start up defining -6.1-(4); business plan (5)

Description of the recommendation

(1) Regarding the “Farm and business development” measure, the team recommends stating that the
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measure does not support investments in agricultural production that will only improve the self-sufficiency
of small farms (as is currently stated in the justification).

(2) The team recommends improving the justification and substantiating the description of the needs of
young farmers, an increased number of micro and small businesses and non-agricultural activities.

(3) The team recommends describing how the “Farm and business development” measure will interlink with
other measures.

(4) The team recommends defining a minimum size of farm that a young farmer is allowed to start up.

(5) The team recommends defining, for this measure and others, some general topics to be included in the
business plan.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) In accordance with the SFC template, the objectives of the measure are detailed and their contribution
described to various rural development priorities and focus areas.

(2) A better description has been included in chapter 4.2.
(3) Changed as recommended.
(4)This has been clearly stated in the conditions.

Partially accepted
(5) The general topics to be included in the business plan, as applicable, are established by the
Implementing Regulation.

3.2.42. R _121; R _122; R _123: M 7 - link with other measures and eligible investments

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M 7 - link with other measures (1); production of the renewable energy (2) and investments under
tourism infrastructure 7.4 (3)

Description of the recommendation

(1) The team recommends incorporating a section which outlines how the measure “Basic services and
village renewal in rural areas” should be linked (in terms of demarcation and complementarity) to other
measures (particularly LEADER) as well as to other ESI Funds.

(2) The team recommends moving the eligible investment “production of renewable energy to be primarily
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used by agricultural holdings™ to article 18.

(3) The team recommends broadening the list of investments under “investments in tourism infrastructure”.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Changed as recommended.
(2) This definition has been deleted from the measure on farm and business development.

(3) The list of investments in touristic infrastructure has been accordingly broadened.

3.2.43. R 124: M 7 - level of support rates

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: M 7 - level of support rates

Description of the recommendation

The team recommends clarifying how the support rates have been calculated and determined.

How recommendation has been addressed or justification as to why not taken into account

Accepted

3.2.44. R _125; R _126; R _127; R 130; R 131; R 132: M 8 - general

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M 8 - moving chapters with data (1), justification of the need (2); eligibility of investment (3);
competitive difficulties - 8.6 (4) and definition of the ‘non-wood products’ - 8.6 (5)

Description of the recommendation
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(1) The team recommends moving the data on different type of forests to the sectoral analysis

(2) It is stated that it is important to restore the main indigenous tree species such as oak and ash, which
have largely disappeared in private forests. It is not clear why this is necessary, and it should be clarified.

(3) In principle, eligible investments under the measure “Investments to improve the resilience and
environmental value of forest ecosystems” seem in accordance with the draft regulation and measure fiche.
However, some of the costs might not be acceptable and the team recommends checking this with DG Agri.

(4) The team recommends clarifying whether the competitive difficulties faced by small companies in pre-
industrial wood processing are related to the domestic international market or both. It is recommended that
this is covered in the sectorial analysis.

(5) “Promotion of wood and non-wood forest products” is stated as an objective of the “Investment in
forestry technologies...” measure. It is recommended to define ‘non-wood products’, and to consider
whether this wording may cause overlaps with other measures.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Changed as recommended.

(2) The following text is included: “Such stands are of poor resilience to current general climate change”
and this is approved as “why this restoration is necessary”. It is possible to develop additional explanations
if required.

(3) The MoA further discussed this with DG Agri.
(4) Changed as recommended.

(5) This is defined according to the National Forestry Act (wood and non-wood products). The opinion of
the MoA is that there are no overlaps with other measures.

3.2.45.R _128; R 129; R _133: M 8 - amount of support and targets

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: M 8 - amount of support (1); targets (2) and amount of support for 8.6 (3)

Description of the recommendation

(1) The maximum amount of support during the programme period per beneficiary seems to be rather high,
and the team recommends adding additional analysis and justification based on estimated per hectare costs
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of actions and number of potential private vs. public forest holders.

(2) The team recommends adding result and impact indictors to the “Investment to improve the resilience...”
measure.

(3) The team recommends including a calculation to justify the maximum amount of support during the
programme period per beneficiary under this measure (set to EUR 5.000.000), which seems somewhat high.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) The indicators have been appropriately examined.

Partially accepted
(2) Indicators will be presented in chapter 11 of RDP.

(3) Maximum amounts per specific cost category will be determined through the implementation of RDP
activities.

3.2.46.R_134;R_135: M9

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 9 - eligibility of physical investments (1); beneficiary (2)

Description of the recommendation

(1) For the “Setting up producer groups and organisations” measure, the team recommends clarifying
whether support can also be granted to physical investments, such as equipment and machinery (e.g. to
ready products for the market and help farmers prepare for sale).

(2) The team recommends explaining what timeline is foreseen in the case where a producer group must be
established in order to be eligible, yet support is available for the setting up of the producer group or
association.

How recommendation has been addressed or justification as to why not taken into account

Accepted

(1) The eligible costs are clearly specified in the Measure.
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(2) Changed as recommended.

3.2.47.R 136;R 137; R 138; R _139: M 10 - general

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M 10 - calculating payment rates (1); greening requirements (2); link between sub-measures and
other measures (3); eligibility criteria (4)

Description of the recommendation

(1) For the “agri-environment and climate” measure, the team recommends excluding the double funding of
greening practices when calculating the payments.

(2) The team recommends explaining the approach to greening requirements, once these are established.

(3) The team recommends including a table with possible combinations of measures and AECM sub-
measures as well as preparing text to explain their linkage to other measures.

(4) The team recommends following EC recommendations and considering collective beneficiaries (groups
consisting of farmers, other land managers or a mixture of the two) with or without joint legal status as
eligible for the AECM.

How recommendation has been addressed or justification as to why not taken into account

Partially accepted
(1) Croatia has not yet defined greening (this will be taken into account at a later stage).

(2) This will be added once the MoA makes the final decision on greening in Croatia.

(3)This has been implemented in accordance with the SFC template. A table of possible combinations of
types of operation within each measure has been added at the end of the text.

Not accepted
(4) Farmers’ associations are added as the only group with legal status. The potential inclusion of an ad hoc
group was discussed with the PA but it was concluded that this would be difficult to monitor.

3.2.48. R 140; R 141; R 143; R 144; R 145: M 10 — other sub-measures

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
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Topic: M10-Tilling and sowing on sloped terrain for arable annual plants(1); Maintenance of agricultural
terraces(2); Preservation of grasslands of high natural value(3); Preservation of landscape features (dry
stonewalls and hedges (4); Carp fish ponds(5)

Description of the recommendation

(1) Regarding the “Tilling and sowing on sloped terrain for arable annual plants” sub-measure, the team
recommends including data on arable areas with different slopes (including a map).

(2) The team recommends that the “Maintenance of agricultural terraces” sub-measure be financed under
article 18d.

(3) Regarding the sub-measure “Preservation of grasslands of high natural value”, the team recommends
including data on areas (including a map) of grassland of high natural value.

(4) The team recommends financing the maintenance and construction of new stonewalls and the
establishment of hedges under Article 18d from the sub-measure “preservation of landscape features — dry
stonewalls and hedges” instead.

(5) It is recommended to consider financing carp fish ponds under a separate “Carp fish ponds” measure
rather than under aquaculture. Carp fish ponds are regulated in Croatia as agricultural land and should thus
be eligible under this measure. Therefore, the team recommends developing this measure further in co-
operation with the Directorates of Fisheries and Nature Protection of the MoE.

How recommendation has been addressed or justification as to why not taken into account

Not accepted
(1) The MoA decided not to include any maps as agricultural land is expected to increase in 2015 (for which
maps and data will be prepared at some point by the PA).

(2) (4) AEM is only for maintenance. Establishment of hedges, etc. is covered in measure 4.4.
(5) DG Agri confirmed that this type of operation is not eligible under EAFRD.

Partly accepted
(3) The data and map will be prepared by the PA.

3.2.49. R_142: M10 - “Preservation of autochthonous and protected agricultural plant species and
cultivars”- selection criteria(10.2)

Category of recommendation: Construction of the intervention logic

Date: 18/12/2013
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Topic: M10 - “Preservation of autochthonous and protected agricultural plant species and cultivars” -
selection criteria (10.2)

Description of the recommendation

Regarding the sub-measure “Preservation of autochthonous and protected agricultural plant species and
cultivars”, the team recommends explaining the criteria for the selection of protected species and cultivars
defined by a prescribed list of protected breeds and cultivars of the National Programme for conservation
and sustainable use of plant genetic resources for food and agriculture in the Republic of Croatia.

How recommendation has been addressed or justification as to why not taken into account

Accepted
Both animal and plant species are now listed in the descriptions of operations proposed.

3.2.50. R _146; R_147; R_148: M 10 - “Reduced fertilisation” and “integrated plant protection”

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 10 - “Reduced fertilisation” and “integrated plant protection”

Description of the recommendation

(1) Regarding the sub-measure “Reduced fertilisation”, the team recommends considering whether this is in
fact an issue in Croatia. If so, the team recommends strengthening the justification for this sub-measure.

(2) Regarding the sub-measure “Integrated plant protection”, the team recommends bringing force majeure
conditions and the ex-ante assessment of the verifiability and controllability of measures into line with
Articles 47 and 69 of the RD Regulation.

(3) It is recommended to better specify commitments, particularly those that go beyond Directive
2009/128/EC on the sustainable use of pesticides.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) This has been deleted.

(2) Changed as recommended.

(3) Changed as recommended.
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3.2.51.R_149; R_150; R_151: M11

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: M11 - difference in support during the conversion period and maintenance period (1); - force
majeure conditions and the ex-ante assessment of the verifiability and controllability (2); complementarity
with M 3 (3)

Description of the recommendation

(1) In relation to the “Organic agricultural production” measure, the team recommends describing the
differences in support to the conversion period and maintenance period.

(2) The team recommends bringing force majeure conditions and ex-ante assessment of the verifiability and
controllability of the measure in line with Articles 47 and 69 of the RD Regulation.

(3) The team recommends checking for possible overlaps between payments under the “Organic agricultural
production” measure and those under Article 17.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Sub-measure has been divided into two types of operation.

(2) Changed as recommended.

(3) No overlaps exist.

3.2.52.R_152; R 153: M 17

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 17 - amount of support (1); justification (2)

Description of the recommendation

(1) Regarding the annual insurance policy under the measure for “Insuring crops, animals and plants”, the
team recommends clarifying how the various losses of an individual farmer in a given year will be
calculated.
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(2) The team recommends adjusting the text under the mutual funds measure to the Croatian context.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Changed as recommended.

Not Accepted
(2) Mutual funds will be included in later stage.

3.2.53. R _154: M 19 - targeting

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013
Topic: M 19 - targeting

Description of the recommendation

The team recommends that the majority of funds from the LEADER measure budget target the most
fundamental activities of the LAGs, e.g. capacity building and running costs.

How recommendation has been addressed or justification as to why not taken into account

Partly Accepted

Activities such as capacity building and running costs are fundamental activities, but experience from the
IPARD programme, allocations by IPARD and EC regulations suggest that the majority of LEADER
funding should not exclusively target such activities.

3.2.54. R_155: M 20 - eligibility criteria and eligible investments

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: M 20 - eligibility criteria and eligible investments

Description of the recommendation

As regards the TA measure, the team recommends rearranging the list of eligible investments so that, rather
than forming a long list, activities are clustered into a number of categories or themes (e.g. promotion
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activities, training activities, studies etc.).

How recommendation has been addressed or justification as to why not taken into account

Accepted
Based on the Commission Guidance, the section on “Technical assistance” has been rearranged.

3.2.55.R_156; R_157; R_158: National Rural Network (NRN)

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: National Rural Network (NRN) - additional information (1); structure (2); responsibilities (3)

Description of the recommendation

(1) The team recommends including information about 1) the allocation of financial support; 2)
implementation capacity; and 3) which arrangements are planned to include the wider public in the NRN
sub-chapter “Support to rural policy implementation”.

(2) The team recommends describing who the members of the NRN are (farmers, researchers, NGOs,
advisors, businesses etc.), and how they are selected.

(3) The team recommends expanding on the networking responsibilities of the NRN.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) (2) This is described in chapter 17: National Rural Network (in line with the SFC template).

Partly Accepted
(3) This is described in chapter 17: National Rural Network (in line with the SFC template).

3.2.56. R_159; R 160; R_161; R_162: Innovation

Category of recommendation: Construction of the intervention logic
Date: 18/12/2013

Topic: Innovation — definition (1); Croatian context (2); to operationalise the concept of innovation (3);
identifying problems and challenges (4)

67




Description of the recommendation

(1) The team highly recommends including a definition of innovation and of the national innovation system
in the RDP (possibly drawing inspiration from the Innovation Union Scoreboard (IUS).

(2) The team recommends adjusting the text in the innovation chapter to a Croatian context.

(3) The team recommends adopting a system in which the applicants themselves indicate in the application
form on a scale of 1 to 5 (or 10) how he/she assesses the novelty of the new product/process/technology/etc.
The novelty can be assessed internally as well as externally: i.e. is the project object a novelty for the
applicant and is the project a novelty for the market? This way, it is possible to assess the novelty level of
the project. The PA staff can check the self-assessment made by the applicant and correct it if necessary.

(4) The team recommends identifying the problems and challenges facing the stimulation of innovation in
agriculture and food processing and proposing solutions.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted
(1) Innovation issue is horizontally addressed throughout the RDP. Innovation through the RDP is specified
in Chapter 5 - cross-cutting issues.

(2) Since the SFC template does not foresee a separate chapter on innovation, this issue is horizontally
addressed through the RDP.

(3) Further development of selection criteria will address this issue.

Accepted
(4) This issue is horizontally addressed through the RDP. Specific needs for innovation are assessed across
EU priorities for rural development.

3.2.57.R_163; R_166: Monitoring and Evaluation - lessons learnt

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: Monitoring and Evaluation - Croatian context (1); lessons learnt from SAPARD and IPARD (2)

Description of the recommendation

(1) The team recommends concretising the chapter on M&E, which is not presently related to the Croatian
context. This process may include incorporating lessons learnt from SAPARD and IPARD and adding a
table that outlines the division of tasks between the Monitoring Committee, Managing Authority and Paying
Agency on M&E activities.
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(2) The team recommends integrating lessons learnt from SAPARD and IPARD into all sub-sections of the
Evaluation Plan in order to avoid repeating past administrative bottlenecks.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) The Evaluation plan has been revised and this recommendation incorporated under sub-chapter 9.2:
Governance and coordination (in line with the SFC template).

(2) This has been incorporated under Evaluation plan.

3.2.58. R 164; R 165; R 168; R 169; R _172; R _173; R _174: Monitoring and Evaluation - governance and
data collection

Category of recommendation: Programme implementing arrangements

Date: 18/12/2013

Topic: Monitoring and Evaluation - Monitoring Committee (1); “Evaluation Work Group” (2); contribution
of various actors (3); data and information (4)(5)(6)(7)

Description of the recommendation

(1) The team recommends incorporating a list of representatives into the section on the Monitoring
Committee, including a description of roles and voting rights.

(2) A description of the members and primary responsibilities of the “Evaluation Work Group” should be
included.

(3) The team recommends including information on how the various actors will contribute to M&E internal
tasks , tasks to be outsourced and to whom.

(4) The team recommends specifying how information will be collected for the MA to prepare and submit
monitoring information and annual report to the EC and MC.

(5) The team recommends explaining the link between the IT application forms in the , the measures’
objectives , M&E activities and indicators to ensure that the necessary questions are incorporated into the IT
application forms, payment claims and reporting requirements (or if additional surveys/external data
collection are required).

(6) The team recommends describing possible data collection bottlenecks and clarifying steps to avoid them.

(7) The team recommends defining how frequently the PA should submit data to the MA : bi-monthly
submission is recommended.
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How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) This has been incorporated under chapter 15.2: The envisaged composition of the Monitoring
Committee (in line with the SFC template).

(2) (3) This has been incorporated under EP, sub-chapter 9.2: Governance and coordination (in line with the
SFC template).

(4) (5) (6) (7) This has been incorporated under EP, sub-chapter 9.4: Data and information (in line with the
SFC template).

3.2.59.R_167; R _170; R_171; R_175; R_176: Monitoring and Evaluation - the objectives and activities of
the Evaluation Plan

Category of recommendation: Programme implementing arrangements

Date: 18/12/2013

Topic: Monitoring and Evaluation - the objectives and purpose of the Evaluation Plan (1); evaluation topics
and activities (2) (3) (4) (5)

Description of the recommendation

(1) The team recommends expanding the “Objectives and purpose of the EP” section, drawing inspiration
from the purpose of the EP as described in the guidelines.

(2) The team recommends describing the actual evaluation themes and activities in the corresponding
chapter (reflecting the RDP intervention logic and budgetary allocations).

(3) Two activities to be included in the EP are the ex-post evaluation of the previous period and the ex-ante
evaluation of the subsequent period (2021-2027), as these will require human and financial resources within
the 2014-2020 period.

(4) 13 impact indicators are listed as the focus of M&E. The team recommends narrowing the focus and
providing a brief justification for downgrading certain impact indicators. This information should be moved
to the sub-section “evaluation themes and topics”.

(5) In the “Additional result indicators™ section, only five result indicators are listed for monitoring of which
four are related to priority 5. The team recommends adjusting the selection of result indicators to correspond
with the overall strategic and financial priorities of the draft RDP.

How recommendation has been addressed or justification as to why not taken into account

70




Accepted
(1) This has been incorporated under EP, sub-chapter 9.1: Objectives and purpose (in line with the SFC
template).

(2) (3) This has been incorporated under EP, sub-chapters 9.3: Evaluation topics and activities, 9.5:
Timeline and 9.7: Resources (in line with the SFC template).

(4) (5) This has been incorporated under EP, sub-chapters 9.3: Evaluation topics and activities (in line with
the SFC template).

3.2.60. R 177; R _178; R _179: Finances

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013

Topic: Finances - 30% of the total public budget to P 4 and P 5 (1); budget by sub-measures (2);
justification for high allocation of funds for M 4 (3)

Description of the recommendation

(1) The team recommends adjusting the financial allocations so that the total contribution to priorities 4 and
5 equals 30% as required by the draft RD regulation.

(2) The team recommends that the budgets for the measures be disaggregated by sub-measure and operation
in order, among others, to illustrate how measures that do not come under priorities 4 and 5 may
nevertheless contribute to these priorities.

(3) The team recommends improving the justification for the high allocation of funds to article 18 and
accentuating the link from the ACS -> SWOT -> Needs assessment -> measure selection -> budgets.

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) This is visible from the chapter 10. Financial Plan (in line with the SFC template).

(2) This is visible from the chapter 10.Financial Plan and partly from the chapter 11. Indicator Plan (in line
with the SFC template).

(3) This issue is horizontally addressed through the RDP.
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3.2.61. R_180: Indicator Plan

Category of recommendation: Establishment of targets, distribution of financial allocations
Date: 18/12/2013
Topic: Indicator Plan

Description of the recommendation

For the completion of the Indicator Plan, the team recommends using each measure as the point of
departure. It is recommended to identify the indicators connected to each specific measure in order to reveal
which figures should be calculated in order to complete the Indicator Plan (see Annex 8 for a concrete
example based on article 18.1).

