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1.
introduction 

1.1.
The reason and purpose of drawing up the Operational Programme

The “Rural Development and Multifunctional Agriculture” Operational Programme (Agriculture OP) represents a detailed elaboration of the 5th priority axis of the National Development Plan of the Czech Republic (NDP) for the period of 
2004-2006.

In accordance with the 5th priority axis of the NDP, the Agriculture OP applies to the regions of the Czech Republic falling under Objective 1 (the territory of the Czech Republic except for the capital city of Prague). The content of the Agriculture OP has been defined in relation to the other operational programmes and there are not overlaps with them. 

The purpose of the Agriculture OP is to support primary competitiveness of agricultural sector as the whole, a higher level of the processing of agricultural products, good forestry and water management as well as fisheries and to provide for a sustainable development of rural areas.

The objective of the Agriculture OP is, in accordance with the global and specific objectives of the National Development Plan, to support a sustainable economic growth as well as a growth in the quality of life of the population, based in particular on:

· increasing the competitiveness of the sector,

· providing for the employment and human resource development,

· reducing the disparities in social conditions,

· preserving the cultural landscape,

· the protection and improvement of the environment.

The Agriculture OP is a programming document based in particular on:

1) Council Regulation (EC) No. 1260/1999 of 21 June 1999 laying down general provisions on the Structural Funds

2) Council Regulation (EC) No. 1257/1999 of 17 May 1999 on support for rural development from the European Agricultural Guidance and Guarantee Fund (EAGGF)

3) Council Regulation (EC) No. 1263/1999 of 21 June 1999 on the Financial Instrument for Fisheries Guidance (FIFG), 

4) Commission Regulation (EC) No. 445/2002 of 26 February 2002 laying down detailed rules for the application of Council Regulation (EC) No. 1257/1999 on support for rural development from the European Agricultural Guidance and Guarantee Fund (EAGGF),

5) Commission Regulation (EC) No 963/2003 amending Regulation (EC) No 445/2002 laying down detailed rules for the application of Council Regulation (EC) No 1257/1999 on support for rural development from the European Agricultural Guidance and Guarantee Fund (EAGGF),

6) Treaty of Accession to the European Union .

In the period of 2004-2006, the Agriculture OP will have a comprehensive effect on Czech agriculture and rural areas emphasising the preservation and development of the socio-economic conditions of rural population. Projects implemented under 
the Agriculture OP will be co-financed from the EAGGF, Guidance Section and from the FIFG.

The Agriculture OP responds to the demand of the society to ensure sustainable rural development, for instance by strengthening the employment in order to prevent the depopulation of problematic regions, by clarifying and rearranging the ownership titles to land, by the development of multifunctional agriculture, diversification and other activities carried out in rural areas. This way, rural areas should get access to alternative sources of income. A multifaceted structure is sought that would be consistent with natural conditions both in terms of the form of businesses as well as the orientation of production. Adequate broad conditions for production and marketing of products are a prerequisite.

The Agriculture OP respects the principles of economic competition (it ensures equal opportunities for all types and legal forms of agricultural businesses) and the public procurement rules, the current approach to regional policy in the Czech Republic and the structure of public administration. It promotes food safety and quality, the creation of new jobs in rural areas, equality men and women in this area, and the preservation and improvement of the environment. Within the environmental impact assessment of the Agriculture OP and the communication plan, the necessary publicity for 
the Agriculture OP shall be provided.

1.2.
Regional dimension of the Agriculture OP, its context in relation to other policy instruments within the sector

The structure of the Agriculture OP is a follow-up to the activities implemented in the pre-accession period within the SAPARD Programme that fall under the Guidance Section of the EAGGF in the Objective 1 regions. The Agriculture OP is in harmony with the Horizontal Rural Development Plan (HRDP), which is another programming document prepared for the co-financing of measures from the Guarantee Section of the EAGGF.
When preparing the Agriculture OP, consultations took place at the regional level using as a basis regional development plans (RDP‘s) drawn up by individual regional governments. It was found that the requirements of regions regarding supports in the field of agriculture and rural development are almost identical across different RDP‘s and are consistent with the priorities of the Ministry of Agriculture. The Agriculture OP has been drawn up uniformly for the whole Czech Republic.

In order to prepare the Agriculture OP, a Preparatory Committee for the OP was established, made-up of the officers of the Ministry of Agriculture at a central as well as regional level, and further of the representatives of other ministries and non-government organisations.

To prepare individual measures/sub-measures of the Agriculture OP, a Working Group for the OP preparation was established, made-up of the officers of technical departments of the MoA and the SAPARD Agency.

When preparing the Agriculture OP, the partnership principle has been observed within which the objectives, priorities and measures of the Agriculture OP were consulted with the state and local administration bodies as well as the non-government organisations representing the interests of beneficiaries. 

This way, the objectives and priorities of the Agriculture OP were set so as to eliminate any overlaps with the operational programmes of other sectors.

The priorities and measures of the Agriculture OP are consistent with the 5th priority axis of the NDP and its overall strategy. The proposed financing of the selected priorities is connected solely with the EAGGF and the FIFG Funds and corresponds with the areas that may be financed from these Funds. Financial resources are arranged in a financial table by priorities showing total implementation costs and depending on project profitability the funding is broken down to private sources, funding required from the national budget and funding required from the EU. 

In the period of 2004-2006, the Czech Republic will also be preparing for a future use of the LEADER+ Community Initiative, namely in the framework of the Agriculture OP, where the LEADER+ Initiative will be one of the activities within the integrated rural development. The LEADER+ Initiative is based on Commission Notice to 
the Member States No. 2000/C 139/05 of 14 April 2000 laying down guidelines for the Community initiative for rural development (Leader+) and allows to co-finance projects of innovative nature resulting from the activities of local action groups within certain region (micro-region, association of municipalities, etc.).

The Agriculture OP follows from the policies and strategies for national economy adopted so far that form certain boundaries for its implementation, within which the priorities and proposed measures can be pursued. The basis ensuring that this document is consistent with the trends in national economy as far as rural development and multifunctional agriculture is concerned, are the following documents adopted by the Government of the CR:

· The concept of the policy of the Ministry of Agriculture of the Czech Republic (MoA) for the period before the CR accession to the EU (2000) 


(it includes 
- a concept of agricultural policy,  including processing industry,




- a concept of forestry policy and




- a concept of water management policy),

· Position Paper of the MoA on Chapter 7 – Agriculture, 

· Position Paper of the MRD on Chapter 21 – Economic and social cohesion,

· Implementation strategy for the sphere of agriculture, 

· Implementation strategy for the sphere of the environment, 

· Agriculture and  Rural Development Plan of the Czech Republic for the period 2000 - 2006,
· Consultation Document of the sectoral part of the National Development Plan.
1.3.
Use of manuals and European Commission’s recommendations in the preparation of the Agriculture OP

The following manuals prepared by the European Commission have been used in the drafting of the Agriculture OP:

Working paper 1 –
Vademecum for Structural Funds, plans and programming documents ,

Working paper 2 –
Ex-ante evaluation of Structural Funds programmes,

Working paper 3 –
Indicators for monitoring and evaluation

Use has been made also of the comments and recommendations made by the European Commission in February 2002 in relation to the National Development Plan and the so-called consultation documents (draft operational programmes) that were submitted to the Commission in June 2001 and the Information Note of the Commission on Chapter 21 – Regional policy and the co-ordination of structural instruments, and the Additional Information on Chapter 21 – Regional policy and the co-ordination of structural

Within the Phare twinning project CZ 01/IB/AG/01 – “Building CAP/EAGGF structures – integrated rural development“ (EC 1257/99) the issues encountered within the Agriculture OP development have been consulted with long-term twinners at the MoA as well as with the short-term experts from various Member States, primarily from Germany and France. Within the short-term expert missions, seminars and workshops were organised for a wider group of persons involved in the development of the Agriculture OP.

Information was also obtained in the framework of bilateral assistance provided by Member States, e.g. Denmark, the Netherlands.

The seminars organised by the European Commission in the CR focusing on pre-accession preparations and the technical negotiations with EC (esp. DG Agri, Regio and Fisheries) were also very beneficial. 

1.4. 
Utilisation of pre-accession instruments of structural policy for the use of EAGGF and FIFG 

1.4.1. SAPARD

The SAPARD Programme is designed for ten candidate countries and based on the European Commission’s proposal it assists the candidate countries in solving specific problems as regards the introduction of acquis communautaire concerning the common agricultural policy (CAP), and the structural changes in agricultural sectors and rural areas.

The SAPARD Programme has the following main objectives: 

· contributing to the introduction of acquis communautaire concerning the common agricultural policy,

· solving priority and specific problems for the sustainable adaptation of the agricultural sector and rural areas in the applicant countries.

The SAPARD Programme in the CR

The Agriculture OP is a follow-up to the “Agriculture and Rural Development Plan of the CR” of the SAPARD Programme.
SAPARD institutions:

· Accredited SAPARD Agency forms a backbone of the Agricultural Paying Agency (APA) that is being newly developed. It is envisaged that all seven regional offices at the NUTS 2 level and the headquarters in Prague will be fully utilised. The Agency has qualified personnel, which has experience in preparing an operational manual and has demonstrated its capacities in the accreditation process as well as in the implementation of the SAPARD Programme.

· Managing Authority for the SAPARD Programme has set up a system for 
the gathering of information concerning the Programme‘s fulfilment. It has gained experience in the monitoring of the SAPARD Programme and in the co-ordination of a mid-term evaluation by an independent institution. It has served as 
a secretariat for the National SAPARD Monitoring Committee and has on repeated occasions defended amendments to the programming document at the Commission‘s STAR Committee.

· National SAPARD Monitoring Committee was set up to monitor the SAPARD Programme in the Czech Republic by reference to physical, financial and environmental indicators. Its make-up fully respects the representation of all stakeholders. The National SAPARD Monitoring Committee has accepted 
a procedure to adopt decisions on the basis of a consensus.

In the time of the SAPARD Programme‘s preparation, the beneficiaries were involved in an extensive information campaign, which was emphasising the importance of the Structural Funds, in particular the EAGGF, for agriculture and rural development.  They were involved in the principles of developing projects for the Structural Fund. The projects prepared for the SAPARD Programme were continuously consulted in all offices of the SAPARD Agency.

The priorities and measures of the SAPARD Programme are as follows:

Priority I. 

Increasing the competitiveness of agriculture and processing industry

Measures: 

1. Investments in agricultural holdings

2. Improving the processing and marketing of agricultural and fishery products

3. Improving structures for the quality control, for the quality of foodstuffs and for consumer protection

4. Land improvement and reparcelling

Priority II

Sustainable development of rural areas

Measures: 

1. Renovation and development of villages and rural infrastructure

2. Development and diversification of economic activities providing for multiple activities and alternative income

3. Agricultural production methods designed to protect the environment and maintain the countryside

Priority III

Conditions for a full utilisation of the SAPARD Programme

Measures: 

1. Improvement of vocational training

2. Technical assistance 

EU financial allocation for the SAPARD Programme was € 92 196 183 (in 2002 prices) for the period of 2000 – 2003, with an annual allocation of about € 23 million. 

In view of the envisaged accession of the Czech Republic to the EU in 2004, the Czech Republic will obtain the last allocation from the SAPARD programme in 2003.
1.4.2. Phare

In the course of the period of 1992-2002, the MoA received a total of € 37 million under Phare projects. Initially, the Phare agricultural programme was focused primarily on restructuring or development of business activities. Starting from the 1998 National Programme and to a major extent then in the 2000 National Programmes, the focus of the Phare agricultural programme shifted to the building of institutions that will be necessary in view of accession to the EU. All projects were useful and the funding was properly utilised. Important supported areas include the veterinary and phytosanitary service, building of the structures for the common agricultural policy (CAP) and the integrated administrative and control system (IACS), food safety and others.

As regards the MoA preparation for structural policy and rural development, Phare projects focusing on the preparation of the SAPARD Programme were implemented first. 

The first Phare project, CZ 9807-03 “Preparation for participation in the SAPARD Programme“, was launched on 15 November 1999. The objective was to assist in the accreditation of the paying agency and the certification of accounts, in the preparation of a legislative framework and in the development of monitoring committees and selection committees for the SAPARD programme. Final report for this project was submitted to the European Commission in November 2000.

The second project, CZ 9807-01 “Building a national development strategy and preparation for the Structural and Cohesion Funds“ was a part of the Phare Special Preparatory Program (SPP). The project was launched on 10 November 1999 and completed in spring 2001.  Within the part of the project designed for the Ministry of Agriculture, foreign partners provided assistance in the development of the MoA’s administrative and structural capacity for the implementation of the SAPARD Programme in the Czech Republic.

In the framework of preparations for the implementation of Council Regulation No. 1257/99, a Phare twinning project CZ 01/ IB/ AG/ 01 – “Building CAP/EAGGF structures – integrated rural development (EC 1257/99)“  commenced in May 2002. The project has dealt with an analysis and recommendations for the application of EC legislation, programming, and in particular with assistance in the finalisation of programming documents in accordance with Council Regulation No. 1257/1999 and Council Regulation No. 1260/1999.  The project has also provided assistance concerning monitoring and evaluation (assistance in defining suitable indicators and in the preparation of appropriate methods for control, monitoring and evaluation), preparation of a functional managing authority and paying structure (including assistance in designing operational manuals) and last but not least regarding the preparation of an appropriate advisory system.

1.4.3. ISPA 

In the framework of this pre-structural instrument, the MoA has been collaborating with the Ministries in charge of this programme – the Ministry of the Environment (MoE), the Ministry of Transportation and Communications (MTS) and the Ministry for Regional Development (MRD). Thanks to the participation of a MoA representative in the MRD Co-ordination Group for the ISPA programme and a representation in the ISPA Working Group of the MoE, the MoA has had an opportunity to observe the regime of the ISPA programme, preparation of institutions, project selection and financial flows, and thus can obtain information and knowledge that could be used in the preparations for the EAGGF and the FIFG.
1.4.4.
Conclusion

The introduction and application of the Phare, ISPA and especially the SAPARD Programme in the Czech Republic has lead to the development of a suitable environment for a subsequent implementation of the Agriculture OP as regards the development of an institutional structure including regional offices, administrative backup (qualified and trained staff) and gaining of experience in project administration and implementation (e.g. manuals) as well as the development of financing and control arrangements.

Another, not less important aspect was the absorption of fundamental EU principles for the utilisation of Structural Funds, the practical experience in the drafting of a programming document, the providing for a legal framework, the development of necessary institutions and the preparation of a qualified staff.

1.5. 
Consultation process – the partnership principle

Within the consultation process, a wide spectrum of partners from other ministries and representatives from the NUTS 2 cohesion regions, non-government organisations, research institutions (institutes), universities and technical schools were involved in the preparation of the Agriculture OP, i.e. in the programming phase. Representatives of professional associations, social partners and others were consulted as well. Representatives of some groups took part in the preparation of the Agriculture OP within the Preparatory Committee.

Members of the Preparatory Committee for the Agriculture OP co-operated in the preparation of the Agriculture OP and were familiarised with individual versions of the Agriculture OP starting from 1999. 

In the form of a consultation document, the Agriculture OP was a part of the National Development Plan and as such it was published on internet and also translated and submitted to the European Commission for comments.

Starting from 2001, new versions of the draft Agriculture OP were regularly published on the web site of the MoA together with a contact address where public could send its comments. Starting from 2002, this opportunity was also provided on the web site of the SEA assessor (to enable comments of public).

In the framework of the consultation process concerning the drafting of the Agriculture OP, representatives of non-government organisations were invited to raise their comments. The comments were incorporated into the OP document within a regular consultation procedure.

A public hearing on the Agriculture OP within the strategic environmental impact assessment pursuant to Act No. 244/1992 Coll. took place on 11 December 2002.  During the hearing, two comments on the Agriculture OP were raised. They were not essential and were addressed on the spot.

Annex 1: Summary of comments of partners to Agriculture OP 

1.6. Ex-ante evaluation of the Agriculture OP

The ex-ante evaluation of the Agriculture OP was carried out by an evaluation team from the Institute for Economic and Environmental Policy at the Faculty of National Economy of the University of Economics in Prague. The team was made up of experts academicians as well as experts from the field.

The Agriculture OP represents essentially a follow-up to the past policy of support for the sector of agriculture, including the SAPARD pre-accession programme while at the same time it concentrates also on new areas of support. As follows from the strategy and strategic objectives of the Agriculture OP, the OP seeks, with a contribution of technical assistance, in particular:

· to improve the competitiveness of the agricultural sector,

· to introduce and improve livestock welfare,

· to protect and improve the environment,

· to support employment,

· to attain a new orientation for rural development.

The Agriculture OP declares conformity in particular with Council Regulation (EC) No. 1260/1999 and Council Regulation (EC) No. 1257/1999. It further declares:

· a connection to the SAPARD, Phare and ISPA programmes,

· a co-ordination with the Horizontal Rural Development Plan (HRDP) and the Regional Development Plans (RDP‘s) of individual regions. 

· a connection to the policies and strategies adopted so far in the Czech Republic, in particular to the “Concept of the MoA policy for the period before the CR accession to the EU (2000)” (concept of agricultural policy, concept of forestry policy, concept of water management policy), “Principles of the CR’s regional development”, etc.

The financial framework of the Agriculture OP resulting from the European Commission proposals will consist of finance from the European Union Structural Funds EAGGF and FIFG and will be complemented from national public funds of the CR. In the case of revenue generating measures and sub-measures, it is co-financed also from private sources.

Financial support under the Agriculture OP may be granted throughout the Czech Republic save the territory of the capital city of Prague.

The Agriculture OP concentrates on the areas that are not sufficiently supported by current aid (restructuring, modernisation, improvement of economic performance and competitiveness of establishments, etc.).

Within the ex ante evaluation process, many comments provided by the evaluation team have been continuously respected. The continuous communication between the authors of the document and the evaluation team was recorded and is available for the validation of the whole interactive work on the programming document. Some of remarks to Agriculture OP are given in Annex 2 together with the ex-ante evaluation for the content of each Priority.

Socio-economic analysis

During the process of preparing OP Agriculture a significant qualitative shift has been seen in the processing of the socio-economic analysis. The informative value of the analysis has clearly risen substantially, both in most of its individual sections and taken as a whole. The analysis of the present situation of Czech agriculture is essentially objective, and some parts of the analysis of the economic and social situation have been conducted in depth and relatively successfully.

Coherence of the strategy and priorities chosen

The proposed strategy and chosen priorities correspond in general with the findings of SWOT analysis. The strategy for the comming programming period 2004 – 2006 is mostly oriented on the securing of the competitiveness of agriculture, food processing,  forestry and water management and on the support to fisheries.

The support to rural development plays also the important role. The authors of the Operational Programme suggested to focus more on rural development issues including the allocation of financial resources in the next programming period 

Expected impacts

The global aim of the Agriculture OP complies with the goals of the National Development Plan, and resources are allocated efficiently and effectively in the framework of defined measures. Then the goals can be fulfilled and the areas specified in the SWOT analysis can be improved, especially as far as the global aim of increasing the competitiveness is concerned. 

Financial resources allocated

This overall balance between measures in principle corresponds with the problems and priorities of solving current situation in the Czech Republic and is a result of political consensus.

Implementation system

Adequate attention is paid to the implementation and monitoring mechanisms in the programming document. The exploitation of the SAPARD structures and experience is a good sign of the success of the Agriculture OP. 

Annex 2: Addendum to ex-ante evaluation

1.7. Environmental impact assessment for the “Rural Development and Multifunctional Agriculture” Operational Programme

A team co-ordinated by the Institute of Applied Ecology at the Forestry Faculty of the Czech Agricultural University in Kostelec nad Černými lesy was selected to draw up a strategic environmental assessment of the Agriculture OP. This academic institute was selected as it is independent of the authors of the Agriculture OP and possesses substantial expertise in the field of rural development and multifunctional agriculture as well as in assessing the impact of strategic documents on the environment (SEA – strategic environmental assessment). Arrangements were made for an active participation of the public in this assessment and within the team of assessors these were ensured by the Regional Environmental Centre (REC CR).

The environmental impact assessment for the Agriculture OP was carried out on the basis of a combined procedure meeting the requirements of the following basic laws:

· Act No. 244/92 Coll. on the assessment of the impact of development strategies and programmes on the environment, as amended. This act applies to the concepts being prepared in the fields of energy industry, transportation, agriculture, waste management, and tourism that are adopted by the Government of the CR. To the prepared documentation concerning the assessment of the impact of the Agriculture OP on the environment, the Ministry of the Environment of the CR issues an opinion pursuant to Article 14 from the viewpoint of its impact on the environment that serves as a supporting document for discussing the concept in the Government of the CR,

· addition of selected points to the structure of the documentation concerning the assessment of the impact of the Agriculture OP on the environment in order to comply with the requirements on the structure of the assessment as laid down in Directive No. 2001/42/EC,

· requirements on the environmental assessment of the operations of the European Communities Structural Funds as laid down in Article 41 (2) (b) of Regulation (EC) No. 1260/1999 and in related methodological recommendations of the European Commission (Handbook on Environmental Assessment of Regional Development Plans and EU Structural Funds Programmes, DG XI, 1998).

Based on an original agreement between the authors of the Agriculture OP and the team preparing the SEA for the Agriculture OP, a continuous assessment of individual draft versions of the Agriculture OP was chosen that lead to a continuous optimisation from the viewpoint of environmental impact. The assessment was drafted and commented on by the public between March and December 2002. Next to the communication with the authors of the Agriculture OP, the SEA team co-operated at the same time with the SEA team for the National Development Plan and through it also with the SEA teams for individual operational plans in order to comply with the requirement to ensure consistency of these documents. A detailed methodology for the drawing up of the SEA is set out in a separate documentation on the environmental assessment of the Agriculture OP.

When assessing the Agriculture OP, available national and international strategies for the development of sectors or industries, their environmental assessments and where possible the opinions of the MoE on these strategies were taken into account. These included for instance:

· State nature and landscape conservation programme- SPOPK (1998),

· National environment and health action plan - NEHAP (1998),

· State environmental policy – SPŽP (2001),

· State programme of environmental education and training in the CR – EVVO (2000),

· 6th Community Action Programme for the environment for 2001 – 2010,

· Industrial policy concept (1998),

· State energy policy (2000),

· State raw material policy (1998),

· State transportation policy (1998),

· Development of transport networks in the CR until 2010 (1998),

· Medium-term strategy for the sector of transportation, telecommunications and post (2000),

· Concept of the MoA policy for the period before the CR accession to the EU (1999),

· Concept of state tourism policy for the period of 2000-7 (2002),

· Regional development strategy (2000).

Based on the prepared assessment, mitigating and offsetting measures were proposed (i.e. measures to eliminate or reduce the anticipated adverse effects of the development activities on the environment) that correspond with the above relevant strategic documents. Given the chosen assessment methodology, the proposed measures were accepted and incorporated into the operational programme  (reformulation of the LEADER+ type sub-measure). In view of their orientation, some comments were addressed in the programme complement to the Operational Programme (proposed environmental criteria for the selection of individual projects). The request to support investments in composting technologies has not been accepted by the authors of the Operational Programme due to a shortage of finance allocated for the whole Agriculture OP.

The whole procedure of environmental assessment of the Agriculture OP was completed by the issuing of a positive opinion of the Ministry of the Environment on 19 December 2002 with conditions taken from the conclusions of the SEA team.

The basis structure provided for by the Act 244/92 Coll., on the assessment of the effects of development policies and programmes on the environment, as amended, was used for an evaluation of likely significant effects on the environment. This outline was adjusted and extended by relevant requirements resulting from the Directive 2001/42/EC and methodological recommendations of the European Commission for an assessment of the effects of structural funds operations on the environment.  The outline of assessment of the likely significant effects of the Agriculture OP on the environment is as follows: effects on the air and climate, on water and hydrogeology, on the rock environment and relief, on soil, on flora and fauna, on forests, on crops, on ecosystems and the landscape, on health and welfare of population, on the environmental training, education and awareness, on the archaeology, history and culture and effects on the structure and functional use of the territory.

Assessment of these effects is a part of the SEA. For the comments, proposed changes and recommendations from SEA with Managing Authority setting up see table bellow.

SEA - Measures envisaged to prevent, reduce and as fully as possible offset any significant adverse effects on the environment of implementing the plan or programme
	
	Comments, proposed changes and recommendations
	Managing Authority Comments

	1. Support to Agriculture, Processing of Agriculture Products and to Forestry
	
	

	1.1. 
Investments in agricultural holdings
	
	

	1.1.1. Investments in agricultural holdings and young setting-up   farmers
	To add the possibility to use financial resources for a purchase or modernization of technological equipment or building of reinforced areas for composting plants into the measure description. In the connection with the planned parallel implementation of the Horizontal Rural Development Plan and in particular with implementation of agroenvironmental programmes, it is necessary to expect a considerable increase of the harvested biomass from permanent grasslands. With regard to a low livestock, in particular ruminants, there is a high risk of an improper handling of such a biomass (filling gullies or ravines, setting up illegal disposal sites, and uncontrolled burning). An investment support of a purchase or modernization of technological equipment or building of reinforced areas for composting plants is a good alternative that could eliminate this risk to a considerable extent.
	It is very financial demanding, we do not have enough financial sources, but smaller projects could be solved under diversification.



	1.1.2. Further diversification of agricultural activities
	
	

	1.2. Improving processing and marketing of agricultural products

	
	

	
	As to effect minimizing, the support of a reconstruction of the existing facilities or building of new facilities in abandoned industrial or agricultural premises (brown fields) seems more beneficial. To take this view in selection criteria into consideration.
	This will be in Manual (Programme Complement)

	1.3. Forestry 
	
	

	1.3.1. Restoring forestry potential damaged by natural disasters and fire and introducing appropriate preventive instruments
	To add an increase of the share of hardwood species in accordance with the State Environmental Policy and the Forestry Policy objectives to the criteria.
	This will be in Programme Complement.

	1.3.2. Investments in forests
	
	

	1.3.3. Establishment of associations of forest owners
	
	

	1.3.4. Planting of land not used for farming 
	To add an assessment of soil afforestation with regard to the protection of agricultural land resources to the criteria. The afforestation is not desirable if soil is classified on the basis of BPEJ to the protection classes I and II according to the Methodological instruction of the Forest and Soil Protection Department of the Ministry of the Agriculture of the Czech Republic of 1 October 1996, ref. No. OOLP/1067/96 on soil removal from the agricultural land resources pursuant to the Act of the Czech National Council 334/1992 Coll., on protection of the agricultural land resources.
	This will be in Programme Complement. It focuses on utilisation of land, that is not used for agriculture purposes from different reasons

	2. Rural Development, Fisheries and Vocational Training
	
	

	2.1. Promoting the adaptation  and development of rural areas 
	
	

	2.1.1. Reparcelling
	As for an efficient implementation of other related sub-measures, such a targeted support is considered one of the most efficient and it is recommended to prefer this sub-measure if financial movements within financial savings are possible during the implementation.  
	There is not enough financial sources

	2.1.2. Restoring the potential of agricultural landscape and its conservation
	
	This will be in Programme Complement

	2.1.3. Management of agricultural water resources and providing for their functioning
	There is a higher risk of a use of pond mud with a higher content of risk substances. With regard to a risk of littoral zone damage, a liquidation of a suitable environment for the ornithofauna and a liquidation of the benthos in the medium term, clearing ponds of mud by raking out has an adverse effect on these components of the environment. To support technologies minimizing this risk, such as suction dredgers.

Irrigation systems and amelioration facilities will be supported only if environmental and economic purposefulness is proved, including respecting the principle of use of water resources within the limits of their regeneration capacity.
	This will be in Programme Complement

	2.1.4. Rural development (LEADER+ type sub-measure)
	Support of an increase of financial resources for this sub-measure. As for the efficiency of rural renewal and development, the Rural Development Programme seems to be one of the most efficient tools with regard to results of the preceding years.
	The amount of money was heightened

	2.1.5. Diversification of agricultural activities and activities close to agriculture
	To minimize the building process in the open landscape during building of new facilities and equipment for the agrotourism with regard to the protection of land resources and water system.
	This will be in Programme Complement or in Manual

	2.2.. Vocational training
	
	

	2.3. Fisheries
	
	

	2.3.1. Fish processing and marketing of fisheries products
	As to effect minimizing, the support of a reconstruction of the existing facilities or building of new facilities in abandoned industrial or agricultural premises (brown fields) seems more beneficial. To take this view in the selection criteria into consideration.
	This will be in Programme Complement or in Manual

	2.3.2. Aquaculture
	
	

	2.3.3. Actions by professionals in fisheries
	
	

	3.Technical Assistance
	
	

	3.1. Technical Assistance
	
	


1.8. Co-ordination of Agriculture OP with other OPs within the Community Support Framework”.

The OP strategic focus is in full harmony with the overall development strategy of ‘
the Community Support Framework for the years 2004 – 2006, for the area of Objective 1 in the Czech Republic. This is related to the horizontal principles as well as to the content and arrangement of the priorities. There is agreement with the EC Common Agricultural Policy and with EC Common Fisheries Policy as well as with the regional policy applied in the Industry and Business OP, with the human resources development policy within the Human Resources Development OP, and there is also accordance with environmental protection principles, and 
the conclusions of the SEA analysis of the Agriculture OP.

The Agriculture OP is managed together with strengthening the integrated development of the Structural Funds in 2004 – 2006 in the EU. Given co-ordination between management of the different Structural Funds assures predominantly a high degree of coherence between  measures and activities within the single funds and the EC partial policies, and between the regional development targets in the Czech Republic. 

Harmony and co-operation with the other sectors shall be supported also within 
the Monitoring Committee of the Agriculture OP which shall involve representatives from the Ministry of Agriculture, Ministry for Regional Development, Ministry of Finance, Ministry of Environment, Ministry of Labour and Social Affairs, representatives of the regions, social partners and NGOs. 

Within the 5th priority axis of the National Development Plan, support in this area shall aim at increasing labour productivity in  processing of the agricultural production, with emphasis being put on improving quality and competitiveness of agricultural products to be marketed. This is connected particularly with supporting investments into new technologies and into human capital and supporting alternative job creation. 

The activities focusing on keeping young people in rural areas and on stabilising 
the rural settlements shall be granted a significant support. The support shall concentrate mainly on developing the non-productive functions of agricultural production that involve wider diversification within agriculture and finishing its restructuring. The activities shall be directed to integrated development of the rural areas, based on improved access to and equipment of communities as well as on job creation. 

Development of the 5th priority axis of the National Development Plan that is ensured by the Operational Programme “Rural Development and Multifunctional Agriculture”, and co-financed from the orientation section of the European Agricultural Guidance and Guarantee Fund and from the Financial Instrument for Fisheries Guidance, shall be complemented, where appropriate, with activities of the Joint Regional Development Programme, supported from the European Regional Development Fund. 

The support within the JROP shall focus on development of non-agricultural activities or activities where non-agricultural use predominates, and it will be financed from ERDF. On the other hand, the Agriculture OP ensures support for those activities that are connected with agricultural use (financed exclusively from EAGGF and FIFG). 

In the context of the National Development Plan, the Operational Programme plays an important role for socio-economic development in rural areas in full respect 
of the present approach of the regional policy in the CR and to the public administrative arrangement. With that, development of agriculture keeps the landscape in a cultural state, ensuring food safety and quality, job creation in rural areas, gender equalityin this area and efforts to preserve and improve 
the environment (are insured by a horizontal regional approach). To avoid overlapping a clear distance of the different measures is given. In this content measures of the HRDP give accompanying support.