How recommendation has been addressed or justification as to why not taken into account

Accepted

Finalisation of the IP was done when all measures were finalised and resources were allocated to each
measure and type of operation. Selected measures are broken down into focus areas with planned outputs
and planned expenditure.

The IP is completely prepared in line with DG Agri instructions (Indicator Plan - excel tool).

3.2.62. R 181; R 182; R 183; R 184; R 185: Programme implementation

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: Programme implementation - Monitoring Committee (1); administrative capacity (2) (3) (4) (5)

Description of the recommendation

(1) The team recommends moving the previous section on the Monitoring Committee to this chapter as the
MC is also part of the operating structure. Otherwise, the team recommends referring to the section on the
Monitoring Committee in chapter 13.

(2) The team recommends considering the budgetary allocations for administration in the MoA and PA in
order to improve the implementation of the RDP 2014 —2020.

(3) The team recommends laying down a strategy for successful implementation in relation to administrative
capacity. There are substantial lessons to be learnt from the implementation of IPARD, which the MoA is
advised to include in the planning of administration.

(4) The team recommends preparing a workload and workflow analysis, not just for the PA as is currently
being drafted, but for the entire MoA in order to assess the number of staff needed over the coming years.

(5) The team recommends preparing solid training and capacity building of MoA and PA staff (new and
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present).

How recommendation has been addressed or justification as to why not taken into account

Accepted
(1) Included in chapter 15: Programme implementing arrangements (in line with the SFC template).

(2) Some amount of budgetary allocations for administration in the MoA and PA in order to improve the
implementation of the RDP 2014 — 2020 are already foreseen under chapter 15.6: Description of the use of
technical assistance (in line with the SFC template).

(3) Incorporated into chapter 15.1: Programme implementing arrangements; sub-chapter 15.1.2.1. Overall
description, including arrangements to ensure effective, efficient and coordinated implementation (in line
with the SFC template).

(5) These have been taken into account in Technical Assistance actions as described under chapter 15.6:
Description of the use of technical assistance (in line with the SFC template) and in the Evaluation Plan.

Partly accepted
(4) This will not form part of the programme as such, but will be done for the Managing Authority in later
stage and findings will be accordingly addressed.

3.2.63.R _186; R _187; R _188; R 189; R 190; R _191; R _192: Partnership and Consultation - collaboration
with stakeholders

Category of recommendation: Other

Date: 18/12/2013

Topic: Partnership and Consultation - inclusion of additional stakeholders (1) (2); Focus Groups according
to priorities (3); public presentations (4); extension of consultation activities (5); utilising potential of the
RDC (6); municipalities (7)

Description of the recommendation

(1) (2) The team recommends the inclusion of a number of stakeholders from civil society including
environmental partners, NGOs, and bodies responsible for promoting equality and non-discrimination and
from “economic and social partners”, specifically a farmers’ association and organic farmers’ association, in
the stakeholder consultation.

(3) The team recommends forming 4 Focus Groups according to priorities (one for priority 1, one for
priorities 2 & 3, one for priorities 4 & 5 and one for priority 6) and a Co-ordination Working Group to
ensure the representation of stakeholders whose interests are spread across all priorities.

(4) The team recommends more target-orientated public presentations following finalisation of measures
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and budget allocations.

(5) The team recommends extending consultation in terms of frequency of meetings and possibilities for
comment, e.g. internet forumsetc.

(6) The team recommends increased collaboration at the Rural Development Council including a one-week
time span for the release of discussed documents.

(7) The team recommends improving communication with municipalities where possible.

How recommendation has been addressed or justification as to why not taken into account

Accepted

(1) (2) The list of the representatives of the Rural Development Council have been reviewed and
accordingly extended. Most of the members from Rural Development Council will also be the members of
the MC. The complete list is presented in Chapter 15.2.

(4) More target-oriented public presentations will be organized after finalisation of the measures - in phase
of drafting implementing ordinance. Some target-oriented public presentations are already been
implemented throughout all rural territory, for example, for M 19 and their beneficiaries - LAGs

(5) On the MoA webpage a draft of the foreseen measures have been published and an e-mail address
(eafrd@mps.hr) activated for consultation activities.

(6) Changed as recommended.
(7) Changed as recommended.

Not Accepted
(3) Although the various groups for specific issues had close cooperation at all levels, the formalization of
groups could have negative impact on further burden of administration during the programming process.

3.2.64. R_193: Partnership and Consultation - technical requirements

Category of recommendation: Programme implementing arrangements
Date: 18/12/2013
Topic: Partnership and Consultation - technical requirements

Description of the recommendation

The team recommends adjusting the information in the “Partnership and Consultation Results” chapter in
compliance with technical requirements, including in particular the results of consultations and possible
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reasons for the rejection of stakeholder inputs.

How recommendation has been addressed or justification as to why not taken into account

Accepted
Actions taken to involve partners are detailed described in chapter 16 (in line with the SFC template).

3.2.65. R _194; R_195; R_197: Gender equality and the prevention of discrimination - separate chapter

Category of recommendation: Other
Date: 18/12/2013

Topic: Gender equality and the prevention of discrimination - moving section 4.6 to this chapter (1); IPARD
(2); arrangements (3)

Description of the recommendation

(1) In relation to gender equality and the prevention of discrimination, the team recommends that section 4.6
of the draft RDP be integrated into this chapter, which will require that the recommendations provided for
that section be incorporated into this one.

(2) The team recommends outlining how and to what extent the implementation of the IPARD programme
has taken gender and non-discrimination into account.

(3) The team recommends explaining how the new rural development programme 2014-2020 will ensure
equal opportunities and rights for men and women.

How recommendation has been addressed or justification as to why not taken into account

Partly accepted
(1) (3) Since the SFC template does not foresee a separate chapter on gender equality and prevention of
discrimination, this issue is horizontally addressed through the RDP.

(2) Since the SFC template does not foresee a chapter on the effects of pre-accession rural development
programmes (IPARD), links to available information (IPARD evaluation reports) are incorporated into the
chapter on the Evaluation Plan.

3.2.66. R_196: Gender equality and the prevention of discrimination - SWOT

Category of recommendation: The SWOT analysis, needs assessment
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Date: 18/12/2013
Topic: Gender equality and the prevention of discrimination - SWOT

Description of the recommendation

The team recommends emphasising the gender perspective and non-discrimination in the SWOT analysis
and needs assessment.

How recommendation has been addressed or justification as to why not taken into account

Accepted
This issue is horizontally addressed through the RDP.

3.2.67. SEA_1: Assessment of the effects of certain plans and programmes on the environment

Category of recommendation: SEA specific recommendations
Date: 15/07/2014
Topic: Assessment of the effects of certain plans and programmes on the environment

Description of the recommendation

The potential negative effects of all projects, operations and lower-level planning documents must be
defined in detail during the implementation of rural development measures and appropriate measures
proposed to protect the environment and nature. This should be done in accordance with the relevant
regulations in force in Croatia and with appropriate spatial planning documents. In the case of operations
that are subject to the requirements of the Regulation on strategic environmental impact assessment of plans
and programmes (Official Gazette 61/14) an EIA will be required.

How recommendation has been addressed or justification as to why not taken into account

Accepted
All projects that are subject to the requirements of the SEA regulation will need to perform environmental
impact assessment which is already incorporated in Croatian law and stated in chapter 8.1.

3.2.68. SEA 2: Ecological network

Category of recommendation: SEA specific recommendations
Date: 15/07/2014
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Topic: Ecological network

Description of the recommendation

All operations taking place within the ecological network should be evaluated in terms of their compliance
with the objective of ensuring the conservation and integrity of the ecological network on the basis of the
Nature Protection Act (OG 80/13) and appropriate bylaws.

How recommendation has been addressed or justification as to why not taken into account

Accepted
All operations within the ecological network will be evaluated for their compliance with provisions for
ecological network which is already incorporated in Croatian law and stated in chapter 8.1

3.2.69. SEA 3: Monitoring - AE

Category of recommendation: SEA specific recommendations
Date: 15/07/2014
Topic: Monitoring - AE

Description of the recommendation

The effect of rural development measures on nature and the environment should be measured using
recommended monitoring procedures and appropriate indicators. In the case of components of which there
is no systematic monitoring (e.g. permanent soil monitoring, birds in agricultural habitats, the conservation
status of agricultural habitats, areas of high agricultural value, balance of surface nutrients, etc.) it will be
necessary to establish a monitoring system.

How recommendation has been addressed or justification as to why not taken into account

Accepted
Special emphasis during implementation period will be given to the AE monitoring system which is already
foreseen in activities of Evaluation Plan (chapter 9).

3.3. Ex-ante Evaluation report
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4. SWOT AND IDENTIFICATION OF NEEDS
4.1. SWOT

4.1.1. Comprehensive overall description of the current situation of the programming area, based on
common and programme-specific context indicators and other qualitative up-to-date information

Socio-economic situation
Territory

According to the model for the differentiation of Croatian rural areas for the purposes of monitoring the
impact of rural development measures (Annex 1), 99,24 % of the territory is defined as rural and
intermediate, and only 0,76 % as cities situated in urban clusters.

Population

According to the 2011 census, Croatia has 4.284.889 inhabitants, 24,92 % of whom live in cities situated in
urban clusters and 75,08 % live in rural and intermediate areas (PSI-1)[1].

Croatia has a low average population density of 78 inhabitants/km? (CBS, 2011). However, population
density varies greatly between counties ranging from the lowest density in Lika-Senj County (10
inhabitants/km?) and the highest density (1.232 inhabitants/km?) in the City of Zagreb (CI-4).

During the Homeland War (1991-1995) the population and the economy of rural areas suffered
immeasurable damage and are still directly affected by the consequences today. These events dramatically
changed the population density and have caused long-term negative demographic effects in those areas
directly affected by the war. Repercussions of the economic crises have also affected the population density
of the rural areas of Croatia and pose a serious threat to their further development and survival. Between
1990 and 2011, according to Eurostat estimates, the population of Croatia decreased by 7,9 % and in 2012
the birth rate was negative amounting to -2.3 per thousand. The average age is 41,7 (43,3 for women and
39,9 for men). By age group, in rural areas 15 % of inhabitants are under 15, 67,4 % are aged 15-64, and
17,6 % are over 65 (CI-2).

Migration

In 2011, a total of 71.403 persons changed their residence within Croatia. The migration balance of inter-
county relocation into the City of Zagreb was analysed to assess the migration from rural to urban areas, and
an increase from 3,56 % in 2007 to 7,34 % in 2011 can be noted, confirming the trend of abandonment of
the rural areas. The largest share of population relocating to the urban areas was aged 20-39.

Education

The education level in rural areas is, on average, much lower than in urban areas. In rural areas, the share of
persons over 15 who have completed only primary education is twice as high as in urban areas, illustrating
significant regional differences. In the majority of counties, the percentage of those living in rural areas
(over 15) who have completed only primary school ranges between 20-35 %.
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Employment

The 2012 employment rate shows the share of employed, working-age population (Annex IV - Table 1). In
2012, the employment rate for persons aged 15-64 in Croatia was 50,7 %, the lowest of all EU Member
States and 13,5 % lower than the EU-27[2] average. The employment rate for persons aged 20-64 rose to
62,9 % by 2008, but due to the financial, economic and debt crisis, it decreased annually between 2009 and
2012 (Annex IV - Table 2).

One of the Europe 2020 objectives is that 75 % of persons aged 20-64 are employed by 2020, but for
Croatia it is 59 %. The average employment rate in 2012 was 50,7 %, slightly higher for men than for
women (CI-5). The 2012 self-employment rate (ages 15-64) was 16,4 % (CI-6).

According to Eurostat estimates, the working-age population in 2012 was 2.837.000, of which 1.778 million
active population, and 1.446 million people employed. Eurostat data indicate that, in 2009, a substantial 64
% of all employed persons were employed in the tertiary sector and only 4,7 % in the primary sector (CI-
11).

According to the results of the Labour Force Survey[3] on the structure of employment in 2012, a total of
179.900 persons (12,4 %) were employed in agriculture, 1 % in forestry, 3,4 % in the food production and
food processing industry, and 5,7 % in tourism (CI-13).

The rate of surveyed unemployment in Croatia rose from 8,4 % in 2008 to 15,8 % in 2012, when the
unemployment numbers averaged 324.324 persons. Over 40 % of the unemployed were aged between 15
and 24. (CI-7). The long-term unemployment rate in Croatia was 10,3 %, which is twice as high as the EU-
27 average of 4,6 %.

The basic infrastructure in rural areas
Utilities

The public sewerage system in 2007 covered 43,6 % of the population, with considerable differences among
counties or local self-government units. Only 28 % of the total population was covered by wastewater
treatment services (43,6 % of the population was covered by wastewater collection, out of which 61 % had
systems including waste water treatment), far below EU 27 standards (60-70 %). In Continental Croatia, the
number of inhabitants without access to the public sewer system is higher in settlements up to 2.000
inhabitants, mainly in Osijek-Baranja county, followed by Varazdin, Bjelovar-Bilogora, Brod-Posavina and
Virovitica-Podravina counties.

The public water supply coverage at national level is on average about 80 %, below the EU 27 average (90

%).
Transport infrastructure

In Croatia 26.963,90 km of roads are classified in the public road system: 1.413,10 km highways, 6.867,70
km national roads, 9.703,40 km county roads and 8.979,70 km local (unclassified) roads. The average
density of roads in Croatia is 474 m/km?, ranging from 379 m/km? in Lika-Senj and 404 m/km? in Pozega-
Slavonija to 876 m/km? in Medimurje county.

The average density of unclassified roads in Croatia is 1.171 m/km?, unequally distributed at county level,
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the lowest in Brod-Posavina (363 m/km?) and Virovitica-Podravina (385 m/km?), while the highest in
Primorje-Gorski Kotar (1.047 m/km?), Medimurska (2.015 m/km?) and Krapina-Zagorje (2.204 m/km?).

The average length of unclassified roads in Croatia is 25 m/capita, while the shortest roads are in Brod-
Posavina and Vukovar-Srijem (7 m/capita). In Dubrovnik-Neretva, the average length is 35 m/capita, and in
Lika-Senj 70 m/capita, given the small population scattered over a large area. As well as differences in the
density and length of unclassified roads per capita in the counties, there are significant differences in their
conditions.

Social Infrastructure

Due to depopulation, the impact of the war and the long-term economic crisis, there has been negligence in
the maintenance of infrastructure (public green areas, hiking and bike trails, open sewers, markets, parking
lots), social and cultural facilities (community centers, fire houses, kindergartens and playgrounds and
sports and leisure facilities), resulting in a poor availability of basic services for the local rural population.
For example, an average 38,42 % of children under 7 are included in the preschool education system (CBS
data school year 2012/2013). This is even lower in some counties, due to the significant lack of
kindergartens in rural areas (Annex IV - Table 3). Moreover, the existing social infrastructure is generally in
poor condition and underutilized.

In general the state of play of basic facilities and social and physical infrastructure in rural areas is
inadequate to underpin the needs of rural communities and unless improved will continue to be a factor in
the abandonment of rural communities and lack of social inclusion.

ICT infrastructure

According to the Broadband Coverage in Europe study, Croatia is slightly behind the EU average in total
standard and total standard fixed broadband coverage (97,5 % in Croatia vs. 99,4 % in the EU-27 and 94,1
% in Croatia vs. 95,5 % in the EU-27 respectively), but significantly behind the EU average in total NGA
coverage (19,1 % in Croatia vs. 53,1 % in EU-27). The Croatian National Broadband Strategy, in
accordance with the Digital Agenda for Europe (DAE), has established 50 % NGA as its Europe 2020
target. The number and density of broadband connections is unevenly distributed across Croatia. Zagreb has
the highest standard fixed broadband and NGA coverage. Beyond this, Medimurje Primorje-Gorski kotar,
Zadar, Split-Dalmatia, Osijek-Baranja and Vukovar-Srijem Counties have the highest standard fixed
broadband coverage. No region had NGA coverage over 35 %. Less than 0,01 % of households had access
to NGA services in rural areas at the end of 2012. 2,2 % of population have no broadband access, in 1.025
settlements mostly in war-affected areas, mountain areas and islands (i.e. white spots). Grey spots cover
43,1 % of total population, mostly in rural and suburban settlements below 2.000 inhabitants.

Strategic Planning at the local level

Strategic and planning documents at the local level have been prepared by a large number of local self-
government units, for the period until 2013. For the new period 2014-2020, the new National Strategy for
Regional Development, when adopted, will set priorities for coordinated approach to sustainable socio-
economic development, which should be updated and revised periodically within strategic and planning
documents at the local level. This should also be in line with County Development Strategies.

The financial and administrative capacities of the local self-government units vary greatly and they have
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very little experience in implementing EU funded projects.
Local Action Groups

The LEADER approach in Croatia's rural development policy was introduced through the IPARD
programme for the first time. During the implementation of IPARD, 2 calls for Measure 202 (LEADER)
were published. 42 LAGs were selected within IPARD and the selected LAGs cover about 69 % of the
national territory and 34% of all citizens of Croatia. Through IPARD, co-financed LAG activities covered
activities for specialization, education, drafting development studies, promotional activities, employees’
salaries, running costs, office supplies and equipment. Unlike in Member States, Croatian LAGs did not
implement projects from their local development strategies, and weaknesses regarding their administrative
capacities as well as training on public procurement for the successful implementation of the local
development strategis will need to be addressed. The process of creating community-led policy in rural
development processes is still insufficiently developed, and the level of capacities of human potential at the
local level is very low.

Rural Tourism

The history of rural tourism in Croatia is short. It began in 1998 with the registration of the first
holders/owners of "tourist family farms", 32 initially, and is currently still at a low level with only 447
registered tourist family farms which are unevenly distributed among the counties. Rural tourism in Croatia
is significantly underdeveloped, a consequence of a long-lasting neglect of rural areas and family farms and
the Croatian orientation towards seaside tourism. The gastronomy and enology of family farms as a tourism
product is still underdeveloped and underexploited. Green Tourism is one of the 10 key directions for the
adopted National Tourism Strategy until 2020.

Economic situation

Croatia is experiencing a slowdown of economic activities and negative change rates of GDP. In 2012, the
total value of GDP was EUR 44 billion (market prices - current), a drop of 1,9 % compared to the previous
year. The average GDP per capita in 2012 was EUR 10.294. Based on purchasing power parity, in 2012,
GDP was 61 % of the EU-27 average, and the difference was even greater in rural areas where GDP was
approximately 46 % (CI-8).

The drop in the GDP was caused by reduced household and state spending and a downturn of gross
investments in fixed capital. In comparison to 2011, household spending in 2012 dropped by 3 %, state
spending was lower by 0,8 %, and gross investment in fixed capital plummeted by 4,7 %.

The total gross value added (GVA) was EUR 37,3 billion in 2012 (CI-10), wherein the primary sector share
was 5 % and tertiary sector share was 69 %. According to Eurostat data, 33 % of the 2010 GVA was
realised in urban areas.