2.  
Analysis of economic and social situation

2.1.
Introduction

The analysis concentrates on problems that need to be addressed primarily 
in the context of the Czech Republic‘s accession to the EU. The comprehensive and integrated view on rural development in the context of the socio-economic situation 
of its population and the selection of priorities and measures that may affect considerably the future development of all rural areas need to be considered as 
a fundamental shift in the assessment of the situation.

The analysis of economic and social situation in rural areas has been prepared primarily from the viewpoint of the changes that took place between 1989 and 2001, when the transition to market economy accompanied by fundamental changes in agriculture resulting from its transformation, had changed substantially the position of agriculture within the society.

Agriculture

A prevailing part of structural changes in the sector of agriculture has already taken place. At present, agriculture has been experiencing just a diversification according to natural conditions. It is necessary to emphasise the multifunctional character 
of agriculture, including the landscape shaping function and the multifunctional role 
of forests. In this area, reserves still exist for the strengthening of sustainable rural development and for further diversification of productions and services, and for 
the conservation of rural cultural and social heritage. The first stage processing 
of agricultural products, quality of agricultural products and the replacement of obsolete technologies are important areas where improvements are necessary.

Processing of agricultural products
The business base in the processing industry has a considerable effect on 
the competitiveness of the agricultural sector. The emergence of this base in 
the Czech Republic may be divided into three periods

1) first half of 20th century – emergence of processing capacities primarily for 
the so-called traditional productions – processing of cereals, sugarbeet, brewing industry, etc.,

2) second half of 20th century – emergence of capacities, primarily for 
the processing of raw materials of livestock origin,

3) from 1990‘s – emergence of the most modern part of the production base 
(so-called green field developments). New firms have emerged especially 
in places that are suitably located with respect to the markets from which they purchase or to which they sell and have been fitted with modern technologies and newly purchased machines. This path to the emergence of new firms is strongly restricted by the shortage of basic capital.

At present, it can be stated that the number of establishments processing agricultural products has been declining. The reduction results from still tougher competition on the purchasing and sale markets as well as from the conditions laid down by food and veterinary laws providing for food quality and safety, but also from 
the environmental requirements and other standards. At the same time, many establishments are undergoing a necessary and demanding reconstruction. Other establishments face a threat of closedown due to obsolete technologies and ensuing lower competitiveness.

Many technologies built in the last decade of the 20th century do not meet the EU standards currently in force. In spite of their relatively low age, they need to be further replaced.

Forestry

In view of their diverse functions, forests and subsequently the whole forestry are important for rural areas and represent an important component of integrated rural development policy, especially due to their contribution to the generation of income and employment in the areas where there are few alternative employment opportunities.

Water management

Water management in the CR provides services with an important impact on public welfare, which in different hydrological conditions harmonise the requirements concerning the utilisation of water resources with the requirements of the protection of water ecosystems. The main mission of water management is a sustainable utilisation of agricultural water resources and the prevention and mitigation of adverse effects of water including the implementation of preventive anti-flood measures.

2.2. 
Structural changes in agriculture since 1989

The period from 1989 until 2001 is characterised by substantial structural changes that resulted from the need to transform a centrally managed economy of the Czech Republic to an economy functioning based on market principles.

The policy of the Ministry of Agriculture consists of:

· agricultural policy,

· forestry policy,

· rural development policy,

· water management policy,

· processing industry policy.

2.2.1.  Changes in production structure and output volumes

2.2.1.1. Agriculture

As a result of changes in internal and external conditions, the size of our agricultural production experienced considerable adjustment in the course of the hitherto transformation period. Save a few commodities, the agricultural output in recent years has been considerable lower than that before the beginning of 
the transformation.

Since 1989, the share of agriculture in gross domestic product (GDP) has been gradually declining down to 1.88% in 2001 compared with 7% in 1989.

Over the period of 1989-2001, gross agricultural output dropped by more than 30% with livestock production shrinking more than crop production. 

Table: Gross agricultural output (CZK million in constant 1989 prices)
	Indicator
	1989
	1996
	1997
	1998
	1999
	2000
	2001

	Gross agricultural output
	108 633
	80 916
	76 803
	77 351
	77 798
	74 269
	76 135

	of which 

- crop output
	44 694
	36 438
	35 138
	34 535
	36 250
	33 700
	35 443

	- livestock output
	63 939
	44 478
	41 665
	42 816
	41 548
	40 569
	40 692


Source: CSO, Report on the situation of the CR agriculture in 2001

Table: Gross value added in 2001 according to a standard EU procedure (CZK/AWU)

	Business type group
	Types of areas
	Total

	
	mountain and highland areas
	other less favoured areas
	less intensive production areas
	production areas
	

	Legal persons (PPO)
	224 715
	233 898
	263 052
	282 455
	255 473

	Natural persons (PFD)
	202 550
	199 480
	263 295
	238 540
	220 817


Source: FADN survey

Table: Total production according to the Green Report in 1995 

	Indicator
	Market sales coefficient3)
	 1995 Green Report

	
	
	Output 
(000‘ t)
	Farmgate price 
(CZK/t)
	Production

(CZK million)

	Wheat 
	1.00
	3 823
	2 4711)
	9 447

	Barley
	1.00
	2 141
	2 3411)
	5 012

	Rye
	1.00
	262
	2 401
	629

	Maize grain
	1.00
	113
	3 524
	398

	Sugarbeet
	1.00
	3 712
	852
	3 163

	Potatoes
	1.00
	1 330
	7 982 2)
	10 616

	Rapeseed
	1.00
	662
	5 482
	3 629

	Hops
	1.00
	10
	146 879
	1 469

	Flax
	1.00
	34
	4 197
	143

	Fruit 1)
	1.00
	328
	9 441
	3 097

	Vegetables 1)
	1.00
	548
	7 822
	4 286

	Milk-deliveries
	1.00
	2 641
	6 680
	17 642

	Beef
	1.00
	323
	30 910
	9 984

	Pigmeat
	0.87
	650
	33 320
	21 658

	Poultry meat
	0.89
	180
	22 220
	4 000

	Eggs
	0.59
	184
	28 220
	5 192

	Production of selected commodities
	x
	x
	x
	x

	Notes:

1)      Except for average wheat and barley prices (baseline), average CSO prices have been taken.

2)  farmgate price of ware potatoes according to the CSO.

Source:    VÚZE Prague


	Table: Total production according to the Green Report in 2001

	Indicator
	Market sales coefficient 2)
	2001 Green report

	
	
	Output 
(000‘ t)
	Farmgate price 
(CZK/t)
	Production

(CZK million)

	Wheat
	1.00
	4 476
	3 522
	15 766

	Barley
	1.00
	1 965
	3 533
	6 942

	Rye
	1.00
	149
	3 801
	566

	Maize grain
	1.00
	409
	3 858
	1 578

	Sugarbeet
	1.00
	3 529
	964
	3 402

	Potatoes
	1.00
	1 130
	2 838
	3 207

	Rapeseed
	1.00
	973
	6 904
	6 718

	Hops
	1.00
	7
	134 121
	885

	Flax
	1.00
	18
	4 300
	76

	Fruit1)
	1.00
	167
	9 000
	1 505

	Vegetables1)
	1.00
	421
	6 000
	2 527

	Milk – deliveries
	1.00
	2 532
	7 800
	19 750

	Beef
	1.00
	209
	33 770
	7 041

	Pigmeat
	0.87
	584
	42 840
	21 641

	Poultry meat
	0.89
	313
	25 960
	7 220

	Eggs
	0.59
	3 190
	1 900
	3 576

	Production of selected commodities
	
	
	
	102 399

	1) Average farmgate price - estimate
	
	
	
	
	

	2) The market sales coefficient expresses the level of self-supplying for the commodities concerned


a) Crop production

Crops

Table: Selected indicators of crop production

	Crop
	Year
	Harvested area

(000‘ ha)
	Yield

(t/ha)
	Production

(000‘ t)

	Cereals total
	1989
	1 661.9
	4.69
	7 793.1

	
	1996
	1 581.0
	4.20
	6 644.1

	
	2000
	1 650.1
	3.91
	6 454.2

	
	2001
	1 623.6
	4.52
	7 337.6

	Oilseed rape
	1989
	102.5
	3.06
	313.3

	
	1996
	226.5
	2.30
	520.6

	
	2000
	323.8
	2.61
	844.4

	
	2001
	343.0
	2.84
	973.3

	Potatoes
	1989
	115.3
	21.01
	2 421.8

	
	1996
	85.7
	21.00
	1 800.3

	
	2000
	69.2
	21.33
	1 476.0

	
	2001
	54.1
	20.88
	1 130.5

	Sugarbeet
	1989
	126.6
	35.52
	4 497.0

	
	1996
	103.7
	41.63
	4 315.6

	
	2000
	61.3
	45.83
	2 808.8

	
	2001
	77.7
	45.41
	3 529.0

	Vine
	1989
	11.3
	4.56
	51.3

	
	1996
	11.5
	6.04
	69.7

	
	2000
	11.2
	5.96
	66.9

	
	2001
	11.3
	6.04
	68.3

	Fruit total
	1989
	36.6
	15.05
	550.3

	
	1996
	32.6
	10.85
	353.3

	
	2000
	31.9
	18.50
	565.4

	
	2001
	30.6
	9.69
	296.3

	Source: Definitive data on the harvest of agricultural crops, CSO
	


From the commercial point of view, oilseeds have been a very successful commodity with oilseed rape accounting for the greatest part of the total oilseed area of 432 300 ha (2001). In 2001, oilseed rape was harvested from a total area of 343 000 ha.

Fruit and vegetable production

The quality of fruit and vegetable storage in inadequate with a slow introduction 
of hygiene standards in the storage and limited use of environmentally friendly storage technologies. This reduces the quality of stored fruit and vegetables and 
the produce has a low added value.

In view of the existing production potential, the total need of storage capacities for fruit in the CR is some 90 000 tonnes. At present, EU standards are met by warehouses with a capacity of approximately 9 000 tonnes. The other warehouses require varying levels of reconstruction.

For vegetables, the total required storage capacity amounts to approximately 
150 000 tonnes. At present, the capacity that can be utilised amounts to about 
30 000 tonnes (with cooling systems) and 60 000 tonnes (with ventilation). The other storage capacities are temporary and will need to be reconstructed.

Use of fertilisers and pesticides:

Table: Development of the use of industrial fertilisers in the CR (kg/ha)

	Year
	N

(kg p.n./ha)
	P2O5

(kg p.n./ha)
	K2O

(kg p.n./ha)
	Total

(kg p.n./ha)

	1989
	103.2
	67.1
	59.7
	230.0

	1990
	86.3
	52.5
	47.2
	186.0

	1991
	50.0
	8.0
	7.0
	65.0

	1992
	50.0
	8.0
	7.0
	65.0

	1993
	40.0
	13.0
	10.5
	63.5

	1994
	57.6
	10.3
	13.0
	80.9

	1995
	55.6
	14.6
	12.7
	82.9

	1996
	61.3
	11.8
	8.0
	81.1

	1997
	55.1
	11.7
	10.1
	76.9

	1998
	53.3
	12.6
	7.3
	73.2

	1999
	51.1
	8.6
	5.9
	65.6

	2000
	58.9
	10.8
	6.2
	75.9

	2001
	72.6
	12.3
	7.3
	92.2


kg p. n. = kg of pure nutrients

Source: MoA, 1989-2001

Table: Development of the use of industrial fertilisers per year (t)

	industrial fertilisers
	1998
	1999
	2000
	2001

	calcium fertilisers
	203 631
	196 328
	208 518
	209 821

	nitrogen fertilisers
	202 932
	200 248
	212 988
	225 763

	phosphate fertilisers
	45 838
	40 270
	39 834
	44 397

	potassic fertilisers
	32 787
	27 719
	26 416
	30 903


Source: CSO, 1998-2001

1989 - 2001

Overall in can be stated that the use of industrial fertilisers was declining from 
230 kg of pure nutrients (p. n.) per hectare in 1989 to 80.9 kg p. n./ha in 1994 falling down to 65.6 kg p. n./ha in 1999. In 2001, the use of industrial fertilisers increased to 92.2 kg p. n./ha (75.9 kg p. n./ha in 2000).

2001

· total use of fertilisers (NPK) reached 92.2 kg p. n./ha, which is an increase by 21.5% compared with 2000. 

· use of industrial fertilisers amounted to

· N: 72.6 kg p. n./ha of ag. land,

· P2O5: 12.3 kg p. n./ha of ag. land,

· K2O: 7.3 kg p. n./ha of ag. land.

· total use of industrial fertilisers and liming amounted to 

· N: 310 500 t of pure nutrients,

· P2O5: 52 600 t of pure nutrients, 

· K2O: 31 200 t of pure nutrients, 

· Ca: 209 800 t of calcic substance.

· The use of calcium fertilisers supported by MoA aid increased relative to 1999 by 6.2% in 2000 and by 6.9% in 2001, 

· The use of nitrogen fertilisers increased in 2001 by 12.7% compared with 1999 and in average 72.6 kg of nitrogen were applied per hectare.
· The use of phosphate fertilisers increased in 2001 by 10.2% compared with 1999 and that of potassic fertilisers by 11.5%. The average per hectare application amounted to 12.3 kg of P2O5 and 7.3 kg of K2O. 

· The use of pesticides (total as well as selective herbicides) amounted to 0.99 kg/ha of ag. land in 2000.

b) Livestock production

Cattle, pigs and poultry

The average number of dairy cows continued to decline in 2001 with a slightly lower milk production.  At the same time, the average annual dairy yield per cow grew by more than 6% compared with previous year. A total of 1 582 300 head of cattle were registered in the Czech Republic in 2001, which is an increase by 0.6% relative to previous year. Pig numbers declined by about 5% since 2000 and the overall production of pigmeat stagnated at 584 000 t of live weight. Poultry numbers experienced a year-on-year increase by 4.1% reaching a total of 28.9 million head.

Selected livestock production figures

Table: Livestock numbers

	Indicator
	1989

 (000‘ head = 100 %)
	1996

(%)
	2000

(%)
	2001

(%)

	Total cattle
	3 481
	57.14
	45.22
	45.45

	of which – cows
	1 248
	60.18
	48.96
	48.96

	Total pigs
	4 685
	85.72
	76.71
	74.06

	of which – sows
	312.0
	101.92
	93.91
	92.31

	Total poultry
	32 479
	85.82
	98.66
	88.87

	of which – hens
	15 699
	76.63
	74.38
	44.58

	               - geese
	180.0
	87.78
	70.56
	16.11

	              - ducks
	192.0
	213.02
	234.90
	150.52

	              - turkey hens
	731.0
	94.66
	98.91
	109.44

	Source: CSO




Table: Production of meat, milk and eggs

	Indicator
	1989
	1990
	1991
	1992
	1993
	2000
	2001

	Beef (000‘ t)
	518.6
	511.0
	574.0
	420.0
	390.3
	208.0
	208.5

	Pigmeat (000‘ t)
	778.0
	792.0
	690.0
	740.0
	712.0
	583.9
	584.0

	Poultrymeat (000‘ t)
	199.0
	210.0
	208.0
	170.0
	157.0
	294.3
	312.5

	Milk (000‘ t)
	4900.0
	4700.0
	4100.0
	3724.0
	3433.0
	2708.1
	2701.8

	Eggs (million pieces
	3643.0
	3681.0
	3500.0
	3673.0
	3400.0
	3064.0
	3190.0


Source: Report on the situation of agriculture in the CR in 1994,  2001 Green Report

Livestock welfare

For all categories of cattle, 40-60% of housing capacities do not meet welfare requirements (the requirements are not met by housing facilities for about 150 000 calves, 200 000 head of young cattle and approximately 205 000 dairy cows).

Pig numbers in the CR amount to approximately 4 million head. The greatest number of pigs (about one quarter) is kept in facilities of a capacity of 100 – 400 head, for sows 50 – 100 head. It is therefore desirable to concentrate on the adjustment of sow keeping technologies in order to improve the quality of piglet rearing. Inadequate pen sizes are the main issue.

As far as welfare conditions for horses, besides the box and the loose housing, a number of breeders use the traditional method of housing - the stanchion housing. As it often does not fully comply with the welfare requirements, reconstructions of the housing facilities, pens of paddocks and pastures are desirable.

For sheep and goats, welfare conditions should improve. In particular there are needs of reinforced runs, fences, roofs, feeding facilities. 
As regards laying hens, there is still a need to completely reconstruct the housing facilities in all laying hen farms in the CR. Reconstruction of housing facilities for about 2.5 million laying hens as well as a reconstruction of hatcheries should take place before 2006.

Last but not least, livestock welfare conditions during transport and slaughter are also not in accordance with EU requirements.

Fisheries 

In the Czech Republic, freshwater aquaculture is a relatively small and compact segment of agriculture. It has a long tradition in our country and in the world it is renowned by the production of high quality fish. Freshwater fish, especially carp is a successful export commodity. From a wider perspective, pond management can not be restricted solely to fish production as it provides a number of other 
non-production functions such as the regulation of groundwater level, water retention in an area, landscape-shaping function, use for irrigation and industry, use for the purposes of fire fighting, water management, sports and leisure.

Annual production of commercial fish has been in a range of 19-20 000 tonnes in recent years. Average hectare yield from ponds amounts to about 450 kg of commercial fish. The volume of fish catch is affected also by the available outlets on domestic and foreign markets.

Table: Use of freshwater fish produced in aquaculture (000’ t of live weight)

	Year
	Commercial fish production
	Use

	
	
	Sales of live fish
	Fish designed for processing
	Export of live fish

	1990
	19.3
	9.1
	3.8
	2.7

	1992
	20.8
	9.9
	2.3
	5.6

	1995
	18.7
	9.7
	1.7
	7.8

	1997
	17.6
	7.6
	1.4
	7.0

	1998
	17.2
	7.5
	1.6
	8.8

	1999
	18.8
	8.5
	1.8
	8.0

	2001
	20.1
	7.8
	2.1
	10.0


Source: Czech Fishing Union

The production of fish in aquaculture decreased by 17.3% between 1992 and 1998 amounting to 17 200 t of live weight in 1998. Starting from 1998, fish production has been on the rise and the consumer demand has revived. In 2001, total fish production in aquaculture amounted to 20 098 t of live weight, which is an increase of 16.8% compared with 1998.

Besides the marketing of produced commercial fish that will fully depend on the skills and capacities of individual fish farmers, there are other factors, which may have 
an adverse effect on future fish production, such as for instance:

· slow progress in the removal of silt from ponds,

· low appreciation of the need to reconstruct the ponds providing water management functions,

· ineffective solution of the causes of damage caused by certain wildlife species that are subject to special protection,

· extreme scope of protected areas and increasing demands for recreational use of ponds,

· low returns on investments made in aquaculture.

Carp is the main fish kept in fish farming. It is reared in about 3-4 growing seasons and at a live weight of 1.8-2.5 kg it dominates the classical sales accounting for about 90% of total fish production.

In ponds, carp is complemented by other herbivorous fish, tench, white fish and carnivorous fish. The production of rainbow trout and other salmonids is limited due to a limited availability of quality water sources for their keeping and also in view 
of the competitively priced imports. The intensity of fish farming is kept at realistic levels taking into account the demand on the domestic market as well as the export opportunities.

Table: The species structure of the commercial fish production in the CR

based on available data from 1996

	Fish species
	%

	Carp
	87.7

	Salmonids (trout, char)
	3.7

	Herbivorous fish
	3.6

	Tench
	1.6

	Carnivorous fish
	0.9

	Peled, maraena
	0.5

	Other fish
	2.0


Source: Czech Fishing Union České Budějovice

At about 1 kg per capita annually, freshwater fish consumption in the Czech Republic is still very low. The greatest part of the consumption is concentrated to the Christmas and Easter period. Overall annual fish consumption is slightly over 5 kg per capita. The reasons for the higher consumption of sea fish include a wider range of products made of sea fish and sometimes also their lower price compared with freshwater fish.

Table: Annual per capita fish consumption (kg)

	Year
	Total fish
	of which freshwater

	1989
	6.0
	1.2

	1991
	3.8
	1.1

	1993
	4.5
	1.1

	1995
	4.9
	1.1

	1997
	5.5
	0.9

	2002
	5.4
	0.9


Source: CSO, Czech Fishing Union

At present, the figure of aquaculture processing plants is reaching 12 holdings. 5 of them, belonging to the members of the Czech Fishing Union, are approved to export their production to the EU countries. Next two companies are operating in freshwater fish processing with the year-long running.
Processing reflects on the market requirements, particularly increasing specialization of the range of products. Orientation to the higher share of processed fish production does not cause technological problems, but as far as profitability, fish processing is not effective. A stronger competition in the distributional market chains is to be considered too. 
The traditional region with the activity in aquaculture is the Southern Bohemia region, but in fact, fishery is widespread in all over the Czech Republic.

As far as the professional organisations, 80% of Czech fish producers are associated with the Czech Fishing Union- České Budějovice. The members of the association employ 1600 persons of total 2600 employees in the aquacultural sector in full-time job (including operating personal in fish processing plants). 350 persons are employed at registered fish farmers, non-members of the association, 
575 employees are engaged at local associations of the Czech Fishing Union and Moravian Fishing Union. The share of employees in the fishery is about 1,66% of all 156 000 persons employed in the agricultural sector.  
c) Diversification of agriculture – Agri-tourism

Agri-tourism as known in the European Union has developed in the CR only after 1989. At present about 200 family farms are involved in classical agri-tourism. Further development of businesses in this sphere will require financial support from the state and public budgets (support to businesses through soft loans, grants and subsidies), removal of legislative barriers and a support to improve the quality of provided services.

d) Energy consumption in agriculture
Starting from 2001, a new methodology has been used to calculate the consumption of energy in agriculture.  According to this new methodology, the energy consumption is estimated at 31 million GJ/year. In previous years, energy consumption had been estimated using a different methodology and therefore the energy consumption 
in 2001 can not be compared with that in previous years. The energy consumption 
in 2000 amounted to 46 million GJ/year (according to the old methodology).

2.2.1.2. Processing industry

The establishments processing agricultural products had undergone fundamental changes during the transformation period. The transfer of this sector from the state to private hands accompanied by a fragmentation of food industries has been completed.

As a result of adaptation to the demand on domestic market, the volume of processed agricultural products fell by over 25% in the initial period of transformation. The commodities of livestock origin experienced the greatest decline. In financial terms, the production has grown over the past decade in cycles interrupted by slumps in 1995 and 1999.

The following table shows the recent development of production in financial terms.

Table: Revenues from sales of products and services in current prices in 1993 and 1997- 2001

	/ CZK million/
	19931)
	1997
	1998
	1999
	2000
	2001

	Meat production OKEČ2) 15.1
	40 054
	53 928.3
	53 986.3
	51 205.6
	47 933.0
	49 495.5

	Fish processing OKEČ 15.2
	
	1 252.3
	2 092.9
	1 424.5
	1 036.8
	869.5

	Processing of fruit, vegetables and potatoes OKEČ 15.3
	4 854
	6 055.9
	4 399.3
	6 092.8
	6 954.4
	5 640.7

	Production of fats OKEČ 15.4
	8 179
	12 072.8
	12 430.8
	11 752.9
	11 024.4
	12 562.3

	Milk processing OKEČ 15.5
	37 624
	33 785.6
	37 011.4
	35 791.2
	37 671.9
	41 876.1

	 Production of products of milling and starch industry OKEČ 15.6
	7 055
	9 051.0
	8 252.5
	8 609.1
	7 882.4
	12 643.4

	Feed production OKEČ 15.7
	46 124
	22 815.3
	20 917.0
	17 183.9
	18 342.5
	24 670.7

	Production of other products OKEČ 15.8
	
	57 096.2
	57 905.9
	54 286.4
	55 122.2
	57 437.3

	Production of beverages OKEČ 15.9
	29 793
	41 941.0
	42 362.4
	44 413.4
	47 680.8
	47 833.4

	Total OKEČ 15
	173 683
	237 998.4
	239 358.5
	230 759.8
	233 648.4
	253 028.9

	Notes:         1) related to another category of establishments – the figures are financial indicators from the “Panorama of food  

                         industry”, for time series, the numbers (range) of establishments have changed over time.

                     2)  OKEČ – Classification of economic activities by industries for statistical purposes
Source:      CSO, additional calculations by the MIT


In the food industry sector, there were 8 833 processing enterprises registered according to the CSO, of which 6 340 natural persons (3 027 enterprises less in 2002 in comparison with 2001) operating under the entrepreneur law. It is evident that in new conditions, coming up the EU level, a significant  part of these small entrepreneurs have gone under. As far as companies, the most frequent legal persons are limited liability and joint stock companies (407 companies in 2002 counter to 317 companies in 2001). The increase in number of joint stock companies has resulted from growing competition in the food processing sector and from a need of capital concentration and stabilization of the business base.

The mean number of enterprises, from the set monitored by the CSO (that is at least 20 employees), declined by 158 companies in 2002. The most numerous group, from the point of view of the size classification, are enterprises up to 49 employees. Together with companies having from 50 to 99 and from 100 to 499 employees, these enterprises constitute 97% of the business base. In comparison with 2001, 
the number of all enterprises declined in 2002 excepting the category of medium and bigger enterprises from 100 to 499 employees, which widened a little bit 
(by 13 companies).

In the point of view of different sectors of production, in 2002 likewise in the last years the most numerous group (concerning enterprises with at least 20 employees) are enterprises so-called other food producers (bakeries, confectioneries, sugar rafineries and others) with 440 enterprises.  Further producers of meat and meat products including poultry with 185 enterprises and producers of drinks with 
123 enterprises.

At present, our food industry seeks to meet the EU standards applying to establishments, final products and environmental aspects. There are differences in the situation in various food industry. The final objective is to keep our food industry as a whole competitive following accession to the EU.  Investments, in particular in modern technologies (BAT- Best Available Technologies) and a reduction of adverse effects on the environment  are the main prerequisites for meeting this objective.

Table: Agri-Food Establishments - Monthly update on position
	Date:  
	15.10.2003
	
	
	
	
	

	Total Nr. of establ.:  
	2 803
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Meat sector total
	Milk sector
	Fish
 sector
	Other
sectors

	
	High capacity
	Low capacity
	High capacity
	Low capacity 1
	Low capacity 2
	
	

	Establishments in
compliance
	99
	166
	95
	9
	37
	29
	145

	Establishments expected 
to be compliant by date 
of accession
	444
	949
	131
	28
	75
	52
	135

	Establishment not expected to be in
compliance by the date 
of accession
	92
	220
	5
	1
	30
	18
	43

	Total 
(excl. est. in transition)
	635
	1 335
	231
	38
	142
	99
	323

	
	
	
	
	
	
	
	

	Milk sector:  
	
	
	
	
	
	
	

	Low capacity 1:  
	between 2 000 000 and 500 000 litres per year
	
	

	Low capacity 2:  
	less than 500 000 litres per year
	
	
	

	
	
	
	
	
	
	
	

	Legislation:  
	
	
	
	
	
	
	

	Meat sector total:  
	64/433, 71/118, 77/99
	
	
	
	

	Red meat sector:  
	64/433, 77/99
	
	
	
	
	

	White meat sector:  
	71/118
	
	
	
	
	
	

	Milk sector:  
	92/46
	
	
	
	
	
	

	Fish sector:  
	91/493
	
	
	
	
	
	

	Other sectors:  
	89/437, 91/492, 91/495, 92/45
	
	
	


2.2.1.3. Forestry

In spite of a positive trend in recent years, the share of broadleaf species in current forests is insufficient from the viewpoint of desirable ecological stability (they currently account for 22.3% while the recommended representation is 35.6%). The ecological stability of forest ecosystems is reduced among others also due to a lower biological diversity. Despite gradual improvement, the health condition of forests in the Czech Republic ranks among the worst in Europe. 

It is still necessary to anticipate damage to forests especially in the areas exposed to ground-level air pollution. Road transport emissions are another negative factor. 
The sources of the damage lie for the most part outside of the competence of the Ministry of Agriculture, which does not have a direct influence on their elimination. Weather conditions, insect pests and locally also excessive game numbers rank among other risks for weakened forest stands.

In addition to its production function, forestry provides also a number of non-production functions, such as those concerning

· water management, 

· health and hygiene, 

· recreation,

· conservation of special protected areas encompassing forests in national parks, protected landscape areas, national nature preserves, nature preserves, national nature monuments and nature monuments. 

Forestry GDP has been stable amounting to CZK 11.2 billion in 2001 and accounting for 0.6% of the Czech Republic’s GDP. To certain extent, the scope for further development of forestry is restricted and therefore the share of forestry in GDP will decline with the foreseen revival of industrial production.
The following table showing felling, increment and the development of the market in forestry products in the years of 1990, 2000 and 2001 illustrates the development of forestry over the past 12 years

	Indicator / year
	1990
	2000
	2001

	Total current annual increment of forests in million m3  
	17.0
	19.8
	20.0

	Felling in million m3
	13.3
	14.4
	14.4

	Average rotation period in years
	112.4
	115.8
	115.5

	Total timber deliveries in 000‘ m3
	12 828
	14 441
	14 374

	Timber exports in 000‘ m3
	2 657
	2 772
	3 011

	Timber imports in 000‘ m3
	 772
	1 194
	1 060

	Balance of foreign trade in timber in 000‘ m3 
	1 885
	1 578
	1 951


Source: MoA

The supports provided in the field of forestry will be aimed especially at 
the preservation and improvement of the ecological balance and stability of forests in the landscape, on the improvement of spatial and species composition and of 
the health of damaged forests and on the preservation. 

Other objectives will include reduction of the scope of damage caused by natural disasters and fire, rapid restoration of the stability of damaged forests and improving the quality of anti-flood and anti-erosion measures in forests.

Investment supports focused on providing access to forests for modern and environmentally friendly management methods, systematic monitoring, for the use for recreation and sports, on the modernisation of outdated ameliorative facilities and small water reservoirs in forests should, in addition to strengthening the economic situation of owners, contribute also to an increased economic, ecological and social value of forest holdings and to an extension of the offer of jobs.

The support for the establishment of associations of forest owners should partly overcome the disadvantages of fragmented structure of ownership and should create preconditions for easier management.

The support for the afforestation of land not used for farming will increase the share of usefully managed areas with an opportunity to positively affect the species and spatial composition of forests in these areas.

2.2.1.4. Water management

Watercourses

In the Czech Republic, watercourses are administered by watercourse administrators, the so called Povodí (river basin) state companies (Povodí Vltavy, Povodí Labe, Povodí Ohře, Povodí Odry, Povodí Moravy), the Agricultural Water Management Administration and the Forests of the Czech Republic, state company. These administrators fall under the competence of the Ministry of Agriculture and administer approximately 95% of the total length of watercourses in the Czech Republic. The remaining 5% of the length of watercourses are administered by municipalities, army authorities and natural park administrations.

Ponds and water reservoirs

It is estimated that there are about 24 000 ponds and small water reservoirs in 
the Czech Republic at present. Total area of ponds and small water reservoirs in 
the Czech Republic is about 52 000 ha. Historic ponds represent a prevailing part 
of this number. At present, ponds are divided to 24 major pond systems concentrating about 3 300 ponds. Other ponds do not form pond systems and with varying density are distributed throughout the Czech Republic. Total submerged area is some 51 800 ha and the theoretical water retention capacity of these water reservoirs amounts to approximately 625 million m3. The surveys available so far indicate that about 1/3 of this volume is silted. 