Over the four year period, intermediate consumption of the value of agricultural production in Croatia
increased in from 51 % in 2008 to 57,8 % in 2012, whereas the GV A data shown for the same period
decreased from 48,7 % in 2008 to 42,2 % in 2012 (Annex IV - Table 4).

The share of primary sector GVA amounted to approximately 7 % of the total GVA of Croatia; the share of
primary sector GVA was higher in rural areas amounting to approximately 10 % of the total GVA of rural
areas. Furthermore, according to CBS data, there was a drop in agricultural activity’s share in the total GVA
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amounting to 3,16 % (CI-28) in 2012.

Average labour productivity (measured as a ratio of GVA and the number of employed persons) for 2012 in
Croatia was EUR 26.079 /person. According to Eurostat data, the average labour productivity in the EU-27
amounted to EUR 51.719 /person, nearly double the labour productivity in Croatia. Average labour
productivity was even lower in rural areas, amounting to EUR 24.399 /person. Productivity in the primary
sector (agriculture, forestry and fisheries) was somewhat higher than average, amounting to EUR 26.497
/person (CI-12).

The rates for the risk of poverty and social exclusion in 2012 were: 20,5 % of the Croatian population was at
risk of poverty, 32,3 % at risk of social exclusion, 15,4 % faced with severe material hardship and 16,1 %
lived in households with very low labour intensity. The degree of exposure to poverty was even higher in
rural areas, amounting to 38,1 % (CI-9).

Foreign trade balance

Croatia has continuously recorded a deficit in its trade balance and the economic crisis has further
influenced the continuation of this negative trend. According to CBS data, total exports of goods from
Croatia in 2012 totalled 9,6 billion euros, while imports totalled 16,2 billion euros, representing at national
level a foreign trade deficit of 6,6 billion euros. Thus the export-import ratio was only 59,4 %

In 2012, a total of USD 2.567,3 million of agri-food products were imported and USD 1.621,5 million
exported, with a deficit of USD 945,8 million. The foreign trade balance of agri-food products accounted for
11,2 % of the aggregate commodity exchange balance of Croatia in 2012. The coverage of imports by
exports of agri-food products in 2012 amounted to 63,2 %. In 2012 the most significant markets for the
commodity exchange of agri-food products were EU Member States (accounting for 58 % of the total
commodity exchange of agri-food products) and CEFTA parties (accounting for 24 % of the total
commodity exchange of agri-food products). The commodity exchange with CEFTA parties produced a
positive balance of USD 420,3 million and the exchange with EU Member States produced a deficit of USD
1.045,2 million (Figure 2).

Situation analysis in agriculture, forestry, and food processing industry
Structure of agricultural holdings and socio-economic indicators

In the structure of agricultural holdings (AHs), 233.280 AHs (C-17) are engaged in agricultural activities in
Croatia utilising 1.316.010 ha of agricultural land (CI-18), i.e. an average AH in Croatia utilises 5,6 ha of
agricultural land (C-17). This is considerably less than the average of per holding across the EU-27 (14,4
ha).

According to CBS data, in 2012 the prevalent categories of utilised land were arable land and gardens with
903.,508 ha (67,9 %), followed by permanent grasslands[4] with 345.561 ha (26,0 %), and permanent crops
with 78.183 ha (5,9 %) (CI-18).

The arable land owned by most family farms is very fragmented and plots are often very distant from one
another, one reason underlying the inefficiency of agricultural production; in 2011 the production of an
average AH was conducted on 15 cadastral plots, on average.
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Structure of agricultural holdings

Agricultural holdings in the size category under 2 ha dominate (52,5 %) the size structure of agricultural
holdings (CI-17) with the vast majority (89,4 %) being less than 10 ha. Despite the notable trend of the
rising number of holdings in the categories from 20 to 100 ha (36,24 % increase) and from 100 to 750 ha
(62,5 %) in the period 2007-2011 (Figure 3), these are still under-represented; in other words, AHs under 20
ha still dominate the size structure of agricultural holdings. Average agricultural holding sizes and structure
in Croatia point to the question of their economic viability.

In terms of organizational structure, in 2011 most holdings functioned as family agricultural holdings
(FAHs), as many as 162.833 (97,4 %). With regard to other organisational structures, 2.404 crafts (1,4 %),
1.522 companies (0,9 %), 307 cooperatives (0,2 %), and 150 AHs with a status of other legal entity (0,1 %
of holdings) were registered; there were no registered producer groups and organisations. The first producer
group in Croatia was registered in March 2014 for milk producers.

All the presented data clearly indicate a low level of organization of AHs, primarily FAHs, due to the
negative historical connotations of former cooperatives and the lack of their inclusion into higher-level
organizational forms and other types of cooperation, as well as the high presence of intermediary sales
directly affecting their level of competitiveness and poor positioning on the market.

The average economic size of an agricultural holding calculated on the basis of total production value
expressed as standard output (SO) is EUR 9.064 per holding. Based on the total production value of an
agricultural holding, about 89.480 (38,3 %) of agricultural holdings belong to the economic size class below
EUR 2.000.

The data on structure, average holding size, and standard output (SO) of a holding indicate a low level of
investment potential, and therefore a low level of technical and technological equipment. In order to
improve competitiveness and economic viability of agricultural holdings, further technical and technological
modernisation of agricultural holdings, and an increase of labour force productivity as well as education
level are essential.

Socio-economic indicators

The economic importance of agriculture in Croatia is relatively high, and represents a family business. In
2012, 93,2 % of the agricultural labour force (measured in annual units of labour) were farmers and/or
members of their families, markedly higher than the EU-27 average (76,6 %). Furthermore, according to the
farm structure survey carried out in 2010[5], a total of 513.680 people worked regularly in the agricultural
industry. Many were family members helping out on the farm, but with their main employment elsewhere.
Taking into account the actual work performed on farms, it is estimated that some 179.290 people work
fulltime as regular agricultural labour force.

Of the total number of holders of AHs, 9.600 holders are under 35 (4,1 %), 86.440 are between 35 and 55
(37,1 %), and 137.240 are over 55 (58,8 %). For every 100 holders older than 54, there are 7 under 35 (CI-
23).

The share of women in the structure of permanently employed agricultural workers in Croatia is 40,2 %,
higher than the corresponding EU-27 average (37,5 %). However, the share of female holders of AHs was
lower in Croatia than in the EU-27 (20,9 % compared to 23,2 %) (CI-22).
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The indicator of the degree of agricultural education at management level shows that 95% of farm holders
have no agricultural education but only practical experience (CI-24), compared to the EU-27 average of
29,59 % (Figure 4). Alongside the existing formal educational system, there is a lack of non-formal
education and vocational training programmes.

Economic indicators

Despite the recent declining trend, the agricultural sector accounts for 5,5 % of GDP and 13,8 % of the total
workforce. A high proportion of the population are involved in agriculture and allied activities. However,
Croatia is a big importer of food.

The value of agricultural production of Croatia in 2012 was HRK 20,91 billion, a 1,76 % decline from the
previous year. The agricultural labour input in this period increased by 1,2 %. GVA in 2012 amounts to
HRK 8.819 billion, an 8,6 % decline from 2011.

In 2012, the value of crop production amounted to 59,6 % of the total value of agricultural production and
the value of livestock production amounted to 34,2 %. Analysed by production sector, the share of crop
production in the total value of agricultural production has grown, while the share of livestock production
and the total value of agricultural production are continuously declining.

Productivity

The productivity of Croatian agriculture measured as a ratio of GVA and labour input, as an average for the
2010-2012 period, was 6.368,2 EUR/AWU[6] which is 58,2 % less than the average productivity of EU
agriculture (15.223,6 EUR/AWU) (CI-14). In comparison to new EU Member States (EU-12), the
productivity of Croatian agriculture is greater, but the trend of productivity growth is substantially stronger
in the EU-12 states (Annex IV - Table 5).

Employment and wages

The total work performed on an AH (by holders and family members, as well as by the paid and unpaid,
full-time and part-time labour force) in 2010, was 179,290 AWU (CI-22). The value of the factor income in
2012 was 3.509,2 EUR/AWU (CI-25), while the value of the entrepreneurial income (the indicator that best
shows the living standard of farmers) was 2.957m5 EUR/AWU (CI-26).

Investments - technical and technological modernisation

Investments in fixed capital in the agricultural sector in Croatia are low. Gross investments in fixed capital
assets in 2012 were EUR 229,7 million, 19,6 % of the total GVA in agriculture.

Crop production

By method of agricultural land usage in Croatia in 2012, arable land and gardens were the most prevalent
with 904.000 ha, or 67,9 % of utilised agricultural land, while orchards amounted to only 2,3 %, vineyards
2,2 %, and olive groves 1,4 % of utilised agricultural land.

The share of crop production in the total value of agricultural production was 59,6 % in 2012.

The productivity of crop production is relatively low and the average yields of basic crops are below
European levels. One of the key problems in crop production is insufficient irrigation, which, in addition to
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increasingly frequent droughts on average every 3 to 5 years, results in significant damage to crop
production and, depending on the drought intensity and duration, can reduce crop yields by 20-70 %. The
underdeveloped water supply infrastructure to agricultural land is a contributing factor substantiated by the
fact that only 1,1 % of utilised agricultural land is irrigated. Most farmers do not having the possibilities for
investments in irrigation infrastructure, and this risk is particularly evident during summer months A target
of 6 % by 2020 has been established in the National Plan for irrigation and agricultural land and water
management.

Cereal production accounts for the largest share of the total crop production. Between 2008 and 2012,
cereals were grown on an average area of 559.916 ha, with an average production of 3.137.702 t. In the
structure of cereal production, maize (62,4 %), wheat (27,1 %) and barley (7,2 %) are dominant.

In the structure of oil crop production, the dominant cultures are soy (46,8 %), sunflower (33,1 %), and
oilseed rape (19 %). From 2008 to 2012, oil crops were produced on an average area of 102.500 ha, with an
average annual crop production of 264.914 t, and respectively a vegetable oil production of 89.500 t.

In 2012, sugar beet was grown on 23.502 hectares producing 919.230 t, with sugar beet root yields of 39,1
t/ha. The average annual yield of sugar beet root for the 2008-2012 period was 51,16 t/ha, substantially less
than the yields of EU countries which employ advanced production technologies (France, Germany) and
whose sugar beet root yields exceed 70 t/ha. The sugar beet cultivation areas did not undergo any substantial
changes in the analysed period 2008-2012 (Annex IV — Table 6). The average annual production of sugar
for the 2008-2012 period was 290.750 t.

Tobacco production and its cultivation areas have been maintained at a level between 5 to 6 thousand
hectares. The average yield for the 2008-2012 period was 2,06 t/ha, producing an annual average of 11.427 t
of tobacco.

Fruits and vegetables

In 2012, fruit was produced on approximately 30.000 ha (27.141 intensively and 3.705 extensively),
amounting to only 2,3 % of utilised agricultural land. A total of approximately 200.000 tonnes of fruit were
produced (Annex IV — Table 7).

Average yields are lower than those of EU countries due to outdated technologies and frequent droughts.

In the fruit and vegetables sector, there is a need for investments in technical and technological
modernisation, for the introduction of new technologies of production, storage, and preparation of products
for the market, and for the promotion of production and market organisation of producers, all with the
common aim of ensuring stronger productivity growth and creation of new jobs.

In the period between 2008 and 2012, fruit production areas decreased. Between 2008 and 2012, apples
were produced on 6.410 ha, producing an annual average of 71.496 t; tangerines were produced on 1.541 ha,
with a total production of 46.372 t; and plums were produced on 5.317 ha, with a total annual production of
16.916 t. The average annual yield of apples in 2008-2012 was 11,15 t/ha, of tangerines 30,1 t/ha, of
peaches and nectarines 4,44 t/ha, of pears 2,36 t/ha, and of plums 3,18 t/ha.

In 2012, vegetables were grown on 7.433 ha and total production amounted to 178.854 t. The prevalent
species were onion, garlic, tomato, white cabbage, melon, watermelon, carrot and pepper. Vegetable
cultivation areas were reduced by nearly 50 % in 2008-2012 (Annex IV — Table 8), which will represent a
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serious problem in the coming period. Vegetable production in closed environments (greenhouses) is
minimal and in 2012 was conducted on merely 495 ha.

The average annual yield of tomato in 2008-2012 was 36,52 t/ha, of pepper 11,02 t/ha, of carrot 23,98 t/ha,
and of onion and garlic 22,92 t/ha. Vegetable yield levels are assessed as being relatively low (Annex IV -
Table 9).

The mushroom farming sub-sector is somewhat specific compared to other vegetable production. Annual
mushroom production fluctuates between 40-45.000 tonnes. This sub-sector is particularly sensitive as
overall production relies on imported substrate which, due to transport costs, increases production costs by
15 % making Croatian mushrooms non-competitive.

According to CBS data, in 2012 vineyards covered 29.237 hectares, and there were 124 million productive
vines. In 2008-2012, average annual grape production amounted to 198.271 tonnes and average annual wine
production for the same period was 1.367.400 hl. According to CBS data, decrease in areas, productive
grapevine, and grape production in 2012 is evident in comparison to the 2009 - 2011 period, and wine
production was also substantially reduced (1,42 thousand hl on average). Average annual grape yields in the
2008-2012 period were 6,1 t/ha. In 2010 and 2011, on average 1.027,5 million litres of wine were exported
to the EU and 1.849 million litres were imported.

According to CBS data, in 2012 olive groves covered 18.100 ha, an increase of utilised land in comparison
to the 2008 - 2012 period. The average olive yield for the 2008-2012 period was 2,22 t/ha, the total annual
production of olive fruit was 37.783 tonnes, and the average annual production of olive oil was 53.691 hl.

According to CBS data, in 2012 medicinal herbs, spices and aromatic herbs were grown on 3.201 ha, the
average area used for cultivation in the 2008-2012 period was 2.887 ha, the average yield was 0,6 t/ha, and
average annual production was 1.790,2 t. Large parts of the cultivation areas are used for organic production
(1.159 ha in 2012).

Flower production is present on smaller areas and it predominantly involves seasonal annual (summer) and
biennial (pansies in protected areas) flowers. Chrysanthemums are cultivated on open fields, and perennials
and house plants are imported. Production areas are substantially smaller and production is not specialised.
Technological equipment is fairly outdated. In the 2008-2012 period, flowers and decorative plants were
cultivated on an average area of 321,8 ha.

In 2012, planting material was produced on an area of 248 ha with 3.145.549 fruit seedlings and 2.765.738
vine grafts produced, a significant decrease in both production and areas compared to the 2008-2012 period.
The prevalent fruit seedlings were: apple with 37,09 % (1.166.878 seedlings), olive 10,35 % (325.792
seedlings), pear 8,39 % (264.022 seedlings), plum 6,87 % (216.399 seedlings), and cherry 6,01 % (189.156
seedlings).

In the 2008-2012 period, the prevalent registered seeds per species were: winter wheat with 45.227 t, maize
with 8.851 t, winter barley with 5.900 t and potatoes with 6.886 t (Annex IV — Table 10).

Livestock production

According to CBS data, in 2012 the share of livestock production in the total value of agricultural
production was 35,8 % which, in comparison to the EU-27 (40,8 % share), suggests that the structure of
agricultural production of Croatia is unfavourable. The fact that, in 2012, in Croatia there were 0,62
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livestock units (LSU) per 1 ha of utilised agricultural land (CI-21), while in relation to the total available
agricultural land this ratio was even lower, illustrates that the level of development of livestock production
remains unsatisfactory. There are 0,78 livestock units per 1 ha of utilised agricultural land in the EU-27 and
0,89 LSU per 1 ha in the EU-15 (Annex IV — Table 11).

The most prominent shortcoming of livestock production is a large number of small unspecialized family
farms which have an unfavorable age structure, knowledge level, and technological equipment, in addition
to unorganized and difficult market access, all of which impacts their competitiveness and causes their
numbers to dwindle. It is necessary to improve the overall economic performance of farms through
restructuring and modernization, encourage the market organization and cooperation of producers, adapt to
new Community requirements regarding animal health and welfare and environmental protection, which
will preventively act against further decline of their efficacy and existence. Moreover, it is essential to
ensure stronger productivity growth and creation of new jobs within this sector.

In 2012 there was a total of 451.517 head of cattle, approximately similar to the analysed period between
2008 and 2012. In this period, approximately 144.655 head of cattle were imported annually to Croatia and
18.245 exported. This is a consequence of the long-term trend of decreasing numbers of suppliers and cattle,
mostly cross-breeds, on family farms oriented towards milk production that dominates the Croatian cattle
farm structure, in turn caused by intensive restructuring of the sector and resulting in an insufficient number
of calves now supplemented by imports. In the analysed period, since 2008, the number of milk producers
has halved and the number of dairy cows has been reduced by 15 %: by 2012 milk production in Croatia
involved 14.874 producers and 180.555 cows. On average, 289.061 head of cattle were slaughtered annually
in the analysed time period.

According to CBS data for 2012, domestic beef production was 44.532 t and was, on average, 14 % down
from 2011. Analysing the average domestic production of beef for 2008-2012, which was 48.591 t, neither
the population's demand for fresh meat, nor the processing industry's demand for quality raw materials were
met. The average carcass weight for 2012 was 215,45 kg.

The decrease in the number of milk producers and cows, as well as a lack of producer organisations, had a
negative impact on milk production (Annex IV — Table 12). In 2012, a total of 602.356.733 I of milk were
purchased, 3,84 % less than the previous year, with a trend towards further decline, insufficient for the
demands of the processing industry which supplements the shortage by importing milk and milk products.
In 2012, such imports were 10,2 % higher than in 2011. Some milk is also processed by family farms and
sold via direct sales. Analysing overall milk production in 2012, a total of 804 million litres were produced,
97,8 % of which was cow milk.

In 2012, there were a total of 1.182.347 pigs in Croatia, a drop of 4 % compared to 2011. Pig farming is
predominantly conducted on family farms with small production units of up to 10 sows (93,46 %) or 10 to
50 sows (5,95 %). To a lesser extent, pig farming is conducted in medium-sized production units of 50 to
100 sows (0,23 %) and large production systems with full production cycles and more than 100 sows (0,36
%). In the 2008-2012 period, approximately 597.593 pigs were imported and 34.684 exported annually. On
average, 2.079.723 pigs were slaughtered annually in the analysed time period.

According to CBS data for 2012, domestic pork production was 122.107 t, substantially lower than the
average production in the 2008 - 2012 period which was 141.463 t. This level of production does not meet
the domestic demand for fresh meat or the processing industry's demand for quality raw materials. The
average carcass weight for 2012 was 70,93 kg.
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The most important production in the poultry sector pertains to the production of chicken meat, followed by
turkey, goose and duck meat, and consumption eggs laid by laying hens. In 2012 there were a total of
10.160.379 units of poultry, on par with the previous four years. In the 2008-2012 period, approximately
1.494.147 units of poultry were imported and 2.758.972 units exported annually. In the analysed time
period, on average 45.848.190 units of poultry were slaughtered annually, and the average carcass weight
was 1,73 kg. According to CBS data, domestic production of poultry meat in 2012 was 74.448 t. In the
2008-2012 period, the average annual production of poultry was 81.702 t, still insufficient for the domestic
demand as well as the demands of the processing industry. Egg production in 2012 decreased in comparison
to the 2008-2011 period from 774.100 million pieces to 584.962 million pieces. The production of hatching
eggs also decreased by 3,51 %, and production lacks approximately 22.000.000 hard line eggs.