Table: The ownership of ponds in the Czech Republic
	Total ponds
	24 000

	of which owned by the state
	400

	Ownership in percentage shares:

	State
	1.6%

	Municipalities
	10.0%

	Regional governments
	20.0%

	Natural persons
	28.0%

	Legal persons
	31.7%

	Other owners
	8.7%


Source: MoA

Drainage and irrigation facilities

At present, there are some 11 702 km of main drainage facilities and some 2 585 km of main irrigation facilities in the Czech Republic. Detailed drainage facilities are available on some 1 100 000 ha of agricultural land, i.e. on about 26% of agricultural land.

In recent years, the drained and irrigated parcels have been declining due to 
a changed strategy of agricultural production, reduced share of arable land, increased share of built-up areas, higher costs associated with the operation of these facilities and stricter environmental laws.

2.2.2. Situation in the field of agricultural machines in the Czech Republic

The supply of machines on the market is wide and covers the needs of farms. Most sellers seek to address the insufficient solvency of agricultural establishments by offering services that facilitate the purchase of new machines by farm businesses (assistance in obtaining a loan, financial leasing, instalment sale, repurchase of used machines, etc.).

The main current problem is the rate of renewal of agricultural machinery. Agricultural establishments do not have sufficient own capital resources to provide for a rational rate of machinery renewal and it is difficult for them to get access to outside capital. This leads to an unfavourable average age of machinery and its continuing ageing. For instance, according to CSO data, 80% of tractors were older than 8 years in 1995 while in 1999 the figure was 88%. This has an adverse effect on the maintenance of the machines’ reliability, economics of their operation, the environment and ultimately on the economics of production. 

Table 1 lists information on the numbers of machines, their age and the number 
of hours in use per year. The table shows that the machinery is obsolete and 
the renewal is insufficient. At the same time, the use of machinery in farms in 
the Czech Republic is high.

The numbers of agricultural machines are affected substantially by the opportunity to receive support for the purchase of machinery that is provided by the Support and Guarantee Fund for Farmers and Forestry (SGFFF). The development of deliveries of tractors and combine harvesters in the past eight years is shown in the second table below.

A comparison of the data in the two tables below confirms that the renewal of machinery in Czech agriculture is slow and does not provide even for a simple reproduction. However, a purposeful and economically justified equipping of farms is one of important prerequisites for the stability and competitiveness of farms in 
the CR. It will take considerable investments. Just reducing the average age of agricultural machinery to 8 years will require investments of some CZK 45 billion.

Table: Number and age of machines and the number of hours in use per year



	Machines
	Number
	Age (%)
	Number of hours in use per year

	
	
	up to 4 years
	4 to 8 years
	above 8 years
	

	Tractors and small tractors
	79 304
	4.2
	7.8
	88.0
	1200

	Lorries
	14 354
	2.5
	4.6
	92.9
	1500

	Ploughs, single-sided
	23 880
	2.5
	12.1
	85.4
	325

	Ploughs, double-sided
	5 888
	24.8
	40.3
	34.9
	400

	Sowing machines
	15 408
	5.3
	16.5
	78.2
	200

	Potato planters
	5 547
	6.7
	26.2
	67.1
	40

	Tractor distributors of solid industrial fertilisers
	12 421
	10.5
	23.3
	66.2
	370

	Tractor manure and compost spreaders
	10 238
	3.8
	13.0
	83.2
	330

	Sprinklers
	8 622
	20.1
	23.8
	56.1
	500

	Combine harvesters
	12 836
	6.8
	5.3
	87.9
	325

	Self-propelled forage harvesters
	3 270
	4.6
	6.4
	89.0
	400

	Rotational mowers
	13 956
	9.7
	22.8
	67.5
	240

	Hay rakes
	19 643
	11.0
	20.8
	68.2
	220

	Gathering trailers
	18 345
	2.4
	10.4
	87.2
	300

	Root harvesters
	53
	2.6
	9.6
	87.8
	200

	Tractor trailers
	63 045
	0.5
	5.0
	94.5
	

	Self-propelled loaders
	5 318
	4.1
	5.5
	90.4
	750

	Tractor loaders
	9 901
	4.0
	13.8
	82.2
	590


Source: CSO Prague, 1999. More recent information is not available

Table: Annual deliveries of tractors and combine harvesters

	Machine
	Year

	
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	Total

	Tractor
	1065
	1077
	1308
	1224
	869
	493
	528
	1017
	7581

	Combine harvesters
	213
	200
	539
	327
	121
	92
	109
	154
	1855


Source: MoA

2.2.3.
Trade in agricultural products

In the long term perspective, the importance of agri-food goods in general has been declining. This is manifested by a continuing shrinking of its share in total global exports and imports. This trend that is characteristic especially of developed industrial countries can be seen also in the foreign trade of the CR. 

The turnover of the Czech agri-food foreign trade has been rising dynamically for 
a long time. In 2001, it was 15.2% higher than the average of the period of 1996-2000. Between 2000 and 2001, it grew by CZK 2 992 million (in the regime of free circulation of goods), i.e. by 3.0%. Even though the long-term trend in 
the development of the relation between agri-food export and import has been favourable and the rate of export growth is higher that that of comparable import, 
the ratio of active and passive foreign trade deteriorated in 2001. The value of export declined year-on-year (2000/2001) by CZK 203 million (i.e. by 0.5%) while the value of import grew by CZK 3 195 million (i.e. by 5.2%).

Agri-food trade did not develop favourably in 2001. From the beginning of 2001, 
the boom deteriorated considerably in the European Union, which is the main trade partner for Czech agri-food sector. Real gross domestic product grew by just 1.6% year-on-year, while in previous year the growth amounted to 3.4%. This had 
a significant effect on the results of Czech agri-food foreign trade.

Compared with the average of 1996-2000 Czech agri-food export in 2001 was by CZK 5 568.8 million (i.e. 16.7%) higher.  On the other hand, the value of agri-food import was higher by CZK 8 057.4 million (14.3%) than the average of 1996-2000.

Main markets for Czech agri-food trade
Also in 2001, the Member States of the EU were the most important trade partner for Czech agri-food sector. Total value of imports and exports grew from CZK 45 064.7 million in 2000 to CZK 46 883.8 million in 2001, i.e. by CZK 1 819.1 million or 4%. The share of the EU in total agri-food trade turnover grew further from 44.9% in 2000 to 45.4% in 2001. The significant increase of turnover in the trade with the EU was caused solely by an increased value of imports. This rose by 
CZK 2 335.8 million in 2001 compared with 2000, while the value of exports declined by CZK 516.7 million over the same period. As a result, the negative agri-food trade balance with the EU states grew by CZK 2 852.5 million.

The CEFTA countries accounted for 29.8% of the total turnover of the Czech agri-food trade in 2001 (an increase by 0.2% relative to 2000). 

Agri-food trade with developing countries was developing favourably in 2001. Its share in total agri-food trade turnover grew from 14.8% (2000) to 15.9% (2001).

Major commodities in agri-food trade

Export
The most important Czech agri-food exports include: 

· milk and dairy products,

· beverages and spirits,

· oilseeds and fruits.

Compared with 2000, there was an increase in the export of meat and offal, sugar and sweets, while the export of cereals dropped by about one fifth. The export of milling products, malt and starches experienced also a marked decline.

Import

The structure of imported goods is much more diverse. For a long time, the most important groups of imported goods have been the following: 

· fruit and nuts, 

· food industry residues and waste - feedingstuffs, 

· various food preparations,  

· vegetables and tubers, 

· preparations made from cereals,

· beverages and spirits. 

The above six groups of goods accounted for more than 51.8% of the total value of agri-food imports in 2001. A decline in the value of imported tobacco and tobacco products was the most significant change in the structure of agri-food imports compared with previous year.

Overall, it can be stated that the difference between average export and import prices and the difference in the volume of agri-food trade is relatively high to 
the disadvantage of the Czech Republic.

2.2.4.
Structure of businesses   

The structure of businesses in Czech agriculture has undergone significant changes during the reform period so far. This is manifested by a substantial increase of 
the share of total agricultural area that is farmed by individual private farmers and also by a dynamic development of a new business form – the corporate farms. On the other hand, the share of co-operative farms has continued to decline and the state sector has been reduced. The fundamental business structure – the shares of natural and legal persons – has been formed already in the period of 1990-95.

	Table: Structure of Entities Operating in Agriculture
	
	
	
	

	Form of enterprise
	Number of entities
	
	
	% of cultivated agricultural land
	

	
	1989
	1995
	2000
	2001
	1989
	1995
	2000
	2001

	Physical entities total
	3 205
	24 183
	53 460
	35 219
	0.4
	23.3
	26.4
	26.6

	Legal entities total
	1 198
	2 721
	3 027
	2 991
	86.7
	76.7
	73.6
	73.4

	Trading companies total
	1 463
	2 107
	2 095
	
	28.0
	43.2
	44.1

	Cooperatives
	1 024
	1 151
	746
	728
	61.4
	47.0
	29.1
	28.2

	Other (state-owned companies, companies with a different type of legal personality)
	174
	107
	174
	168
	25.3
	1.7
	1.3
	1.1

	Entrepreneurial entities total 
	4 403
	26 904
	56 487
	38 210
	
	100.0
	100.0
	100.0


Source: Green Report 2001

Of the original state farms, 50.7% were transformed to joint stock companies and 47.7% were sold directly. The remaining part was sold in public auctions and tenders or transferred to municipalities free of charge.

Recently, joint stock companies have been the most rapidly growing business form in our agriculture. A substantial part of co-operative farms was transformed to joint stock companies during the examined period.

The development of the structure of businesses in our agriculture over the period of 1989-2000 was characterised also by significant changes in size structure with 
a prevailing trend towards a smaller average size of farms.

Privatisation of businesses in forestry began in 1992. Services for forest owners are for the most part provided by private contractors. More than 90% of all work in state forests is carried out by private companies.

The state of play of land restitution

The Ministry of agriculture has been collecting statistical data on the restitution process. Of the total number of 231 828 restitution cases, 228 103, that is 98,4% were completed or nearly completed by 31 December 2002. It is necessary to note that the completion of a restitution case represents generally an issue of several administrative decisions. According to the findings there were issued more than 
429 504 decisions, of which 413 099 gained legal validity. More than 355 590 administrative decisions have been inscribed into the land register.

Table: Restitution process from 1993 to the end of 2002:
	Year
	% of a total number of submitted restitution applications completed or nearly completed


	1993
	28,3%

	1994
	57,8%

	1995
	81,9%

	1996
	90,3%

	1997
	92,7%

	1998
	94,5%

	1999
	96,3%

	2000
	97,3%

	2001
	97,9%

	2002
	98,4%


From the above it is possible to notice that the growth has been slower in the last years, because more complicated cases have come in course. More complicated from the point of view of documentation and judgement of setting up a claim to restitution. Such cases are often accompanied by lodging legal remedy at a court of justice and postponing the restitution process this way.

2.2.5. Employment 

The share of agriculture in total employment in the civilian sector fell from 10.3% in 1989 down to 3.7% in 2001. In this indicators, the situation in Czech agriculture is close to that in EU countries. 

The transformation processes in Czech agriculture during the period of 1989-2001 were reflected in a substantial reduction of agricultural employment. During this period, the average registered number of workers in agriculture (net of related services and game management) dropped from 533 000 to 156 000. 
The employment in agriculture was thus reduced by more then two thirds (by 70.7%), with the most rapid decline taking place in 1991 and 1992 when the number of agricultural workers declined by 24%. Within the overall structure of agricultural employment, the share of workers in corporate farms has been rising while 
the number of workers in co-operative farms has been declining throughout 
the transformation period. In 2001, workers in corporate farms accounted for almost a half of total agricultural labour, while less than a third worked in co-operative farms and less than one fifth in the farms of natural persons.

Table: Development of agricultural employment

	
	1989
	1990
	1991
	1992
	1993

	Total number of workers in agriculture1)
	533 100
	513 600
	407 100
	306 100
	260 1002)

	Note:

1) registered number in physical persons (permanently active and working) in agricultural primary production including the businesses of natural persons

2) preliminary figure


Source: Report on the situation of Czech agriculture in 1994

The unfavourable development of agricultural labour market has been primarily caused by the fact that due to structural and technological changes in agricultural production and long-term unfavourable economic situation of farms agriculture has been creating virtually no new jobs. In the event that there is a demand on part of farms, this concerns for the most part qualified workers for livestock production, which however are in short supply on the agricultural labour market. All this is caused primarily by a low interest, in particular of young and qualified workers to work in agriculture due to low price of labour in the sector, uncomfortable working hours, specific working environment, physically demanding work, low social prestige of employment in agriculture and unclear perspective for businesses in this sector. 
The supply of available labour consists for the most part of unqualified farm workers (including foreigners
), who are most frequently used (especially in the districts with 
a high share of agricultural employment in total employment) as seasonal labour. 
The seasonal use of workers is confirmed also by the fact that almost one third 
of agricultural applicants for work are applicants registered for a short time.

When comparing data
 of 1995 and 2000 the following trends can be observed:

· total employment in agriculture declined by 34%,

· number of men in agriculture declined by 31.5%,

· number of women in agriculture declined by 38.2 %,

· women accounted for 42.3% of the total decline of agricultural labour,

· women are leaving agricultural employment relatively more often than men; however, as there are considerably fewer women than men working in agriculture (women accounted for 37.6% of agricultural employment in 1995 and 35.2% in 2000) their resulting share in total decline of agricultural employment (42.3%) is smaller than that of men (57.7%).

The share of women in the employment in the national economy increased from 44.5% in 1995 to 44.8% in 2000. The share of women in agricultural employment declined from 37.6% in 1995 to 35.2% in 2000 (see above). Thus, unlike the share of women in total employment in the national economy, the share of women in agricultural employment has been declining.

Table: The share of men and women working in agriculture in 2000:

	
	absolute number
	 %

	men
	101 778
	65

	women
	55 334
	35


Source: Agrocenzus 2000

In comparison with the age structure of workers in national economy, agriculture remains to be characterised by an unfavourable age structure
 even in 2002. Due to a still increasing average age of agricultural population, the “generation problem” in the sector becomes aggravated.

Table: The share of certain age categories in total employment and employment in agriculture

	The share of workers of certain age category in total employment
	The share of workers of certain age category in agricultural employment

	men
	women
	men
	women

	age category (years)
	age category (years)
	age category (years)
	age category (years)

	60-64
	65 and above
	60-64
	65 and above
	60-64
	65 and above
	60-64
	65 and above

	1.8 %
	1.4 %
	1.4 %
	1.0 %
	2.7 %
	1.5 %
	2.1 %
	1.4 %


Source: 2001 Statistical Yearbook of the CR
Following the departure of workers who were not directly involved in agricultural production, workers with a low qualification began to retire from the sector after 1993 and currently also the qualified ones are leaving. One of the reasons is also the low level of agricultural wages.

Table: Development of nominal wages in agriculture, industry and national economy (CZK)

	Indicator
	1989
	1996
	2000
	2001
	

	Agriculture
	3 455
	7 829
	10 134
	11 148
	

	Industry
	3 335
	9 587
	13 583
	14 542
	

	National economy (NE)
	3 170
	9 676
	13 491
	14 642
	

	Agriculture/industry ratio (%)
	103.6
	81.7
	74.6
	76.7
	

	Agriculture/NE ratio (%)
	109.0
	80.9
	75.1
	76.1
	

	Source: Employment and wage statistics, FSO 1989, CSO 1997 - 20002


The educational structure of agricultural labour has been improving only slightly throughout the transformation period. Workers with completed apprenticeship dominate within the sector (56.2% of all workforce have a secondary vocational training without a leaving exam). Workers with a higher education (i.e. secondary and university one) account for 27.1%.  Year-on-year increase in the share of workers with university education is particularly significant (by 1.2 percentage points, by 1 600 workers in absolute terms)

Employment in forestry shrank by 45% compared with 1990. This decline has not caused social tensions in forestry. In recent years, the decline in employment has not been so rapid. A part of the workforce moved to timber processing industry. In spite of that, with the application of modern technologies forestry may become a potential source of labour.

2.2.6. Wages in agriculture

Average wage in agriculture was CZK 11 148 in 2001 and was CZK 3 494 lower than the average wage in national economy. The development of nominal wages together with the development of consumer prices during the examined period was reflected in the development of real wages. Agriculture experienced a greater increase of real wages than industry and overall national economy. While the improvement of real agricultural wages in 2001 brought some positive development towards overcoming the gap that emerged during the reform period, the real wages continue to be at about 80% of the 1989 level (unlike in industry and overall national economy, where they reached 111.0% and 115.1% respectively in 2001).

Table: Average monthly wages in agriculture and game management, forestry and fish farming 
	Sector
	1989
	1998
	1999
	2000
	2001
	Index

2001/1998
	Index

2001/1989

	Agriculture and game management
	3 455
	9 146
	9 394
	10 139
	11 148
	1.22
	3,23

	Forestry and felling
	3 598
	9 584
	10 516
	10 944
	11 668
	1.22
	3.25

	Fisheries and aquaculture
	4 173
	11 543
	11 788
	11 908
	12 786
	1.11
	3.06

	For comparison
	
	
	
	
	
	
	

	Industry
	3 311
	11 871
	12 671
	13 573
	14 542
	1.23
	4.39

	Construction industry
	3 526
	12 129
	12 786
	13 542
	14 648
	1.21
	4.15

	Czech Republic - total
	3 170
	11 693
	12 666
	13 490
	14 642
	1.25
	4.62


Source: CSO -  Labour and social statistics, publication 3107/2001

The remuneration of workers in agriculture and game management, forestry and felling, and in fisheries and aquaculture is considerably lower than in other sectors of national economy. Between 1998 and 2001, the average ware in the above sector amounted to about 75% of the average monthly wage reported for the Czech Republic as a whole. In the past four years, average agricultural wage grew in absolute terms by about CZK 2000, which gives a wage increase index of 
1.22 between 1998 and 2001.  However, for average wage in the CR, the wage increase index is 1.25 for the same period, which further extends the gap between wages in agriculture and other sectors of national economy.

In 2001, average gross monthly wages of women in agriculture (with 1 592 and more paid hours) equalled to 80.4% of men’s wages in agriculture (with the same methodological definition). The figure was 82.9% in 1996.

Table: Average women‘s wage as % of men‘s wage 

	Year
	1996
	1997
	1998
	1999
	2000

	Overall national economy
	77.2
	75.7
	72.0
	73.2
	73.3

	Agriculture, game management and forestry
	86.4
	78.7
	78.1
	77.2
	77.8

	 the following results from a similar survey by type of business
	
	
	
	
	

	Entrepreneurial sphere
	75.6
	74.6
	73.9
	73.6
	74.5

	Non-entrepreneurial sphere
	71.6
	73.7
	71.9
	74.9
	77.3

	by type of ownership
	
	
	
	
	

	private
	74.6
	71.0
	71.7
	72.1
	72.7

	state
	79.5
	78.2
	71.3
	74.0
	73.0

	co-operative
	78.9
	76.4
	74.3
	76.6
	76.4


Source: CSO survey – Wages in 1996,97,98,99 and 2000

These figures document an unequal position of men and women on labour market.

2.3. Land, its ownership and related problems

2.3.1. 
Land

Total land area of the Czech Republic is 7 886 000 ha. Agricultural land accounts for about a half (54%) of the total Czech Republic‘s area. More than 28.0% of agricultural land are found in elevations above 500 metres above sea level, more than 10.0% in elevations above 600 metres above sea level and 3% lie above 
700 metres above sea level. The areas in higher elevations (above 500 metres above sea level) can be considered as less favoured from the viewpoint of farming. In view of a relatively high population density in the CR, farming has had a tradition even in these areas and to a limited extent farming activities are carried out up to 1250 metres above sea level.

The agricultural land area was virtually unchanged on 31 December 2001 and remains stable at about 4.3 million ha. The area of arable land declined somewhat and therefore there has been also a slight decrease in the share of arable land (down to 72%). On the other hand, the share of permanent grasslands amounting to 
an average of 22.5% is relatively low considering the climatic conditions. 

There is 0.41 ha of agricultural land and 0.31 ha of arable land per capita in the Czech Republic.

Table: The basic land use structure in the CR

	land use structure in the cr as of 31/12/2001

	Type of use
	Area in ha

	Arable land
	3 075 178

	Forests
	2 638 917

	Permanent grasslands
	965 882

	Gardens
	160 710

	Water bodies
	159 549

	Orchards
	48 803

	Vineyards
	15 626

	Hop gardens
	11 236

	Built-up areas and yards
	130 666

	Other areas
	679 927

	Total
	7 886 494

	- of which agricultural land
	4 277 435

	- of which non-agricultural land
	3 609 059



Source: Czech Survey and Cadastre Institute - 2002

Of the soil types, medium heavy soils prevail (66%), with light soils accounting for about 25% and very heavy soils for 9%.

The following table shows the areas under organic farming in 2001:

	Culture
	Acreage in ha as of 31.12.2001
	Acreage in ha as of 31.12.2002

	Arable land
	19 164
	19 536

	Permanent grassland
	195 633
	211 924

	Permanent cultures
	963
	898

	Other
	2 354
	2 778

	Total 
	218 114
	235 136



Source: Ministry of Agriculture

According to a comprehensive survey of soils, about 60% of agricultural area cover soils of lower or low fertility. One fifth of agricultural land has extreme soil texture (the soils are either light-sandy or heavy clay soils). About a half of agricultural land has a greater slope (over 7o). A skeletal nature of some soils is a problem for farming (4.5% of soils are significantly skeletal and 24% are slightly skeletal).

Average national score for soil productivity in the CR is 42.2 points using the BPEJ
 system for assessment of agricultural territory. The system encompasses knowledge from a range of scientific disciplines and represents a final step in the categorisation of agricultural site conditions from the natural, productive and economic point of view.

Between 1989 and 2001, the area of arable land shrank while that of meadows and pastures was rising which is a desirable development, in particular in less favoured areas. The area of set aside arable land has been gradually growing (it is an area earmarked for the growing of crops designed for non-food uses such as oilseed rape).

Table: Area of set-aside land
 and land left fallow in the ČR

	
	Set aside land

(ha)
	Share in ag. land in the CR

(%)
	Fallow land

(ha)
	Share in ag. land in the CR

(%)

	1993
	7 830
	0.18
	25 830
	0.60

	2001
	112 800
	2.64
	300 000
	7.01


Source: Report on the situation of Czech agriculture in 1994, 2001

Forest area amounted to 2 639 000 ha in 2001 covering 33.4% of the country‘s territory.

The share of privately owned forests has increased, but the structure of forest ownership remains very unfavourable. Average size of private forests is very small and the establishment of associations of small forest owners, which should contribute to an increased effectiveness of management, will be a long-term process. The issue of church forest holdings remains unresolved.

Table: Forest area by type of ownership

	Type of ownership
	1992
	2000
	2001

	State forests including school forest establishments  (000‘ ha)                                           
	2 109
	1 683
	1 650

	Municipal forests (000‘ ha)
	227
	359
	380

	Private forests (of natural and legal persons and co-operatives) (000‘ ha)
	293
	595
	605

	Total  (000‘ ha)                                               
	2 629
	2 637
	2 639


Source: MoA, CSO

Table: Nature conservation areas

	
	in 000‘ ha
	% of CR agricultural area

	National parks
	119.0
	2.78

	Protected landscape areas
	1035.0
	24.18

	National nature preserves
	27.9
	0.65

	Nature preserves
	33.9
	0.79

	Total area
	1 215.8
	28.4


Source: MoE

2.3.2. 
Land ownership

Land ownership is very fragmented in the Czech Republic. A prevailing part of agricultural land, over 3 400 000 hectares, is owned by natural and legal persons. The state owns more than 800 000 hectares of agricultural land.

On the market in agricultural land, there are more than 3 million potential small sellers with an average parcel size of 0.44 ha. On the other hand, there are relatively few buyers of land for agricultural purposes. Only 0.2% o agricultural land were sold in 2000. At present, most owners of agricultural land do not farm it themselves and lease it.

It follows from the Agrocenzus 2000 survey that farms in the CR are characterised by a high share of leased land (91.9%). Where there is more than one big farm operating in a cadastre area, the lessors tend to conclude long-term lease contracts (for up to 10 years). On the other hand, where there is just one big farm farming agricultural land in several cadastre areas, the price of lease is usually at a minimum level and lessors find it difficult to lease their land.

Private forest owners in the Czech Republic manage just 22% of forest area, 63% of all forests are in state hands and the rest is owned by villages and towns. Privatisation of state forest land is not anticipated. The market is forest land has not yet developed.

In the Czech Republic, real estate including parcels is registered in the real estate cadastre. 

2.3.3. Reparcelling

The reparcelling process has been under way in the Czech Republic since 1991 in accordance with Act No. 284/1991 Coll. on reparcelling and land offices. Later, a new law on reparcelling and land offices, Act. No. 139/2002 Coll. was adopted which began to apply from 1 January 2003.

Within the reparcelling, the ownership of parcels is arranged, spatial and functional adjustment of parcels take place, the parcels are merged or divided, access to them is provided and their boundaries are demarcated. The reparcelling process creates conditions for rational management of parcels, soil protection, for increasing their fertility and for enhancing the ecological stability of the landscape. As of 1 January 2002, 203 comprehensive reparcelling projects were completed
 covering a total area of 72 697 hectares and work is under way on further 542 comprehensive reparcelling projects covering a total area of 256 495 hectares.

Construction of roads and the development of bio-corridors, bio-centres and anti-erosion measures is an integral part of the reparcelling process. The purpose of these measures is to restore the disturbed ecological stability of the landscape, 
to reduce the soil erosion caused by water and wind, to increase the biodiversity and to enhance the landscape that had been disturbed as a result of large-scale farming.

2.4. Hitherto agricultural policy and its effect on agriculture and rural areas

2.4.1. Development of agricultural policy to date

From the beginning of the economic reform in 1989, the agricultural policy of 
the Czech Republic underwent several fundamental changes before it was shaped into the current form. 

In the early stages of the reform (1991-1994), agricultural policy focused especially on support for the establishment of farms of individual private farmers and on 
the transformation of ownership of agricultural assets (restitution of agricultural assets, transformation of collective farms and privatisation of state farms). 
The objective was to restore the traditional form of agricultural businesses based on family farms. The main instruments were direct investment grants and interest-free loans to facilitate the acquisition of agricultural holdings by farmers starting their business.

In the following period (until 1997), the main effort of agricultural policy was to stabilise the structure of businesses emerged from the transformation with private farmers managing 25% of farmed land and the farms of legal persons farming 
the remaining 75% (the sector of agricultural co-operatives and their successor corporate farms thus remained preserved albeit in a reduced size). Regulation of 
the markets in main commodities, in particular milk, beef and bread wheat became the centrepiece of agricultural policy. The stability of the market in these commodities was the main factor contributing to the halting of agricultural production decline in 
the CR. It was ensured by intervention buying and subsidised exports, which were both implemented by the State Market Regulation Fund. Besides market regulation, an urgent need emerged to address an insufficient maintenance of landscape in less favoured areas, where unsubsidised agriculture had been gradually declining which lead to unemployment and overall degradation of these areas (North-western Bohemia was an example of such areas). The Government therefore launched support for beef cattle and sheep farming, growing of flax and maintenance of grasslands in these areas with the aim of restructuring the production in these areas and maintaining the cultural character of these areas. These efforts culminated in 1997 with the adoption of Act No. 252/1997 Coll. on agriculture, which established the support for less-favoured areas and non-production functions of agriculture as one of the main forms of agricultural aid. This Act also institutionalised an indirect support for agriculture that has been provided by the Support and Guarantee Fund for Farmers and Forestry in the form of loan guarantees and interest subsidies since 1994. The objective of this support was to modernise agricultural production, especially the technologies in livestock production and the machinery for crop production.

Since 1998, the main objective of agricultural policy has been to halt the decline 
of the size and performance of agricultural production, which continued despite 
the stabilising measures of the previous government’s policy. Agriculture had been permanently unprofitable and the accumulated debt from the period of 1990-1998 amounted to CZK 40 billion. A policy concept for the pre-accession period became 
a basis of the policy. It envisaged a revitalisation stage with an objective to stabilise the economic situation of farms and an adaptation stage starting in 2001 with 
an objective to approximate the policy mechanisms to the instruments of the EU Common Agricultural Policy.

The performance of agriculture measured by gross agricultural output (in 1989 prices) per worker in agricultural primary production increased from CZK 203 800 in 1989 to CZK 487 100 in 2001, i.e. almost 2.4 times.

2.4.2. Current agricultural policy

Current agricultural policy stands on 4 pillars:

· Market regulation and support of farmers‘ income

· Support for non-production functions of agriculture

· Modernisation and transformation of establishments

· Institutional preparations for accession to the EU

The MoA uses as a legal basis for supports:

· for agriculture and the processing industry Act No. 252/1997 Coll., 
on agriculture,

· for forestry Act No. 289/1995 Coll., on forests and on the amendment of certain laws (the Forest Act),

· for water management Act No. 254/2001 Coll. on water and on the amendment of certain laws (the Water Act), as amended and Act No. 274/2001 Coll. on public water supply and sewerage systems (Act on Water Supply and Sewerage Systems),

· for the market in the products of agriculture and the processing industry  Act No. 
č. 256/2000 Coll., on the State Agricultural Intervention Fund.
The basic regulations for individual supports are in particular: 

1. Government Decree No. 505/2000 Coll., laying down aid schemes to support non-production functions of agriculture and the activities involved in landscape maintenance and an aid scheme to support less-favoured areas, as amended by Government Decree No. 500/2001 Coll.

This Government Decree governs the supports for non-production functions of agriculture (agri-environmental schemes including afforestation) and 
the assistance for less-favoured areas. Based on Government Decree 
No. 505/2000 Coll., the MoA grants support to less-favoured areas amounting to some CZK 3 billion annually providing for landscape maintenance and environmentally friendly farming in these areas and thus preserving (a synergistic effect) also the population in these rural areas. Therefore, this Government Decree is considered to be a key instrument for maintaining the stability of highland and mountain areas and the schemes implemented under this Decree will become a basis for horizontal rural development measures under the HRDP.

The aid schemes designed pursuant to this Decree to support non-production functions of agriculture and the activities involved in landscape maintenance are as follows:

The aid scheme for less-favoured areas supports

· farmers operating in mountain areas, other less-favoured areas and areas affected by specific handicaps,

· farmers operating in large-scale special protected areas (national parks and protected landscape areas).

Agri-environmental schemes support

· change in the structure of agricultural production by converting arable parcels to grassland,

· maintenance of grassland on agricultural parcels by livestock grazing with 
the exception of hop gardens, vineyards, gardens and orchards,

· partial offsetting of losses incurred as a result of organic farming,

· preservation of biodiversity, cultural landscape and traditional farming methods

· bee-keeping.

Aid schemes for agricultural activities focused on the protection of  components of the environment support:

· liming of arable parcels with soil pH of not more than 5.5,

· establishment of the elements of territorial systems of landscape ecological stability including post-planting maintenance.

Aid schemes supporting changes in agricultural production structure support:

· changes in agricultural production structure through afforestation of agricultural land including the protection of thus established forest stands,

· changes in agricultural production structure through the planting of fast-growing tree species designed for utilisation in energy generation. 

2. Government Decree No. 86/2001 Coll., laying down the conditions for 
the granting of financial aid for putting land into set-aside and financial compensations for putting land into set-aside and principles for the selling of oilseed rape grown on set-aside land, as amended by Government Decrees 
No. 454/2001 Coll. and 294/2002 Coll.

This Decree allows each farmer who farms more than 10 ha of arable land to set-aside 5-10% of his arable area and to grow on this area under specified conditions crops, the produce of which shall be used for purposes other than 
the production of foodstuffs, feedingstuffs and seed. 

In return for compliance with the stipulated conditions, the grower receives:

· financial support for putting land into set-aside for each hectare of land put into set-aside,

· financial compensation for putting land into set-aside for each hectare of 
the remaining arable land not put into set-aside

· support for selling the oilseed rape grown on the set-aside land for 
the production of renewable energy sources - biodiesel.

3. some provisions of the Forestry Act (Act No. 289/1995 Coll., on forests and on 
the amendment of certain laws, as amended) and binding rules for the granting of financial aid in forestry,

4. Article 102 of the Water Act (Act No. 254/2001 Coll. on water and on 
the amendment of certain laws (the Water Act), as amended) for the supports granted in public interest,

5. The Rules for aid schemes pursuant to Article 2 (1) of Act No. 252/1997 Coll., 
on agriculture, as amended.

The following aid schemes are provided pursuant to Article 2 (1) of the Agriculture Act:

· Renewal of vineyards, hop gardens, orchards, technical and spatial isolates,

· Support for the establishment of drip irrigation in orchards, hop gardens and vineyards,

· Support for the utilisation of bioethanol,

· Keeping of suckler cows, sheep and goats,

· Support for beef marketing,

· Maintenance and improvement of the genetic potential of selected livestock species,

· Maintenance of the genetic potential of seeds and seedlings,

· Support to improve the health conditions of crops,

· Support to improve the health of field and special crops,

· Support for the National Stud in Kladruby n. Labem, and the Country Studs in Písek and Tlumačov,

· Genetic resources,

· Setting-up of young farmers,

· Disease Fund and subsidies for agricultural insurance,

· Advise and education,

· Support for the establishment and operation of producer marketing organisations, 

· Support for the European integration of non-government organisations,

· Support to increase the competitiveness of Czech food industry.

Under the Rules, the MoA provides grants primarily for general services for agriculture (advice, agricultural insurance, genetics, genetic resources, etc.) and also support for the competitiveness of food industry, the establishment of farmers‘ groups, young setting-up farmers and for the renewal of vineyards. On the basis of the Rules, supports will be provided also after the Czech Republic‘s accession to 
the EU as the so called state aids to which most of the current aid schemes belong. The other supports will be provided either within common market organisations or on the basis of programming documents, the HRDP and the Agriculture OP. 
The support for young farmers and the modernisation of technologies for 
the processing of agricultural products are integrated to the Agriculture OP.

The main institutional instruments used by the current agricultural policy include: 

1. The State Agricultural Intervention Fund (the SAIF)

Its main task is to regulate the market in main commodities.  It was founded on the basis of Act No. 256/2000 Coll. on the State Agricultural Intervention Fund and thus replaced the State Market Regulation Fund. The market regulation instruments are gradually aligned with the market measures used within the EU Common Agricultural Policy. They include milk and sugar production quotas, intervention buying of cereals and subsidised exports of milk products, malt, slaughter cattle and starch. Besides, direct payments for milk and direct payments for arable crops in connection with putting 5-10% of arable land into set-aside pursuant to Government Decree 86/2001 Coll. were introduced to strengthen farmers‘ income and to approximate the mechanisms of aid policy to the EU system. If a farmer meets the condition of putting into set-aside the required arable area, he is eligible for aid for the whole remaining area of arable land not put into set-aside.

2. Support and Guarantee Fund for Farmers and Forestry, a.s. (the SGFFF)

The task of the SGFFF is to facilitate the inflow of investments to agriculture and food industry in order to increase their competitiveness. Interest subsidies and loan guarantees are the main instruments used to this end. In addition to that, 
the SGFFF makes cheaper the operation credits designed to bridge a temporary shortage of finance. The SGFFF will be transformed to a bank institution supporting by long-term cheap credit the buying of land by domestic farmers. It is foreseen that the support for the modernisation of agriculture and food industry will continue in a modified form, but the Agriculture OP will become the main instrument.

3. Land Fund of the Czech Republic (LF CR)

The LF CR has been established as a legal person by Act No. 569/1991 Coll. 
on the Land Fund of the Czech Republic and its competence is determined especially by the Land Act No. 229/1991 Coll. and involves the administration of agricultural assets owned by the state. On this basis, the LF CR provides compensations for the restitution claims raised with respect to the state pursuant to the Land Act, privatises the administered assets pursuant to Act No. 92/1991 Coll., transfers state assets to municipalities, regional governments and public universities, and sells state agricultural land to natural persons based on Act 
No. 95/1999 Coll., as amended. 

4. SAPARD Programme

Through the SAPARD Programme, an instrument used in the EU was for the first time introduced to the Czech Republic‘s agricultural policy. The objective has been to prepare farmers and food manufacturers for the methods under which funding may be obtained within structural measures in the agriculture and rural sectors. In addition, the aim of the Programme is to enhance livestock welfare in the CR, to improve the processing of agricultural commodities, to accelerate the implementation of reparcelling and to introduce pilot agri-environmental measures in the CR.
2.4.3.
Overview of supports provided to the agricultural sector before the CR accession to the EU

These are supports resulting from agricultural policy measures, i.e. supports being granted to farms and establishments within related industries.  The agricultural policy measures have short-term as well as longer-term effects (in particular the supports for restructuring and modernisation).

Overview of supports by their orientation, allocation and sources

A detailed overview of individual types of supports is shown in the table below:

Table: Overview of supports by supported subjects and forms (CZK million)

	Type of support
	1995 - 1997
	1998 - 2001
	2001
	1995 - 2001

	
	total
	per year
	%
	total
	per year
	%
	total
	%
	total
	per year
	%

	TOTAL AGRICULTURAL SECTOR AND CONSUMERS

	A. Price support
	50 599
	16 866
	64.7
	63 904
	15 976
	49.6
	8 953
	31.4
	114 503
	16 358
	55.3

	of which – farmgate prices
	45 072
	15 024
	57.7
	63 684
	15 921
	49.5
	8 923
	31.3
	108 756
	15 537
	52.6

	             - consumer prices
	5 527
	1 842
	7.1
	220
	55
	0.2
	30
	0.1
	5 747
	821
	2.8

	B. Direct supports
	915
	305
	1.2
	27 150
	6 788
	21.1
	10 142
	35.6
	28 065
	4 009
	13.6

	C. Input subsidies and payment  

     relieves
	16 675
	5 558
	21.3
	22 977
	5 744
	17.8
	5 946
	20.9
	39 652
	5 665
	19.2

	D. General services
	9 960
	3 320
	12.7
	14 743
	3 686
	11.4
	3 464
	12.2
	24 703
	3 529
	11.9

	Total
	78 149
	26 050
	100.0
	128 774
	32 193
	100.0
	28 505
	100.0
	206 923
	29 560
	100

	of which – agriculture
	66 358
	22 119
	84.9
	115 753
	28 938
	89.9
	25 101
	88.1
	182 111
	26 016
	88.0

	             - processing industry
	2 474
	825
	3.2
	7 067
	1 767
	5.5
	1 961
	6.9
	9 541
	1 363
	4.6

	             - trade
	3 790
	1 263
	4.8
	5 734
	1 434
	4.5
	1 413
	5.0
	9 524
	1 361
	4.6

	             - consumers
	5 527
	1 842
	7.1
	220
	55
	0.2
	30
	0.1
	5 747
	821
	2.8

	of which - tax payers to producers
	31 014
	10 338
	39.7
	69 835
	17 459
	54.2
	20 963
	73.5
	100 849
	14 407
	48.7

	           - consumers to producers
	41 608
	13 869
	53.2
	58 719
	14 680
	45.6
	7 512
	26.4
	100 327
	14 332
	48.5

	          - tax payers to consumers
	5 527
	1 842
	7.1
	220
	55
	0.2
	30
	0.1
	5 747
	821
	2.8

	AGRICULTURE – TAX PAYER EXPENDITURE

	B. Direct supports
	915
	305
	3.7
	25 122
	6 281
	44.0
	9 363
	53.2
	26 037
	3 720
	31.8

	of which – commodity oriented
	1 119
	373
	4.5
	5 695
	1 424
	10.0
	1 634
	9.3
	6 814
	973
	8.3

	              - general
	- 204
	- 68
	- 0.8
	19 427
	4 857
	34.1
	7 729
	43.9
	19 223
	2 746
	23.5

	C. Input subsidies and payment  

     relieves
	13 875
	4 625
	56.1
	17 169
	4 292
	30.1
	4 762
	27.1
	31 044
	4 435
	38.0

	     of which – investment type
	8 425
	2 808
	34.0
	11 650
	2 913
	20.4
	2 643
	15.0
	20 075
	2 868
	24.5

	                   - other
	5 450
	1 817
	22.0
	5 519
	1 380
	9.7
	2 119
	12.0
	10 969
	1 567
	13.4

	D. General services
	9 960
	3 320
	40.2
	14 743
	3 686
	25.8
	3 464
	19.7
	24 703
	3 529
	30.2

	Total
	24 750
	8 250
	100.0
	57 034
	14 259
	100.0
	17 589
	100.0
	81 784
	11 683
	100


Source: VÚZE

The data in the above table suggest that the support of farmgate prices provided by the SAIF (SMRF) through customs protection and subsidised exports has for a long-time accounted for the greatest part of supports for the sector of agriculture 
(in average 52.6% in the period of 1995-2001 or 49.5% in the period of 1998-2001). As a result of a decline of world market prices as well as domestic prices, the share of this support stagnated during 1995-1999 period.  However, due to a more rapid growth of world prices compared with domestic farmgate prices and due to 
an increase in other supports, this share declined (as much as to 31.3% in 2001).

An investment as well as non-investment type support of input prices (including payment allowances) is the second most important group of supports (in average 19.2% in the period of 1995-2001). Allowances concerning the payment of excise tax on diesel oil play an important role.

Total direct supports accounted in average for 13.6% of all supports over the period of 1995-2001. However, as a result of a dynamic growth in supports for the non-production functions of agriculture and compensatory payments, their importance has been rising sharply since 1998 (in the period of 1998-2001, they accounted in average for 21.1% of all supports and in 2001 even for 35.6%). In the period of 
1998-2001, commodity linked direct supports accounted for just 10% of all supports, which indicates that the agricultural policy of the CR has become oriented on 
a stricter decoupling of direct payments (which is also more appropriate in view of 
the WTO commitments).

The breakdown of all supports by beneficiaries provides another view on agricultural policy
. For a long time, almost 90% of all supports have been allocated to the sector of agriculture with the rest being equally divided between processors, traders and also consumers.

In water management, supports are aimed primarily at the elimination of damage caused by floods, at the removal of silt from ponds and (agricultural) water reservoirs and at the draining or irrigation of agricultural land.

Overview of supports by agricultural policy objectives

Table: Overview of supports by agricultural policy objectives1) (CZK million)

	Objectives
	1995-1997
	1998-2001
	2001
	1995-2001

	
	total
	annually
	%
	total
	annually
	%
	total
	%
	total
	annually
	%

	Development and stabilisation of business structure
	3 932
	1 311
	10.8
	6 141
	1 535
	8.8
	1.748
	8.3
	10 073
	1 439
	9.4

	Production restructuring and modernisation, impro-vement of the economic performance and compe-titiveness of businesses
	12 985
	4 328
	35.5
	19 844
	4 961
	28.3
	4 031
	19.2
	32 829
	4 690
	30.8

	Improving the economic situation of businesses (increasing or maintaining farmers’ income)
	6 626
	2 209
	18.1
	22 954
	5 739
	32.7
	9 463
	45.0
	29 580
	4 226
	27.7

	Improving the relation of agriculture with the envi-ronment and rural areas
	5 803
	1 934
	15.9
	14 754
	3 688
	21.0
	3 810
	18.1
	20 557
	2 937
	19.3

	Extending the role of agriculture as a producer of renewable energy sources
	1 556
	519
	4.3
	5 949
	1 487
	8.5
	1 727
	8.2
	7 505
	1 072
	7.0

	Adequate prices of safe foodstuffs
	5 639
	1 880
	15.4
	536
	134
	0.8
	255
	1.2
	6 175
	882
	5.8

	Total
	36 541
	12 180
	100.0
	70 178
	17 544
	100.0
	21 034
	100.0
	106 719
	15 246
	100.0


1)Only tax-payer expenditure, i.e. net of supports from consumers to farmers and from farmers to consumers.

Source: VÚZE

From the viewpoint of agricultural policy objectives, supports for the modernisation and restructuring of farms account for the greatest share of total supports, which is in accordance with the main objectives of agricultural policy. However, the share of these supports dropped in 2001, primarily due to a substantial increase of supports to improve the economic situation of farms.

Supports to improve the economic situation of farms (increasing or maintaining farmers’ incomes) are the second most important group accounting in average for 27.7% of total support over the period of 1995-2001. However, the share of these supports grew rapidly in the 1998-2001 period reaching 45.0% in 2001.

The still growing share of environmental supports is important for the future orientation of agriculture in the CR. With the supports designed to maintain 
the countryside in less-favoured areas included among the environmental supports, this type of supports ranks as the third most important accounting in average for 20% of total supports during the 1995-2001 period. Moreover, the share of these supports experienced an increase during the period of 1998-2001 (by almost a third compared with the period of 1995-1997).

A fundamental change in the granting of support in forestry took place in 1997 as 
a result of the new Forest Act. Supports are not provided on the basis of Rules issued by the MoA, but pursuant to individual articles of the Forest Act
. This legislative change was accompanied by a change in the structure and objectives of individual supports. The supports concentrate more on non-production functions of forests, advise and changes in the structure of forests.

The supports granted in forestry have begun to show in an improved biodiversity resulting from declining share of coniferous stands. Given the nature of forestry, this is a long-term process. The support for the establishment of associations of forest owners has been rising, which enables a co-ordination of works in forests and the forest owners benefit from a better position on the timber market. As regards non-production functions of forests, their recreational and water management functions have been supported.

2.5. Social and demographic situation in the CR

2.5.1. Demographic situation in the CR    

There were 10 293 000 inhabitants in the Czech Republic as of 1 March 2001 (10 302 000 in 1991) with women accounting for 51.2% of the population (51.5% in 1991). Average population density was 131 inhabitants per km2. The population density ranged from 62.3 inhabitants per km2 in the Jihočeský region (kraj) to 230.5 inhabitants per km2 in the Moravskoslezský region (save the capital city of Prague with the density of 2 387 inhabitants per km2).

The population is distributed relatively equally throughout the country, with 
a substantial concentration in towns and cities. Of the total population, 26% lived in municipalities with not more than 2 000 inhabitants and 17.1% live in municipalities with less than 1 000 inhabitants. Prague with 1.2 million inhabitants is the greatest city in the country. In the Czech Republic, there is a total of 6 258 municipalities 
(as of 1 March 2001), with only 22 municipalities having more than 50 000 inhabitants (5 municipalities with a population of more than 100 000).

The population of the Czech Republic had been rising until 1994. In recent years, 
the population has been declining, in spite of the fact that the age-group born during the “baby boom” of early 1970’s has come to a childbearing age. The population declined by 9 282 inhabitants between 1991 and 2001 with this adverse development being partly offset by immigration. In 2000, the mean life expectancy was 71.7 years for men and 78.4 years for women.

The population age structure has been changing recently. Between 1991 and 2001, the share of inhabitants in productive age increased (by 4.1 percentage points to 65.3%) and that of inhabitants below 15 years of age declined (by 4.5 percentage points to 16.5%). Starting from 1998, the share of inhabitants in a pre-productive age has been lower than that of inhabitants aged 60 years and more. The share of inhabitants aged over 60 years has stagnated (18.2% in 2001), but the share of this age group will be growing at a faster rate.

In ethnic terms, the country is relatively homogeneous. In 2001, 94.1% of population professed to Czech as a mother tongue (94.8% in 1991). Of the minorities, Slovak is the strongest one (1.9%), followed by Polish (0.5%), German (0.4%) and Romany (0.1%).

As regards the educational structure of the CR population over 15 years of age in 2001, persons with completed apprenticeship and secondary vocational training without a school-leaving exam form the greatest group (37.9%, of which 20.5% with completed apprenticeship and 17.4% with secondary vocational training) followed by persons with secondary education with school-leaving exam (28.4%, of which 1.5% with vocational training with school-leaving exam, 25.6% with a complete secondary education and 1.3% with a higher technical education). Persons with elementary education account for less than a quarter of the population over 15 years of age (23%) and those with university training for less than one tenth (8.9%). Compared with 1991, the educational structure of the population over 15 years of age experienced a considerable improvement. The share of the population with elementary education declined (by 10.1 percentage points) while that of 
the population with university education increased (by 1.7 percentage points).

Table: Educational structure of the persons working in agriculture in 2000

	
	total
	%
	of which with agricultural training

	elementary education
	28 080
	18
	xx

	secondary education
	121 161
	76.5
	68 808

	university education
	7 991
	5
	6 820

	Total
	157 232
	100
	75 628


Source: MoA, Agrocenzus 2000

2.5.2.
Social and demographic situation in rural areas

According to the EU methodology
 and the methodology traditionally used in the CR, rural areas can be described at several hierarchical levels. 

As of 1 January 2001
, all higher units of the country‘s territorial administration at 
the NUTS 3 (as well as NUTS 2) level save Prague and the Moravia-Silesian region (Ostravsko) fell under the definition of a significantly rural region according to the EU methodology encompassing 92.3% of the country’s territory. The communities in thus defined rural areas accounted for 95.2% of all communities and 76.1% of the CR population.

At the NUTS 4 level (district)
, rural regions according to the EU methodology encompassed 64 districts, of which 9 „predominantly rural“ and 55 „significantly rural“. These regions accounted for 66.5% of the population in the CR (6% in “predominantly rural“ districts and 60.5% in “significantly rural“ districts) and 90.9% of the country‘s territory (“predominantly rural“ districts 15.5% and “significantly rural“ districts“ 74.5%).  The economically active population accounted for 45.6% of total population in these regions (45.6% in “predominantly rural“ districts and 45% in “significantly rural“ districts)

At the NUTS 5 level (local level - communities), rural areas in the CR according to the EU methodology accounted for 79.2% of the total number of communities and 75% of the country‘s territory. 

These areas accounted for 22.5% of the total country’s population. The structure of settlements has not changed significantly year-on-year. An analysis by size categories of rural communities indicates that the stability of population especially in the smaller communities in the CR may be under threat.

Municipalities with not more than 2 000 inhabitants, which in the CR have been traditionally considered as rural, accounted for 26% of the population. The rural municipalities are characterised by a lower share of productive age population in 
the total number of permanent residents (63.9% compared with a national average of 65.3%).

2.5.3. Civic amenities and technical infrastructure in rural areas

The availability of social amenities and technical infrastructure in rural areas is 
an important factor for the quality and equality of living conditions for the population throughout the CR.  It is closely linked with the economic potential (availability of jobs) and it contributes to the stability of communities and to the maintenance of 
a generational continuity of the territory. The facilities that belong among civic amenities (schools, post, police stations and health centres) are distributed relatively equally throughout the CR. Water supply and sewerage infrastructure that plays 
an important role in rural development is insufficient.

Given the low availability of civic amenities especially in small communities and 
the shortage of jobs at a local level, the availability of technical infrastructure (transport – the need of the inhabitants to commute to places where there is work, schools and basic services) is a primary factor affecting the improvement of living conditions in rural areas.

The whole network of local roads is in a poor condition. The accessibility of many communities by public transport has been adversely affected by a cancellation of bus and train services.

Of the communities with not more than 2 000 inhabitants, 29.5% have health care services or centres (these are, however, available in just 1% of communities with not more than 100 inhabitants), 36.3% have an elementary school (for those with not more than 100 inhabitants the figure is 0.5%), 78.8% have a water supply system 
(for those with not more than 100 inhabitants the figure is 54.3%), 21.3% have 
a sewerage system (for those with not more than 100 inhabitants the figure is 4.3%) and 41.8% have a gas supply network (for those with not more than 100 inhabitants the figure is 11.5%).

Since 1950‘s, the Czech Republic has ranked among fully electrified countries with all households connected to the electricity supply network. A substantial modernisation and reconstruction of the network and transformers took place in 1990‘s primarily in connection with a considerable increase in the use of electricity for the heating of households.

2.5.4. Cultural and national heritage

The Czech Republic is renowned for the wealth of its cultural heritage. Some 42 000 registered cultural monuments can be found in towns and rural areas. There are some 2 000 historic castles, chateaux and fortresses in the CR, many of which are not used at present and are more or less abandoned. The most important 
191 monuments have the status of a national cultural monument and as such enjoy special attention and protection. A total of 11 monuments have been listed in 
the UNESCO World Heritage List.

Village conservation areas and zones (225 sites) and landscape conservation zones (19 sites) play an important role in the stabilisation of cultural heritage in rural areas.

Rural areas are still rich in traditional local culture especially in terms of music, dance, language, dress (folk costumes), arts and crafts. Folk celebrations 
of traditional feasts, country fairs, harvest festivals, etc. are still alive. The strongest expressions of these traditions can still be seen in the Moravian regions of Valašsko, Moravské Slovácko and Lašsko and in the Bohemian regions of Šumava, Domažlicko, Plzeňsko and Podkrkonoší.

3. SWOT ANALysis of the “rural development and multifunctional agriculture” op

Based on a comprehensive assessment of the problems of Czech agriculture and rural areas, a SWOT analysis was carried out from the viewpoint of possibilities for a successful development of multifunctional agriculture:

SWOT analysis

	Strengths

Economic criteria:

· good structural conditions and a suitable size structure of farms from the viewpoint of the development of productivity and competitiveness of agriculture,

· diversified agricultural production (most farms have a combined crop and livestock production) as a basis for income stability,

· high quality of forest management planning and a historically advanced forestry,

· high potential of timber industry,

· top genetic material of freshwater fish (carp),

· traditional system of fish production using natural fish food.  

Rural development, human resources, social integration:

· experience with the SAPARD programme,

· good level of rural cultural and natural heritage,

· high share of forests in the total area and thus a high potential for their use,

· experience with the reparcelling instrument,

· long tradition of agricultural education,

· in the field of water management, the state guarantees that public interest is provided for,

· A positive relationship and increasing interest in agri-tourism.


	Opportunities

Economic criteria:

· growing consumer demand for quality and safe foodstuffs, consumers increasingly concerned about the origin of raw materials and the technologies used in food production,

· use of comparative advantage on the EU market in view of lower labour and capital costs,

· increasing attractiveness of the sector for the entry of foreign investors,

· good climatic conditions for the development of competitive agriculture.

· environmentally friendly fish farming and processing technologies,

· there is a potential to increase labour productivity and competitiveness, to increase added value in agricultural products within the sector and the whole rural economy.

Rural development, human resources, social integration:

· forests and agricultural land as a source of renewable raw materials and growing importance of non-production functions of forests and agriculture,

· higher use of timber of ecological and renewable raw material,

· higher use of the timber industry‘s potential, which is located primarily in rural areas,

· advantageous geographical location (in the centre of Europe, bordering eastern as well as western markets, crossroad of transport networks), 

· good availability of electric energy (high level of electrification),

· growing attractiveness of rural tourism, potential for the development of agri-tourism also outside of traditional tourist areas,

· growing interest of the society in rural development, nature and landscape conservation, awareness of a need of sustainable rural development.

	Weaknesses

Economic criteria:
· shortage of capital in the whole agricultural sector and in rural economy,

· poor economic situation in marginal areas,

· low share of production of processed products with a high added value and little marketing experience,

· low productivity in agricultural and processing establishments, obsolete technologies, buildings and infrastructure,

· absence of a national sustainable development strategy in the form of a binding document for the CR,

· low agricultural incomes (in 28 districts, agricultural incomes are lower than 80% of the national average; agricultural incomes are the lowest within the national economy),

· inadequate preventive anti-flood measures,

· fragmented land and forest ownership,

· increased share of unfarmed areas,

· insufficient use of timber as a domestic ecological and sustainably produced raw material, 

· excessive export of raw material (timber) with a minimum added value,

· inadequate livestock welfare,

· inadequate quality of fruit and vegetable storage (especially insufficient hygiene standards and storage technologies that are not environmentally friendly).

Environment:

· poor health of forests as a result of air pollution,

· low biodiversity and ecological stability of forests,
· from the ecological point of view, the structure of forests in terms of age, spatial distribution and species is not suitable,
· outdated drainage and irrigation facilities, reduced functionality of agricultural water sources and ponds,

· damaged dikes and installations on ponds and water reservoirs,
· pond water in some regions affected by pollutants.  
Rural development, human resources, social integration:

· unfavourable age and educational structure of rural population,

· high unemployment in rural areas, especially among women, including a high and growing long-term unemployment, shortage or available employment opportunities,

· regional disparities in the availability and quality of services, public transport and overall infrastructure between rural and urban areas,

· more difficult access to information, 

· low quality of information transmitted through the advisory system.


	Risks – threats

Economic criteria:

· insufficient attractiveness of agriculture for qualified persons and resulting further outflow of qualified labour from agriculture as a result of economic development of other sectors,

· abandonment of farming in marginal areas,

· declining competitiveness of agricultural products due to a strengthening of Czech currency,

· poor competitiveness of fish products originating from domestic sources.

Environment:

· increased occurrence of extreme climatic events, recurring natural disasters, risk of floods, drought, soil erosion and compaction,

· restriction of traditional fish farming caused by environmental and water management requirements,

· bad storage for farm manure,

· adverse effects of agriculture on the environment.

Rural development, human resources, social integration:

· threat of continuing depopulation of rural areas due to ageing of agricultural population, 

· little labour mobility,

· deepening problems with transport infrastructure, 

· occurrence of infectious diseases in other countries.

  


4. the european community context

The Agriculture OP has been drawn up in accordance with Council Regulation 
No. 1257/1999 on support for rural development from the EAGGF and amending and repealing certain Regulations and with Council Regulation 1263/1999 on 
the Financial Instrument for Fisheries Guidance and amending and implementing regulations.

In accordance with Article 12 of Council Regulation No. 1260/1999, the Agriculture OP supports only such activities that are in conformity with the Treaty establishing the EC, Treaty of Accession to the European Union,  with instruments adopted under it and with Community policies and actions, including the rules on competition, on the award of public contracts, on environmental protection and improvement and on the elimination of inequalities and the promotion of equality between men and women.
Conformity with the EC Common Agricultural Policy

The Agriculture OP has been drawn up in accordance with the Agenda 2000 reform of the Common Agricultural Policy that was adopted by the European Council in Berlin in 1999 and aims at the following objectives:

· greater market orientation and increased competitiveness,

· food safety and quality,

· stabilisation of agricultural income,

· integration of environmental issues into agricultural policy,

· development of viable rural areas,

· simplification and strengthening of decentralisation.

Conformity with the EC Common Fisheries Policy

These interventions are particularly subject to the specific requirements and provisions fixed in Council Regulation (EC) No 1263/1999 and No 2792/1999, lastly amended by Council Regulation (EC) No 2369/2002 of 20 December 2002. 

These provisions have to be respected even in the exceptional case of a fisheries action being financed by another Fund.

The interventions concerning the protection of aquatic resources, aquaculture, processing and marketing, and inland fisheries should have a sustainable economic effect. The envisaged structural actions should give a sufficient guarantee of technical and economical viability and should particularly avoid the risk of creating any production over-capacity.

The following main goals are being fulfilled:

· to increase competitiveness of fish products in the market,

· to increase hygienic standards and food safety of fish products,

· to introduce new technologies to reduce pathological and environmental risks in fish production,

· to implement newly verified knowledge in the area of fresh-water fish management and treatment.

Public procurement

The procedure in the contracting and selection of projects will adhere to Act 
No. 28/2000 Coll. on public procurement, as amended (Act No. 28/2000 Coll.). 
The amendment of Act No. 28/2000 applying as from 1 June 2000 provides a basis for compatibility with acquis communautaire.  From the viewpoint of supplier selection, all projects co-financed from the EAGGF or FIFG have the character of 
a public contract. For public procurements exceeding a set limit, for which 
a contribution from the EAGGF or FIFG is applied for, publication in the EC Official Journal shall be ensured.

At the same time, provision shall be made for compliance with Community requirements laid down in the Treaty establishing the EC (Articles 12, 28, 43 and 49) and in Commission Directives on public procurements (Directive No. 92/52 
on services and public contracts in telecommunications, Directive 93/36 on the award of public supply contract, Directive No. 93/37 on public works contracts, as amended by Directive No. 97/52, Directive No. 93/38 on the procurement in water, energy, and transport sectors as amended by Directive No. 98/4, etc.

Public aid

In the CR, the granting of public aid is governed by Act No. 59/2000 Coll. on public aid. The Act is supplemented by a system of methodological guidelines for individual areas of intervention, where rules are laid down under which public aid can be granted in the area concerned. These methodological guidelines are fully compatible with EU legislation. The decision on the granting of public aid based on these guidelines and a limit set by a regional map of public aid intensity for the period of 2002-2004 for NUTS 2 is issued by the Competition Authority. This decision is subject to a Commission authorisation pursuant to Articles 87 and 88 of the Treaty. According to Article 88 (3) of the Treaty, a Member State shall notify the Commission of any plans to grant, alter or extent the state aid to companies. This does not apply to small-scale public aid (“de minimis” rule) where total amount does not exceed EUR 100 000 or group exceptions allowed by Council Regulation (EC) No. 994/98 (or in Part 4 (2) of Act No. 59/2000 Coll.). State aid schemes granted in connection with activities related to the production, processing and marketing of agricultural products are governed by the Community Guidelines for State aid in the agricultural sector OJ C 28 of 1.2.2000. State aid schemes concerning actions financed under FIFG within this programme are governed by the provisions of Art. 19(2) of Council Regulation (EC) No 2369/2002 of 20 December 2002.

Annex 3: Standard Table of State Aid

Protection of competition

In the Czech Republic, protection of competition is governed by Act No. 143/2001 Coll. on the protection of economic competition, as amended.

Pursuant to Act No. 272/1996 Coll., the Competition Authority is the central state administration authority responsible for supervision over the compliance with competition rules.

Protection of the environment

Projects and actions co-financed from the EAGGF and FIFG must take into account the principles and objectives of sustainable development. This strategy is based on 
a harmonisation of economic development with the protection of the environment so that current as well as future generations would be retained the possibility to satisfy their life needs without an irreversible damage to nature or loss of its diversity.

The projects and actions must be in conformity with the CR and EC legislation in 
the field of environment protection. The supreme Act of the CR, the Constitution of the Czech Republic, in its Article 7 charges the state to provide for a careful use of natural resources and for the protection of the environment. The projects that are in conformity with the State Environmental Policy (Government Resolution No. 38/2001) shall be preferred.

The Agriculture OP is subject to environmental impact assessment pursuant to 
Act No. 244/1992 Coll. on the environmental assessment of development strategies and programmes (the so called SEA) while respecting Commission Directive 
No. 85/337/EEC as amended by No. 97/11/EEC. The projects themselves are subject to Act No. 100/2001 Coll. on environmental impact assessment and amending some related laws (Impact Assessment Act – the so called EIA). This Act defines the projects the implementation of which could have a serious impact on 
the environment and which are thus subject to environmental impact assessment. The assessment encompasses the impact on the population and the environment, including animals and plants, ecosystems, soil, the rock environment, water, air, climate and landscape, natural resources, tangible assets and cultural monuments and on their mutual interactions and relations.

The Czech Republic respects the Council Directive 91/676/EEC concerning 
the protection of waters against pollution caused by nitrates from agricultural sources (Nitrate Directive).