According to CBS data for 2012, a total of 680.000 sheep and 72.000 goats were raised. Despite the
registered positive trend, sheep and goat production is still conducted by extensive and traditional methods
without an organised market approach. The share of sheep milk in overall milk production in 2012 was only
0,7 % and the share of goat milk was 1,5 %, despite the favourable trend and growing demand. A large
share of the milk is processed by family farms, often in inadequate conditions.

In the 2008-2012 period, approximately 50.218 sheep and 211 goats were imported annually and on average
458 sheep and 230 goats exported. On average 483.830 sheep and 68.486 goats were slaughtered annually.
In the 2008-2012 period, the average domestic production of sheep and goat meat was 6.096 tonnes. The
average sheep and goat carcass weight for 2012 was 11,67 kg.

According to the data of the National Apiculture Programme[7], in 2012 there was a 21.5 % rise in the
number of honey bee colonies. The estimated honey production in 2012 was higher than in previous years,
and in the analysed period 2008-2012 amounted to 2,783 t.

In 2012, the number of registered horses was 20,335, 1,5 % higher than in 2011. As well as recreational and
sporting purposes, horses are raised for meat production. Since horse meat consumption in Croatia is low, it
is primarily intended for export. To a lesser extent, horses are raised as protected autochthonous breeds.

Organic production

In 2012, a total of 1.528 AHs producing organic agricultural products were registered in Croatia. In 2012, a
total of 31.904 ha of agricultural land were used for organic production, 2,4 % of the total agricultural land
(CI-19). The agricultural land used for organic production has tripled in the last five years (Figure 5). The
importance of organic agriculture for rural development has been recognised at national level, attested by
the adoption of the Action Plan for Development of Organic Agriculture in Croatia 2011-2016, and
agricultural land under organic production has tripled in the last five years Its main objectives are to
increase the organic agriculture production area, strengthen the organisation of organic producers in groups,
foster the processing and marketing of organic products and establish a system for educating and informing
consumers on organic production. Most of the land currently used for organic production is devoted to
arable land, meadows, pastures and orchards.

Integrated production

Integrated production as defined in the Law on Agriculture establishes a balanced application of agro-
technical measures with a minimal use of agrochemicals, aiming to protect the health of people, animals,
nature and the environment[8]. There were 740 agricultural producers registered for integrated production in
2013 on 96.986,81 ha. The share of land used for integrated agricultural production in relation to the total
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utilized agricultural land is 7,46 %.

Integrated farming will be supported under national scheme untill 2017 pursuant Accession Treaty, and it is
not a subject of support under EAFRD.

Special food quality marks

In Croatia there are 15 protected product names at national level: 6 registered as Protected Designation of
Origin (PDO) and 9 registered as Protected Geographical Indication (PGI). 12 products are currently in the
registration process at EU level[9], and a further 6 products are registered at national level, and are at the
start of the registration process at EU level. Another 7 products are in the registration process at the national
level of which 6 are for PDO and one for PGI. At present, there are no Traditional Speciality Guaranteed
registered products in Croatia.

Agricultural environment situation

According to the Environmental Protection Agency (EPA), data from 2011 showed that the total agricultural
area amounted to 2.767.000 ha, of which 1.548.000 ha refers to land under crops (perennial and annual
crops), and the remaining 1.219.000 ha are grasslands (meadows, pastures and agro-forestry systems that do
not fall under the definition of forest ie, underutilized agricultural land under threat of succession and thus at
risk of permanent loss for biodiversity and landscape diversity).

Biodiversity

According to the diversity of plant species (0,080 species/km? or 0,088 species/km? including subspecies),
Croatia occupies third place in Europe. There are almost 3.000 species from 16 different taxonomic groups
assessed within the Croatian Red List, out of which more than 45 % taxa are threatened. The total number of
known species and subspecies amounts to nearly 40.000, and the assumption is that there may be up to three
times more. Aside from wild animals and plants, Croatian biodiversity is enriched by domestic animals and
agricultural plants. Endangered status has been currently confirmed for 26 domestic animals breeds (3 cattle,
2 pigs, 9 sheep, 3 goats, 2 poultry, 4 horses and 3 donkeys) and 104 autochthonous and traditional varieties
of agricultural plants (67 varieties of continental fruit, 6 varieties of Mediterranean fruit, 14 varieties of
vines and 17 varieties of vegetables).

Protected areas are the backbone of the overall protection of biodiversity and landscape diversity, and cover
8,56 % of the total surface area of Croatia or 750.264,52 hectares, most of which are nature parks.
According to the Protected Areas Register of the Ministry of Environmental and Nature Protection[10], a
total of 419 areas have been permanently protected (as of 20.12.2013) in 9 categories of spatial protection,
whereas nature parks cover 50 % of total area under protection. The Croatian ecological network Natura
2000 covers 36,67 % of land surface and 16,39 % of sea surface (in total 29,38 %) including all the national
and nature parks.

Croatia is currently working to ensure the adequate management of Natura 2000 areas. In September 2013,
the national Regulation on the Ecological Network (OG 124/2013) was adopted, establishing designated
areas important for birds and their habitats according to the Article 4 of the Birds Directive (SPA — Special
Protection Areas), including the Ordinance proscribing adequate conservation measures for SPAs. The
aforementioned Regulation also proposed sites for the protection of species and habitats of EU importance
listed in Annex I (habitat types) and Annex II (species) of the Habitats Directive (pSCIs — proposed Sites of
Community Importance) according to the procedure laid down in Article 4. Once the proposal for proposed
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sites (pSCls) is evaluated, any necessary amendments made and the list of Sites of EU importance (SCI)
published, the necessary conservation measures for SCIs will be drawn up and established, as defined in Art
4(4)) of Habitats Directive. Work on the Natura 2000 measure has already commenced (conservation
objectives and measures are prepared). When the relevant conditions are fulfilled, the implementation may
start but this is envisaged as not before 2018.

The adopted Ordinance on SPA does not contain restrictions for farmers, but only for forest owners.
However, the Rural Development Programme envisages specific agri-environmental measures/incentives
that can make a significant contribution to biodiversity, so farmers will be encouraged to implement them.
Among them, there are two pilot measures for Natura 2000 species - Crex crex and several butterfly species.

As regards management plans, it is envisaged that forest land management plans will be integrated into
sectoral development plans. Furthermore, several management plans for Natura 2000 areas that include
agricultural land have been drafted within IPA and their adoption is underway.

Agricultural land is one of the most important factors affecting biodiversity in Croatia, and nearly every
third hectare (31 % or 644.000 hectares) of Natura 2000 sites is located in agricultural areas (a mosaic
landscape with fields, meadows, gardens, extensive orchards and vineyards, i.e. 178.929,16 hectares or
13,63 % referring to used agricultural area (CI-34; PAAFRD 2013)). Numerous habitats and protected
species are found in agricultural areas (e.g. tares, orchids, corncrakes, stone curlews, larks, butterflies,
grasshoppers etc.) whose survival largely depends on agricultural activities.

High nature value (HNV) farmland is generally associated with low intensity land use suitable for the
preservation of high levels of biodiversity. The methodology for determining HNV farmland is based on
data from CorineLandCover (CLC 2000), taking into account the distribution of areas important for
biodiversity. Areas of selected CLC classes are combined with internationally and nationally important
areas for biodiversity, including areas important for birds, areas important for butterflies and Natura 2000
sites. As a specificity of Croatia, HNV farmland also includes freshwater ponds of great natural value. This
analysis provides an indicative map of Croatia, according to which 54,4 % of the country is under HNV
farmland (SINP[11], 2011). The abandonment or intensification of agricultural production in these areas has
a negative impact on biodiversity and it is necessary to encourage and maintain appropriate means of
management for HNV farmland.

Less favoured areas

3.425.347 ha are defined as areas with natural constraints of which 45.453,83 ha (3 % UAA) are in the
mountain category, 28.941,49 ha (7,6 % UAA) in the category of islands with PeljeSac peninsula and
343.030,21 ha (22 % UAA) in the category of special state concern I and II. All three categories were
defined on the cadastral municipality level.

Water resources

Water use opportunities in Croatia are favourable. The available quantities of water are 15.000
m?/person/year on average from rainfall, more than 7.000 m*/person/year from renewable reserves of
groundwater and over 30.000 m*/person/year from rivers flowing into Croatian territory from neighbouring
countries. In terms of the average water balance of inland waters, the water resources in Croatia amount to
111,66 x 109 m/yr. At the same time, at present, according to some estimates, Croatia uses, for all purposes,
less than 1% of renewable water resources, of which 90 % is groundwater.
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However, the distribution of water quantity over the year is marked by a distinct spatial and temporal
unevenness in the distribution of water resources. There are frequent droughts in Croatia, occurring on
average every 3 to 5 years, and depending on their intensity and duration, they can reduce crop yields by 20-
70 %. The use of water in agriculture for irrigation is insufficient: only approximately 1,1 % (CI-20) of
agricultural land is currently irrigated, much lower than the EU-27 average (5,82 %). 2010 data show a very
high quality of surface waters with only 14,8 % of poor quality surface waters and no poor quality
groundwater at all (CI-40, 2010, Hrvatske vode, Institute of Water Management).

The first River Basin Management Plan (RBMP), developed by Croatian Waters in line with EU water
Acquis and the Water Framework Directive, was adopted in June 2013 (OG 82/13) and sent to the European
Commission for review. Croatia has now joined the other Member States in the first planning cycle (2009-
2015); the preparation of the second RBMP for the following six-year period (2016-2021) has begun.
Hydrographically, the territory of the Republic of Croatia belongs to the Adriatic Sea basin and the Black
Sea basin, and under Article 31 of the Water Act is divided into two river basins districts:

* the Danube River basin district;
* the Adriatic River basin district.

The RBMP contains an overview of water status, an overview of the water monitoring system and a
programme of measures for the improvement of the water status in Croatia, covering both river basin
districts established for the management of river basins on national territory. The current status of water
bodies, taking into account total N, is presented in Figure 7.

According to the current River Basin Management Plan, the estimated water status shows that 626 of

total 1234 water bodies (51%) have good or very good status. The estimation was based on physical-
chemical indicators and estimated hydro-morphological pressures only. Ecological monitoring and the
specific classification of water status by biological indicators was not developed at the time the assessment
of water status was carried out so the assessment of water status cannot be deemed as fully compliant with
Water Framework Directive requirements.

The methodology and the development of type-specific system of classification of water status according to
the biological and hydro morphological indicators has since been adopted (published: http://www.voda.hr/)
hence the preconditions for the commencement of the monitoring and evaluation of integrated water status
have been established. WFD-compliant assessment on water body status is the pre-condition for any net-
increase of irrigated area.

In line with the Floods Directive, the Flood Risk Management Plan is also under preparation and will be
adopted by the end of 2015 as an integral part of the first amendment of the RBMP.

Consumption of fertilizers

According to CBS data, the consumption of mineral fertilizers in 2012 amounted to 360.112 t. In relation to
2011, there has been an 18,3 % decrease in the consumption of mineral fertilizers due to the increased prices
of mineral fertilizers on the market and an intensive education campaign carried out by the Advisory
Service on the principles of good agricultural practice[12] concerning the proper use of fertilizers on
agricultural land.

Soil Erosion and drainage
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Erosion in Croatia causes soil losses in the amount of 3,24 tons per year, compared to the MS average of of
2,76 t/ha (EUSTAT 2012). Water erosion affects nearly 1,5 million hectares of agricultural land or 46 %
according to CORINE data (CI-42; Annex 2 — Table 26). In the LULUCF sector[13] (land use, land use
change and forestry), one of the significant CO2 outflows are carbon stocks in the soil. They are calculated
according to data on the soil organic carbon content, according to the [IPCC[14] methodology for LULUCF
categories of forest land, land under crops, grassland and urban areas (green areas in urban areas).

With the expected high carbon stocks in forest land (111,2 C t/ha) and grasslands (108,5 C t/ha), land under
crops contains significant carbon stocks CI-41 (77,3 C t/ha), which is favourable given the otherwise
negative contribution of the agricultural sector to the GHG emissions[15].

The Study conducted for the purpose of NCA delimitation shows that poorly drained soils cover 998.331 ha,
or 17,6 % of territory. According to Croatia soil classification, Pseudogley soils (Stagnosols) are poorly
drained soils with excessive soil moistening resulting from long term stagnation of precipitation water. The
agricultural suitability of Pseudogley is limited because of their oxygen deficiency resulting from stagnating
water above dense subsoil, reflecting negatively on the agricultural production, preventing sowing in the
optimal period, with highly reduced period of time for tillage in spring and harvest in autumn. Basic and
detailed drainage systems were performed on big share of Pseudogley soil in order to make them suitable
for agricultural production. Most of the drainage systems are older than 30 years and ineffective, but exact
data is not available.

Emissions from agriculture

According to National Inventory Report (NIR 2014) the total emissions in 2012 caused by agricultural
activities represents 12,73 percent of the total inventory emission. Agricultural activities contribute directly
to the emission of greenhouse gases through various processes. For the emission of CH4, the most important
source is livestock farming (Enteric Fermentation), about 80 % of sectorial CH4 emission. The number of
cattle showed continuous decrease from 1990 to 2000. As a consequence, this led to CH4 emission
reduction. In the year 2000, the number of cattle started to increase and this trend was mostly retained until
2006. From 2007 to 2010, cattle number has decreased and remained at approximately the same level in
2011 and 2012. Compared to 2011, in 2012 CH4 emission decreased by 1,3 %.

As for Manure management emissions, CH4 emission decreased in 2012 compared to 2011 by 3,7 % while
N20 emission remained at approximately same levels. Emissions from Agricultural soils decreased after
1990 and during the war due to specific national circumstances and limited agricultural practice at that time.
Afterwards, the emission trend is mostly influenced by the changes in the direct soil emissions; thus,
emission increase can be noticed in 1997, 2001 and 2002 due to increase in mineral fertilizer consumption
and crop production, later on also due to the increase of livestock population. N20O emission from
Agricultural soils decreased in 2012 compared to 2011 by 6,1 %. Overall, in the year 2012 the GHG
emission from the Agriculture sector decreased by 4,6 % in comparison with 2011. These data indicate a
continuation of the trend in reducing emissions from the agricultural sector, caused by livestock reduction
and lower mineral fertilizers and consumption, combined with more intensive introduction of good practices
by AHs.

Mined areas in Croatia

Mined and mine-suspected areas are a significant problem in Croatia. On 1 January 2014, the total area of
mine suspected areas was 613,6 km? (PSI-2), extending over the territory of 91 local self-government units
in 12 counties. The structure of land contaminated with mines, explosive devices and unexploded ordnances
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1s mainly represented by forests and forest land (81%) the remaining 19 % (11.000 ha) in agricultural areas.
Within the agricultural areas, 55 % is arable land and the rest is meadow and pasture.

Energy use and renewable energy resources

According to data from the Energy Institute Hrvoje Pozar and Hrvatska elektroprivreda (Croatian Electrical
Utility), the production of electricity from renewable energy resources in 2012 amounted to 510,75 GWh.
The production of renewable energy from biomass, biogas and biodiesel in 2012 amounted to 34,7 thousand
tonnes of oil, equivalent to 3,9 % of total renewable energy production in 2012 (Eurostat). In 2012, the
production of electricity from renewable energy resources accounted for 4,9 % of total production, with the
exception of large hydro plants.

Risk Management

Croatia suffers from a high level of damage from natural disasters, amounting to on average more than 200
million EUR annually, with floods, droughts and fires the most significant risks. In terms of risk related
primarily to agriculture, there is a strong need to improve the irrigation system infrastructure since due to
droughts there is huge pressure on the safety of the food chain in terms of mycotoxin contamination and the
degradation of soil conditions, lowered groundwater levels, etc. The disaster management system needs to
be improved both in terms of infrastructure and necessary human and technical capacities to reduce risks
and improve prevention, preparedness and response to disasters.

26 insurance companies operate in Croatia, out of which 4 currently provide insurance policies for crops,
animals and disasters. According to the Croatian Office for Insurance Yearly Report (2011), 18.238
insurance policies for crops and 2.818 policies for animals were taken out.

Due to the low investment potential, farmers do not insure their crops, which often suffer severe damage
because of natural disasters caused by sudden climate change and occurrences of disease.

Food processing industry
Structural indicators

In the food processing industry (production of food, beverages and tobacco), there are more than 1.200
business entities registered, employing about 49.000 employees, of which 70 % work in companies
belonging to the category of medium-sized and large companies. Only 3 % of business entities are in the
category of large companies; however they have about 70 % of the market share of total income of the food-
processing industry, while more than 90 % are small companies (< 50 employees). The global crisis has also
affected the sector: in 2009 there was a decrease in production, increase of costs and decrease of
investments.

Within the food-processing sector, the manufacturing of food products accounts for about 76,2 % and
beverage production for 17,2 % of the production value, while tobacco products account for 6,6 %.
According to the groups of food products, the largest proportion (25,3%) is the processing of all types of
meat and meat products, 19,1 % is mill, bakery and pastry products, cakes, biscuits and pasta, while 17,3 %
is milk, cheese and dairy products. Most of the drinks (43,8%) are soft drinks and water, followed by beer
production (33,2 %), while wine made from grapes amounts to 13,8 % of production value.

A positive trade balance is present only in nine product groups (homogenised food preparations and dietetic
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food; sugar; spices and food supplements; tobacco products; malt; beer; soft drinks and water; meat
products and poultry meat; ice cream). (Table 6 according to the Nomenclature of Industrial Products/NIP).
The coverage of imports by exports in food products is only 52,4 %, and the only exports that exceed
imports are beverages and tobacco products.

Food processing industry - Competitiveness of the sector

The competitiveness of the food processing industry in Croatia in relation to the EU 27 is very low, which is
evident from the following indicators:

e small proportion of the value of national production (0,5% of the value of production, 0,5% of
turnover, 0,6% of value added and 0,6% of gross operating surplus in relation to EU 27);

o lower value of domestic production efficiency (-61,2% in turnover per employee and -55,2% in
labour productivity compared to the level of EU 27 average);

¢ lower levels of investment (-49,3% in relation to average levels of EU 27 ),

o higher costs per employee (23,5% in relation to EU 27 average).

There is a strong need to focus on technological modernisation and technological renewal, including
investments in new technologies and process control, fostering a more efficient use of raw materials, aimed
at improving production efficiency for better competitiveness, as well as improving energy efficiency and
reducing the environmental impact of food-processing.

Processing on family farms

Croatia has registered the processing of agricultural products at fewer than 1.000 family farms which in
relation to the total number of family farms represents less than 1 % of the total.