A legislative framework for NATURA 2000 is formed by Council Directive 92/43/EEC on the conservation of natural habitats and of wild fauna and flora (the Habitats Directive) and by Council Directive 79/409/EEC on the conservation of wild birds (the Birds Directive).

All projects co-financed under Agriculture OP will be monitored as to whether their implementation is in compliance the Habitats and Birds Directive damages valuable natural environment falling in NATURA 2000 or its vicinity. The fact will be evidenced by final beneficiaries in application. All activities shall also respect the Nitrate Directive.

Support of equal opportunities 

Measures supporting equal opportunities for all persons on the labour market are 
a part of the National Employment Plan adopted by the Government of the Czech Republic on 5th May 1999 (Resolution No. 418). These measures are elaborated in “Pillar 4 – Support of equal opportunities for all persons“.

The measures under this pillar are aimed at the elimination of discrimination in access to employment, at the strengthening of legal and institutional instruments and mechanisms to remove all forms of discrimination on labour market. In order to enable the adoption of rectifying measures, a system needs to be introduced for 
the monitoring of discriminatory developments on the labour market, i.e. regular sociological surveys need to be carried out. At the same time, the objective is to create conditions for the adoption of exceptional temporary measures (affirmative action) in favour of those groups, whose access to employment has been hampered by their belonging to a race, sex, etc. The proposed measures comply with 
the meaning of Council Directives No. 16-18 on employment policy.

Summary of measures:

· to strengthen legal and institutional instruments and mechanisms to eliminate discriminatory developments on the labour market,

· to provide for the use of exceptional temporary measures in favour of those groups, whose access to employment has been significantly hampered,

· to monitor the situation in the enforcement of the right to employment for 
the groups of citizens threatened by discrimination,

· to contribute to the elimination of unjustified disparities in the remuneration of men and women.

By its Resolution No. 236 of 8 April 1998, as amended by Resolution No. 452 
of 10 May 1999, the Government adopted its priorities and procedures in the enforcement of equal opportunities for all persons. It is the first government document by which the Government of the Czech Republic officially declared its determination to contribute effectively to the elimination of any existing barriers, whether formal or of substance, that prevent women from achieving a position comparable with that of men. The document includes chapters such as 
the enforcement of the principle of equality of men and women as a part of government policy, legal provisions for the equality, equal access to economic activity, etc. and further proposed measures to attain equal opportunities. 
The document is updated on an annual basis and submitted to the Government with a summary report on the fulfilment of government priorities and procedures in 
the enforcement of the equality of men and women.

Equal opportunities for men and women in the CR are laid down in the Constitution of the Czech Republic.

The principle of equal opportunities for men and women is reflected in the Agriculture OP at the level of each measure or sub-measure.

The annual and final report on the implementation of the Agriculture OP shall contain a special social chapter describing the activities undertaken within the Agriculture OP, which lead to the implementation of the Agriculture OP‘s equal opportunity objectives.

5.
description of development strategy

5.1.
Global objective and strategic objectives of the Agriculture OP

The global objective of the Agriculture OP is to increase competitiveness of agriculture by further restructuring and the growth of the labour productivity, to contribute to the preservation of the environment, to sustainable multifunctional rural development based on sustainable agriculture, forestry, water management and fisheries in integration with a quality processing of agricultural products. In this manner, the adaptation of Czech agriculture to the European model of multifunctional and competitive agricultural sector should take place.

The strategic objectives of the Agriculture OP address primarily the problems that have been identified by the SWOT analysis as weaknesses:

· to secure available capital for the area of agriculture and rural development, to improve outdated technologies in agricultural and processing establishments and thus also the impact on the environment and animal welfare,

· to improve the marketing of agricultural produce with a simultaneous increased share of production of products with a higher added value and their sale on foreign markets

· to consolidate the structure of agricultural ownership and to enable a multi-sectoral development of rural areas, 

· to address social aspects of rural development by increasing the employment, improving the age and educational structure and by making information available,

· to improve the fisheries in harmony with the Common Fisheries Policy,

· to preserve the environment from the negative influence of the agriculture production and of the activities within processing of agricultural products, forestry, water management, diversification, rural development and fisheries.

5.2.
Strategy for the development of the sector of agriculture, forestry and water management and for rural development in the Czech Republic

The strategy of the Agriculture OP follows from the SWOT analysis of the situation in the agricultural and rural sector of the CR and it builds on good structural conditions, diversified agricultural production and high level of forestry and water management.

Its objective is in particular to improve the technologies focused on the environment and animal welfare, the age and educational structure of rural population, low level of income and high unemployment in rural areas.

Within this objective, the strategy of the Agriculture OP is oriented on:

1. Weakness: shortage of capital in the whole agricultural sector and in rural economy, poor economic situation in marginal areas, low share of production of processed products with a high added value and little marketing experience, low productivity in agricultural and processing establishments, obsolete technologies, buildings and infrastructure, low agricultural incomes (in 28 districts, agricultural incomes are lower than 80% of the national average; agricultural incomes are the lowest within the national economy), inadequate livestock welfare, inadequate quality of fruit and vegetable storage (especially insufficient hygiene standards and storage technologies that are not environmentally friendly). 

· Solution: the development of competitive and environmentally friendly food processing industry, agricultural and forestry production including water management measures contributing to the agricultural land protection. 
The competitiveness increasing is based on production effectiveness, production and processing quality improvement and monitoring, food safety, added value and marketing, labour productivity, development of products of agricultural primary production. The objectives are also aimed to: 

· reduction and elimination adverse effects of agricultural production on 
the environment, 

· water protection against pollution from agricultural sources, 

· improvement of the transfer of new technologies and innovation to 
the agricultural products processing, 

· increase in the standards of products manufactured from agricultural produce, 

· development of production sectors using domestic agricultural production 

· improvement of the marketing of agricultural products,

· improvement of competitiveness in fishery, especially development of national form of aquaculture that is friendly to the environment.

The improvement of working conditions is also very important. Mainly measures 1.1, 1.2, 2.1 and 2.3 in Agriculture OP cover these issues. 

2. Weakness: regional disparities in the availability and quality of services, public transport and overall infrastructure between rural and urban areas.

· Solution: the creation of conditions for the stabilisation of rural population. This stabilisation is in Agriculture OP based on:

· diversification of agricultural activities and activities close to agriculture that will provide multiple activities or alternative incomes, 

· non-food use of agricultural production, 

· development of small and medium-sized businesses in agriculture, 

· moderate employment in agricultural sector. 

It is very important to use local sources and minimize the environmental and economic risk. It is also necessary to focus on the regional and integral approach and to involve wide public local participants (e.g. villages, private companies, entrepreneurs, farmers and other actors) in a cooperation addressing the problems of individual areas by taking over the initiative in decision-making processes concerning the rural area concerned. Mainly measures 1.1 and 2.1 in Agriculture OP cover these issues.

3. Weakness: outdated drainage and irrigation facilities, reduced functionality of agricultural water sources and ponds, damaged dikes and installations on ponds and water reservoirs, pond water in some regions affected by pollutants.

· Solution: the maintenance of the natural potential of the landscape and rural cultural monuments, including the restoration of the of ponds, dams and water reservoirs, recreation value of agricultural water resources. Measure 2.1 in Agriculture OP covers these issues.

4. Weakness: inadequate preventive anti-flood measures.

· Solution: the increasing of water retention capacity, slowing down water runoff and reducing the flow rate. Flood prevention and actions protect 
the environment and increase ecological stability the landscape. The goal is also decreasing of water harmful effect in the course of floods throughflows on central and upper parts of watercourses. The accident prevention of agriculture and arable land against the negative impact of increased throughflows contribute to stabilisation of effective agriculture management. The preventive anti-flood/ removal of damage caused by floods measures on small watercourses and in their catchment areas, and anti-erosion measures, removal of erosion furrows and gullies. Measure 1.3 and 2.1 in Agriculture OP cover these issues.

5. Weakness: poor health of forests as a result of air pollution, low biodiversity and ecological stability of forests, from the ecological point of view, the structure of forests in terms of age, spatial distribution and species is not suitable, insufficient use of timber as a domestic ecological and sustainably produced raw material.

· Solution: the investments introducing new technological procedures in 
the processing of forestry products and a suitable marketing concept, 
the restoration of forestry potential damaged by natural disasters and fire and the introduction of appropriate preventive instruments, the improvement and maintenance of the ecological stability of protected woodland, 
the establishment of associations of small forest holders and the planting of non-agricultural land. 

The substantially increasing of the economic, ecological and social value of forest holdings and improving the quality of forest infrastructure is 
a prerequisite for increasing the social value of forested landscape. Measure 1.3 in Agriculture OP covers these issues.

6. Weakness: Increased share of unfarmed areas.

· Solution: convert non-farm land that is a source of weeds in cultural landscape into forests with a diversity of tree species. The extension of forested areas primarily in agricultural landscapes will lead to a strengthening of landscape biodiversity.

7. Weakness: fragmented agricultural and forest land ownership.

· Solution: stabilisation of ownership structures in agriculture. The aim is to establish a new arrangement of land, which creates the conditions for rational farming of agricultural land, including making all owned land accessible and enabling the use of modern agricultural technology. It is also accelerating 
the establishment of a land market and increasing the environmental stability of the landscape and providing soil protection as well. Forests also play 
an important role in the protection and preservation of basic ecological balance, especially as regards soil, water sources, climate, fauna and flora.

8. Weakness: low quality of information transmitted through the advisory system, unfavourable age and educational structure of rural population; more difficult access to information.

· Solution: the information providing for increasing and deepening 
the qualification of farmers and persons working in forestry, and Communication strategy of the Agriculture OP.

Measures 2.2 and 3.1 in Agriculture OP cover these issues.

9. Weakness: high unemployment in rural areas, especially among women, including a high and growing long-term unemployment, shortage of available employment opportunities

· Solution: mainly the measure 2.1 in Agriculture OP is focused on this horizontal problem.

Principles of the strategy of the Agriculture OP

In conformity with Council Regulation (EC) No. 1260/1999 laying down general provisions on the Structural Funds, the strategy of the Agriculture OP respects 
the fundamental principles of the overall EU policy:

· sustainable development – preserving and renewing natural wealth, cultural character and ecological stability of the landscape and increasing 
the environmental awareness of citizens and their involvement in the decision-making process,

· equal opportunities – equal opportunities for men and women are respected in individual measures and sub-measures,

· long-term effect –  assessing the effectiveness of expenditure made in a longer term,

· partnership – a principle applied in the development and implementation of 
the Agriculture OP, 

· internationalisation – promoting the entry of foreign investors,

· information society – promoting the inter-connection and availability of information in all respects.

For a successful implementation of the strategy of the Agriculture OP, the MoA shall provide for: 
· sufficient national resources for the co-financing of projects so that they become a permanent part of the budget headings concerned,

· quality projects suited for the priority and measures of the Agriculture OP meeting by their form, structure and content the standards required by the European Commission in relation to existing supports and the SAPARD Programme,

· co-ordination of stakeholders with the aim of meeting the envisaged outputs, results and impacts connected with the objectives of the Agriculture OP, taking into account regional needs,

· quality control system that would prevent non-economical use of finance,

· the awareness of the public and potential applicants about the supports provided from the EU Structural Funds.

6. legal framework 

The Europe Agreement establishing an association between the Czech Republic and the European Union forms a basic legal framework for the preparation of the Czech Republic for accession to the European Union. The Europe Agreement was signed by the Czech Republic on 4 October 1993, adopted on 19 December 1994 and entered into force on 1 February 1995.

By its Resolution No. 321 of 31 May 1995, the Government of the Czech Republic expressed its agreement with the Framework Agreement between the Government of the Czech Republic and the Commission of the European Communities on 
the participation of the Czech Republic in the programmes of European Community assistance (Communication No. 207/1997 Coll.). Resolutions of the Government of the Czech Republic No. 159/1998 and 40/1999 deal with the preparations for future use of the EU Structural Funds and with the co-ordination of these preparations.

On 23 January 2002, the Government of the Czech Republic approved by its Resolution No. 102 the finalisation of the preparation of programming documents and the designation of the managing and paying authorities for the use of Structural Funds and the Cohesion Fund of the European Union.

Basic EU legislation

· Treaty establishing the European Community

· Treaty of Accession to the European Union

· Council Regulation (EC) No. 1257/1999

· Council Regulation (EC) No. 1260/1999

· Commission Regulation (EC) No. 445/2002

· Commission Regulation (EC) No. 438/2001

· Council Regulation (EC) No. 2792/1999

· Council Regulation (EC) No. 3699/1993 

· Council Regulation (EC) No. 2080/1993 

· Council Regulation (EC) No. 1263/1999 

· Commission Regulation (EC) No. 1685/2000 + amendments

· Commission Regulation (EC) No. 1750/1999

· Commission Regulation (EC) No. 1663/1995

· Commission Regulation (EC) No. 296/1996

· Regulation of the European Parliament and of the Council (EC) No. 1783/1999 

· Council Regulation (EC) No. 1258/1999 + amendments

· Council Regulation (EC) No. 1259/1999 + amendments
· Council Regulation (EC) No. 1159/2000 + amendments
· Council Regulation (EC) No. 296/1996 + amendments
· Council Regulation (EC) No. 2081/1993 + amendments
· Council Regulation (EC) No. 2082/1993 + amendments
· Council Regulation (EC) No. 2083/1993 + amendments
· Council Regulation (EC) No. 2084/1999 + amendments
· Council Regulation (EC) No. 2085/1999 + amendments
· Council Regulation (EC) No. 4045/1989 + amendments

· Council Regulation (EC) No. 729/1970 + amendments

· Commission Regulation (EC) No. 296/1996 + amendments

· Commission Regulation (EC) No. 1663/1995 + amendments

· Commission Regulation (EC) No. 2390/1999 + amendments

· Commission Regulation (EC) No.2064/1997 + amendments

· Council Directive 96/61/EC

· Commission Notice to the Member States No. 2000/C 139/05 of 14 April 2000 laying down guidelines for the Community initiative for rural development (Leader+)

7. priorities and measures of the agriculture op

7.1. 
Priorities and a list of measures and sub-measures/activities

Priority I.
Support to Agriculture, Processing of Agricultural Products and to Forestry

List of measures and sub-measures/activities

1.1. 
Investments in agricultural holdings 

Sub-measure/activity
1.1.1. Investments in agricultural holdings and young setting-up farmers

1.1.2. Further diversification of agricultural activities 

1.2.  Improving processing and marketing of agricultural products

1.3. 
Forestry
Sub-measure/activity

1.3.1. 
Restoring forestry potential damaged by natural disasters and fire and introducing appropriate preventive instruments

1.3.2. Investments in forests

1.3.3. Establishment of associations of forest owners

1.3.4. Planting of land not used for farming

Priority II.
Rural Development, Fisheries and Vocational Training

List of measures and sub-measures/activities

2.1. 
Promoting the adaptation and development of rural areas
Sub-measure/activity

2.1.1. Reparcelling

2.1.2. Restoring the potential of agricultural landscape and its conservation

2.1.3. Management of agricultural water resources and providing for their functioning

2.1.4. Rural development (LEADER+ type sub-measure)

2.1.5. Diversification of agricultural activities and activities close to agriculture

2.2.
Vocational training
2.3.
Fisheries

Sub-measure/activity


2.3.1. Fish processing and marketing of fisheries products


2.3.2. Aquaculture


2.3.3. Actions by professionals in fisheries

Priority III – Technical assistance

List of measures
3.1. 
Technical assistance
7.2.
Summary description and orientation of priorities and measures 

7.2.1. Priority I. - 
Support to Agriculture, Processing of Agricultural Products and to Forestry
Specification of Priority I

Priority I is based on the 5th priority axis “Rural development and multifunctional agriculture” of the National Development Plan and is oriented on the development 
of agriculture, processing of agriculture products and forestry. Priority I is co-financed from EU Structural Fund EAGGF and is in accordance with the national strategy for human resource development and the employment plan elaborated by the Ministry of Labour and Social Affairs (MLSA), and is also in conformity with the EU social policy. All measures under Priority I respect equal opportunities of men and women.

Objectives of Priority I

In the sector of agriculture, the primary objective is to ensure its greater competitiveness and adaptation to the European market conditions, to increase labour productivity, added value and quality of agricultural products and thus 
to increase agricultural incomes. Creation of new jobs and rising agricultural incomes can also have a very positive effect on the unfavourable age and educational structure of rural population. Further diversification of agricultural activities and some advantages provided to young setting-up farmers will also certainly have a positive impact on life in rural areas and will contribute to the removal of economic and social disparities between sectors as well as regions.

Priority I puts emphasis on the reduction and elimination of adverse effects of farming on the environment, and on the protection of water and soil against pollution from agricultural sources. 

Funding under Priority I will be used for reconstruction, modernisation and construction of agricultural buildings so that these meet EU standards for animal welfare. The introduction of new technologies respecting the requirements of EU directives for animal welfare is a financially demanding investment with a long-term return that is disadvantageous for farmers and therefore it is desirable to co-finance this activity. Investments in the reconstruction of storage capacities in crop production and in the construction and reconstruction of facilities for the storage of livestock waste are essential in order to meet EU hygiene standards and to provide for the protection of the environment.

Further funding is foreseen to improve the processing of agricultural products (including IPPC), i.e. in particular for the modernisation and reconstruction of production facilities, introduction of new technologies, and also to support 
the marketing of agricultural products (in accordance with first-stage processing). 

Forestry has a very good level of planning and management with a relatively long history and thus offers a very good potential for use. Timber industry also offers great opportunities. Investments in new technologies for the processing of forestry products. Sustainable forest management combined with the restoration of forestry potential damaged by natural disasters and support for preventive instruments against natural disasters and measures to improve the ecological stability of forests is not less important.

7.2.2. Priority II. - 
Rural Development, Fisheries and Vocational Training
Specification of Priority II

Priority II is based on the 5th priority axis “Rural development and multifunctional agriculture” of the National Development Plan and is oriented on reparcelling, water management, rural development, vocational training and fisheries. Priority II is co-financed from EU Structural Funds EAGGF and FIFG, and it is in accordance with the national strategy for human resource development and the employment plan elaborated by the Ministry of Labour and Social Affairs (MLSA), and it is also in conformity with the EU social policy. All measures under Priority II respect equal opportunities of men and women.

Objectives of Priority II

In view of repeated floods, from which the Czech Republic suffered in recent years and which cause substantial damage to property as well as agricultural land and agricultural water resources, the objective of Priority II is to remove the damage caused by floods and to built new or to reconstruct existing flood protection facilities.

The main objective of reparcelling is to clarify the ownership rights to parcels, to make adjustments in the shape of parcels, to provide for their use, and to actually demarcate them. The clarification of ownership relations through reparcelling and 
the recording of ownership rights including surveying information on parcels are prerequisites for land market and investments in land.

The implementation of the LEADER+ type sub-measure will enable on the one hand a preparation of pilot local action groups, a preparation and implementation of their integrated development strategies and on the other hand a training of others interested in the LEADER+ Community Initiative.

The purpose of vocational training is to provide the operators working within 
the sector of agriculture with the necessary knowledge, skills and information and thus to support the competitiveness of their businesses.

The support for the improvement of the processing and marketing of fish products, aquaculture, and actions by professionals in fisheries is designed to contribute to 
a higher competitiveness of the businesses operating within the sector of agriculture. The fisheries sector is viewed as a functional whole. The important areas that provide for further development of the sector itself are covered as well as the links to 
the development of rural areas and biologically valuable regions.

7.2.3. Priority III - 
Technical assistance

Specification of Priority III

Priority III is based on the 5th priority axis - “Rural development and multifunctional agriculture” of the National Development Plan and it is oriented on technical assistance in the implementation of the Agriculture OP. Priority III is co-financed from the EU Structural Funds EAGGF and the FIFG and it is in accordance with Commission Regulation (EC) No. 1685/2000, with Article 23 of Council Regulation (EC) No. 1260/1999 and with Article 17, point 1 of Council Regulation (EC) 
No. 2792/1999.

Objectives of Priority III

The objective of Priority III is to provide technical assistance within 
the implementation of the Agriculture OP focusing on its effective management, promotion and support for an effective evaluation of the Agriculture OP and selected projects.

Within this priority, financing will be provided primarily to cover the cost associated with:

· management, implementation, monitoring and control,

· analysis and provision of information at the level of the whole Agriculture OP, including its publicity and evaluation,

· the meetings and work of the Monitoring Committee of the Agriculture OP and its working groups,

· audits and on-the-spot checks.

Other actions financed under technical assistance may include expert studies, seminars, information actions, evaluations, procurement and installation of 
a computerised system for the management, monitoring and evaluation of 
the Agriculture OP and expenditure at the initiative of the Commission (for instance seminars organised on behalf of the European Commission). 

Indicators for priorities of the Agriculture OP 

Priority I. Support to Agriculture, Processing of Agricultural Products and to Forestry

Impact: 

	gross agricultural output per worker engaged in agriculture
	CZK 449,2 thousand (year 2001 constant prices 1989, CSO)
	aim: CZK 600 thousand (year 2006)


Result: 

	unemployment rate in the country of the CR
	7,1 % (average of the year 2002, CSO)
	aim: 6,5 % (average of the year 2006)


Output:

	Number of finished projects
	aim: 1000

	Total eligible costs of finished projects
	aim: 85 % of disposable funds to be spent


Priority II Rural Development, Fisheries and Vocational Training
Impact: 

	Population of the CR without Praha 
	9 064 thousand (mid-term level 31.12.2001, CSO)
	aim: the same value


Result: 

	Number of created and maintained jobs
	aim: 5000


Output:

	Number of finished projects 
	aim: 2000

	Total eligible costs of finished projects
	aim: 70 % of disposable funds to be spent


7.3. Measures to implement Priority I

Common provisions for Priority I of the Agriculture OP

1. All measures of the Agriculture OP are in conformity with:

· The Treaty establishing the European Community

· Treaty of Accession to the European Union

· Council Regulation (EC) No. 1257/1999

· Council Regulation (EC) No. 1260/1999

· Commission Regulation (EC) No. 1685/2000

· Commission Regulation (EC) No. 438/2001

· Commission Regulation (EC) No. 445/2002

2. A measure/sub-measure shall be in operation in the period 2004 – 2006, unless explicitly stated otherwise.

3. The measures of Priority I shall apply to the whole territory of the Czech Republic falling under Objective 1, save the territory of the capital city of Prague.

4. Introduced measures shall respect equal opportunities for men and women.

5. Assets acquired under investment type measures of the Agriculture OP shall be used for the purpose applied for in general for 12 years in the case of buildings and for 5 years in the case of machines and technical equipment.

6. The MoA shall be responsible for the implementation of individual measures.

7.3.1. Measure 1.1. - 
Investments in agricultural holdings 

These investments are aimed primarily at increasing the labour productivity, competitiveness and quality of products. They are further used to finance measures designed to reduce and eliminate adverse effects of agricultural production on the environment, to protect water against pollution from agricultural sources, and to reconstruct, modernise and built new agricultural buildings so that they meet EU standards for livestock welfare. Young setting-up farmers and new sources of farmers’ income resulting from further diversification of agricultural activities will also be supported under this measure.

The measure is in conformity with Title II, Chapter I, Articles 4, 5, 6 and 7, and Chapter II, Article 8 of Council Regulation (EC) No. 1257/1999.

Sub-measure 1.1.1. 
Investments in agricultural holdings and young setting-up farmers

Categorisation of the area of intervention
11 Agriculture

111
Investments in agricultural holdings

112 Young setting-up farmers

Description of the sub-measure

Introduction of environmentally friendly technologies

Support may be provided for investments in the acquisition of environmentally friendly machines and methods for slurry and farm manure removal and application.

Support may also be provided for environmentally friendly technologies employed in fruit and vegetable storage.

Improving the storage of slurry and farm manure

Support may be provided for structures and equipment relating to the storage of slurry and farm manure such as:

· reconstruction and extension of the existing storage capacities, including those used for reloading, and the replacement of those that can not be reconstructed,

· equipment designed to fill and empty the facilities used to store and prepare slurry.

Rationalisation and reconstruction of existing facilities, especially in breeding of cattle, pigs, horses, sheep, goats and laying hens

Support may be provided for construction and technological (machines, technologies) actions and for the acquisition of equipment that is necessary 

· to reduce production costs and improve the working conditions of agricultural workers,

· from the viewpoint of protecting and improving the environment,

· to improve livestock husbandry and welfare, in particular for:

· fittings and new equipment of existing buildings,

· construction of new buildings replacing the existing ones,

· modernisation of technologies.

Support may be provided for investments to reconstruct storage capacities for fruit and vegetables and to introduce hygiene standards in their storage.

Farm machines

The support concerns especially the acquisition of:

· tractors,

· machines and facilities for ploughing, cultivation, sowing, planting, for plant protection, for fertilization, for harvesting and post-harvest treatment.

Specific objectives of the support / expected effects
a) construction or reconstruction of missing storage capacities and facilities for farm manure, 

b) modernisation of the technical and technological equipment of farms, reduction of production costs and an improvement in the working conditions for agricultural workers,

c) support for the development of small and medium-sized businesses in agriculture,

d) support for the development of small and medium-sized businesses run by young setting-up farmers. Expected effect includes the acquisition, expansion and modernisation of young farmers’ farms, 
e) compliance of agricultural produce with the EC legislation requirements for animal welfare during rearing and transport, and improvement of hygiene standards,

f) improved storage and pre-dispatch preparation of domestically produced crops (e.g. investments in the storage of fruit, vegetables or potatoes), improved quality of stored products, i.e. improved quality of storage technologies taking into account especially the protection of the environment,

g) support for the competitiveness of agricultural produce,

h) introduction of more environmentally friendly technologies,

i) reduction of adverse effects on the environment,

j) no adverse effect on equal opportunities for men and women.

Project eligibility criteria / preconditions for support:

a) the project complies with the relevant legislation,

b) only one source of EU financing can be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) demonstration of economic viability and financial health of the applicant for support,

e) the project may not increase production for which market outlets are not secured,

f) the project must meet minimum standards regarding the environment, hygiene and animal welfare,

g) the farmer must show adequate occupational qualification and competence.

Categories of beneficiaries / final beneficiaries

Support may be provided to a natural/legal person or an individual farmer deriving income from farming as a systematic and independent activity under his/its own name, responsibility and for the purpose of making a profit.

In the case of young setting-up  farmers, the beneficiary, in accordance with Article 8 of Council Regulation (EC) No. 1257/1999, can be:

a) a natural person, which 

· is under 40 years of age on the day of submission of application,

· has the minimum agricultural qualification,

· is setting up on an agricultural holding for the first time,

· application may be submitted for up to five years after setting-up.

b) a legal person consisting of a maximum of five partners – natural persons, with these partners and members of statutory bodies meeting the following conditions: 

· each of them is under 40 years of age on the day of submission of application, 

· each of them has the minimum agricultural qualification,

· each of them is setting up on an agricultural holding for the first time,

· application may be submitted for up to five years after setting-up.

Type and amount of support
Type of support: 

direct non-repayable grant  

Method of financing: 
co-financing

Amount of the grant: 
up to 60% of eligible cost in less-favoured areas,





up to 50% of eligible cost in other areas.





In the case of young setting-up of farmers:

up to 65% of eligible cost in less-favoured areas,





up to 55% of eligible cost in other areas.





the EU contribution up to 35% of eligible cost

The eligible cost for which support can be provided shall range from € 10 000  to € 1 million per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 3 million over 
the period 2004 – 2006.

The minimum standards regarding environment, hygiene and animal welfare and 
the monitoring indicators for sub-measure 1.1.1. Investments in agricultural holdings and young setting-up farmers are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 1.1.2.
Further diversification of agricultural activities

Categorisation of the area of intervention
11
Agriculture

111
Investments in agricultural holdings

Description of the sub-measure

The sub-measure is in conformity with Title II, Chapter I,  Articles 4, 5, 6 and 7 of Council Regulation (EC) No. 1257/1999.

Further diversification of agricultural activities (with reference to Annex I of 
the Treaty establishing the European Community):

a) production, processing and direct marketing of agricultural products,

b) production, processing and marketing of non- food products,

c) production, processing and marketing of biomass made of one’s own agricultural activity.

Specific objectives of the support / expected effects

a) development of alternative income sources, improved incomes of farms and rural households,

b) improved image of agriculture,

c) improved quality of supply in rural areas with orientation on target groups,

d) improved marketing of agricultural products, 

e) improved quality of provided services and of an overall image of a region.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation, 

b) only one source of EU financing can be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) demonstration of economic viability and financial health of the applicant for support,

e) the project may not increase production for which market outlets are not secured,

f) project must comply with minimum standards regarding the environment, hygiene and animal welfare,

g) the farmer must show adequate occupational qualification and competence.

Categories of beneficiaries / final beneficiaries

Support may be provided to a natural/legal person or an individual farmer deriving income from farming as a systematic and independent activity under his/its own name, responsibility and for the purpose of making a profit.

Type and amount of support

Type of support:

direct non-repayable grant 

Method of financing:
co-financing

Amount of the grant:
up to 60% of eligible cost in less-favoured areas



up to 50% of eligible cost in other areas 




the EU contribution up to 35% of eligible cost

The eligible cost for which support can be provided shall range from € 2 000  to € 50 000 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 200 000 over the period 2004 – 2006.

The minimum standards regarding environment, hygiene and animal welfare and 
the monitoring indicators for sub-measure 1.1.2. Further diversification of agricultural activities are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

7.3.2. Measure 1.2. - 
Improving processing and marketing of agricultural products

The measure will provide for a transfer of new technologies and innovations to 
the processing of agricultural products (including IPPC), an increase in the standard of products manufactured from agricultural produce, development of production sectors using domestic agricultural production and improvement of the marketing of agricultural products.

The measure complies with the Title II, Chapter VII, Articles 25, 26, 27 and 28 of Council Regulation (EC) No. 1257/1999.

Categorisation of the area of intervention:

11   
Agriculture 

114 
Improvement of processing and marketing of agricultural products

1304
Marketing of quality agricultural products

Applicable legislation

· Council Directive 96/61/EC on integrated prevention and pollution control,

· Council Regulation (EEC) No 2082/92 of 14 July 1992 on certificates of specific character for agricultural products and foodstuffs,
· Commission Regulation (EC) No 2081/1999 of 30 September 1999 fixing the definitive aid for lemons for the 1998/1999 marketing year.
Description of the measure

Support may be granted for:

· investments, modernisation and reconstruction of production facilities,

· the introduction of new technologies,
· the improvement and rationalisation of processes in the processing of agricultural products,

· investments in an improvement and monitoring of product quality, 

· the improvement of working conditions, 

· investments in an improvement and monitoring of health conditions, 

· introduction of environmentally friendly technologies. 

Support can be provided to improve the processing of meat, milk, fruit, vegetables, poultry and eggs.

Specific objectives of the support / expected effects

a) increased competitiveness of agriculture and processing industry,

b) creation of new jobs,

c) introduction and modernisation of technologies with a higher degree of processing,

d) improvement of product quality,

e) reduction of adverse effects on the environment,

f) introduction of technologies that are more environmentally friendly,

g) compliance with welfare requirements, 

h) reduction of production costs, 

i) improved quality management,

j) traceability and food safety documentation in order to protect consumers,

k) protection and improvement of working environment,

l) advice in the introduction of new technologies within a project.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing can be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) the investment shall concern the processing and marketing of products covered by Annex I to the Treaty establishing the European Community except fishery products,

e) conclusion of a framework contract for deliveries of raw material for at least 1 year and at least 50% of production,

f) investment must contribute to improving the situation of the basic agricultural production sector in question; it must guarantee the producers of such basic products an adequate share in the resulting economic benefits,

g) sufficient evidence must be shown that normal market outlets for the products concerned can be found,

h) economic viability and financial health shall be demonstrated, 

i) compliance with minimum standards regarding the environment, hygiene and animal welfare (as far as the project concerns live animals),

j) adequate occupational skills and competence,

k) investment must meet the selection criteria, which establish priorities and which determine what types of investments are eligible for support.

Categories of beneficiaries / final beneficiaries

Entrepreneurs pursuant to act on foodstuffs and tobacco products, i.e. persons that produce (except of natural persons operating in agricultural production who are not recorded in the register according a special legal act), purchase, import or store foodstuffs for the purpose of their marketing and persons trading with these foodstuffs. For undertakings with a participation of the state the state share shall be lower than 25%.

Type and amount of support

Type of support: 

direct non-repayable grant 

Method of financing: 
co-financing

Amount of the grant: 
up to 50% of eligible project cost. 




the EU contribution up to 35% of eligible cost

The eligible cost for which support can be provided shall range from € 12 000  to € 1 million per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 3 million in the period 2004 – 2006.

The minimum standards regarding environment, hygiene and animal welfare and 
the monitoring indicators for measure 1.2. Improving processing and marketing of agricultural products are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

7.3.3. Measure 1.3. - 
Forestry

The measure concentrates on investments introducing new technological procedures in the processing of forestry products, the restoration of forestry potential damaged by natural disasters and fire and the introduction of appropriate preventive instruments, the improvement and maintenance of the ecological stability of protected woodland, the establishment of associations of small forest holders and 
the planting of non-agricultural land.
Forests play an important role in the protection and preservation of basic ecological balance, especially as regards soil, water sources, climate, fauna and flora. Forests constitute an important component of rural areas and have a considerable effect 
on their sustainable development. Forestry measures contribute to the development of the economic and social potential of rural areas and support a balanced fulfilment of production and non-production functions of forests (leisure activities, water management, etc.). The quality of forest management affects a number of other sectors and increases the potential of landscape use. The preservation of ecological stability is a primary objective especially in the forests that are subject to certain level of protection. Forestry contributes to the development of job opportunities in rural areas. An adaptation of the forestry sector to new conditions resulting from accession to the EU requires a support for suitable investments in order provide for 
the competitiveness of this sector in global conditions.

Current system of supports applied in the Czech Republic is similar to that in EU Member States. In the past, projects corresponding with this measure were implemented under the Phare programme of cross-border co-operation. On 
the grounds of shortage of finance, forestry has not been included under the SAPARD Programme.

Measures in forestry are drawn in compliance with the National Forestry Programme which was approved by the Government Act of the Czech Republic No. 53 
of 13 January 2003, and meet principles formed for this topic during negotiations on international level and from the policy approved by the Council Resolution 
of 15 December 1998 on a forestry strategy for the European Union.

The measure is in conformity with Title II, Chapter VIII,  Articles 29, 30, and 32 
of Council Regulation (EC) No. 1257/1999 and with Title III, Chapter I,  Article 29 (4) of Council Regulation (EC) No. 1260/1999.

Sub-measure 1.3.1. 
Restoring forestry potential damaged by natural disasters and fire and introducing appropriate preventive instruments

Categorisation of the area of intervention

12 Forestry

125
Restoring forestry production potential damaged by natural disasters and introducing prevention measures

Description of the sub-measure

Support may be granted for:

(a) protective measures designed to prevent or mitigate damage caused by disasters in forests and emergency measures in case of calamity caused by biotic and abiotic factors especially by insect and fungal pests (e.g. gregarious spruce sawfly, large larch sawfly, bark beetles, spruce bell moth, pine bud moth, larch bud moth, silver fir leaf roller, oak leaf roller, loopers, needle-cast fungus etc), wind, snow, climate change and factors in case of the large-scale applications,

(b) reconstruction of damaged forest stands,

(c) forest regeneration following salvage felling, 

(d) preventive anti-flood measures on small watercourses and in their catchment areas, and anti-erosion measures,

(e) removal of damage caused by floods on small watercourses and in their catchment areas, removal of erosion furrows and gullies. 
Specific objectives of the support

The support will allow to reduce the extent of damage caused by natural disasters and fire. However, if a natural disaster or fire takes place in spite of preventive measures, these supports will at least enable a restoration of the production potential and functions of forests.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing can be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) a binding opinion of the Forest Protection Service concerning the need and scope of an intervention shall be supplied for the support listed under a),

e) a binding opinion of a professional forest manager shall be supplied for 
the supports listed under b) and c),

f) documents serving as evidence of incurred damage shall be supplied for supports listed under b), c) and e); project documentation to be submitted in construction authorisation procedure shall be supplied for support of construction type actions under d) and e).

Categories of beneficiaries / final beneficiaries

a) forest owner or leaseholder,

b)  public forest owner,

c) forest owners or leaseholders (as defined under a) in association with legal personality.

Type and amount of support

Type of support: 

direct non-repayable grant 

Method of financing: 
full financing

Amount of the grant:  
The projects do not generate revenue; total public support will be 100 % of eligible cost of which the EU contribution will amount to 80 % and the national one to 20 %

The eligible cost for which support can be granted shall range from € 1 660 to € 1.67 million per individual project.

Maximum amount of grant per individual beneficiary shall be € 2 million in the period 2004 – 2006.

The minimum standards regarding environment and the monitoring indicators for 
sub-measure 1.3.1. Restoring forestry potential damaged by natural disasters and fire and introducing appropriate preventive instruments are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 1.3.2. Investments in forests

Categorisation of the area of intervention

12 Forestry

121 Investments in forests

Description of the sub-measure

Support may be granted for:

(a) construction, reconstruction or modernisation of forest transport network,

(b) construction, reconstruction or modernisation of facilities regulating water regime (amelioration, retention basins, etc.),

(c) activities leading to a regulation of the number of forest visitors and providing for their safety, mainly following activities (construction footpaths for tourists, including e.g. cycle tracks, objects on them to ensure the safeness of the visitors, e.g. footbridges, railing, steps, parking places, relaxing places, shelters, forest fountains, information boards etc.),

(d) purchase of machines and equipment to maintain and repair forest roads, paths and trails, to maintain and clean water bodies, watercourses and amelioration networks, and for ecological technologies used in forest management,

(e) purchase of machines and technologies for the felling and the timber processing of rough timber.

Specific objectives of the support

The support for investments in forests is aimed at increasing substantially 
the economic, ecological and social value of forest holdings. Improving the quality of forest infrastructure is a prerequisite for increasing the social value of forested landscape. At the same time, however, the developed forest infrastructure needs to be maintained and forestry technologies need to be used in a manner avoiding 
a destruction of this infrastructure.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing can be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) project documentation to be submitted in construction authorisation procedure shall be supplied for support of construction type actions listed under (a), (b) and (c).

Categories of beneficiaries / final beneficiaries

a) forest owner or leaseholder provided that the forest land is not owned by the central or regional government, 

b) forest owners or leaseholders (as defined under a) in association with legal personality.

Type and amount of support

Type of support: 

direct non-repayable grant 

Method of financing: 
co-financing

Amount of the grant: 
up to 50% of eligible cost 




the EU contribution up to 35% of eligible cost

The eligible cost for which support can be granted shall range from € 2 000  to € 500 000  per individual project.

Maximum amount of grant per individual beneficiary shall be € 1 million in the period 2004 – 2006.

The minimum standards regarding environment and the monitoring  indicators for sub-measure 1.3.2. Investments in forests are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 1.3.3. Establishment of associations of forest owners

Categorisation of the area of intervention

12
Forestry

124

Establishment of associations of forest owners

Description of the sub-measure

Support may be granted for:

(a) expenditures for establishment and equipment of necessary office spaces including PCs,

(b) the procurement of equipment, which are connected with the range of services that the association will be providing to its members for a minimum period of 
the upcoming five years.

Specific objectives of the support

The support for the establishment of associations of small forest owners is granted for the purposes of a joint management of associated forest holdings. The objective of the support is to ensure a professional management of associated holdings and the attainment of a more effective and balanced management.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) registration of the association, which has entered into force.

Categories of beneficiaries / final beneficiaries

An association with a legal personality which has not yet been granted a support for the establishment of an association and which on the date of submission of application associates at least 10 forest owners and with a minimum area of 
the association being 500 ha.
Type and amount of support

Type of support: 

direct non-repayable grant 

Method of financing: 
co-financing

Amount of the grant: 
up to 50 % of eligible cost 



the EU contribution up to 35% of eligible cost

The eligible cost for which support can be granted shall range from € 2 000  to € 300 000 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 300 000 in the period 2004 – 2006.

The minimum standards regarding environment and the monitoring indicators for 
sub-measure 1.3.3. Establishment of associations of forest owners are listed in 
the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 1.3.4. Planting of land not used for farming

Categorisation of the area of intervention

12 Forestry

126
Planting of non-farm land

Description of the sub-measure

Support may be granted for:

(a) the planting of land not used for farming,

(b) the maintenance of young forest stands planted under (a) until these are secured.

Afforestation of set-aside lands will refer to those lands that were recorded in the land register of real estates as agricultural lands but they had not been used for agricultural production and not cultivated in the last three years. The owners of lands above have left them lying fallow for various reasons. Wide-spread weeds growing on those lands threaten the neighbouring cultivated agricultural lands. In the Czech Republic, there is a number of allochthonous uncontrolled-spread weeds such as cowparsnip and hop-tree which eliminate autochthonous natural phytocenosis. Weed control is up to now difficult and contentious. Moreover, natural seeding of tre species appears in some areas. Therefore, pusposeful afforestation of those lands is very significant from the hygienic and mainly ecological standpoints.

Specific objectives of the support

The support allows to convert non-farm land that is a source of weeds in cultural landscape into forests with a diversity of tree species. The extension of forested areas primarily in agricultural landscapes will lead to a strengthening of landscape biodiversity.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) an afforestation project drawn up by an authorised person.

Categories of beneficiaries / final beneficiaries

a) land owner provided that the land is not owned by the central or regional government, 

b) forest owners or leaseholders (as defined under a) in association with legal personality.

Type and amount of support

Type of support: 

direct non-repayable grant 

Method of financing: 
full financing

Amount of the grant: 
These projects do not generate revenue; total public support will be 100 % of eligible cost of which the EU contribution will amount to 75 % and the national one to 25 %.; The demonstration of actual costs may be waived, provided the Ministry of Agriculture determines the level of costs for which support can be granted on the basis of average costs in a past period.

The eligible cost for which support can be granted shall range from € 600  to € 300 000  per individual project.

Maximum amount of grant per individual beneficiary shall be € 300 000 in the period 2004 – 2006.

The minimum standards regarding environment and the monitoring indicators for sub-measure 1.3.4. Planting of land not used for farming are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

7.4. Measures to implement Priority II

Common provisions for Priority II of the Agriculture OP

1. All measures of the Agriculture OP are in conformity with:

· The Treaty establishing the European Community

· Treaty of Accession to the European Union

· Council Regulation (EC) No. 1257/1999

· Council Regulation (EC) No. 1260/1999

· Commission Regulation (EC) No. 1685/2000

· Commission Regulation (EC) No. 438/2001

· Commission Regulation (EC) No. 445/2002

2. A measure/sub-measure shall be in operation in the period 2004 – 2006, unless explicitly stated otherwise.

3. The measures of Priority II shall apply to the whole territory of the Czech Republic falling under Objective 1, save the territory of the capital city of Prague.

4. Introduced measures shall respect equal opportunities for men and women.

5. Assets acquired under investment type measures of the Agriculture OP shall be used for the purpose applied for in general for 12 years in the case of buildings and for 5 years in the case of machines and technical equipment.

6. The MoA shall be responsible for the implementation of individual measures.

7.4.1. Measure 2.1. - 
Promoting the adaptation and development of rural areas

The measure concentrates on the arrangement of ownership titles to land parcels, on spatial and functional adaptation of parcels, on making them accessible and having them actually demarcated. The measure further focuses on the protection of land resources, measures to increase the ecological stability of the landscape, flood prevention and actions to protect the environment and increase ecological stability of the landscape. It includes also protective measures alleviating the damage caused by natural disasters on agricultural parcels, a restoration of damaged vegetation, and preventive and anti-flood measures.

The measure concerns also the modernisation and reconstruction of existing facilities serving to accumulate water in the landscape, including restoration of the retention capacity by the removal of silt deposits.

In the field of rural development, the support will be aimed at a co-financing of the implementation of pilot strategies of integrated rural development and at 
a diversification of agricultural activities and activities close to agriculture in order to create new jobs and income sources. 

The measure is in conformity with Title II, Chapter IX,  Article 33 of Council Regulation (EC) No. 1257/1999.

Sub-measure 2.1.1.
Reparcelling

The finance under this sub-measure serves to arrange ownership titles to land parcels, to make spatial and functional adaptations of parcels and to have them demarcated. 

An integral part of reparcelling is a “plan of common facilities”, which ensure measures to make the parcels accessible, anti-erosion measures to protect soil, measures for safe drainage of surface water and measures to protect 
the environment and to increase ecological stability of the  landscape. 

Categorisation of the area of intervention

13     
Promoting the adaptation and development of rural areas

1302 
Reparcelling

Description of the sub-measure

Support may be granted for the following types of projects:

· land survey work to design reparcelling proposals,

· surveying of parcels in order to exact identification of property parcels and demarcation of newly proposed parcels on the basis of an approved reparcelling proposal,

· implementation of common facilities within reparcelling (i.e. field roads, anti-erosion measures, measures to increase the ecological stability of the landscape  (local TSES, including subsequent maintenance of the TSES elements ).

Specific objectives of the support / expected effects

a) settlement of ownership titles to land parcels as well as the associated material encumbrances,

b) spatial and functional adaptations of parcels,

c) providing access to parcels,

d) development of conditions for rational management,

e) protection and improvement of land resources,

f) landscape improvement,

g) increased ecological stability of landscape.

Project selection criteria / preconditions for support
Support is granted to projects meeting the following preconditions:

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) the surveying of parcels shall be made on the basis of owners’ requests, it must be related to the work of land authorities,

e) the scope of surveying work shall be in accordance with the needs of designing a reparcelling proposal,

f) the demarcation of newly proposed parcels shall be made on the basis of an approved reparcelling proposal,

g) common facilities shall be implemented in accordance with approved reparcelling proposals.

Categories of beneficiaries / final beneficiaries

The beneficiaries shall be the land authorities.

The final beneficiaries of the support are the land owners – natural and legal persons, including municipalities.

Type and amount of support

Type of support: 

direct non-repayable grant 
Method of financing: 
full financing

Amount of the grant: 
These projects do not generate revenue; total public support will be 100% of eligible cost of which the EU contribution will amount to 80% and the national one to 20%. 

The eligible cost for which support may be provided shall range from € 10 000 to €  1.666 million per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 2.6 million in 
the period 2004 – 2006.

The minimum standards regarding environment and the monitoring indicators for sub-measure 2.1.1. Reparcelling are listed in the Programme Complement to 
the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 2.1.2. Restoring the potential of agricultural landscape and its conservation

This sub-measure focuses on the improvement and protection of farm land in areas with unfavourable water regime (areas where precipitation is in surplus or shortage, areas at risk of floods). The implementation of this sub-measure will allow to attain 
a spatial balance between the economic and cultural development associated with the use of an area threatened by floods on the one hand and on the other hand 
the need to use this area in order to slow down water runoff, for water accumulation and to reduce the flow rate. 

It involves the removal of damage caused by floods on water management structures, flood prevention (construction of polders, small water reservoirs and protective dikes). 

Categorisation of the area of intervention

13 
Promoting the adaptation and development of rural areas

1313 
Restoring the potential of agricultural landscape and its conservation

Description of the sub-measure

Support may be granted for:

(a)  restoration of the agricultural production potential,

(b) flood prevention.

Specific objectives of the support / expected effects

a) construction and reconstruction of polders, small water reservoirs and dikes (sized for Q5 ) on farm land, 

b) change in the function and use of parcels located in active zones of flood areas,

c) improved protection of farm land and assets,

d) attainment of a spatial balance between the economic and cultural development associated with the use of an area threatened by floods on the one hand and on the other hand the need to use this area in order to slow down water runoff, for water accumulation and to reduce the flow rate,

e) greater protection of adjacent areas against floods.

Project eligibility criteria / preconditions for support
a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) project is in an established priority area depending on the level of flood risk taking into account hydrological conditions,

e) project is approved by an administrator of watercourse above and under the water management structure.

Categories of beneficiaries:

Support may be provided to a legal person or an individual farmer. The beneficiary is an owner or a renter of the subject of the project.

Type and amount of support:

Type of support: 
direct non-repayable grant

Method of financing: 
 full financing

Amount of the grant: 
These projects do not generate a significant net profit; total public support will be 100% of eligible cost of which the EU contribution will amount to 80% and the national one to 20%.
· Minimum/maximum level of eligible cost:

· for polders and small water reservoirs € 1.7 – 10 
per m3 of created retention capacity,

· for dikes (Q5) designed to protect agricultural parcels  € 66.7 – 433 per common metre of the dike,

The eligible cost for which support may be provided shall range from € 33 000 to €  83 000 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 249 000 in the period 2004 – 2006.

The minimum standards regarding environment and the monitoring indicators for sub-measure 2.1.2. Restoring the potential of agricultural landscape and its conservation are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 2.1.3.

Management of agricultural water resources and providing for their functioning

The sub-measure concentrates on an overall improvement of the technical condition of ponds in the Czech Republic and a strengthening of their water management and non-production functions taking into account their importance in flood prevention and landscape shaping. This will be achieved primarily by restoration or reconstruction of dams and functional installations (safety spillways, draining installations) of water reservoirs, restoration of the retention capacity by the removal of silt deposits, and by reviewing the purpose of water reservoirs giving priority to landscape shaping, non-production functions and multifunctionality of individual ponds and small water reservoirs and the procurement and restoration of structures used for amelioration (structures to irrigate or drain) of agricultural land.

Categorisation of the area of intervention

13 
Promoting and adaptation and development of rural areas

1308 
Management of agricultural water resources and providing for their functioning

Description of the sub-measure

Support may granted for:

a) restoration and reconstruction of ponds and agricultural water reservoirs,

b) reconstruction of safety facilities and outlet facilities, including the installations associated with these structures,

c) procurement and restoration of structures used for amelioration (structures to irrigate or drain).

Specific objectives of the support / expected effects:

a) restoration of the functionality of ponds and pond systems,

b) renewal and reconstruction of dams and functional installations of water reservoirs,

c) integration of ponds, pond systems and small agricultural water reservoirs into bio-centres and bio-corridors in order to increase ecological stability of landscape,

d) providing for an adequate accumulation of water in the landscape and for 
the quality of surface waters,

e) increasing mobile volume of water for irrigation and energy generation,

f) improved conditions for recreation and associated tourism,

g) procurement and restoration of main irrigation facilities, detailed irrigation facilities, main drainage facilities and detailed drainage facilities,

h) improvement of water regime to acceptable production conditions in defined climatic and soil areas.

Project eligibility criteria / preconditions for support
a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) the following condition shall apply to the overall removal of silt from the most silted ponds and agricultural water reservoirs – the silt deposits are higher than 
40 cm (for support granted under description a) and b),

e) the accumulation function of ponds and agricultural water reservoirs must have been strongly disturbed or completely eliminated, (for support granted under description a) and b),

f) project is approved by an administrator of watercourse under the water management structure (for support granted under description a) and b),

g) project is approved by an administrator of watercourse above and under the water management structure (for support granted under description c).

Categories of beneficiaries:

Support may be provided to a legal person or an individual farmer. The beneficiary is an owner or a renter of the subject of the project

Type and amount of support:

Type of support: 

direct non-repayable grant 

Method of financing: 
full financing

Amount of the grant: 
These projects do not generate a significant net profit; the grant will amount to 100% of eligible cost of which the EU contribution will amount to 75% and the national one to 25%.
For silt removal, the maximum amount that may be granted shall amount to €
6.67 per m3 of removed silt. 

For main drainage and irrigation facilities € 33 – 267 per common metre of the facility,

For detailed irrigation facilities € 2 667 - 8 333  
per ha,

For detailed drainage facilities € 1 667 - 5 000  
per ha,

In the other cases, the eligible cost for which support may be provided shall range from € 33 333 to €  333 330 per individual project.
Maximum amount of grant per individual beneficiary/project holder shall be € 333 330 over 
the period 2004 – 2006.

The monitoring indicators for sub-measure 2.1.3. Management of agricultural water resources and providing for their functioning are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 2.1.4. Rural development (LEADER+ type sub-measure)

The main objective of this sub-measure is to involve wide public in a co-operation addressing the problems of individual areas (regions) by taking over the initiative in decision-making processes concerning the rural area concerned.

The LEADER+ type sub-measure is in conformity with other measures of 
the Agriculture OP.

Categorisation of the area of intervention 

13 
Promoting the adaptation and the development of rural areas LEADER+

Applicable legislation

· Treaty of Accession to the European Union, allowing a LEADER+ type measures
· Chapter IX(a) and a new Article 33(f) in Council Regulation No. 1257/1999
· Commission Notice to the Member States No. 2000/C 139/05 of 14 April 2000 laying down guidelines for the Community initiative for rural development (Leader+) 
Description of the sub-measure

1. Support may be granted for the adoption and implementation of integrated territorial rural development strategies, of a pilot nature, prepared by Local Action Groups in accordance with the principles laid down in items 12 and 14 of the Commission Notice to the Member States of 14 April 2000 laying down guidelines for the Community initiative for rural development (LEADER+). This support is limited to regions where there is already sufficient administrative capacity and experience of local rural development type approaches available. The strategy will be implemented by individual projects.

2. Support may be granted for activities which are related to the acquisition of skills intended to prepare the rural communities to conceive and implement local rural development strategies.

These activities may include, in particular: 

a) technical support for studies of the local area, territory diagnosis taking into account the wishes expressed by the population concerned,

b) information and training of the population to encourage an active participation in the development process,

c) building representative local development partnership,

d) drawing up integrated development strategies,

e) financing (re) search and preparing application for support.

3) The new Member states and Local actions groups shall be given access to 
the Observatory of Rural Areas as foreseen in point 23 of the Commission Notice referred to in paragraph 2.

Specific objectives of the support / expected effects
a) the use of know-how and new technologies to make the products and services of rural areas more competitive,

b) improving and maintaining the quality of life in rural areas,

c) adding value to local products by facilitating access to markets for small production units via collective action,

d) effective use of available natural and cultural heritage, 

e) increasing the qualification of rural inhabitants (in particular women, young persons below 25 years of age and socially handicapped persons) thus strengthening the competitiveness of local businesses,

f) preparation of rural communities to conceive and implement local rural development measures,

g) encourage and help rural actors to think about the long-term conception of development of the microregion,

h) promoting active partnership operating at local level,

i) reinforcing the local economic environment in order to contribute to job creation.
j) to prepare the rural communities to conceive and implement local rural development activities.

Eligibility criteria for Local Action Groups/ Pilot integrated strategies

· integrated territorial rural development strategies, of a pilot nature, prepared by Local Action Groups in accordance with the principles laid down in items 12 and 14 of the Commission Notice of 14 April 2000 (in particular criteria related to areas concerned (14.1), including small towns up to 25 000 inhabitans and development strategy (14.2));
· strategy must have a pilot character;

· strategy must be complementary with other territorial development strategies,
· LAG works in homogenious area with the population numbering between 10 000 and 100 000, i. e. with a population density of up 120 inhabitants per km2, including small towns up to 25 000 inhabitants;

· at the decision-making level the local actors (economic and social partners and associations) must make up at least 50 % of a LAG and public actors max 50 %;

· LAG must be composed by balanced and representative partners composition from different social, economical and cultural areas,

· members of a LAG must show that they are able to devise and implement 
a development strategy

· LAG members shall be locally based or noted for this area,

· LAG  must have the legal status,

· LAG must establish as a part of its structure a selection committee with local actors (economic and social partners and associations) at least 50 % of a LAG and public actors max 49 %,

· LAG must prepare integrated territorial rural development strategy aimed at one of the following domain (areas):

· the use of new technologies and know-how to make the local products and services more competitive,

· the quality of environment and life in rural areas,

· adding value to local products, access to markets for small producers and better marketing for local products,

· effective use of available natural and cultural heritage.
· LAG should select a person who will manage the project/strategy.

Selection criteria for LAG

· eligibility of a territory,

· quality of a development plan,

· relationship between a strategy and SWOT analysis,

· viability between a strategy/planned projects,

· pilot character of a project,

· organization of LAG (animation, management),

· implementation of a partnership,

· objectivity of a financing plan,

· monitoring and evaluating ability of LAG.

System of a selection of LAG

On the level of the Ministry of Agriculture a special commission selects the LAGs according the scoring system, given in the Programming Complement. The maximum number of selected LAG is 10. Selected Local action groups chose in the frame of their approved integrated rural development strategies of areas suitable projects and submit them for approval in the frame of administrative rules given for Agriculture OP. According to the results of the selection process in the frame of Agriculture OP LAG announces acceptance or not acceptance of projects for co-financing from EAGGF to the final beneficiaries.  

Calendar

Selection of LAGs for the whole programming period: 2004.

Submitting of projects for acquisition of skills: 2004 - 2006 

Eligible criteria for acquisition of skills

· eligible territory in accordance with the conditions given in the Commission Notice (areas with the population numbering between 10 000 and 100 000, i. e. with a population density of up 120 inhabitants per km2 , including small towns  up to 25 000 inhabitants),

· public beneficiary (in preference persons who are involved in the rural development strategies, persons who are recommended by LAGs etc.),

· the aims of the project correspond  with the Commission Notice and with 
the aims of an integrated strategy of an area.
Categories of beneficiaries / final beneficiaries

Pilot Integrated strategies/LAG:

The beneficiary shall be a Local Action Group that will submit a quality development strategy in accordance with the Commission Notice to the Member States 
No. 2000/C 139/05 of 14 April 2000. 

Final beneficiary shall be an entity submitting a partial project within the integrated development strategy. 

The final beneficiary may be a physical or legal person, a municipality, an association of municipalities, entrepreneurs, non-government non-profit organisation, locally based or noted for the area of the strategy.

Acquisition of skills:

The final beneficiary may be a public body, a municipality, an association of municipalities, a non-government non-profit organisation (in preference bodies involved in the rural development strategies).

Type and amount of support

Type of support: 

direct non-repayable grant

Method of financing: 
co-financing, full financing

Amount of the grant: 
up to 50% of eligible cost  per project for profit investments with the EU contribution up to 35% 


up to 100% of eligible cost per project for non profit investments with the EU contribution up to 80%


The eligible cost for which support may be provided shall range 

a) for Pilot integrated strategy/LAG

from € 150 000 to  € 200 000 per individual project/strategie
Maximum amount of grant per individual Pilot integrated strategy/LAG shall be € 200 000 in the period 2004 – 2006.

b) for acquisition of skills

from € 1 000 to € 15 000 per individual project.

The projects under the sub-measure 2.1.4. Rural development (LEADER+ type sub-measure) will be compatible with the de minimis rule

Maximum amount of grant per individual beneficiary shall be € 20 000 in the period 2004 – 2006.

Financial resources allocated to activities in the frame of LEADER+ type sub-measure are administrated at the national level (Paying Unit for Agriculture OP) and are according the given rules paid out directly to final beneficiaries.

The monitoring indicators for sub-measure 2.1.4. Rural development (LEADER+ type sub-measure) are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 2.1.5.
Diversification of agricultural activities and activities close to agriculture

The objective of this sub-measure is to create additional sources of income for 
the persons operating in agriculture.
Categorisation of the area of intervention

13      
Promoting the adaptation and the development of rural areas

1307 
Diversification of agricultural activities and activities close to agriculture to provide multiple activities or alternative income

Description of the sub-measure

The sub-measure is in conformity with Title II, Chapter IX,  Article 33 of Council Regulation (EC) No. 1257/1999.

Support for agri-tourism

The support may be granted for:
a) the construction, modernisation and equipment of  facilities for agri-tourism,

b) facilities and equipment for leisure activities and creation of offers for leisure activities in relation to agricultural activities and activities close to agriculture,

c) encouragement for tourist and craft activities,

d) diversification of agricultural activities and activities close to agriculture to provide multiple activities or alternative incomes.

Support for using of alternative sources of energy

Investments into using of alternative sources of energy (max. 5MW)

Specific objectives of the support / expected effects

a) development of alternative incomes within agri-tourism as another alternative to improve the incomes of farms and rural households,

b) participation in the development of a segment of tourism – farm/rural holidays,

c) improved image of agriculture in connection with a traditional rural environment,

d) improved the quality of the whole offer for tourists within rural areas with orientation on target groups,

e) improved marketing for agri-tourism as a segment of tourism, especially 
the linking of individual offers with overall regional capacities,

f) development of an offer for an adequate spending of leisure time in nature in combination with active relaxation,

g) improved quality of provided services and of a coherent image of a region in 
the sector of tourism,

h) minimalisation of building in free landscape,

i) improved the used of alternative sources of energy.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) demonstration of economic viability of the project and financial health of 
the applicant for support.

Categories of beneficiaries 

Support may be provided to a natural/legal person or an individual farmer deriving income from farming as a systematic and independent activity under his/its own name, responsibility and for the purpose of making a profit.

Type and amount of support

Type of support:

direct non-repayable grant 

Method of financing:
co-financing

Amount of the grant:
up to 50 % of eligible cost




the EU contribution up to 35% of eligible cost

A minimum of € 10 000 and a maximum of € 80 000 per individual project.

The projects under the sub-measure 2.1.5. Diversification of agricultural activities and activities close to agriculture will be compatible with the de minimis rule

Maximum amount of grant per individual beneficiary/project holder shall be € 100 000 over the period 2004 – 2006.

The minimum standards regarding environment, hygiene and animal welfare and 
the monitoring indicators for sub-measure 2.1.5. Diversification of agricultural activities and activities close to agriculture are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

7.4.2. Measure 2.2. - 
Vocational training

The measure focuses on the training of persons working in agriculture and forestry in order to increase the effectiveness of work in the production as a whole.

The measure is in conformity with Title II, Chapter III, Article 9 of Council Regulation (EC) No. 1257/1999.

Categorisation of the area of intervention:

11   Agriculture                                          

12   Forestry

113 Agriculture-specific vocational training 

128 Forestry-specific vocational training

Description of the measure

The support may be provided for the organisation and implementation of educational activities  and practical training that meet the purpose of the support

Applications shall be submitted by a sole beneficiary, a state organisation, 
the Institute of Agriculture and Food Information (ÚZPI). A list of topics shall be drawn up for this measure determining the subject matters on which these training activities are to focus. Contractors will draw up projects indicating concrete forms of training (course, seminar, workshop, , practical training, study visit, etc.), time requirements, content, forms of teaching, lecturers, technical and material requirements and a calculation of costs. 

The selection of the supplier shall be realized in accordance with the act on public procurement. It shall be assured by the final beneficiary (Institute of Agriculture and Food Information - ÚZPI). 

After the tender the final beneficiary will sign an agreement with the supplier of 
the service. If the service provided is in compliance with the setting conditions, the final beneficiary will reimburse the invoice for the supplied service. He will submit 
the invoice to the Paying Agency for reimbursement.

Specific objectives of the support / expected effects

Ministry of Agriculture supports training projects aimed at increasing and deepening the qualification of farmers, persons working in forestry, and in the processing of products produced by the above industries, which are hereinafter referred to as persons working in the sector of agriculture.