Forestry sector

The term "Forestry sector” in the RDP includes forestry, hunting and wood processing. According to the
Forest Act, forest is considered the land covered with forest trees in the form of the stand on more than 10
acres (0,1 ha) and forest land is considered the land on which it is grown forest or that is due to its natural
characteristics and conditions of management envisaged as the most favorable for the cultivation of forests.

Sustainable forest management in Croatia has a centuries-old tradition of preserving and improving the
protection of biodiversity and beneficial functions of forests (forest ecosystem services). Forestry as an
industry has a significant influence on the development of rural areas, although its share in national
GDP[18] is only 1,11 %.

The total area of forests and forestland in Croatia amounts to 2.688.688 ha, accounting for 48 % of the total
land area (CI-29). 78 % of forests and forestland are owned by the state, while the remaining 22 % is
privately owned. 96 % of the state-owned forests are managed by the state company Hrvatske Sume
(Croatian Forests) in accordance with the Forest Act, which is independent of the state budget and is
financed from the proceeds of its activities (Figure 6).

The growing stock amounts to 398 million m?, annual growth is 10,5 million m?, and prescribed etat[19]
(wood stock for felling) is 6,6 million m*/year. The Forest Management Area Plan of the Republic of
Croatia and other forest management plans are the basis for professional, scientifically based and
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sustainable forest management in Croatia.

The average size of private forest holdings is only 0,43 ha[20], due to fragmentation and size degradation.
Current private forest road density is only 6,5 km/1.000 ha. State-owned forests have higher average forest
road density (10,13 km / 1.000 ha) which is still unsatisfactory, given that optimum forest road density
should be from 15 km/1.000 ha to 30 km/1.000 ha depending on the relief area [21]. Besides, in state-owned
forests there are still large unopened inaccessible forest areas.

With respect to the natural wealth of Croatia, the NATURA 2000 network covers 37 % (CI-34) of national
land territory with the largest share (68 %) being the forest ecosystems[22]. The forests include a wealth of
biological and biogeographic diversity which is well-maintained due to long-life sustainable forest
management respecting balanced ecological, social and economic role of forest and other ecosystems.

Degraded forms of forest stands (coppice forests, shrubs, shrubbery, macquis, garigues) cover 1.046.972 ha
or 43,58 % of forests and forest land[23] caused by inadequate management in the past, forest fires or other
abiotic or biotic factor. The Act on Forests (OG 140/2005) considers the reconstruction and conversion of
coppice, shrubs, shrubberies and maquis as silvicultural works that are prescribed in the forest management
plans. A good portion of these forests are located in the karst areas where they have the crucial role of
providing environmental, health, tourism, recreational and other services[24].

80 % of forest fires occur in the karst area of Croatia, where an average of 9.000 ha burns annually.

Silviculture improves the resilience and environmental value of forests and contributes to climate change
mitigation through carbon outflow. Given that the role of these forests is primarily protective rather than
economic, sustainable management is dependent on the continued support for silviculture. Together with
increased investments in fire prevention and protection[25], this will reduce natural risks to the lowest level.
There is a 250-year-old tradition of forestry based on the principles of sustainable forest management and a
long-established tradition of Forest Management Plans (FMPs), as the result of which 76 % of forest areas,
mainly state-owned, are FSC certified. All state-owned forests and 60 % of private forests have approved
FMPs; there is no threshold for private forests. State owned forests and part of privately owned forests are
managed according to FSC certification standards[26]. Contractors in forestry[27], due to the high purchase
price of machines and tools, often use environmentally unfriendly machines and tools as well as procedures
potentially threatening for human health.

Game Management, besides its rich tradition in Croatia and diverse habitats, has significant tourism
potential and could provide a valuable economic asset for rural community.

Wood processing and furniture production have a significant role in the national economy[28], whose
structure is dominated by small business entities[29]. Wood processing is characterized by low productivity,
profitability and a poor level of finish and is lagging in technological development due to the lack of
investment in new, more efficient and environmentally friendly technologies. In 1990, there were 35.060
employees working in wood processing; by 2011 that number had dropped significantly to 10.839
employees[30].

[1] Programme-specific context indicators
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[2] References are made to EU-27 in this section where data refers to prior 1/7/2013
[3] EU Labour Force Survey, Eurostat

[4] Pertains to actual utilised area. It is estimated that the area is larger because many holdings jointly
use state land as pastures.

[5] Source: CBS - Research on the Structure of Agricultural Holdings 2010 Data prepared by: Ministry
of Agriculture

[6] AWU - Annual Work Unit - means the annual working hours of a person working on a full-time
basis. In Croatia, ] AWU is defined as 1.800 working hours per year.

[7] The National Apiculture Programme is adopted pursuant to legislation governing the market of
agricultural products, and the measures implemented within the framework of the Programme cannot be
financed from the funds intended for rural development.

[8] Production is carried out in accordance with the Ordinance on the integrated production of
agricultural products and Technical guidance for the four types of production: fruit, grapes, vegetables
and arable crops.

[9] As of 08/05/2014

[10] Ministry of Environmental Protection and Physical Planning

[11] State Institute for Nature Protection

[12] Brochure prepared by the Ministry of Agriculture, published in 2009

[13] In the context of the Kyoto Protocol, the LULUCEF sector that deals with reducing greenhouse gas
emissions by neutralizing either by increasing the removal of greenhouse gases from the atmosphere
(afforestation, forest management) or by reducing emissions (deforestation containment).

[14] Intergovernmental Panel on Climate Change (IPCC) (International Panel on Climate Change)
[15] Source: Selected indicators of environmental situation in the Republic of Croatia; CEA 2012).

[16] Source: Inventory of greenhouse gases (NIR 2013) published by the Agency for Environmental
Protection

[17] OG 140/05, 82/06, 129/08, 80/10, 124/10, 25/12, 68/12

[18] State of European Forests, 2011

[19] Forest Management Area Plan of the Republic of Croatia 2006 - 2015

[20] Assessment according to the Ordinance on forest management, OG 111/06 and 141/08

[21] Pentek et al. 2014 Nova mehanizacija Sumarstva Vol. 35 (2014)
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[22] Proposal of the NATURA 2000 ecological network, 2012
[23] Forest Management Area Plan of the Republic of Croatia 2006 - 2015.
[24] Forest Management Area Plan of the Republic of Croatia 2006 - 2015

[25] Register of forest fires (80 % of the forest fires occur in the karst area of the Republic of Croatia, in
which an average of 9.000 ha burn annually)

[26] www.fsc.hr
[27] Croatian Chamber of Forestry and Wood Technology (326 licensed contractors)

[28] Central Bureau of Statistics (7 % of the total trade in Croatia, one third of the total number of
employees in the processing industries, EUR 186 million or 0,4 % share of GDP in 2009)

[29] Central Bureau of Statistics (1.331)

[30] Central Bureau of Statistics
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Vanjsko trgvinska razmjena poljoprivredno prehrambenih proizvoda
RH

N lzvoz
800000
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(VIEDXmj)  (VIHX mj}  (VIHX mj)  (VIHX mj)  (VIEIX mj)  (VIEDX mj}  (VII-IX mi)

Source: CBS, 2013. Data prepared by: Ministry of Agriculture

Diagram text:

Vanjsko trgovinska razmjena poljoprivredno prehrambenih proizvoda = Foreign trade of agri-food products
Izvoz = Export

Uvoz = Import

mj = month
Figure 2 Commodity export and import values of the Republic of Croatia
land size (ha) all heldings
year %
0to <3 >3to<20 | 220to <100 |>100to < 750 [>750 to <3.000{  >3.000 (%)
2007 holdings 60,52 36,15 2,98 0,32 0,02 0,01 1004
land 9,34 43,6 20,55 12,06 5.59 8,86 100|
s holdings 62,11 34,35 3,16 0,35 0,02 0,01 100|
land 9,48 41,46 22,34 12 87 5,68 8,16 100
2009 holdings 63,27 33,16 3;2 0,34 0,02 0,01 1004
land 10,07 40,84 23,24 12,44 547 7,94 100|
SO holdings 63,84 32,58 3.2 0,36 0,02 0,004 100
land 10,65 40,91 24,43 13,02 4.1 6.9 1004
o holdings 56,25 39,14 4,06 0,52 0,02 0,004 1004
land 10,02 39,05 100|
I holdings -7,06% 8,27%
index 07-11
land 7,28% -10,44%

Figure 3 Structure of Agricultural Holdings
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Source: CBS - Research on the Structure of Agricultural Holdings 2010 Data prepared by: Ministry of Agriculture
Diagram text:

Puno poljoprivredno obrazovanje = Full agricultural education

Osnovno obrazovanje = Elementary education

Samo prakti¢no iskustvo = Only practical experience

Figure 4 Education of Farm holders

Maslinici Vinogradi

. Eho i Ostalo
Liekoitobilie  27% 2,08
3,6% 3,0%
Vodnjaci
B.o%

Livade i painj

73,9% Oranice

55,8%

Source: Ministry of Agriculture, 2012

Diagram text:

Livade i pasnjaci = meadows and pastures
Vocnjaci = orchards

Ljekovito bilje = medicinal herbs

Maslinici = olive groves

Vinogradi = vineyards

Ostalo = other

Oranice = arable land

Figure 5 Structure of organic production in the total utilised agricultural land
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RH - Hrvatike iume d.o.0
"%

RH - Tijela
drlavne
uprave |
Privatni fiumoposjednici pravne osobe
% ™

Graph text:

RH — Hrvatske Sume = Republic of Croatia —Hrvatske Sume (Croatian forests) Ltd.

Privatni Sumoposjednici = Privately owned forests

RH — Tijela drZzavne uprave i pravne osobe =Republic of Croatia - Government bodies and legal persons

Figure 6 The ownership structure of forests and forest land in the Republic of Croatia
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Expected status after full
Estimated existing status  |mplementation of UWWT and

IPPC (IED) directives
Water bodies status (surface) Danube | Adriatic Sava | Adratic
, Biver Biver , Biver Biver
Croatia Basin Basin Croatia Basin Basin
District | District District | District

Total nuomber of water

bodies

1234 900 334 1234 900 334

Good 382 331 51 386 339 47

Moderate 183 166 17 140 127 13

Length of water bodies (km) | 13.053 | 10.780 | 2.273 | 13.053 | 10.780 | 2.273

Good 5154 | 4729 425 4483 | 4165 319
Moderate 2.168 | 2.057 111 1.548 1.467 81
Poor 276 243 33 215 186 29

Figure 7 Water bodies status total N

4.1.2. Strengths identified in the programming area

e Accessibility of expert advisory services throughout the country through established county offices
of the Croatian Advisory Service with experienced staff for measures established under IPARD;

e Agriculture is historically important and represents the most common economic activity of the
population in rural areas as well as representing a relatively significant proportion of the labour
force: the agriculture sector accounts for 5,5 % of GDP and 13,8 % of total labour force;

¢ Consolidated trend towards a more viable farm structure evidenced by the increase in number of
agricultural holdings registered in the categories from 20 to 100 ha (2007-2011, increase of 36,24
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%) and from 100 to 750 ha (2007-2011 increase of 62,5 %);

¢ High-quality domestic products due to good natural conditions and traditional production methods:
there is an increase in the number of registered products with quality marks applying for EU
registration;

e The tradition of craftsmanship: the forestry sector has a significant economic role with wood-
processing and furniture production;

e A developed system of insurance companies operating in rural areas with a previous experience of
agricultural users;

e High-quality natural resources and cultural heritage and extensive family farm structure provides a
strong basis for rural tourism development;

o Articulated system of local self-government units and some experience in drawing up local
development plans for place-based strategies and local governance;

e Increasing interest of producers in integrated and organic production and appropriate legal
framework well-established: the agricultural land used for organic production has tripled in the last
five years;

e The NATURA 2000 network covers 37 % of national land territory with the largest share (68 %)
being the forest ecosystems;

e Wealth of biological and biogeographic diversity: Croatia is rich in terms of well-preserved natural
resources and biodiversity, with 40.000 identified taxa;

e 48 % of the country is covered in forests, with considerable production potential of forest biomass as
a renewable energy resource;

e 250 year old tradition of forestry based on principles of sustainable forest management and a long-
established tradition of Forest Management Plans, as the result of which 76 % of forest areas are
FSC certified;

e The availability of sufficient quantities of water of good quality, with a very high quality of surface
waters;

¢ Increasing environmental awareness n the farming community: e.g. a significant decrease in the use
of mineral fertilizers (18,3 % in 2012 compared to 2011) supported by an intensive information
campaign.

4.1.3. Weaknesses identified in the programming area

e Low level of education and lack of informal education programmes and vocational training of
farmers and forest owners: in rural areas, the proportion of adults with only primary education
ranges from 20-35 % and 95 % of farmers have no vocational agricultural education whatsoever.
These factors lead to a low take up of innovation in the sector;

e Insufficient and patchy access to broadband in rural areas: less than 0,01 % of rural households had
access to NGA services in rural areas at the end of 2012 and 2,2 % of the population have no
broadband access;

¢ Insufficient knowledge and training of advisors with regard to the implementation of new techniques
and technologies contributing to the sustainable and efficient use of natural resources;

e Lack of access roads and other physical infrastructure (such as water treatment services) in rural
areas to support the rural population, with long-term neglect of physical, recreational and social
infrastructure in rural areas. The limited access to services in terms of distance and availability also
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1impacts on social inclusion;

e Consolidated trend of migration from rural areas to the urban conglomerations, marked particularly
in the 20-35 age group;

e Large number of small agricultural holdings unable to profit from economies of scale and on the
verge of economic viability: 89.480 agricultural holdings are in the economic category SO under
EUR 2.000 and the average is EUR 9.064,9 per holding;

e High unemployment rate in rural areas in 2013, the employment rate for persons aged 15-64 was
62,5 % (13,5 % lower than the EU-27 average). Long-standing decrease in employment is especially
marked in the forestry sector under long-term dramatic decline;

e The degree of exposure to poverty in rural areas is significantly higher than the national average,
amounting to 38,1 %;

e Lack of updated and integrated local strategies and development plans and low administrative,
technical and financial capacity of local self-government units;

¢ Insufficient area coverage with local action groups;

e The age profile of farmers and forest owners: 58,8 % of holders of agricultural holdings are over 55
and only 4,1 % under 35 with a lack of generational renewal,

e Low level inclusion of agricultural holdings into higher-level organizational forms and other types of
cooperation: 97,4 % of holdings function as family agricultural holdings and only 0,2 % as
cooperatives due to the negative historical connotations of former cooperatives;

e Large number of small unspecialised family farms in livestock production held by ageing farmers
with only primary education, under further pressure due to the requirement to adapt to Community
standards regarding animal health and welfare and environmental protection, contributing to their
decline and a downward trend in numbers (Annex V - List of mandatory Community Standards
eligible for financing under RDP);

¢ A high presence of and reliance on intermediary sales. This is exacerbated by an imbalance in
bargaining power between producers and processing-distribution chains;

e Lack of information, marketing and involvement of agricultural and forestry producers in quality
systems;

o Lack of self-sufficiency for the majority of agri-food products and unfavourable import-export ratio;

e Uncompetitive agricultural production and low productivity in the food-processing sector. The
productivity of Croatian agriculture (2010-2012) was 58,2 % less than the EU average. The sector is
characterised by low incomes and low yields;

e Low level of value-added agricultural, wood and non-wood forest products;

¢ Low investment in modernisation, technology and innovation of agricultural holdings, forestry and
processing economies given the structure, average holding size, and standard output together with a
lack of quality support resources at the national level,

e Inadequate level of finishing and processing of wooden raw materials making products difficult to
place in domestic and export market;

¢ Limited application of research knowledge and its translation and transfer into the agricultural sector
with scarce interest among farmers to develop, test, implement and disseminate latest knowledge and
innovations and low take up of innovation due to low level of education and knowledge;

e Lack of general information and education of the rural communities about the importance and
benefits of sustainable management of ecosystems in agriculture and forestry and preservation of
biodiversity;

e Little coverage of agricultural and forestry production insurance policies from damage caused by
natural disasters and wildlife;
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e Loss of soil and loss of soil fertility due to erosion, significantly higher than the EU average, and
23,23 % of agricultural land is at high risk of soil erosion;

¢ Insufficient capacity for adequate disposal of manure on agricultural holdings;

e Agricultural holdings and food processing facilities are not fully complied with the EU standards in
the scope of public health, food quality, animal health and welfare and nature protection;

e No experience in implementing animal welfare standards so the breeders have insufficient interest
on animal welfare;

e Deterioration of landscape and the reduction of biodiversity due to the abandonment of agricultural
land or intensification of agricultural activity: 54,4 % of Croatia is under HNV farmland,

e Large proportion of degraded forms of forest stands, affecting 43,58 % of forests and forest land and
Insufficient enriching of forest ecosystems with rare and endangered native species of trees and
shrubs;

e Presence of mined forest and agricultural areas: 613,6 km? is currently mine-suspected of which 81
% is forest land and 19 % agricultural land;

e Low share of privately owned forest areas with international certification for sustainable
management and 60 % of privately owned forests do not have forest management plans;

e Lack of Natura 2000 management plans;

e Outdated and neglected systems for the improvement of drainage;

e Underdeveloped infrastructure for irrigation systems: only 1,1 % of utilised agricultural land in
Croatia is irrigated and increasingly frequent occurrences of drought lead to uneven crop production;

¢ QOutdated and energy-inefficient facilities, techniques and technologies in agriculture and forestry
and lack of awareness and knowledge. Low level of use of renewable energy resources: insufficient
promotion and knowledge transfer for using forest biomass.

4.1.4. Opportunities identified in the programming area

¢ Increased interest in areas of high landscape and cultural values of rural areas as part of a demand for
green/rural tourism in the EU, strongly linked to nature, local products, and cultural traditions;

¢ Significant opportunities for diversification for the family farms, rural SMEs and forest economic
activities with the development and marketing of added-value food products and handicrafts, in rural
tourism and related services, also in the context of national Strategies such as the National Tourism
Strategy for 2020;

¢ Availability of abandoned agricultural holding buildings, community halls, schools for rural
community development and use;

e Better connectivity of rural communities including opportunity for direct sales by small producers

through ICT and broadband accessibility within and outside the EU;

e Easier access to information on the latest technology solutions and innovation in the EU and more
opportunities for cooperation and exchange of practices - better trained, more highly qualified
farmers and foresters will be more innovative and receptive, also with the support of the EIP
network;

e The lack of self-sufficiency for the majority of agricultural products provides a significant margin
for increasing income through higher yields and productivity to fulfil the domestic market needs;

e Easier access of agri-food and forestry products to the EU market and greater opportunities for their
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promotion and marketing in the global market;

e Improvement of standards of agri-food sector related to public health, food quality, animal health
and welfare and nature protection;

e The introduction of higher standards of animal breeding based on animal welfare is an opportunity to
increase demand among consumers for products that originate from animal-friendly breeding, and
the opportunity for the potential development of a new quality scheme;

¢ Developing new markets for forestry ecosystem services: this could range from FSC wood products
to sales of game for both the domestic and export market;

e The growth of consumer interest (domestic consumers, tourists and export market) in value-added
local agri-food products, including a growing segmentation based on the specific characteristics of
the raw materials, quality marks, health aspects and ethical and environmental considerations and
increased market for organic products in the EU market;

o A better understanding of risk management practices to support protection against biotic and other
threats, including via cooperation;

e Growing awareness in rural communities of the consequences of climate changes and the need to
increase resilience and biodiversity of forest and of agricultural ecosystems as well as carbon drain;

¢ Increased availability and convenience of more efficient and environmentally friendly technologies
in agriculture and forestry (green technologies);

e Large availability of water. Thanks to favourable climatic, hydro geological and hydrological
features and in proportion to its small population, water use opportunities in Croatia are very
favourable and can be exploited within the context of the National Plan for irrigation and agricultural
land and water management in Croatia with clear 2020 targets, also given the very unfavourable
conditions which may emerge seasonally due to extreme events;

e National Strategy for energy produced from renewable resources and increasing demand, driven by
the need to meet the 2020 energy goals, will stimulate the utilization of biomass from agriculture,
food-processing and forests;

e Expected increase in fossil fuel prices will enhance benefits to rural communities from supplies from
renewable energy sources;

e Macro-regional strategies addressing key issues with an impact on the agricultural and forestry
sector.

4.1.5. Threats identified in the programming area

e Ageing population in rural areas may increase pressure on available health and support services and
local self-government units;

¢ Continuing migration may led to the decline of rural communities and abandonment of rural
settlements, with an accompanying loss of cultural and traditional values;

e Lack of provision of basic services and deterioration of infrastructure because of cuts in public
spending and inappropriate organisational models;

e Failure to take on innovation and engage in collaborative/cooperative activities: farmers and forest
owners with low levels of education are less prone to take risks and innovate or see the benefits of
collaboration and cooperation;

¢ Global or regional financial crises and weak investment potential exacerbated by lack of access to
credit creating barriers to modernisation;
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Competition from neighbouring countries and the EU market with cheaper products;

The high cost of getting agricultural and food products into major retail chains, ensuing steady
quality supplies and logistics;

Lack of awareness of the public and economic operators towards sustainable and environmentally
efficient management in agriculture and forestry;

Environmental degradation: degradation in key environmental assets could significantly and
negatively affect the farming sector in the longer term. Pests and diseases can also have an
unpredictable and potentially significant effect on farm and forestry businesses and the food and
wood supply chains;

Vulnerability of rural areas to natural disasters, such as floods risking the livelihoods in the farming
sector;

The impact of global climate changes on the stability of production, product quality and preservation
and stability of agricultural and forest ecosystems;

The impact of changes in land use and the hydrological regime on the stability of production and
ecosystems;

Abandonment of agricultural land consequent to rural depopulation with the formation of
successions and the consequent reduction in the intensity of forest ecosystems management.
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4.1.6. Common Context Indicators

1 Population

Indicator name Unit Value Year Updated value Updated year
total Inhabitants 4,398,150 | 2012 p 4,262,140 | 2013
rural % of total 56.5 | 2012 56.3 | 2013
intermediate % of total 254 1 2012 25.1 | 2013
urban % of total 18.1 | 2012 18.6 | 2013
2 Age Structure
Indicator name Unit Value Year Updated value Updated year
total <15 years % of total population 149 | 2012p 14.9 | 2013
total 15 - 64 years % of total population 67.7 | 2012 p 66.9 | 2013
total > 64 years % of total population 17.3 | 2012p 18.1 | 2013
rural <15 years % of total population 15 ] 2012p 15 | 2013
rural 15 - 64 years % of total population 67.4 | 2012 p 66.5 | 2013
rural > 64 years % of total population 17.6 | 2012 p 18.5 | 2013
3 Territory
Indicator name Unit Value Year Updated value Updated year
total Km2 56,594 | 2012
rural % of total area 79.1 | 2012
intermediate % of total area 19.8 | 2012
urban % of total area 1.1 | 2012
4 Population Density
Indicator name Unit Value Year Updated value Updated year
total Inhab / km2 77.8 | 2011 75.4 ] 2013
rural Inhab / km2 55.7 | 2011 53.4 | 2013
5 Employment Rate
Indicator name Unit Value Year Updated value Updated year
total (15-64 years) % 50.7 | 2012 49.2 | 2013
male (15-64 years) % 55.1 | 2012 52.8 | 2013
female (15-64 years) % 46.2 | 2012 45.6 | 2013
* rural (thinly
populated) (15-64 % 49.8 | 2012 47.1 | 2013
years)
total (20-64 years) % 553 | 2012 53.9 | 2013
male (20-64 years) % 60.6 | 2012 583 | 2013
female (20-64 years) % 50.2 | 2012 49.7 | 2013
6 Self-employment rate
Indicator name Unit Value Year Updated value Updated year
total (15-64 years) % 16.4 | 2012 15.8 | 2013
7 Unemployment rate
Indicator name Unit Value Year Updated value Updated year
total (15-74 years) % 15.9 | 2012 17.2 | 2013
youth (15-24 years) % 43 | 2012 49.7 | 2013
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rural (thinly populated)

(15-74 years) % 16.2 | 2012 19.1 | 2013
youth (15-24 years) % 41.3 | 2012 51.3 | 2013
8 GDP per capita

Indicator name Unit Value Year Updated value Updated year
total Index PPS (EU-27 = 61 | 2012 61 | 2013

100)
* rural Index PPS (EU-27 = 45.8 | 2010 51| 2013
100)

9 Poverty rate

Indicator name Unit Value Year Updated value Updated year
total % of total population 32.7 | 2011 32.3 | 2012
. -
porl‘)‘fl‘;gg;nly % of total population 38.1 | 2011 38 | 2012
10 Structure of the economy (GVA)

Indicator name Unit Value Year Updated value Updated year
total EUR million 37,279.4 | 2012 p 36,534.5 | 2013
primary % of total 51 2012p 4.4 ] 2013
secondary % of total 263 | 2012p 26.3 | 2013
tertiary % of total 68.8 | 2012 p 69.3 | 2013
rural % of total 442 | 2010 445 | 2011
intermediate % of total 22.5 | 2010 22.4 | 2011
urban % of total 33.3 | 2010 33.1 | 2011
11 Structure of Employment

Indicator name Unit Value Year Updated value Updated year
total 1000 persons 1,429.5 | 2012 1,574 | 2014
primary % of total 4.7 | 2009 9.5 | 2014
secondary % of total 31.3 | 2009 26.9 | 2014
tertiary % of total 64 | 2009 63.6 | 2014
rural % of total 48.3 | 2010 48.4 | 2012
intermediate % of total 23 | 2010 22.8 | 2012
urban % of total 28.7 | 2010 28.9 | 2012
12 Labour productivity by economic sector

Indicator name Unit Value Year Updated value Updated year
total EUR/person 26,078.6 | 2012 p 26,197 | 2011
primary EUR/person 26,497.2 | 2009 25,219 | 2011
secondary EUR/person 20,770.4 | 2009 23,785 | 2011
tertiary EUR/person 26,642.6 | 2009 27,315 | 2011
rural EUR/person 24,399.2 | 2010 24,862 | 2011
intermediate EUR/person 26,045.3 | 2010 26,573 | 2011
urban EUR/person 30,924.7 | 2010 31,550 | 2011

108




13 Employment by economic activity

Indicator name Unit Value Year Updated value Updated year
total 1000 persons 1,4459 | 2012 1,390.2 | 2013
agriculture 1000 persons 179.9 | 2012 158.6 | 2013
agriculture % of total 12.4 | 2012 11.4 | 2013
forestry 1000 persons 14.5 | 2012 9.9 | 2013
forestry % of total 1] 2012 0.7 | 2013
food industry 1000 persons 49 | 2012 49.4 | 2013
food industry % of total 3.4 | 2012 3.6 | 2013
tourism 1000 persons 82.2 | 2012 85.1 | 2013
tourism % of total 5.7 | 2012 6.1 | 2013
14 Labour productivity in agriculture
Indicator name Unit Value Year Updated value Updated year
total EUR/AWU 6,348.9 | 2010 -2012 5,295.7 | 2013
15 Labour productivity in forestry
Indicator name Unit Value Year Updated value Updated year
total EUR/AWU 14,018.2 | 2012 -2013 13,928.5 | 2013
16 Labour productivity in the food industry
Indicator name Unit Value Year Updated value Updated year
total EUR/person 17,166.6 | 2010 26,105 | 2013
17 Agricultural holdings (farms)
Indicator name Unit Value Year Updated value Updated year
total No 157,450 | 2013
farm size <2 Ha No 60,700 | 2013
farm size 2-4.9 Ha No 48,220 | 2013
farm size 5-9.9 Ha No 24,690 | 2013
farm size 10-19.9 Ha No 12,610 | 2013
farm size 20-29.9 Ha No 3,880 | 2013
farm size 30-49.9 Ha No 3,030 | 2013
farm size 50-99.9 Ha No 2,610 | 2013
farm size >100 Ha No 1,350 | 2013
farm economic size
<2000 Standard Output | No 39,450 | 2013
(80)
;ﬁggoe_cg‘.‘;;giggze No 36,310 | 2013
ffggloe_“;‘;;‘;ig gze No 33,430 | 2013
s | o
150002090950 | N 10530 | 2013
et | o
farm economic size No 3,840 | 2013
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50.000 - 99.999 SO

farm economic size

100.000 - 249.999 SO No 1,600 1 2013
Rl
g%%?of)%"g‘(’)mic size= | No 180 | 2013
average physical size ha UAA/holding 10 | 2013
average economic size EUR of SO/holding 12,887 | 2013
31?::%;:;:;;;; labour Persons/holding 2.5 | 2013
3:5::‘%;\535;“ labour |\ WU/holding 1.1 | 2013
18 Agricultural Area

Indicator name Unit Value Year Updated value Updated year
total UAA ha 1,316,010 | 2010 1,571,200 | 2013
arable % of total UAA 68 | 2010 559 | 2013
permanent grassland % of total UAA 25.8 | 2010 21.6 | 2013
and meadows
permanent crops % of total UAA 5.9 | 2010 4.6 | 2013
19 Agricultural area under organic Farming

Indicator name Unit Value Year Updated value Updated year
certified ha UAA 8,920 | 2010 17,320 | 2013
in conversion ha UAA 10,950 | 2010 23,341 | 2013
share of UAA (both
certified and % of total UAA 1.5 ] 2010 2.6 | 2013
conversion)
20 Irrigated Land

Indicator name Unit Value Year Updated value Updated year
total ha 14,480 | 2010 13,430 | 2013
share of UAA % of total UAA 1.1 | 2010 0.9 | 2013
21 Livestock units

Indicator name Unit Value Year Updated value Updated year
total Isu 1,020,180 | 2010 864,020 | 2013
22 Farm labour force

Indicator name Unit Value Year Updated value Updated year
;‘;;f:f%;l:; farm Persons 513,680 | 2010 388,370 | 2013
total regular farm AWU 179,290 | 2010 173,250 | 2013
labour force
23 Age structure of farm managers

Indicator name Unit Value Year Updated value Updated year
:ﬁ;‘ﬂarg:r‘;ber offarm 233,280 | 2010 157,450 | 2013
share of <35y % of total managers 4.1 | 2010

No of young managers
ratio <35/>=55y by 100 elderly 7 | 2010
managers

24 Agricultural training of farm managers

Indicator name Unit Value Year Updated value Updated year
share of total managers
with basic and full % of total 5 | 2010

agricultural training
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share of manager <35y

with basic and full % of total 11.7 | 2010
agricultural training
25 Agricultural factor income
Indicator name Unit Value Year Updated value Updated year
total EUR/AWU 3,509.2 | 2012 3,549 | 2013
total (index) Index 2005 = 100 101 | 2012 102.2 | 2013
26 Agricultural Entrepreneurial Income
Indicator name Unit Value Year Updated value Updated year
?;zi‘:?;d of living of EUR/AWU 2,957.5 | 2012 3,922.7 | 2013
Standard of living of
farmers as a share of the
standard of living of % 29.8 | 2013
persons employed in
other sectors
27 Total factor productivity in agriculture
Indicator name Unit Value Year Updated value Updated year
total (index) Index 2005 = 100 82 | 2014
Comment: Indeks 2007.=100.
28 Gross fixed capital formation in agriculture
Indicator name Unit Value Year Updated value Updated year
GFCF EUR million 269.87 | 2011 191 | 2013
Z}g‘?irju‘l’tfu?eVA in :/;sggxi in 14.6 | 2011 11.9 | 2013
29 Forest and other wooded land (FOWL) (000)
Indicator name Unit Value Year Updated value Updated year
total 1000 ha 2,474 | 2010
share of total land area % of total land area 43.7 | 2010
30 Tourism infrastructure
Indicator name Unit Value Year Updated value Updated year
bed-places in collective | o ¢ peg places 437,758 | 2011 867,110 | 2013
stablishments
rural % of total 67.2 | 2011 32.2 | 2013
intermediate % of total 30.2 | 2011 11.3 | 2013
urban % of total 2.6 | 2011 56.5 | 2013
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31 Land Cover

Indicator name Unit Value Year Updated value Updated year
f:rf;e of agricultural % of total area 40.1 | 2006 403 | 2012
erlzgcsalgiélatural % of total area 4.4 | 2006 4.5 | 2012
share of forestry land % of total area 36 | 2006 35.8 | 2012
i}/‘jzfﬂ‘;flgﬁsru“]‘fnal % of total area 10.4 | 2006 115 | 2012
share of natural land % of total area 4.2 | 2006 3.3 | 2012
share of artificial land % of total area 3.1 | 2006 34 | 2012
share of other area % of total area 1.7 | 2006 1.3 | 2012

32 Areas with Natural Constraints

Indicator name Unit Value Year Updated value Updated year
total % of total UAA 41.3 | 2014

Comment: Source for proxy: MoA - Annex to the RDP 2014-2020: Study on Designation of areas facing natural or other specific constraints

mountain % of total UAA 3.1 | 2014

Comment: Source for proxy: MoA - Annex to the RDP 2014-2020: Study on Designation of areas facing natural or other specific constraints

other % of total UAA 34.7 | 2014

Comment: Source for proxy: MoA - Annex to the RDP 2014-2020: Study on Designation of areas facing natural or other specific constraints

specific | % of total UAA 35 | 2014 | |

Comment: Source for proxy: MoA - Annex to the RDP 2014-2020: Study on Designation of areas facing natural or other specific constraints

33 Farming intensity

Indicator name Unit Value Year Updated value Updated year
low intensity % of total UAA 49.7 | 2013
medium intensity % of total UAA 38.6 | 2013
high intensity % of total UAA 11.8 | 2013
grazing % of total UAA 12.4 | 2010
34 Natura 2000 areas

Indicator name Unit Value Year Updated value Updated year
share of the territory % of territory 36.7 | 2013

Comment: Source: Croatian Environment Agency - publication: "Okolis na dlanu", 2014

share of UAA (incl.

0,
natural grassland) % of UAA 13.6 | 2013
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Comment: Source: Paying Agency for Agriculture, Fisheries and Rural Development

share of total forestry % of forest area 45 | 2014
area
35 Farmland Birds index (FBI)
Indicator name Unit Value Year Updated value Updated year
total (index) Index 2000 = 100 92 | 2016
Comment: Indeks 2015. = 100
36 Conservation status of agricultural habitats (grassland)
Indicator name Unit Value Year Updated value Updated year
% of assessments of
favourable habitats NA
Comment: Data on the conservation of agricultural habitats shall be guaranteed by 2019 in line with the obligations for the Republic of Croatia.
unfavourable - % of assessments of NA
inadequate habitats
Comment: Data on the conservation of agricultural habitats shall be guaranteed by 2019 in line with the obligations for the Republic of Croatia.
0,
unfavourable - bad }f] O.f assessments of NA
abitats
Comment: Data on the conservation of agricultural habitats shall be guaranteed by 2019 in line with the obligations for the Republic of Croatia.
% of assessments of
unknown habitats NA
37 HNV Farming
Indicator name Unit Value Year Updated value Updated year
total % of total UAA 544 | 2011 0
Comment: Source: State Institute for Nature Protection
38 Protected Forest
Indicator name Unit Value Year Updated value Updated year
class 1.1 % of FOWL area 2.1 | 2011
class 1.2 % of FOWL area 0.4 | 2011
class 1.3 % of FOWL area 8.6 | 2011
class 2 % of FOWL area 0.2 | 2011
39 Water Abstraction in Agriculture
Indicator name Unit Value Year Updated value Updated year
total 1000 m3 30,281.2 | 2010
40 Water Quality
Indicator name Unit Value Year Updated value Updated year
Potential surplus of
nitrogen on agricultural | kg N/ha/year 75 | 2012
land
Comment: Source: Eurostat - Gross Nutrient Balance: table aei_pr_gnb, 2014
Potential surplus of
phosphorus on kg P/ha/year 10 | 2012
agricultural land
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Comment: Source: Eurostat - Gross Nutrient Balance: table aei_pr_gnb, 2014

Nitrates in freshwater -
Surface water: High % of monitoring sites 35.2 | 2010
quality

Comment: Source for proxy: Croatian Water, Institute for Water Resources. Values are calculated on the basis of the available data and will be further analysed
in detail as part of the on-going evaluation which is expected in 2015 and will be paid by TA funds. By the beginning of 2019, reviewed proxies (or CCI) will be
provided.

Nitrates in freshwater -
Surface water: % of monitoring sites 50 | 2010
Moderate quality

Comment: Source for proxy.: Croatian Water, Institute for Water Resources. Values are calculated on the basis of the available data and will be further analysed
in detail as part of the on-going evaluation which is expected in 2015 and will be paid by TA funds. By the beginning of 2019, reviewed proxies (or CCI) will be
provided.

Nitrates in freshwater -
Surface water: Poor % of monitoring sites 14.8 | 2010
quality

Comment: Source for proxy.: Croatian Water, Institute for Water Resources. Values are calculated on the basis of the available data and will be further analysed
in detail as part of the on-going evaluation which is expected in 2015 and will be paid by TA funds. By the beginning of 2019, reviewed proxies (or CCI) will be
provided.

Nitrates in freshwater -
Groundwater: High % of monitoring sites 96.7 | 2010
quality

Comment: Source for proxy: Croatian Water, Institute for Water Resources. Values are calculated on the basis of the available data and will be further analysed
in detail as part of the on-going evaluation which is expected in 2015 and will be paid by TA funds. By the beginning of 2019, reviewed proxies (or CCI) will be
provided.

Nitrates in freshwater -
Groundwater: Moderate | % of monitoring sites 3.3 ] 2010
quality

Comment: Source for proxy.: Croatian Water, Institute for Water Resources. Values are calculated on the basis of the available data and will be further analysed
in detail as part of the on-going evaluation which is expected in 2015 and will be paid by TA funds. By the beginning of 2019, reviewed proxies (or CCI) will be
provided.

Nitrates in freshwater -
Groundwater: Poor % of monitoring sites 0 | 2010
quality

Comment: Source for proxy.: Croatian Water, Institute for Water Resources. Values are calculated on the basis of the available data and will be further analysed
in detail as part of the on-going evaluation which is expected in 2015 and will be paid by TA funds. By the beginning of 2019, reviewed proxies (or CCI) will be
provided.