Practical use of up-to-date knowledge is a prerequisite for a competitive business. The training projects shall therefore concentrate on providing information, knowledge and skills:

· that are necessary to introduce new productions, production methods and technologies compatible with the maintenance and enhancement of 
the landscape, the protection of the environment, hygiene standards and animal welfare;

· to increase the operation effectiveness of the persons working in the sector of agriculture,

· connected with new activities within the diversification of production and non-production activities resulting from the needs of rural development, and 
the improvement of knowledge for the benefit of sustainable development in all areas administered by the Ministry of Agriculture.

· connected with new activities within diversification of manufacture and non-manufacture activities arising from the needs of the rural development, improving managerial skills and other specialised knowledge in order to achieve sustainable development in all areas of the departmental sphere of action;

· within diversification into other activities, such as agricultural tourism, sales of special products and providing agricultural services.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) training may be implemented by operators, which have training as the subject of their activity,

e) the scope of the project reflects the scope and focus of the theme agreed by the Monitoring Committee of the Agriculture OP,

f) the supplier of the training course will be chosen pursuant to the act on public procurement,

g) training event shall be designed for at least 12 participants (exceptions may include courses focusing on computer training and courses for the operators of forest harvesters),

h) technical field trips within a training project shall not exceed 20% of the classes,

i) allocated funding shall not be used to finance investments,

j) the project does not include the education organized in the framework of the school educational system.

Categories of beneficiaries / final beneficiaries

Final beneficiaries are farmers, persons working in forestry and in the processing of crops and livestock products, in general those, who complete a training and seminars organised under this measure. The fee to be paid by the participants of this vocational training shall be set at the level of one quarter of total training costs.

The beneficiary is a state institution. The beneficiary shall submit invoices for payment to the Paying Agency. The application shall indicate the suppliers of training projects selected pursuant the act on public procurement. 

Type and amount of support

Type of support: 

direct non-repayable grant

Method of financing: 
full financing

Amount of the grant: 
These projects do not generate a significant net profit (total public support will be 100% of total eligible cost of which the EU contribution will amount to 75% and the national one to 25%).
The eligible cost for which support may be provided shall range from € 3 300 to €  33 300 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 333 300 over 
the period 2004 – 2006.

The monitoring indicators for measure 2.2. Vocational training are listed in 
the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

7.4.3. Measure 2.3. - 
Fisheries 

The objective of the support is to increase the productivity of labour, 
the competitiveness and quality of products. 

The measure is in conformity with Council Regulation (EC) No.1263/1999 and Council Regulation (EC) No. 2792/1999 as amended by Council Regulation (EC) 
No. 2369/2002.
Sub-measure 2.3.1. Fish processing and marketing of fisheries products
The objective of sub-measure 2.3.1. is to expand the range of processed fish and fish products in retail network to utilise more effectively local resources and domestic raw material. The planned funding will allow to increase employment in the fisheries sector and indirectly also in downstream trade organisations and associations. 

Categorisation of the area of intervention

14
Fisheries

143 
Processing and marketing of fisheries products

Applicable legislation

· Council Regulation (EC) No. 1263/1999 

· Council Regulation (EC) No. 2792/1999

· Commission Regulation (EC) No 366/2001 

· Council Regulation (EC) No 2369/2002

Description of the sub-measure.

Support may be granted for:

a) construction of new processing facilities or modernisation of existing ones so that the facility meets EU standards regarding production, hygiene and sanitary conditions,

b) modernisation or procurement of new technologies for fish processing.

Specific objectives of the support / expected effects

The objective of the support is to increase the quality and range of fish products as well as to increase the consumption of freshwater fish:

a) enhanced hygiene and food safety standards, 

b) extension, construction or reconstruction of fish processing facilities,

c) technologies designed to produce boneless final products, 

d) processing of a greater range of fish species with a higher proportion of added value in the final product,

e) expansion of the range of fish products

f) services provided to wholesalers, retailers and producer organisations,

g) marketing advice and assistance,

h) improvement of sales conditions, expansion of outlet opportunities for processed fish and fish products, greater sales in retail networks,

i) organisation of study tours and business trips.

Project eligibility criteria / preconditions for support.

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) the project shall meet EU hygiene and veterinary regulations in the area concerned,

e) economic viability and financial health of the applicant shall be demonstrated,

f) processed fish must be intended for human consumption.

Categories of final recipients.

Final recipients are producer organisations and businesses manufacturing fish products (legal as well as natural persons).

Type and amount of support.

Type of support: 

direct non-repayable grant

Method of financing: 
co-financing

Amount of the grant: 
up to 50% of eligible cost of construction and technological investments, 




the EU contribution up to 35% of eligible cost

The eligible cost for which support may be provided shall range from € 2 000 to € 200 000 per individual project

Maximum amount of grant per individual beneficiary/project holder shall be € 200 000 over the period 2004 – 2006.

Objective is the processing of 4 thousands tons of fish in the year 2007. 
The minimum standards regarding environment, hygiene and animal welfare and the monitoring indicators for sub-measure 2.3.1. Fish processing and marketing of fisheries products are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure2.3.2. Aquaculture

The main objective of sub-measure 2.3.2. is support of aquaculture. 
Categorisation of the area of intervention

14 
Fisheries

144 
Aquaculture

Applicable legislation

· Council Regulation (EC) No. 1263/1999 

· Council Regulation (EC) No. 2792/1999

· Commission Regulation (EC) No 366/2001 

· Council Regulation (EC) No 2369/2002

Description of the sub-measure

Support may be granted for:

(a) increase in aquaculture production capacity (construction of new unit and/or extension of existing units),

(b) modernisation of existing aquaculture units with no increase in production capacity.

Specific objectives of the support / expected effects

· expanding the opportunities for fish farming in freshwater aquaculture,

· introducing new, not yet exploited species of aquatic organisms into the system of aquaculture production, 

· introduction of energy efficient and environmentally friendly technologies (renewable energy sources, recycling systems),

· testing and introduction of aquacultural practices not yet employed in the Czech Republic.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic.

Categories of final recipients

Support may be provided to an individual/natural or a legal person deriving income from aquaculture under his/its own name, responsibility and risk for 
the purpose of making a profit.
Type and amount of support

Type of support : 

direct non-repayable grant

Method of financing : 
co-financing 

Amount of the grant : up to 50 % of eligible costs of construction and technological investments.




the EU contribution up to 35% of eligible cost

The eligible cost for which support may be provided shall range from € 10 000 to €  50 000 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 500 000 over 
the period 2004 – 2006.

Objective is production of 17 thousands tons of carp in the year 2007. The minimum standards regarding environment, hygiene and animal welfare and the monitoring indicators for sub-measure 2.3.2. Aquaculture are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

Sub-measure 2.3.3. Actions by professionals in fisheries and promotion measures

Categorisation of the area of intervention

14 
Fisheries

147 
Actions by professionals

Applicable legislation

· Council Regulation (EC) No. 1263/1999 

· Council Regulation (EC) No. 2792/1999

· Commission Regulation (EC) No 366/2001 

· Council Regulation (EC) No 2369/2002

Description of the sub-measure

Support may be provided for:

a) setting-up producer organisations and an information system concerning 
the fishermen activities in the CR and serving also to check the quality and environmental impacts,

b) research dealing with the special geographic conditions of fisheries in the CR,

c) research of basic technological properties of fish meat and technological procedures in processing in order to utilise raw materials – by-products,

d) reduction of pathological risks in aquaculture,

e) looking for new markets.

Specific objectives of the support / expected effects

a) improved work conditions and hygiene

b) lower burden for the environment as a result of a higher quality of fisheries operations,

c) improved competitiveness thanks to new hatcheries and fattening facilities, 

d) higher rearing capacity, higher numbers, more species, higher quality, including downstream operations,

e) expansion of the possibilities for fish processing,

f) extended offer of new forms and new fish products for the market,

g) enhanced hygiene standards and food safety,

h) orientation of the public on a higher fish consumption, in particular freshwater fish from domestic sources.

Project eligibility criteria / preconditions for support

a) the project complies with the relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) the project must be implemented on the territory of the Czech Republic,

d) extension of market outlets for processed fish and fish products (just for projects under (e) point from the description of the sub-measure),

e) gaining of new knowledge on technological properties of freshwater fish meat products (just for projects under (c) point from the description of the sub-measure).

Categories of final recipients

Beneficiaries are producer organisations, a natural or legal person dealing with marketing, advice or research in the field of fish marketing and processing, developers of information technologies serving to record and manage fisheries and aquaculture. Professional fishermen associations in the Czech Republic can ask for support of looking for new markets too.

Type and amount of support

Type of support: 

direct non-repayable grant

Method of financing: 
co-financing

Amount of the grant:  

up to 50% of eligible cost



the EU contribution up to 35% of eligible cost

The eligible cost for which support may be provided shall range from € 5 000 to €  100 000 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 1 million over 
the period 2004 – 2006.

The minimum standards regarding environment, hygiene and animal welfare and 
the monitoring indicators for sub-measure 2.3.3. Actions by professionals in fisheries and promotion measures are listed in the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

7.5.  Measures to implement Priority III 

Common provisions for Priority III of the Agriculture OP

1. The measure shall be in operation in the period 2004 – 2006.

2. The MoA shall be responsible for the implementation of the measure.

3. Only one measure is indicated, but within the monitoring, control and transmission of reports two separate budgets will be shown (for the EAGGF and the FIFG in accordance with Article 37 of Council Regulation (EC) No. 1260/1999).

7.5.1. Measure 3.1. - 
Technical assistance

The measure is aimed at financing the tasks that are associated with 
the implementation of the EAGGF and the FIFG.

The measure is in conformity with Title I, Chapter IV, Article 23 of Council Regulation (EC) No. 1260/1999 and the implementing provisions, with Rule No. 11 in Annex to Commission Regulation (EC) No. 1685/2000, as amended by Council Regulation (EC) No. 1145/2003, and with Article 17, point 1 of Council Regulation (EC) 
No. 2792/1999. 

Categorisation of the area of intervention

41
Technical assistance and innovative actions

411
Preparation, implementation, monitoring, publicity

412
Evaluation

413
Studies

414
Innovative actions

415
Information to the public

Applicable legislation

· The Treaty establishing the European Community

· Treaty of Accession to the European Union

· Council Regulation (EC) No. 1257/1999

· Council Regulation (EC) No. 1260/1999

· Commission Regulation (EC) No. 1685/2000

· Council Regulation (EC) No. 1145/2003

· Commission Regulation (EC) No. 438/2001

· Commission Regulation (EC) No. 445/2002

· Council Regulation (EC) No. 1263/1999

· Council Regulation (EC) No. 2792/1999

· Commission Regulation (EC) No. 1159/2000

Description of the measure

Support may be granted for:

a) the management, implementation, monitoring and control of the EAGGF and 
the FIFG operations:

· expenditure relating to the preparation, selection, appraisal and monitoring of 
the Agriculture OP (but excluding expenditure on the acquisition and installation of computerised systems for management, monitoring and gathering of information),

· expenditure on meetings of Monitoring committee of the Agriculture OP  relating to the implementation of the Agriculture OP,

· costs of experts and other participants at Monitoring Committee of the Agriculture OP meetings, including third-country participants, where the chairperson of 
the Monitoring Committee of the Agriculture OP considers their presence essential to the effective implementation of the Agriculture OP,

· expenditure relating to audits and on-the-spot checks (this does not apply to routine technical and administrative checks carried out by the Paying Agency and the MoA).

b) other expenditure under technical assistance

· preparation of studies, 

· undertaking pilot and demonstration projects,

· organisation of seminars, 

· organisation of information actions, 

· information analyses,

· acquisition and installation of computerised systems for management, monitoring and information analysis. 
Specific objectives of the support / expected effects

The financial supports under this measure shall provide financing for the tasks that are connected with the implementation of the Agriculture OP in the period 2004-2006 such as:

a) cost associated with the functioning of the Monitoring Committee of 
the Agriculture OP (including a secretariat),

b) seminars, studies, including the processing of supporting information for 
the annual and final implementation reports,

c) studies dealing with the fulfilment of the Agriculture OP, the EAGGF and 
the FIFG,

d) undertaking of pilot and demonstration projects that are the subject of scientific reports forwarded to the Managing Authority,

e) measures to exchange experience and information focusing on partners, final beneficiaries of assistance from the EAGGF and the FIFG, and on the public,

f) evaluation within the Agriculture OP,

g) operation and interconnection of computer systems for the management, monitoring and evaluation,

h) improvement of the evaluation methods and exchange of information on practical procedures in this field,

i) information and publicity at the level of the Agriculture OP,

j) support to audit and financial control,

k) preparation of programming documents for the subsequent programming period and their ex-ante evaluation and SEA.

Project eligibility criteria / preconditions for support

a) the project complies with relevant legislation,

b) only one source of EU financing may be used for each approved project,

c) technical activities shall be carried out only by entities that are qualified in the field concerned,

d) the project must be implemented on the territory of the Czech Republic,

e) pilot projects financed from the FIFG fund concern the topics referred in Article 15(2) and (3) of the Council Regulation (EC) No. 2792/1999.

Categories of beneficiaries

The MoA/Managing Authority is the beneficiary. The beneficiary shall ensure that suppliers are selected in accordance with the act on public procurement.

Type and amount of support

Type of support: 

direct non-repayable grant

Method of financing:   
full financing

Amount of the grant: 
These activities do not generate profit; total public support will be 100% of eligible cost (of which the EU contribution will amount to 75% and the national one to 25%).

The eligible cost for which support may be provided shall range from € 1 000 to € 300 000 per individual project.

Maximum amount of grant per individual beneficiary/project holder shall be € 300 000 over 
the period 2004 – 2006.

The monitoring indicators for measure 3.1. Technical assistance are listed in 
the Programme Complement to the “Rural Development and Multifunctional Agriculture” Operational Programme.

8. FINANcial allocation for the agriculture op     

The framework for the financial planning is based on the conclusions of the European Council held in Brussels on 24 and 25 October 2002. Financial sources allocated to the Czech Republic for structural operations were worked out in the financial framework of the National Development Plan and allocated to individual operational programmes by individual years of the period of 2004-2006.

Of the total amount allocated for Objective 1, 12% were earmarked for the Agriculture Operational Programme, which amounts to € 173.90 million.

At the MoA, the allocated finance was divided as follows:

Priority I  - 
Support to Agriculture, Processing of Agricultural Products and to Forestry 

From EAGGF fund

€ 97,48 million 

From FIFG fund

€ 0 million

Priority II –
Rural Development, Fisheries and Vocational Training

From EAGGF fund

€ 66,43 million 

From FIFG fund

€ 6.95 million

Priority III - 
Technical assistance 

From EAGGF fund

€ 2.73 million 

From FIFG fund

€ 0.29 million

In Priority I, finance was proportionally divided among measures taking as a basis 
the volume of finance requested by individual technical departments based on their estimates of the needs of agriculture and rural development in the period 2004-2006.

Indicative allocations - Operational programme Rural Development and Multifunctional Agriculture

Financial table for the period of 2004-2006 (mil. EUR)

	2004-2006
	Total cost
	Public
	Private sources

	
	
	Total public
	Community contribution
	National contribution
	

	
	
	
	Total
	ERDF
	ESF
	EAGGF
	FIFG
	Total
	Central
	Regional
	Local
	Other
	

	Priority I.

Support to Agriculture, Processing of Agricultural Products and Forestry
	274 527 649
	151 141 395
	97 484 885
	0
	0
	97 484 885
	0
	53 656 510
	53 656 510
	0
	0
	0
	123 386 254

	Priority II.

Rural Development, Fisheries and Vocational Training
	114 729 507
	95 438 065
	73 390 659
	
	
	66 434 601
	6 956 058
	22 047 406
	22 047 406
	
	
	
	19 291 442

	Priority III.

Technical assistance
	4 034 511
	4 034 511
	3 025 883
	0
	0
	2 730 252
	295 631
	1 008 628
	1 008 628
	0
	0
	0
	0

	Total
	393 291 667
	250 613 971
	173 901 427
	0
	0
	166 649 738
	7 251 689
	76 712 544
	76 712 544
	0
	0
	0
	142 677 696

	Total ERDF related
	0
	0
	0
	0
	
	
	
	0
	0
	0
	0
	0
	0

	Total ESF related
	0
	0
	0
	
	0
	
	
	0
	0
	0
	0
	0
	0

	Total EAGGF related
	372 972 827
	240 282 570
	166 649 738
	
	
	166 649 738
	
	73 632 832
	73 632 832
	0
	0
	0
	132 690 257

	Total FIFG related
	20 318 840
	10 331 401
	7 251 689
	
	
	
	7 251 689
	3 079 712
	3 079 712
	0
	0
	0
	9 987 439


Financial table for the year 2004 (mil. EUR)

	2004
	Total cost
	Public
	Private sources

	
	
	Total public
	Community contribution
	National contribution
	

	
	
	
	Total
	ERDF
	ESF
	EAGGF
	FIFG
	Total
	Central
	Regional
	Local
	Other
	

	Priority I.

Support to Agriculture, Processing of Agricultural Products and Forestry
	63 985 496
	35 227 261
	22 721 277
	
	
	22 721 277
	0
	12 505 984
	12 505 984
	
	
	
	28 758 235

	Priority II.

Rural Development, Fisheries and Vocational Training
	26 745 022
	22 244 214
	17 105 518
	
	
	15 484 236
	1 621 282
	5 138 696
	5 138 696
	
	
	
	4 500 808

	Priority III.

Technical assistance
	940 343
	940 343
	705 257
	
	
	636 353
	68 904
	235 086
	235 086
	
	
	
	

	Total
	91 670 861
	58 411 818
	40 532 052
	0
	0
	38 841 866
	1 690 186
	17 879 766
	17 879 766
	0
	0
	0
	33 259 043

	Total ERDF related
	0
	0
	0
	0
	
	
	
	0
	
	
	
	
	

	Total ESF related
	0
	0
	0
	
	0
	
	
	0
	
	
	
	
	

	Total EAGGF related
	86 934 739
	56 003 829
	38 841 866
	
	
	38 841 866
	
	17 161 963
	17 161 963
	
	
	
	30 930 910

	Total FIFG related
	4 736 122
	2 407 989
	1 690 186
	
	
	
	1 690 186
	717 803
	717 803
	
	
	
	2 328 133


Financial table for the year 2005 (mil. EUR)

	2005
	Total cost
	Public
	Private sources

	
	
	Total public
	Community contribution
	National contribution
	

	
	
	
	Total
	ERDF
	ESF
	EAGGF
	FIFG
	Total
	Central
	Regional
	Local
	Other
	

	Priority I.

Support to Agriculture, Processing of Agricultural Products and Forestry
	91 647 654
	50 456 682
	32 544 121
	
	
	32 544 121
	0
	17 912 561
	17 912 561
	
	
	
	41 190 972

	Priority II.

Rural Development, Fisheries and Vocational Training
	38 307 411
	31 860 817
	24 500 563
	
	
	22 178 369
	2 322 194
	7 360 254
	7 360 254
	
	
	
	6 446 594

	Priority III.

Technical assistance
	1 346 872
	1 346 872
	1 010 154
	
	
	911 461
	98 693
	336 718
	336 718
	
	
	
	0

	Total
	131 301 937
	83 664 371
	58 054 838
	0
	0
	55 633 951
	2 420 887
	25 609 533
	25 609 533
	0
	0
	0
	47 637 566

	Total ERDF related
	0
	0
	0
	0
	
	
	
	0
	
	
	
	
	

	Total ESF related
	0
	0
	0
	
	0
	
	
	0
	
	
	
	
	

	Total EAGGF related
	124 518 296
	80 215 360
	55 633 951
	
	
	55 633 951
	
	24 581 409
	24 581 409
	
	
	
	44 302 936

	Total FIFG related
	6 783 641
	3 449 011
	2 420 887
	
	
	
	2 420 887
	1 028 124
	1 028 124
	
	
	
	3 334 630


Financial table for the year 2006 (mil. EUR)

	2006
	Total cost
	Public
	Private sources

	
	
	Total public
	Community contribution
	National contribution
	

	
	
	
	Total
	ERDF
	ESF
	EAGGF
	FIFG
	Total
	Central
	Regional
	Local
	Other
	

	Priority I.

Support to Agriculture, Processing of Agricultural Products and Forestry
	118 894 499
	65 457 452
	42 219 487
	
	
	42 219 487
	0
	23 237 965
	23 237 965
	
	
	
	53 437 047

	Priority II.

Rural Development, Fisheries and Vocational Training
	49 677 074
	41 333 034
	31 784 578
	
	
	28 771 996
	3 012 582
	9 548 456
	9 548 456
	
	
	
	8 344 040

	Priority III.

Technical assistance
	1 747 296
	1 747 296
	1 310 472
	
	
	1 182 438
	128 034
	436 824
	436 824
	
	
	
	0

	Total
	170 318 869
	108 537 782
	75 314 537
	0
	0
	72 173 921
	3 140 616
	33 223 245
	33 223 245
	0
	0
	0
	61 781 087

	Total ERDF related
	0
	0
	0
	0
	
	
	
	0
	
	
	
	
	

	Total ESF related
	0
	0
	0
	
	0
	
	
	0
	
	
	
	
	

	Total EAGGF related
	161 519 792
	104 063 381
	72 173 921
	
	
	72 173 921
	
	31 889 460
	31 889 460
	
	
	
	57 456 411

	Total FIFG related
	8 799 077
	4 474 401
	3 140 616
	
	
	
	3 140 616
	1 333 785
	1 333 785
	
	
	
	4 324 676


9. ARRANGEMENTS FOR THE IMPLEMENTATION OF THE AGRICULTURE OP

9.1. General provisions 

This chapter deals with the method of implementation of the Operational Programme “Rural development and multifunctional agriculture” (Agriculture OP) for the seven NUTS 2 regions covered by Objective 1. The method described is based on Articles 34 and 35 of Council Regulation (EC) 1260/1999 of 21 June 1999, Article 34 of Council Regulation (EC) No. 1257/1999 of 7 May 1999 on support for rural development from the European Agricultural Guidance and Guarantee Fund (EAGGF), and further on Articles 50 (2) and 18 (2) (d) of Council Regulation (EC) 1260/1999 of 21 June 1999.  The rules for implementation respect also all regulations adopted on the basis of Article 53 (2) of Council Regulation (EC) 1260/1999 of 21 June 1999,  in particular:

a) Commission Regulation (EC) No. 1685/2000 of 28 July 2000 laying down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards eligibility of expenditure of operations co-financed by the Structural Funds,

b) Commission Regulation (EC) No. 643/2000 of 28 March 2000 on arrangements for using the euro for the purposes of the budgetary management of the Structural Funds,

c) Commission Regulation (EC) No. 438/2001 of 2 March 2001, laying down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the Structural Funds,

d) Commission Regulation (EC) No. 448/2001 of 2 March 2001, laying down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the procedure for making financial corrections to assistance granted under the Structural Funds,

e) Commission Regulation (EC) No. 1159/2000 of 30 May 2000 on information and publicity measures to be carried out by the Member States concerning assistance from the Structural Funds, 

f) Commission Regulation (EC) No. 445/2002 of 26 February 2002 laying down detailed rules for the application of Council Regulation (EC) No 1257/1999 on support for rural development from the European Agricultural Guidance and Guarantee Fund (EAGGF),

g) Commission Regulation (EC) No. 1145/2003 of 27 June 2003 amending Regulation (EC) No 1685/2000 as regards the rules of eligibility for co-financing by the Structural Funds.
Programme complement

In accordance with Article 15 (6), the Czech Republic will send the programme complement to the Commission within three months of the approval of the “Rural development and multifunctional agriculture” OP.

The programme complement will be drawn up by the programme Managing Authority. Pursuant to Article 15 (6) of Council Regulation (EC) 1260/1999 of 21 June 1999, the programme complement shall be approved or adjusted by the Monitoring Committee of the Agriculture OP. The programme complement shall contain the following information as requested in Article 18 (3) of Council Regulation (EC) No. 1260/1999 of 21 June 1999:

a) detailed description of individual measures implementing the priorities of the Agriculture Operational Programme (including the Technical Assistance measure),

b) ex-ante evaluation of all measures including their quantification (where it is required to demonstrate that the measures correspond with the objectives set out for priorities),

c) the relevant monitoring indicators in accordance with Article 36 of Council Regulation (EC) No. 1260/1999 of 21 June 1999 and the criteria for project selection,

d) the types of final beneficiaries for individual measures,

e) the financing plan specifying for each measure the envisaged financial allocation and indicating the sources from Structural Funds, public expenditure of the Czech Republic and envisaged private funding

f) a description of actions completed or prepared to publicise the Agriculture OP, based on the communication strategy pursuant to Council Regulation (EC) No. 1159/2000,

g) a description of arrangements for the computerised exchange, between the Commission and the Czech Republic, of the data required to fulfil the management, monitoring and evaluation requirements.

9.2 Programme management

9.2.1 Managing authority and basic management structures

In accordance with Council Regulation No. 1260/1999 and in accordance with, the Government Decision No. 102 of 23.1.2002, a managing authority shall be responsible for correct management and implementation of assistance under the OP. The Ministry of Agriculture, Těšnov 17, 117  05  Praha 1 shall be the Managing Authority for the “Rural development and multifunctional agriculture” OP 

In accordance with the provisions of Article 34 of Council Regulation (EC) No. 1260/1999 of 21 June 1999, the Managing Authority for the “Rural development and multifunctional agriculture” OP shall be responsible for correctness of management and implementation and in particular for:

a) setting up of a system to gather reliable financial and statistical information on implementation,  and for forwarding appropriate information in agreed electronic format to the Monitoring Committee of the Agriculture OP, the Managing Authority for the Community Support Framework, the paying authority and the European Commission,

b) adjustments of the programme complement and its implementation,

c) drawing up and, after obtaining the approval of the Monitoring Committee of the Agriculture OP, submitting to the Commission the annual and final implementation report;

d) ensuring that those bodies taking part in the management and implementation of the assistance maintain either a separate accounting system or an adequate accounting code for all transactions relating to the assistance;
e) ensuring the correctness of operations financed under the assistance, particularly by introducing internal controls and adhering to the principles of sound financial management;

f) ensuring compliance with Community policies,

g) carrying out of the activities concerning information and publicity.

The Ministry of Agriculture shall be responsible for the Agriculture OP implementation and for the communication with the Managing Authority for the Community Support Framework, the European Commission as well as the Ministry of Finance (as the paying authority and the central authority responsible for financial control).

The Agriculture OP shall be monitored by Monitoring Committee of the Agriculture OP.

9.2.2 Management tasks within the competence of the Ministry

In accordance with Article 5 of Commission Regulation (EC) No. 438/2001, the Ministry of Agriculture as the Managing Authority for the “Rural development and multifunctional agriculture” OP shall inform the Commission, within three months of the approval of the programme complement, of the powers of individual components of the management and control system and of improvements planned pursuant to Article 2 of the above Regulation.

The managing role for the “Rural development and multifunctional agriculture” OP shall be divided to two main parts:

1) horizontal tasks related to monitoring shall be carried out by the Managing Authority Department,

2) some activities dealing with implementation of the Agriculture OP were delegate to the Agricultural Paying Agency. 

Paying Agency (PA)

The Paying Agency (including its regional offices) is charged to carry out the following operative tasks

· the paying unit function,

· the implementation function.

Both these roles shall be strictly separated and carried out independently of each other.

The Paying Agency shall carry out the implementation function on the basis of the Agreement on functions delegation. The Paying Authority shall delegate carrying out the paying unit function.

The PA shall fulfil all measures in the “Rural development and multifunctional agriculture” OP. 

The PA shall use regional offices at the NUTS 2 level covering all the NUTS 2 regions of the Czech Republic included under Objective 1. 

At the central level, the PA shall ensure:

a) methodological management of the whole Agriculture OP implementation process (it shall provide rules, methodology and guidance for all phases of Agriculture OP implementation and shall ensure uniform approach in all NUTS 2 regions)

b) direct management of the PA regional offices in Prague, České Budějovice, Ústí nad Labem, Hradec Králové, Brno, Olomouc and Opava with the aim of ensuring the fulfilment of the PA tasks,

c) methodological support and supervision over the work of the regional offices, necessary manuals and guidelines for the regional offices which carry out the receipt of application, administrative check, scoring, gathering of complementary information, on-the-spot checks of beneficiaries,

d) the conclusion of contracts with final beneficiaries, with the contracts covering the set amount of finance and the conditions for the granting of aid from the EU Structural Funds (EAGGF – Guidance section and the FIFG) and national CR sources

e) drawing up of a plan of controls in accordance with Article 4 of Commission Regulation (EC) No. 438/2001, its fulfilment and updating,

f) co-ordination of on-the-spot checks of applicants in accordance with Article 4 of Commission Regulation (EC) No. 438/2001,

g) the execution of checks and the assessment of their results, the identification and control of critical points and risks within the control process, and their incorporation into methodological guidelines

h) the acceptance of the list of payment claims submitted by the PA regional offices, making-up the summary list of payment claims, following the classification by priorities and measures, and transmission to the Managing Authority Department for the Agriculture OP, 

i) monitoring of progress in Agriculture OP implementation,

j) preparation of supporting information for the annual and final report on individual measures,

k) continuous training of the staff of the PA regional offices and the public,

l) co-operation in relation to amendments of the programming document in co-operation with the Managing Authority Department for the Agriculture OP.

At the regional level, the PA will be charged especially with the following tasks:

a) providing information to the applicants for support under the “Rural development and multifunctional agriculture” OP,

b) receiving the applications for support under the “Rural development and multifunctional agriculture” OP, checking whether they are complete, checking the compliance of projects with the Community policy (Article 12 and 34 (1) of Council Regulation (EC) No. 1260/1999 of 21 June 1999), and  checking their correctness (Article 34 (1) (f) especially whether they meet the rules for financing, whether the amount of support is correct and whether the expenditure is eligible – Articles 28 – 30 of Council Regulation (EC) No. 1260/1999 of 21 June 1999),

c) examining, assessing and scoring of projects according to selection criteria

d) preparation of supporting information,

e) informing the applicants about the results of selection,

f) preparation of supporting information for the conclusion of contracts with applicants, and for the contracts with the experts requested to carry out an expert assessment of projects,

g) receiving of payment claims from final beneficiaries, verification and assessment of the claims and transmission of the list of claims, following the classification by priorities and measures, to the headquarters,

h) on-the-spot checks of projects in accordance with Article 4 of Commission Regulation (EC) No. 438/2001

9.2.3. Tasks of final beneficiaries

A final beneficiary shall be responsible for

a) completing the application for support including the identification, assessment and preparation of a project including a financial plan,

b) preparing project documentation,

c) public procurement in accordance with appropriate regulations and the signing of contracts with contractors,

d) proper implementation of the project in accordance with the contracts concluded with selected contractors

e) verification of invoices and their payment to contractors,

f) functionally separated project accounting system within the meaning of Act No. 563/1991 Coll., on accounting, as amended

g) internal financial control,

h) in the case that a change in comparison to declared and contracted conditions during the project implementation occurs, the beneficiary shall submit a report about this situation to PA,

i) regional and local publicity and information boards at construction sites in accordance with appropriate EU rules.

The final beneficiary shall be responsible for the eligibility of proposed and implemented project expenditure and for the implementation of the project in accordance with appropriate rules and the provisions and conditions of the concluded contract.