41 Soil organic matter in arable land

Indicator name Unit Value Year Updated value Updated year

Total estimates of

organic carbon content mega tons 1,248 [ 2016

Comment: The proxy’s values based on Croatian Agency for the Environment and Nature data.

Mean organic carbon

contont gke-1 19 | 2016

Comment: The proxy’s values based on Croatian Agency for the Environment and Nature data.

42 Soil Erosion by water

Indicator name Unit Value Year Updated value Updated year
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rate of soil loss by

. tonnes/ha/year 3.2 | 2006 3] 2012

water erosion
agricultural area 1000 ha 159.6 | 2006 - 2007 238.7 | 2012
affected
agricultural area % of agricultural area 6.3 | 2006 - 2007 9.4 | 2012
affected
43 Production of renewable Energy from agriculture and forestry

Indicator name Unit Value Year Updated value Updated year
from agriculture kToe 42 | 2013
from forestry kToe 473 | 2010 704.4 | 2013
44 Energy use in agriculture, forestry and food industry

Indicator name Unit Value Year Updated value Updated year
agriculture and forestry | kToe 192 | 2011 197.5 | 2013
use per ha (agriculture kg of oil equivalent per
and forestry) ha of UAA 50.5 | 2011 61.3 | 2013
food industry kToe 246 | 2011 218.7 | 2013
45 GHG emissions from agriculture

Indicator name Unit Value Year Updated value Updated year
total agriculture (CH4
and N20 and soil 100.0 tof CO2 3,364 | 2012 2,318 | 2013

L equivalent

emissions/removals)
share of total GHG % of total net emissions 127 | 2012 9.5 | 2013
Emissions
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4.1.7. Programme-Specific Context Indicators

Sector Code Indicator name Value Unit Year
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings N
analysis Farm register and LPIS | with land > 0-2,99 ha 49.28 | % of total 2013
(PAAFRD)
PSI 3 Agricultural
. girsli‘;“lt“re/ Sectorial }Flzﬁnrge;ir;ff;ﬁeg;?s total agricultural land 1058591.83 | ha 2013
(PAAFRD)
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings o
analysis Farm register and LPIS with land 85.88 | % of total 2013
(PAAFRD)
PSI 3 Agricultural agricultural land of
v Sizli‘;“lme/ Sectorial lgzﬂnrg:gir:ti‘f;ﬁeg‘fs agricultural holdings > 61743.68 | ha 2013
(PAAFRD) 3.000 ha
iusrglcls‘:tzzgggm“’ and grsolglrai‘;ﬁl‘gi‘;f; on total 4284889 | Inhabitants 2011
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings
analysis Farm register and LPIS | 20-99,99 ha 6692 | No 2013
(PAAFRD)
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings N
analysis Farm register and LPIS | 20-99,99 ha 347 | % of total 2013
(PAAFRD)
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings 351 | No 2013
analysis Farm register and LPIS 100-749,99 ha
(PAAFRD)
PSI 3 Agricultural .
II Agriculture/Sectorial | holdings registrated in agr%cultural land .Of N
analysis Farm register and LPIS agricultural holdings 14.83 | % of total 2013
(PAAFRD) 100-749,99 ha
PSI 3 Agricultural average size of
I Agrl_culture/Sectorlal holdings _reglstrated in agricultural holding 64 | ha 2013
analysis Farm register and LPIS with land
(PAAFRD)
;In{:ls;glzli(;ulture/Sectorlal zr?;ezr i\n%rrll:sultural land total land under mine 613.6 | km? 2013
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in average size of 549 | h 2013
analysis Farm register and LPIS | agricultural holding ’ a
(PAAFRD)
PSI 3 Agricultural average size of
ig}%‘;ﬁ“lwe/ Sectorial 2‘;1?;1*‘36;{:@15::;"3;;5 agricultural holdings > 8820.53 | ha 2013
(PAAFRD) 3.000 ha
PSI 3 Agricultural .
II Agriculture/Sectorial | holdings registrated in agr%cultural land ,Of N
analysis Farm register and LPIS agricultural holdings > 10.31 | % of'total 2013
(PAAFRD) 0-2,99 ha
PSI 3 Agricultural .
II Agriculture/Sectorial | holdings registrated in agr%cultural land .Of
analysis Farm register and LPIS agricultural holdings 3- 414913.4 | ha 2013
(PAAFRD) 19,99 ha
. . PSI 3 Agricultural agricultural land of
Il Agriculture/Sectorial | | iino¢ registrated in | agricultural holdings > 109106.71 | ha 2013

analysis

Farm register and LPIS

0-2,99 ha

116




(PAAFRD)

IT Agriculture/Sectorial

PSI 3 Agricultural
holdings registrated in

agricultural land of

1 1 0,
analysis Farm register and LPIS ?,%gc; 19tlglr9a19191(;ll;hngs 4.02 1 % of total 2013
(PAAFRD) I
PSI 3 Agricultural .
II Agriculture/Sectorial | holdings registrated in agqcultural land .Of
. . agricultural holdings 273230.45 | ha 2013
analysis Farm register and LPIS
(PAAFRD) 20-99,99 ha
1 SOClq-ecgnomlc and PSI 1 Population on total urban population 1067772 | Inhabitants 2011
rural situation programme level on programme level
PSI 3 Agricultural .
. . . . . agricultural land of
1I Agrl_culture/Sectonal holdings _reglstrated in agricultural holdings > 583 | % of total 2013
analysis Farm register and LPIS 3.000 ha
(PAAFRD) '
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings 3-
analysis Farm register and LPIS 19,99 ha 62925 | No 2013
(PAAFRD)
I Socio-economic and PSI 1 Population on urban population on 2492 | % of total 2011
rural situation programme level programme level ’ o
1I Agrl'cultu.re/ Sectorial | PSI2 Agrlcultu.ral land | total agqcultural land 116.6 | km? 2013
analysis under mines under mines
. . . rural and intermediate
1 Soc1(_)—ec9n0m1c and PSI 1 Population on population on 75.08 | % of total 2011
rural situation programme level
programme level
1T Agriculture/Sectorial ESIId?nAsg ;LCllilsi::atlcltd in average size of
en &8 reg agricultural holdings 1290.27 | ha 2013
analysis Farm register and LPIS
(PAAFRD) 750-2.999,99 ha
PSI 3 Agricultural average size of
1T Agrl_culture/Sectorlal holdings _reglstrated in agricultural holdings 18451 | ha 2013
analysis Farm register and LPIS
(PAAFRD) 100-749,99 ha
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings 3- N
analysis Farm register and LPIS 19,99 ha 3266 | % of total 2013
(PAAFRD)
PSI 3 Agricultural agricultural size of
11 Agrl_culture/Sectorlal holdings _reglstrated in agricultural holdings 3- 659 | ha 2013
analysis Farm register and LPIS
(PAAFRD) 19,99 ha
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings o
analysis Farm register and LPIS | 750-2.999,99 ha 0.02 1 % of total 2013
(PAAFRD)
PSI 3 Agricultural
11 Agrl_culture/Sectonal holdings _reglstrated in agrlcultural holdings 94951 | No 2013
analysis Farm register and LPIS | with land > 0-2,99 ha
(PAAFRD)
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings o
analysis Farm register and LPIS | without land 1412 | % of total 2013
(PAAFRD)
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings N
analysis Farm register and LPIS | 100-749,99 ha 044 | % of total 2013
(PAAFRD)
PSI 3 Agricultural average size of
1I Agrl'cultu.re/ Sectorial | holdings 'reglstrated in agricultural holdings > 115 | ha 2013
analysis Farm register and LPIS
(PAAFRD) 0-2,99 ha
II Agriculture/Sectorial | PSI 3 Agricultural agricultural holdings 165459 | No 2013

analysis

holdings registrated in

with land
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Farm register and LPIS
(PAAFRD)

II Agriculture/Sectorial

PSI 3 Agricultural
holdings registrated in

agricultural land of

analysis Farm register and LPIS agricultural holdings 25.81 | % of total 2013
(PAAFRD) 20-99,99 ha
PSI 3 Agricultural agricultural land of
IT Agriculture/Sectorial | holdings registrated in grieutu . N
analysis Farm register and LPIS agricultural holdings 3- 39.19 | % of total 2013
(PAAFRD) 19,99 ha
PSI 3 Agricultural total number of
0 ﬁgrsli‘;“““m/ Sectorial g‘;ﬁ‘lnrg: f;f:;féeggs agricultural holdings 192670 | No 2013
Yy (PA AFRgD) (with and without land)
PSI 3 Agricultural agricultural land of
;[n Sggli‘;“m“/ Sectorial EZL‘i‘lnrg: ir:i‘:;ﬁe&i‘fs agricultural holdings 157018.76 | ha 2013
¥ PA AFI‘%D) 100-749,99 ha
PSI 3 Agricultural average size of
11 Agrl_culture/Sectonal holdings _reglstrated in agricultural holdings 20.83 | ha 2013
analysis Farm register and LPIS 20-99.99 ha
(PAAFRD) ’
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings 33 | No 2013
analysis Farm register and LPIS | 750-2.999,99 ha
(PAAFRD)
II Agriculture/Sectorial | PSI2 Agricultural land | agricultural land under 19 | % of total 2013
analysis under mines mines ’
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings
analysis Farm register and LPIS | without land 27211 | No 2013
(PAAFRD)
. . . total rural and
I'uerf g{i;ggﬁmw and PrSOI lra}r)r(l)rlil 1::1:11;1\:); on intermediate population 3217117 | Inhabitants 2011
prog on programme level
PSI 3 Agricultural .
II Agriculture/Sectorial | holdings registrated in agr{cultural land .Of
analysis Farm register and LPIS agricultural holdings 42578.83 | ha 2013
(PAAFRD) 750-2.999,99 ha
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings > N
analysis Farm register and LPIS | 3.000 ha 0 | %oftotal 2013
(PAAFRD)
Comment: Indicator value is set to 0,0036%
PSI 3 Agricultural
II Agriculture/Sectorial | holdings registrated in agricultural holdings > 7| No 2013

analysis

Farm register and LPIS
(PAAFRD)

3.000 ha
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4.2. Needs assessment

Need

01.
Increa
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degre
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er X X X X X X X X X X X X X
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ry
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es X X X X X
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4.2.1. Need 01. Increasing the degree of professional competence, awareness and knowledge transfer

Priorities/Focus Areas

e 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas
e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management
e 5D) Reducing green house gas and ammonia emissions from agriculture

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment
¢ (limate change mitigation and adaptation

e Innovation

Description

The educational level in the agriculture, food industry, forestry (privately owned forests) sectors and rural
areas is very low. Although there is a well-developed system of educational institutions in Croatia, in rural
areas, the proportion of adults with only primary education ranges from 20-35 % and 95 % of farmers have
no vocational agricultural education whatsoever; furthermore there is a lack of informal education
programmes and appropriate vocational training for farmers, employees in the agricultural and food-
processing sectors and the private forestry owners. Poor use of information technology is evident, which is a
barrier to access skills development opportunities. Due to ignorance, outdated technology results in lower
productivity, economic viability and adverse environmental impact. A lack of economic and financial
knowledge is reflected in mismanagement of short-term and long-term assets, poor financial management
and investment risk increase.

There is a still insufficiently developed system for knowledge transfer that would, through workshops,
seminars, demonstration activities and exchange of peer experiences and practices, continuously and fully
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acquaint farmers and producers with the best and latest solutions and experiences to foster the take-up of
innovation, but also of the necessity of managing agricultural and forest ecosystems in a sustainable and
environmentally acceptable manner, also enabling adaptation to climate change. This shall include
awareness-raising and training in the agricultural sector on the reduction of GHG and ammonia emissions.

All this has a direct negative impact on the development and improvement of agriculture, the rural economy
and the quality of rural life. It weakens their economic and environmental effectiveness and represents the
limit of their adaptation to the EU market.

4.2.2. Need 02. Enhancing agriculture and forestry advisory services

Priorities/Focus Areas

e 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e Innovation

Description

In conditions of increasing specialization and strict environmental requirements in agriculture, food
production and food processing industry and forestry, tailored and qualified individual advice on the use of
new technologies, as well as approaches and techniques for mitigation and adaptation to climate change is
needed to improve the sustainable management of natural resources and the economic and environmental
performance of farms and forest holdings.

New requirements lie before farmers and forest owners in Croatia thereby widening the role of Advisory
Services such as the reduction in pesticide use in accordance with the National Action Plan, the protection
of soil and water, animal health and welfare, the implementation of agri-environmental measures, reducing
air pollution, management of Natura 2000 areas, etc. Currently, the Advisory Service is providing assistance
and services to rural stakeholders with reference to [IPARD measures through its well-distributed network of
county offices. However, given the significant widening of the scope of support in the RDP, including to
new sectors such as the forestry sector, and the need to provide RDP beneficiaries with tailored advice on
the use of new technologies, responsible management of natural resources as well as mitigation and
adaptation to climate change, the provision of advisory services will need to be increased. This shall include
tailored advice to the agricultural sector on the reduction of GHG and ammonia emissions. Furthermore,
specific training for those providing advisory services given the new requirements and wider scope of
activities listed above is necessary.
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4.2.3. Need 03. Fostering cooperation between the research system and rural economy to develop,
implement and disseminate innovation

Priorities/Focus Areas

1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

e 3B) Supporting farm risk prevention and management

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5A) Increasing efficiency in water use by agriculture

e 5B) Increasing efficiency in energy use in agriculture and food processing

e 50C) Facilitating the supply and use of renewable sources of energy, of by products, wastes, residues
and other non food raw material for the purposes of the bio-economy

e 5D) Reducing green house gas and ammonia emissions from agriculture

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment
¢ (limate change mitigation and adaptation

e Innovation

Description

There is very weak collaboration between the research sector, farmers and the food-processing sector, with
limited contacts between them, resulting in a low availability, take-up and use of innovation as well as lack
of interest in the development of innovation projects. Agricultural producers and the food-processing

industry are faced with great challenges posed by competitive market and increasing consumer demand for
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new products. Cooperation between researchers, entrepreneurs, non-governmental organizations to innovate
methods and processes and develop new products for the market is necessary. Cooperation will ensure the
exchange of knowledge and information on innovative technologies, production and processing unfamiliar
in the Croatian rural sector and in practice ensure increased productivity, economic viability, sustainability
and resource efficiency in the agriculture sector. Furthermore, cooperation will provide the platform for the
exchange and dissemination of actions targeted to address the impact of climate change and foster the
adoption of mitigating practices, such as the reduction of GHG emissions. Operational groups will facilitate
the transfer of innovation from the research sector to practice. Given the fact that no Operational Groups
currently exist and the lack of cooperation experience between rural stakeholders and research actors, there
is a need for innovation brokerage to foster the initial collaboration setup.

Through the RDP (networks and operational groups), cooperation in INTERREG Europe (thematic
platforms) and other Cooperation programmes and thematic networks foreseen under Horizon 2020,
knowledge exchange can better orientate R&D activities and improve innovation transfer which could affect
not only technological and productive areas but also the organisational sphere.

4.2.4. Need 04. Improving management of forests in private ownership

Priorities/Focus Areas

e 1A) Fostering innovation, cooperation, and the development of the knowledge base in rural areas

1B) Strengthening the links between agriculture, food production and forestry and research and
innovation, including for the purpose of improved environmental management and performance

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5C) Facilitating the supply and use of renewable sources of energy, of by products, wastes, residues
and other non food raw material for the purposes of the bio-economy

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

In Croatia, 60 % of private forests do not have forest management plans, which are the basic prerequisite for
their sustainable management. By developing forest management plans to ensure revenue stability and
ecologically and socially responsible forest management while preserving and enhancing biodiversity, the
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forest shall function for the public benefit and the long-term economic value of forest ecosystems.

Only a small number of private forests have sustainable management certification (FSC) and a low number
of wood and non-wood forest products (mushrooms, herbs, forest fruits, etc.) are certified as organic. Thus,
on the basis of quality, a professional background conversion process need to be initiated, converting
degraded forests into stable forest ecosystems with richer biodiversity and public benefit and long-term
economic functions, more resistant to biotic and abiotic influences while providing maximum protection and
responding to the needs of forest owners.

4.2.5. Need 05. Generational renewal in the agricultural sector

Priorities/Focus Areas

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

Cross cutting objectives

e Environment

e Innovation

Description

The age profile of farmers in Croatia is very unfavourable. Over 58,8 % of holders of family agricultural
holdings are over 55 and only 4,1 % under 35. The economic crisis and the previous wartime events have
contributed to migratory movements from rural to urban areas, particularly of the younger population,
resulting in a general decline in the rural population and an increase in the ageing population. This poses a
serious threat to the further development and even survival of the rural areas themselves. Young people are
a key resource for the development of a modern and competitive agricultural sector, primarily because of
their willingness and ability to adapt easily to technological changes, new practices and changing market
conditions which is a requirement to increase productivity and competitiveness. Consequently, generational
renewal needs to be fostered in agricultural holdings. The development of agriculture and diversification of
agricultural holdings will contribute to the retention and employment of young people in agriculture thereby
reducing the negative trend of uncontrolled migration to the cities. From this stems the need to create
conditions to foster the participation of young people in the agricultural sector, creating better and more
attractive living and working conditions for young people who want to be farmers, providing assistance in
using new technologies and creating a positive and dynamic climate for entrepreneurship in agriculture.

4.2.6. Need 06. Strengthening the sustainability of farms with structural problems and changing the
agricultural production structure

Priorities/Focus Areas

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
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modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2B) Facilitating the entry of adequately skilled farmers into the agricultural sector and, in particular,
generational renewal

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

e 5A) Increasing efficiency in water use by agriculture
e 5B) Increasing efficiency in energy use in agriculture and food processing

e 5C) Facilitating the supply and use of renewable sources of energy, of by products, wastes, residues
and other non food raw material for the purposes of the bio-economy

e 5D) Reducing green house gas and ammonia emissions from agriculture

e 06B) Fostering local development in rural areas

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e Innovation

Description

The farm structure in Croatia contains an extremely large number of small family agricultural holdings
(141.020 or 60,05 %, with up to EUR 4.000 production value per year), which are on the verge of economic
viability. Due to the economic crisis and lack of quality national level investment funds, these farms are
stagnant and falling behind in terms of development, modernization of facilities, equipment, energy
efficiency and environmental protection, which is often related to achieving Community standards (Annex
V - List of mandatory Community Standards eligible for financing under RDP).

Appropriate cropland management is needed to help reduce GHG emissions and maintain or increase
removals. Good manure management practices — in terms of the highest possible dry matter percentage in
the given production system, lowest possible phosphorus content, and lowest possible content of heavy
metals and the use of practices and technologies to reduce emissions to air, water and soil to a minimum
need to be introduced as part of Croatian agricultural sector modernisation.

At the same time, these farms are very important from the standpoint of the total agricultural production in
Croatia, given that they possess significant resources. They have access to 14,98 % of utilised agricultural
area, 13,71 % of livestock, and participate with 11,33 % of the value of agricultural production in Croatia.

Small agricultural holdings are also important in terms of the rural population, conservation and
environmental protection, population and cultural heritage of rural communities and the production of local
products.

Furthermore, Croatian agriculture is characterized by a disproportionately large production of grains, corn
and other low-profit crops compared to an insufficient production of high-profit, labour-intensive crops such
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as vegetables and fruits (only 3 % of the cultivated area) whose production does not cover the needs of the
population, food processing industry and tourism. The same applies to oilseeds as well as milk and meat,
except for poultry. A general problem in both primary and secondary production is insufficient monitoring
and introduction of new techniques and technologies that directly affect the quality and price of the final
product, making the Croatian agricultural sector generally uncompetitive.

4.2.7. Need 07. Increasing the competitiveness of the processing and marketing of the agricultural products
sector

Priorities/Focus Areas

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 5B) Increasing efficiency in energy use in agriculture and food processing

e 50C) Facilitating the supply and use of renewable sources of energy, of by products, wastes, residues
and other non food raw material for the purposes of the bio-economy

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e [nnovation

Description

Croatia is a net importer of agri-food products. The causes range from high production costs, the farm
structure and specialization in primary agricultural production, the lack of connections with the food-
processing sector, insufficient and poorly equipped processing capacities to the lack of economies of scale,
inadequate warehousing and logistics facilities in the purchase and sale chains and a small number and low
diversity of products.

The food processing industry is important in terms of overall employment for the rural population. Enabling
support for investments for micro-enterprises and SMEs can directly increase rural employment, and
indirectly spur additional employment in primary production through increased demand for raw materials.

Until July 2013, the CEFTA market covered approximately 45 % of the export market for agricultural and
food-processing industries. With entry to the EU, an expected decrease in CEFTA exports occurred: there is
an urgent need to focus on new markets, creating recognizable products for the EU and global market and
establish an effective system of marking products and stronger marketing of Croatian agri-food products.

To achieve a competitive position, investment in the modernization of the processing of agri-food products
needs to be increased to improve production efficiency. This requires improving technological processes
and introducing new technologies for better process control, an efficient use of raw materials, the
introduction of technological and managerial strategies for mitigation of food-chain GHG emissions and
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their reduction, the reduction of energy consumption and improvement of energy efficiency, reducing
negative environmental impacts while ensuring the protection of the health of humans, animals and plants,
as well as investments in the training and skills development of holders and employees.

4.2.8. Need 08. Consolidation of agricultural and forest land

Priorities/Focus Areas

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

The consolidation of agricultural holdings is a key issue in Croatia because the current size and
fragmentation of holdings is very disadvantageous and represents the main limiting factor for the
viability/profitability of family agricultural holdings and the development of Croatian agriculture. Land
property, already excessively small (average 5,6 ha per agricultural holding), is further divided into smaller
parcels (the agricultural production of an average agricultural holding was usually carried out on 15 plots —
2012 PAAFRD data).

Procedures of buying and selling, swapping and leasing agricultural land are needed to increase the total
area used by a single agricultural holding, namely grouping scattered cadastral parcels of agricultural land
into larger and more regular production plots for more cost-effective use and the creation of favourable
processing conditions. This will also foster consistent and more appropriate cropland and grassland
management contributing to reduce GHG emissions.

The National Plan for Land Consolidation is currently under preparation.

Furthermore, the average size of private forest holdings is only 0,43 ha due to fragmentation and size
degradation.

For a good portion of agricultural and forestry production, the size of the property is a critical factor for
sustainability. With regard to average size and structure of agricultural holdings in Croatia, this raises the
question of their economic viability.

As land consolidation plans could potentially have an environmental impact in the rural area, any land
consolidation actions shall have to take into account the appropriate prevention and/or mitigation actions.
However, nature and landscape protection can also be a factor in land consolidation plans, preventing land
abandonment and contributing positively to rural biodiversity.
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4.2.9. Need 09. Construction of access roads in agriculture and forestry

Priorities/Focus Areas

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 2C+) Improve the sustainability and competitiveness of forest enterprises and promote Sustainable
Forest management

Cross cutting objectives

e Environment

Description

In general, the road density of agricultural and forest land, regardless of ownership, is insufficient and
conditions poor. In private forests, forest road density is very small, amounting to 6,5 km/1.000 ha. Due to
the large number of small plots in agricultural land there is a similar problem with numerous plots as well as
a lack of access roads to public roads. The existence of a high-quality network of agricultural and forest
roads will contribute to an increase in forest and agricultural production, availability of forest resources, and
preservation and enhancement of long-term environmental and economic value of private forests.

The construction of access roads could have a significant environmental impact: any actions shall have to
take into account the appropriate prevention and/or mitigation actions, in line with the environmental impact
assessment as relevant.

4.2.10. Need 10. Increasing the efficient use of water in agriculture and adapting to climate change

Priorities/Focus Areas

e 1C) Fostering lifelong learning and vocational training in the agricultural and forestry sectors

e 2A) Improving the economic performance of all farms and facilitating farm restructuring and
modernisation, notably with a view to increasing market participation and orientation as well as
agricultural diversification

e 4B) Improving water management, including fertiliser and pesticide management

e 5A) Increasing efficiency in water use by agriculture

Cross cutting objectives

e Environment
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e Climate change mitigation and adaptation

Description

Croatia is increasingly exposed to extreme weather conditions causing floods and droughts, attributed to
climate change. Drought in Croatia occurs on average every three to five years and depending on intensity
and duration can reduce crop yields by 20-70 % and cause billion damages in agricultural production.
Considering Croatian natural resources, which are favourable temperate climate, good soil and rich water
resources irrigation is not carried to the extent offered by the real opportunities, as indicated by the fact that
in 2011. In Croatia only 1,1 % of agricultural land was irrigated.

National strategy adopted in 2004 (National Project of Irrigation and Management of Agricultural Land and
Water in the Republic of Croatia) has set a target that by 2020 on 65.000 ha of agricultural land irrigation
will be provided, giving priority to agricultural land that has a high and very high suitability for irrigation
(484.026 ha).

Construction of irrigation infrastructure and the introduction of sustainable irrigation techniques on farm
will allow improving economic performance of agricultural holdings and facilitate process of restructuring
and modernization and provide an effective mechanism at farm level for climate-change adaptation and
mitigation of the damage caused by drought.The modernization and reconstruction of existing on farm
irrigation systems shall lead to an increase in water efficiency.

The development of irrigation infrastructure shall only be undertaken where it does not conflict with the
Water Framework Directive (Directive 2000/60/EC) and does not cause any deterioration in water status.
Furthermore, all actions shall include the appropriate prevention and mitigation measures to offset potential
environmental impact.

4.2.11. Need 11. Better risk management in agriculture

Priorities/Focus Areas

e 3B) Supporting farm risk prevention and management

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

Due to the unpredictable and increasingly frequent climate change and the particularities of agricultural
production and its dependence on climate factors, the risks in agricultural production have been growing in
recent years. Since 2007, increasingly frequent periods of drought, floods as well as other extreme weather
conditions, pose additional problems to agricultural production.
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Damage caused by abiotic and biotic factors in the agriculture and forestry each year was estimated to few
billion HRK. Only a small portion of these damages is reimbursed through the help system in which the
state pays out money after damage is reported. Most important risks besides damages caused by natural
disasters in the agricultural and forestry sector are various diseases that can affect plants and animals.

It is necessary to provide support to farmers for the restoration of damaged production potential with the
goal of sustainable production and competitiveness of farms. One of the more effective way of protecting
against all of these risks is crop, plant and animal insurance, because in this way the damage can be full
compensated, which contributes to the prevention of risks and reducing the potential losses on holdings.
Years of experience and tendency of producers for contracting national co-financed insurance policies in
agriculture and forestry are a great precondition for better risk management in the production which is
impossible to avoid.

4.2.12. Need 12. Organizing of producers and their stronger market positioning

Priorities/Focus Areas

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e Innovation

Description

The excessive fragmentation of agricultural holdings and disorganization of producers in the agriculture and
forestry sector hinder the supply of the needed quantity and quality of agricultural and forest products in the
market. The lack of organisation and rationalisation of the supply chain also impact on GHG emissions and
the agri-food chain actors need to adopt practices to manage and reduce them. In Croatia, the only form of
association historically is cooperatives and their numbers halved in 2011 compared to 2010, also due to the
historic negative connotations. Due to the lack of a process for joining agricultural holdings together into
higher organizational forms, there is only one producer group registered in Croatia. The high proportion of
intermediary sales significantly affects the economic viability of the agricultural economy that is already
poor.

Likewise, it is necessary to encourage the cooperation of relevant actors for the development of short supply
chains in order to reduce the number of intermediaries between the producer and the final consumer.
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4.2.13. Need 13. Development of quality system and greater involvement of manufacturers in quality
schemes

Priorities/Focus Areas

e 3A) Improving competitiveness of primary producers by better integrating them into the agri-food
chain through quality schemes, adding value to agricultural products, promotion in local markets and
short supply circuits, producer groups and inter-branch organisations

Cross cutting objectives

e Environment

Description

The current quality system for agricultural and food products and organic production is not sufficiently
developed due to the complexity of the proceedings and insufficient interest of the producers.

12 products are currently in the registration process at EU level, and a further 6 products are registered at
national level, and are at the start of the process of registration at EU level. Another 7 products are in the
registration process at the national level of which 6 are for PDO and one for PGI. Only a small volume of
production of organic products and products have quality marks, a due to the fact that members of groups
and associations do not have the financial means to initiate the certification process, and they do not have
sufficient resources for marketing and promotional activities in order to achieve a better placement of these
products on the market, and consequently the interests of consumers to purchase the products. The above-
mentioned reasons have been the main obstacle to the development of quality systems modelled on the
developed EU countries despite the potential in Croatia.

4.2.14. Need 14. Soil erosion prevention and increasing of soil fertility and soil organic matter

Priorities/Focus Areas

e 4C) Preventing soil erosion and improving soil management

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

Loss of soil and soil fertility due to erosion in Croatia is significantly higher than the EU average, and 23,23
% of agricultural land is at high risk of soil erosion.

A particularly negative effect of soil erosion occurs on cultivated soils without vegetation cover for a certain
period during the year. The removal of topsoil means the disappearance of the organic matter essential for
soil fertility. Forming ridges and gullies makes mechanisation harder and reduces the net surface suitable for
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usage. Long-term use of synthetic and mineral fertilizers and pesticides has had negative impact on organic
components, ultimately impoverishing the soil and reducing the quality of other segments.

To reduce the negative effects of erosion or prevent it entirely, it is necessary to provide vegetation cover
throughout the year, especially on slopes. A rich root system of permanent pastures and meadows retains
humus reducing the impact of intense rainfall, thus imposing the need to maintain such surfaces. Increasing
the land permanently covered with vegetation increases organic matter in the soil, which has an
irreplaceable role in the formation of granular structure. This increases aeration, drainage and the water
capacity of the soil making humus rich soils less exposed to erosion.

The biggest erosion damage caused by rainfall is visible on arable land; sowing inter row crops and proper
soil management will reduce this. For perennial crops on slopes, negative erosion impact is reduced by
maintaining vegetation cover between rows as well as the construction and maintenance of terraces.

About 10 % (110.000 ha) of utilised agricultural land should benefit form implementation of measures
programmed for the protection of soil.

4.2.15. Need 15. Maintenance of water, soil and air quality

Priorities/Focus Areas

e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5D) Reducing green house gas and ammonia emissions from agriculture

Cross cutting objectives

e Environment

e Climate change mitigation and adaptation

Description

Lack of education and awareness among farmers of the importance and benefits of sustainable management
of ecosystems in agriculture has resulted in intensive agricultural practices and over-usage of fertilizers and
pesticides with a consequent significant environmental impact. Inappropriate levels of fertilization and
improper manure storage are the main ground water nitrate polluters. Together with specific education of
farmers, it is necessary to encourage the use of a balanced multiannual fertilization plan corresponding to
the real needs of the crop, so optimum rather than maximum amount of fertilizers is used. Inappropriate
manure disposal additionally contaminates the soil, water and air so it must be stored properly thereby
reducing emissions of greenhouse gases in the atmosphere.

This will contribute to achieving the overall objectives of the Water Framework Directive.

In addition to training on the use and disposal of fertilizers, farmers must receive essential information about
the responsible use of pesticides and waste disposal, in order to raise the level of knowledge about
agricultural practices and methods that reduce the negative environmental impact of agriculture (organic
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farming, the introduction of a wide crop rotation, mulching) which ultimately reduce the impact of
agriculture on climate change. Sustainable agricultural production includes reduced energy consumption;
thus there is a need to modernize farms through the construction and reconstruction of facilities, purchasing
machinery and the application of technology, especially in the livestock sector, which best reduces the
emission of greenhouse gases and air pollutants into the atmosphere. Livestock farms can be a source of air
pollutants such as dust particulates, microorganisms and gases, including ammonia and carbon dioxide,
potentially harmful to the welfare of farm workers, livestock and surrounding areas, which could be
addressed by innovative approaches to air cooling, air circulation and air purification.

Strengthening cooperation with the scientific community to address these challenges through the take-up of
innovation by farmers is also needed.

4.2.16. Need 16. Conservation of landscape and biodiversity

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment

¢ (limate change mitigation and adaptation

Description

Croatia is exceptionally rich in plant and animal species, and valuable landscape characteristics that are the
result of climate and relief diversity, as well as a strong and diverse traditional and cultural heritage.

The genetic potential is very valuable in Croatia, especially from the standpoint of biodiversity and the need
to adapt the agriculture to climate change. The priority is to preserve the traditional, plant and animal
species which have adapted to local conditions and are the basis for creating new and improving the
performance of existing varieties of agricultural plants and breeds of domestic animals.

Over time, depopulation and changes in the local economy, as well as the intensification of agriculture
where such activity is still present, have changed the landscape characteristics of the area and reduced
biodiversity. Apart from extensive seasonal grazing, the practice of keeping cattle indoors (except sheep),
with a decreasing number of animals, has meant grasslands rich in plant and animal species, as well as the
open landscapes important for migratory birds, have disappeared over time. The problem is particularly
serious in the karst and mountainous areas where shrubs have suppressed the valuable grassland species
adapted to survive in the poor soil or in holes between rocks with very little water. Preservation of high
nature value grasslands shall be prioritised under agri-environment-climate measures thus contributing to
the maintenance and preservation of HNV areas.
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The conservation of natural ecosystems using cultivation methods that reduce the negative pressure of
agriculture on the environment is a long-term return, through quality agricultural products as well as
improving the quality of life of rural communities.

4.2.17. Need 17. Maintenance of continuity of agricultural production in areas with natural and specific
limitations for agriculture

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes

Cross cutting objectives

e Environment

¢ (limate change mitigation and adaptation

Description

Severe climatic or pedological conditions put farmers who are working and living in these areas in a
disadvantaged position compared to the rest of the country.

In areas with constraints, costs are higher and yields lower, so the interest in agriculture is declining and
volume of agricultural production decreases. The consequence of a reduced interest in agriculture is a
gradual change in the appearance of the landscape which is changing the biodiversity of the area.

The ultimate negative effect is the fact that people leave and the rural area decays beyond repair. The
distinctiveness of the rural area is a result not only of the landscape, but also of its traditional life, so the
decay of rural area impoverishes the cultural wealth of Croatia.

The continuation of agricultural production in these areas, especially with environmentally-sensitive
cultivation methods, enriches the landscape and biodiversity in general. The development of new products,
the fostering of producers groups and the exchange of experience between counties can provide an
additional incentive for agricultural production in these areas.

4.2.18. Need 18. Reforestation of forest areas by conversion and plant breeding

Priorities/Focus Areas

e 4A) Restoring, preserving and enhancing biodiversity, including in Natura 2000 areas, and in areas
facing natural or other specific constraints and high nature value farming, as well as the state of
European landscapes
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e 4B) Improving water management, including fertiliser and pesticide management
e 4C) Preventing soil erosion and improving soil management

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

Cross cutting objectives

e Environment

¢ (limate change mitigation and adaptation

Description

Degradation forms of forest stands cover over a million ha representing 43,86% of total forest area in
Croatia. In private woods, beside the high share of coppice forests (48 %), there is a substantial area of
stands which, due to bad management in the past, have lost the optimal proportion of primary types of trees
and most favourable stand structure and taken the form of different degradation stands which lack the
primary type of trees. Forest cultures in Croatia (70.021 ha), due to the prevalence of only one type of tree,
are very vulnerable with respect to resilience towards climate changes and actions of unfavourable biotic
and abiotic factors when compared to stable high mixed forests consisting of indigenous types of trees.

Coppice, shrubs, shrubberies, maquis and garigues in Croatia represent degradation forms of forest stands.
The Forest Act (OG 140/2005), Art 28, considers the reconstruction and conversion of coppice, shrubs,
shrubberies and maquis as silvicultural works prescribed in the forest management plans.

The most stable, resilient and environmentally most valuable forest elements are climatogenetic forest
communities which belong to an environmental optimum. High forests, which contain the optimal part of
primary climatogenetic and secondary types of wood, bushes and bottom layer plants, represent the terminal
phase of vegetative succession and thus the most valuable forest stands in terms of the services they provide,
and in the long term, economically. Unlike degraded forms of forest stands, well-formed forest stands are
more resilient to unfavourable climate changes and harmful biotic and abiotic factors.

The need is to convert the coppice, shrubs and shrubberies whose degradation was caused by inadequate
management in the past, forest fires or by any other abiotic or biotic factor, in those areas where high forests
previously existed and only where the current climatic and habitat conditions are favourable, regardless of
the cause of their degradation, to meet the environmentally-focused goal.

For all conversions of coppice, shrubs and shrubberies into a high forest, the climatic and habitat conditions
must be taken into account and on that basis tree species and appropriate technology (soil preparation,
planting or sowing, etc.) chosen.

4.2.19. Need 19. Modernization of technologies, machines and equipment to perform forestry works and
wood processing

Priorities/Focus Areas

e 2C+) Improve the sustainability and competitiveness of forest enterprises and promote Sustainable
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Forest management

e 50C) Facilitating the supply and use of renewable sources of energy, of by products, wastes, residues
and other non food raw material for the purposes of the bio-economy

e 5E) Fostering carbon conservation and sequestration in agriculture and forestry

e 0A) Facilitating diversification, creation and development of small enterprises, as well as job
creation

Cross cutting objectives

e Environment
e Climate change mitigation and adaptation

e Innovation

Description

Due to an ever growing demand for wood, it is necessary to increase the productivity and efficiency of the
wood supply and pre-processing phase, but also protect and preserve forest ecosystems. It is also necessary
to introduce new techniques and technologies as well as apply and develop innovations in the sector. Since
large areas in Croatia are under forests, the forestry sector represents a significant source of employment,
especially in rural areas. Private entrepreneurs in wood supply (326 licensed entrepreneurs) and SMEs in the
pre-processing phase (1.331), due to the expensive purchasing price of machines, tools and equipment, risk
using poorly efficient, environmentally unfavourable, dangerous and environmentally hazardous machines,
tools and procedures which cause occasional excessive degradations of forest ecosystems, health
impairment to workers, reduction of competitiveness and a substantial decrease in employment in the wood
processing industry. From 1990 to 2011 the number of people employed decreased by almo