The beneficiary is obliged to check the physical implementation of the project, i.e. prior to making a payment to a contractor to carry out a physical and formal check in relation to each invoice. A checklist, whose details are set out by the MA-CSF, shall be used for the purpose of this check. 

When submitting a claim for payment on standard forms, he shall also demonstrate that the expenditure made complies with the project conditions included in the contract on the granting of financial support, that the co-financed products and services have been delivered and that the payments to be reimbursed have really been made. The expenditure made, i.e. all reimbursement claims must be supported by receipted invoices or accounting documents of equivalent probative value.

The final beneficiary must at any time enable access to project documentation and shall allow entry to his premises and land to persons and bodies authorised to carry out checks in order to verify the veracity of the information in the application for support and the fulfilment of the conditions laid down in the contract on the granting of support.

The beneficiary shall notify without delay any substantial changes and facts that have an effect on or connection to the fulfilment of the contractual obligations.

The final beneficiary shall keep project documentation providing sufficient audit trail pursuant to Article 7 of Commission Regulation (EC) No. 438/2001 and shall keep the documents concerning the project pursuant Act No. 563/91 Coll, on accounting, as amended for a period laid down in that Act, however for at least 10 years of the last payment.

9.2.4. System of project selection within the OP

Detailed instructions for applicants shall be prepared before the Agriculture OP commences.  These instructions shall contain all necessary information for applicants submitting projects including a standard application form and explanatory notes for correct completion of this form. Through the regional offices (at the NUTS 2 level) and detached offices of the PA, information service shall be provided to applicants before the Agriculture OP´s commencement, and consultations and assistance on submission of applications shall be provided in the course of Agriculture OP implementation.

The work of the PA shall be based on the decisions of the Monitoring Committee of the Agriculture OP, which will confirm or adjust programme amendments that will contain also a breakdown of support under the Agriculture OP (a breakdown by priorities and measures). The Monitoring Committee of the Agriculture OP shall also consider and approve the eligible expenditure and the criteria for project selection by individual measures of the OP.

Applications for support will be received during prescribed periods.  The applications shall be submitted in writing at the regional offices of the PA and assessed according to an approved procedure. For successful projects, their eligibility shall be assessed and subsequently they shall be scored on the basis of set criteria.

Project selection carried out by the PA shall take place on the basis of a score.  Where the scoring of projects does not provide a clear ranking of projects, a complementary procedure shall be applied using complementary criteria approved in advance by the Monitoring Committee of the Agriculture OP.

9.3 Monitoring

9.3.1 General principles

In accordance with Article 34 (1) and Article 36 of Council Regulation (EC) No. 1260/1999 of 21 June 1999, the Managing Authority shall be responsible for the monitoring of the “Rural development and multifunctional agriculture” OP

In accordance with Article 35 of Council Regulation (EC) No. 1260/1999 of 21 June 1999, the implementation of the “Rural development and multifunctional agriculture” OP shall be supervised by a Monitoring Committee of the Agriculture OP.

For monitoring in the frame of FIFG is obligatory Commission Regulation (EC) No 366/2001, which ensures demands of this sector.

The Managing Authority shall set up a system to gather financial and statistical information with a maximum computerised support that will allow exchange of data with the Commission.
The monitoring system for the “Rural development and multifunctional agriculture” OP shall be an integral part of the monitoring system for Structural Funds (MSSF). The monitoring system for the “Rural development and multifunctional agriculture” OP shall allow to monitor Agriculture OP implementation at a project level and it shall be connected with the information system of the paying authority that will allow a continuous monitoring of financial flows.

The Managing Authority shall be responsible for the entry and updating of data for the monitoring system. The Managing Authority may also delegate these tasks.

Following the approval of the contribution of the EAGGF and the FIFG Structural Funds, a Monitoring Committee of the Agriculture OP shall be set up as soon as possible. Its task shall be to discuss and approve the programme complement and to approve the project selection criteria.

9.3.2. Monitoring Committee

The Monitoring Committee of the Agriculture OP shall be set up. It is envisaged that the National SAPARD Monitoring Committee will serve as its basis. The Monitoring Committee of the Agriculture OP shall be established by the Ministry of Agriculture. The proposal shall be prepared in co-operation with partners from government as well as non-government institutions and there shall be a balanced representation of men and women. Details concerning the make-up, organisation and activity of the Monitoring Committee of the Agriculture OP shall be laid down in the Statute and Rules of procedure of the Monitoring Committee of the Agriculture OP .

The Monitoring Committee of the Agriculture OP shall be chaired by a representative of the MoA. Its members shall include representatives of the Ministry for Regional Development and other Ministries taking part in the programme‘s implementation, economic and social partners, representatives of non-government organisations, representatives of Czech Fishing Union and also the representatives of the European Commission in an advisory capacity.
Tasks of the Monitoring Committee

The obligation of the Monitoring Committee of the Agriculture OP is to supervise the implementation of the “Rural development and multifunctional agriculture” OP, in particular to monitor the compliance with the European Commission regulations and the legislation of the  Czech Republic, the fulfilment of the Agriculture OP‘s objectives, the effectiveness of the use of public resources, etc.

Based on the supporting information prepared by the Managing Authority or based on its own findings and recommendations and in accordance with Articles 35-37 of Council Regulation No. 1260/1999, the Monitoring Committee of the Agriculture OP shall have the following tasks:

· to consider the criteria for project selection and assessment, 

· to examine the effectiveness and quality of the implementation of the “Rural development and multifunctional agriculture” OP, the objective of which is to achieve specific targets set for individual measures

· to examine the progress made by utilisation of the financial allocations to individual measures and sub-measures; to this end it shall use the information provided by the Managing Authority

· to examine the ex-ante, mid-term and ex-post evaluation of the “Rural development and multifunctional agriculture” OP,

· to consider and approve the annual and final implementation report for the “Rural development and multifunctional agriculture” OP before they are sent to the European Commission and the Managing Authority for the Community Support Framework,
· to consider and approve any proposal to the Commission to amend the Agriculture OP,

· to propose via the Managing Authority any amendment or review of the programme complement of the “Rural development and multifunctional agriculture” OP with the objective to facilitate the attainment of the objectives of the Agriculture OP or to improve the implementation of the Agriculture OP in the Czech Republic,
· to co-ordinate monitoring with other operational programmes and between the “Rural development and multifunctional agriculture” OP and the HRDP,
The Managing Authority shall draw up draft Statute and rules of procedure that shall be discussed by the Monitoring Committee of the Agriculture OP at its first meeting. The Statute shall be approved by the Minister of Agriculture.

9.3.3 
Monitoring of the “Rural development and multifunctional agriculture” OP by the Managing Authority 

The information and data on the Agriculture OP shall be used to draw up draft annual and final implementation report that shall be submitted to the Monitoring Committee of the Agriculture OP, the paying authority and the paying unit, the Managing Authority and the Monitoring Committee for the Community Support Framework, the European Commission, the audit bodies and other institutions. The system shall enable gathering of information on a monthly basis and a physical monitoring on a quarterly basis.

Data on the Agriculture OP shall be processed also at a regional level.

The purpose of the monitoring system shall be in particular:

a) to ensure the gathering of physical and financial data on the Agriculture OP from the stage of project receipt through eligibility check, project selection, approval of project co-financing, receipt of payment claim, payment to the account of final beneficiary, monitoring of monitoring indicators at the level of measures and priorities, elaboration of indicators for the programme complement, 

b) to combine the monitoring results so that it would be possible to assess the assistance from Structural Funds in accordance with the requirements of the Managing Authority, the Monitoring Committee of the Agriculture OP, the paying authority and the paying unit, the Managing Authority and the Monitoring Committee for the Community Support Framework, the European Commission, the audit bodies and other institutions, to ensure safe communication between individual parties involved in project implementation, in particular the exchange of data between the managing and the paying authority, the monitoring committees, individual sections of the Agricultural Paying Agency and further between the Managing Authority of the Agriculture OP and the European Commission.

9.3.4 Annual report and final report

In accordance with Article 37 of Council Regulation No. 1260/1999 and the Methodological Guideline of the European Commission (Article 1, Chapter 6), the Managing Authority for the “Rural development and multifunctional agriculture” OP shall ensure the drawing up of annual implementation reports and a final implementation report, their discussion and approval by the Monitoring Committee of the Agriculture OP and their subsequent submission to the European Commission.

The annual report shall be submitted to the European Commission within six months of the end of each calendar year of implementation. The final report shall be submitted at the latest six months after the final date of eligibility of expenditure.

The Commission shall indicate within a period of two months if the annual report is considered unsatisfactory, giving its reasons; otherwise, the report shall be deemed to be accepted. In the case of a final report the Commission shall respond within a period of five months from its receipt of the report.

Every year, when the annual implementation report is submitted, the Commission and the Managing Authority shall review the main outcomes of the previous year in accordance with the arrangements agreed between the Managing Authority and the Government of the Czech Republic. If the Commission sends recommendations aimed at improving the effectiveness of the monitoring or management of the assistance, the Managing Authority shall take steps necessary to this effect.

An annual and final report shall include the following information:

a) any change in general conditions which is of relevance to the implementation of the assistance and, where applicable, their implications for the mutual consistency of assistance from the different Funds,

b) the progress in the implementation of priorities and measures for each of the Funds in relation to their specific targets, with a quantification at the appropriate level (priority or measure),

c) the progress attained in the implementation of the financial plan with a reference to agreed financial indicators. For each measure data shall be indicated (in the form of a standard financial table) concerning the total expenditure actually paid out by the paying unit and a record of the total payments received from the Commission. The data shall be broken down by individual Funds and financial indicators shall be quantified pursuant to Article 36 of the Regulation,

d) the steps taken  in order to ensure the quality and effectiveness of the assistance, in particular:

· monitoring, financial control and evaluation measures, including data collection arrangements,

· a summary of any significant problems encountered in managing the assistance and any measures taken, including action pursuant to Article 34(2) and Article 38(4) of the Regulation,

· the use made of technical assistance,

· the steps taken to ensure compatibility with Community policies,

· the measures taken to ensure publicity for the Agriculture OP.

The Department of the MoA charged to carry out the Managing Authority function shall have the responsibility to draw up the annual and final report.

The annual report shall be submitted to the Monitoring Committee of the Agriculture OP always within four months of the end of the year concerned with the first annual report being submitted in accordance with Article 37 (1) of the Regulation by 30 April 2006, it shall pass through the Monitoring Committee of the Agriculture OP before 31 May of the year concerned and it shall be submitted to the Commission within six months of the year concerned.

Within the same deadline as applies to the annual report, the Managing Authority shall prepare an annual monitoring plan for the current year. It shall be based on the estimates of budgetary commitments, payments and targets to be attained by the end of the year. The first plan shall be prepared and submitted in 2004 within three months of the approval of the “Rural development and multifunctional agriculture” OP.

Even if the Agriculture OP is not implemented in 2004 throughout the whole calendar year and the annual report would not be submitted to the Commission, an annual report of a similar content and context shall be drawn up for the purposes of the Managing Authority for the Community Support Framework.

9.3.5.  System for the environmental assessment of projects and its link to the monitoring of the impact of the implementation of the “Rural development and multifunctional agriculture” OP on the environment
The proposed system forms a basic structure for the environmental assessment of projects and the monitoring of the implementation of the “Rural development and multifunctional agriculture” OP from the viewpoint of its impact on the environment. A detailed system shall be elaborated and specified in the programme complement. The proposed structure is based on recommendations made by the authors of the National Development Plan who accepted this structure based on recommendations received from the authors of the strategic environmental assessment of the National Development Plan (SEA NDP). The reason for adhering to the basic structure for the environmental assessment of projects and the monitoring of the implementation of the “Rural development and multifunctional agriculture” OP from the viewpoint of its impact on the environment is that it provides the possibility of a subsequent comprehensive assessment of the impact of the NDP on the environment within the ex-post evaluation.

This procedure has been discussed and accepted also by the Ministry of the Environment, which, based on the partnership principle, will be a regular member of the managing and monitoring committees for all programming documents.

9.4 Evaluation

9.4.1 General provisions

In order to gauge its effectiveness, the Agriculture OP must be the subject of ex-ante, interim and ex-post evaluation in accordance with Articles 40-43 of the Regulation. 

 In the shortened programming period of 2004-2006, the interim evaluation is not relevant for the Czech Republic and therefore it is not discussed further in this chapter.

The evaluations shall be made primarily on the basis of monitoring indicators and their processing that will be contained in the regular reports on Agriculture OP implementation. These results shall be supplemented where necessary by the gathering of information. The results of the evaluation shall be made available to the public.

The Managing Authority shall commission the evaluation from a group of independent experts - evaluators. The evaluation shall take place under the responsibility of the Managing Authority and in co-operation with the Monitoring Committee of the Agriculture OP.

9.4.2 Ex-ante evaluation of the programme complement

In accordance with Articles 18 (3), 36 and 41 (3) of Council Regulation (EC) No. 1260/1999 of 21 June 1999, the Managing Authority, when drawing up the programme complement  shall ensure an ex-ante evaluation of measures assessing their consistency with the aims of the corresponding measures It shall quantify  specific targets of measures and shall propose project selection criteria in accordance with Article 35 (3b) of the Regulation. 

The ex-ante evaluation shall be subject to a discussion in the Monitoring Committee of the Agriculture OP.

The ex-ante evaluation of the programme complement shall be carried out pursuant to Commission Guideline No. 2 and it shall focus in particular on the attainment of consistency with the objectives of the Agriculture OP (global, specific and operational), on the quantification of assistance and the correctness of the criteria for project selection. 

9.4.3 Ex-post evaluation

In accordance with Article 43 of the Regulation, the ex-post evaluation shall be the responsibility of the Commission, in collaboration with the Czech Republic and the Managing Authority.The ex-post evaluation shall be completed not later than three years after the end of the programming period.

The ex-post evaluation shall contain information on the utilisation of resources, the effectiveness and efficiency of the Agriculture OP and its overall impact. It shall also draw conclusions regarding policy on economic and social cohesion and shall cover the factors contributing to the success or failure of implementation and the achievements and results, including an assessment of sustainability.

9.5. Financial management

The methodology of financial flows and financial controls of Structural Funds deals with the receipt of finance from Structural Funds, the principles of financial management, financial flows between Paying Authority, Paying Unit and a final beneficiary and a system for accounting and controls. It has passed through the Government of the Czech Republic, which in relation to this adopted Resolution No. 822/2002

9.5.1. Paying Authority

The Ministry of Finance, Letenská 15, 118  10 Praha 1 shall be the Paying Authority. The National Fund Department shall be charged to carry out the function of the Paying Authority 

The role of the Paying Authority

It shall

· administer means provided from EAGGF – Guidance section credited to the account at the CNB,

· compile and submit to the European Commission applications for interim and final payment based on the statements of expenditure actually effected by final beneficiaries presented by Managing Authority through its Paying Unit,

· compile and submit application for advance payments from EU following the European Commission’s programme approval,

· ensure a timely transfer of EU contribution making sure that the final beneficiary receives the EU contribution within 60 days of meeting all conditions,

· on the basis of the Managing Authority’s estimation, submit to the European Commission updated forecasts of applications for payment for the current year and the forecast for the following year no later than 30 April,

· delegate the payment of the contribution on individual paying units based on a concluded agreement on delegation of powers,

· certify effected expenditure pursuant to Article 9 of Commission Regulation No. 438/2001 (i.e. obtains assurance that the effected expenditure complies with EU requirements) and issue certificate of expenditure effected which is sent to the European Commission together with applications for payment,

· repay unduly paid amounts to the European Commission, including interests, unless it has been decided, in compliance with European Union rules, to re-allocate them under the Agriculture OP,

· repay unused finance to the European Commission,

· proceed in accordance with internal control system rules,

· make financial corrections in the event of:

· administrative errors,

· failings in programme management,

· finance unduly received from the EU,

· keep accounting records of all transactions carried out at its level based on double-entry bookkeeping.

9.5.2. Financial contributions from the Funds

Contributions from the Funds shall be provided for individual measures and projects up to the amount laid down in a Commission decision approving the Agriculture OP and also in an approved financial plan for the Agriculture OP. Each measure of the Agriculture OP and so each selected project can be supported just under this Operational Programme. It cannot be supported under another programme co-financed by the Funds.

In addition to national rules, the rules laid down in Commission Regulation (EC) No. 1685/2000 regarding eligibility of expenditure of operations co-financed by the Structural Funds shall be observed in relation to the eligibility of expenditure under individual selected projects.

9.5.3. Budget commitments

The funding designed for financing is allocated by the European Commission on the basis of submitted financial plans. 

Allocations for individual SF constitutes a special item in the EU general budget
. The European Commission sets the amount of EU allocations by 30 April each year. Member states shall submit forecasts regarding requests for payment (expenditure outlook) for the given and following years by 30 April as well. 
 In order to draw up this forecasts, it is necessary that the PA identifies or plans the forecasted amount that will be necessary in the following year and submits this financial plan to the Paying Authority by 31 March of the current year.

The Commission shall automatically decommit any part of a commitment which has not been settled by the payment on account or for which it has not received an acceptable payment application by the end of the second year following the year of commitment. The total contribution from the Funds shall be reduced by that amount.

9.5.4. Community payments

Payment on account

For the Structural Funds, the payment on account shall amount to 16% of the total allocation for the programming period for the operational programme concerned. After establishment of the commitment, the European Commission shall transfer the payment on account to a current account established for the “Rural Development and Multifunctional Agriculture” OP, which shall be owned by the Ministry of Finance or to a common account for all operational programmes. The receipt of the payment shall be recorded in the double-entry bookkeeping kept by the PA.

Pursuant to Article 35 (3) (f) of Council Regulation (EC) No. 1260/1999 of 21 June 1999, it shall not be possible to transfer finance between individual operational programmes without approval of the Monitoring Committee for the Community Support Framework and the European Commission.

Following the receipt of the payment on account, all the subsequent applications for financing from the EAGGF Guidance and from the FIFG (interim payments and payments of the final balance) shall be based on certified effected expenditure.

The Paying Authority shall use the payment on account to pay the Community contribution to expenditure relating to the assistance from the EAGGF, Guidance section.

If no  application for interim payment is sent to the European Commission within 18 months of its decision to grant a payment on account, all or part of the payment on account shall be repaid to the European Commission.

Interim payments

The Paying Authority shall apply to the European Commission for a replenishment of the balance on its account for the Agriculture OP/for Operational Programmes
 three times a year. The last application for an interim payment in a calendar year shall be presented to the European Commission no later than 31 October.

The Paying Authority shall send the application for an interim payment after the certification of effected expenditure pursuant to Article 9 of Commission Regulation 438/2001.

Interim payments shall be paid by the European Commission following the receipt of  applications for payment that are based on certified effected expenditure. The European Commission shall transfer the finance applied for to the appropriate current account within two months of the receipt of application.

After the receipt of the payment, the Paying Authority shall inform the Managing Authority for the “Rural Development and Multifunctional Agriculture” OP that the finance for the “Rural Development and Multifunctional Agriculture” OP is available on the account.

The combined total of the payment on account and the interim payments shall not exceed 95% of the total EU allocation for the OP or single programming document concerned. The PA shall check that the accumulated sum of the requested finance does not exceed this ceiling.

Payment of the final balance

The final balance may be paid, provided the following conditions are met:

1) the PA submits to the European Commission a certified statement of expenditure actually paid
 within six months of the deadline for payment;

2) the PA submits to the European Commission the Managing Authority‘s final implementation report on the Agriculture OP and the European Commission approved it;

3) When the assistance is wound up, the PA shall submit to the European Commission a declaration drawn up by Financial control department in the public administration of the Ministry of Finance.

9.5.5. Payments in the Czech Republic

The Paying Authority shall ensure that final beneficiaries receive payments without undue delay. No deduction or further specific charge, which would reduce the amounts of the payments, shall be made.

Throughout the lifetime of assistance, the paying authority shall use the payment on account to pay the Community contribution to expenditure relating to this assistance. Any interest earned on the payment on account shall be allocated by the Paying Authority  for the implementation of the Agriculture OP.
Interim payments and payments of the balance shall relate to expenditure actually paid out as certified by the Paying Authority, which must correspond to payments effected by the final beneficiaries, supported by receipted invoices or accounting documents of equivalent probative value.
As a matter of principle, advance payments to finance a project under the Agriculture OP are not granted to final beneficiaries before the commencement of work
.

Use of currencies

The funding from the European Commission transferred to an appropriate account of the Paying Authority shall be converted from EUR to CZK on the day of transfer to the account of Paying Unit. Funding is transferred in CZK to Paying Unit account, from which the Paying Unit shall execute payments to final beneficiaries.

The convert the amounts from EUR to the Czech currency, the Paying Authority shall use the CNB buying rate applicable on the day of the conversion. Any exchange rate losses shall be covered from the state budget. For the purposes of reporting to the European Commission, an administrative exchange rate of the European Commission shall be used applying in the month, in which the conversion took place.

The role of the Paying Unit

The Paying Unit for the Agriculture OP is the department established within organizational structure of the Paying Agency (PA).

It shall have the following responsibilities: 

· to conclude agreements on the delegation of powers with the PA, 

· to receive applications for payments to final beneficiaries, within ex-ante check of applications shall:

· carry out formal review of the applications for payment,

· check the conformity of the applications with the financial plan; if it finds that the plan has been exceeded, the transfer shall not take place and this fact shall be notified to the Managing Authority of the Agriculture OP,

· review of required documents submitted by the Managing Authority

· to apply to the Paying Authority for the transfer of finance to the Paying Unit’s account,

· to execute transfers of finance to final beneficiaries within 5 working days following the receipt of funds from the Paying Authority and to inform the appropriate Managing Authority of these transfers

· to send summary reports on the expenditure paid out to the Paying Authority and to the Monitoring System for Structural Funds,

· to keep accounting evidence (based on double-entry bookkeeping) of all the transactions at its level,

· co-operates with PA in the process of certification of expenditure effected,

· produces monthly reports on ineligibly and wrongly paid amounts and presents them to the Financial Control Department in the public administration of MF and to the Paying Authority,

· to comply with the rules of the internal audit system.

The role of final beneficiaries

In the field of financial flows, a final beneficiary shall be responsible for:

a) preparing a financial plan

b) checking and paying checked invoices to suppliers

c) functioning separated project accounting system pursuant to Act No. 563/1991 Coll. on accounting, as amended,

d) internal financial control and for providing for an independent annual audit of the organisation

e)  in the case that a change in comparison to declared and contracted conditions during the project implementation occurs, the beneficiary shall submit a report about this situation to PA.
It shall be the responsibility of final beneficiaries that the proposed and implemented project expenditure is eligible and that the contracts concluded with the PA are complied with during project implementation.

When submitting their claims for payment, the final beneficiaries shall supply evidence that the expenditure indicated complies with the project conditions laid down in the contract on the grating of aid. All payment claims shall be supported by supported by receipted invoices or accounting documents of equivalent probative value.
Final beneficiaries shall keep project documentation providing sufficient audit trail for audits focusing on financial flows pursuant to Article 7 of Commission Regulation (EC) No. 438/2001.

Final beneficiaries shall at any time allow access to project documentation for the purposes of inspections carried out by authorised persons or bodies. The documentation shall be archived in accordance with applicable laws.

9.5.6. Monitoring of irregularities and corrections

Finance provided from the EAGGF Guidance section shall be returned to the EU budget in the event that:

1. it has not been used. 

Finance shall be considered unused if no payment application is sent to the Commission within 18 months of its decision to grant contribution from the EAGGF, Guidance Section or the FIFG. Any interest earned shall be allocated by the Paying Authority to the “Multifunctional Agriculture and Rural Development” OP.

2. it has been granted in contradiction with the laws or concluded contracts or agreements.

The Paying Authority shall repay the unused or unduly used finance by:

1. subtracting the corresponding amount from the next certified statement of expenditure or

2. if the whole amount to be repaid is not covered by point 1, by repaying the difference.

Any unduly used finance that was granted under the “Multifunctional Agriculture and Rural Development” OP shall be recovered by revenue authorities.

The Paying Authority shall keep records of the amounts repaid to EU budget (pursuant to point 1 or 2) and of the amounts to be repaid.

The PA shall draw up an annual report on the amounts to be repaid as of the date of the drafting of the report. This report shall be annexed to the fourth quarterly report that is sent to the European Commission pursuant to Commission Regulation No. 1681/1994.

9.5.7. Double-entry bookkeeping

The Paying Authority, the paying unit or the managing authority shall keep double-entry bookkeeping or analytical accounting based on double-entry bookkeeping encompassing all operations that took place in the course of project implementation. It must provide accounting and other data pursuant to the agreement on the granting of aid.

The accounting shall be kept in an electronic form as much as possible. Accounting records shall be sufficiently protected against abuse. This provision shall apply to electronic as well as written documents.

At a written request of the European Commission to submit accounting records, each entity shall submit to the European Commission all requested records within 10 working days of the day of receipt of the request or within the deadline set by the European Commission.

The accounting shall be kept in conformity with Act No. 563/1991 Coll. on accounting, as amended.

9.5.8. Payment contacts with the bank (operations with bank account)

The Paying Authority shall conclude a current account contract with the CNB. The competent Deputy Minister of Agriculture shall appoint the persons with the right of disposal with respect to the Paying Unit’s account. A statutory representative of the Ministry of Agriculture shall approve the specimen signature.

The Paying Authority shall conclude a contract with the Paying Unit, in which the Paying Authority shall undertake to transfer finance to the Paying Unit’s account at set intervals based on expenditure effected by beneficiaries. 

After Paying Unit sends to the Paying Authority the application for the transfer of finance, the Paying Authority shall transfer the corresponding amount to the Paying Unit’s account.

Payments to final beneficiaries shall be transferred only to the bank account that is specified in the respective contract between the PA and the final beneficiary. Cash payments or cheques shall not be admissible. The payments made by the Paying Authority through Paying Unit shall as a principle be in Czech currency.

Operations with accounts are possible on the basis of double signature principle.

Interest earned on current accounts must be used to finance the Agriculture OP.

9.6 Financial control 

9.6.1 General provisions on financial control

In the framework of the Agriculture OP, financial control shall be carried out pursuant to Article 38 of Council Regulation (EC) No. 1260/1999, Commission Regulation (EC) No. 438/2001 and applicable national regulations, i.e. pursuant to Act No. 320/2001 Coll. on financial control in public administration; the Methodology for financial flows and control of the Structural Funds and the Cohesion Fund as adopted by the Government of the Czech Republic and partly pursuant to a manual issued by the Ministry of Finance. Audits shall be carried out pursuant to the standards of the International Organisation of Supreme Audit Institutions (INTOSAI) and the international Standards for internal audit practise (IIA).

9.6.2 Internal management and control system for the OP

The Paying Authority, the paying unit and the Managing Authority shall set up management and control systems (management control pursuant to Articles 25 to 27 of Act 320/2001) capable of identifying administrative, system and deliberate errors and preventing their occurrence.

The internal control system of the “Multifunctional Agriculture and Rural Development” OP shall meet the following general requirements:

a) at each level of management, a manual shall be available in the form of managed documentation containing detailed desk instructions for the executed activities.

b) proper functioning of internal management and control mechanisms shall be the subject of an audit.

9.6.3  Financial control at the level of the Ministry of Finance

The Ministry of Finance as a central state administration authority for financial control shall, in accordance with Articles 3 and 7 of Act No. 320/2001 Coll. on financial control, provide methodological guidance and co-ordination in relation to the execution of financial control within the OP. Commission Regulation No. 438/2001 shall serve as a basis for the issuance of a methodological guideline consulted with appropriate Commission services.

The Ministry of Finance shall:

a) fulfil the control functions of a paying authority in relation to the paying unit of the Ministry of Agriculture for the OP and the Managing Authority of the “Multifunctional Agriculture and Rural Development” OP in order to monitor the correctness of functions of individual Managing Authority’s divisions and to assess the existing management and control systems;

b) submit regular reports to the Commission pursuant to Articles 5, 6, 8 and 13 of Commission Regulation No. 438/2001 (especially information on the organisation of the managing and paying authority and intermediate bodies, checks of their managing and control systems, execution and results of random on-the-spot checks on a sample of projects from the previous year);

c) assess execution of payment in conformity with Article 9 of Commission Regulation No. 438/2001 (shall satisfy itself that the expenditure actually effected by final beneficiaries complies with EU requirements) before sending application for payment within the Agriculture OP;

d) provide methodological guidance and shall co-ordinate the work of a division established within the organisational structure of the Managing Authority and shall carry out random on-the-spot checks of projects (specific control activity carried out pursuant to Articles 10-12 of Commission Regulation (EC) No. 438/2001);

e) issue declarations on winding-up of the financial assistance associated with the implementation of the OP based on Articles 15-17 and Annex to Commission Regulation (EC) No. 438/2001.

9.6.4. Financial control at the level of the Managing Authority (the Ministry of Agriculture)

The Managing Authority has a final and overall responsibility for the Agriculture OP for the correctness of a factual utilization the provided financial aid in accordance with the EU rules, therefore even the responsibility for the execution of financial control (in conformity with Article 8 of Act No. 320/2001 Coll. on financial control) and for compliance with the rules of internal control system at all levels of the management. Ex-ante, interim and ex-post checks shall encompass physical and financial checking of individual projects either on-the-spot or with the entities that are obliged to keep original documentation on technical procedures and expenditure. 

The Managing Authority Department for the Agriculture OP shall be within its competence and in compliance with the delegated activities responsible for:

a) assessing the claims for reimbursement submitted by final beneficiaries (the assessment shall include in particular a verification of conformity with set project objectives and financial plan, conformity with EU policies, assessment of the eligibility of expenditure, etc.)

b) checking the physical implementation of projects (in accordance with Article 4 of Commission Regulation (EC) No. 438/2001) in order to be able to verify that the co-financed products and services have been supplied and that the expenditure claimed has been actually effected and is in conformity with the conditions of the contract on financing (or amendments proposed to remove any discrepancies),

c) issuing a certificate of effected work,

d) submitting of a list of applications for payments with copies of certificates of effected work 

e) meeting the conditions of Article 7 of Commission Regulation (EC) No. 438/2001 which lays down that the management and control system of the Agriculture OP (at all its levels) shall provide for a sufficient audit trail focusing on financial flows and control,

f) co-operating with the Paying Authority in the discharge of Member State‘s information obligations pursuant to Articles 5, 6, 8 and 13 of Commission Regulation (EC) No. 438/2001

g) submitting all amendments in written procedures to the Paying Authority for authorisation.

The Internal Audit and Supervision Department  the Ministry of Agriculture is responsible for the activities carried out within the organizational structure of the Ministry of Agriculture and in accordance with the Article 10 of the Commission Regulation (EC) No 438/2001:

a) carrying out the random on-the-spot checks for a sample of projects covering at least 5% of total eligible expenditure in compliance with the Article 10 of the Commission Regulation (EC) No 438/2001

b) auditing the internal management and control system within the Managing Authority Department for the Agriculture OP, within the paying unit and within the Agricultural Paying Agency.

These controls shall be carried out by two separate organizational units which are each other independent. The department shall be also organizationally separate from the units participating in implementation and those carrying out payments.

9.6.5  Audits by the Supreme Audit Authority

The Supreme Audit Authority (SAA) is authorised to carry out independent audits in conformity with the provisions of Act No. 166/1993 Coll. on the SAA.

9.6.6  
Control activities carried out by the bodies of the European Commission and by the European Court of Auditors

Pursuant to Article 38 (2) of Council Regulation (EC) No. 1260/1999, the Commission may carry out on-the-spot checks including sample checks on the projects financed by the Structural Funds and on management systems. The execution of these checks shall be subject to at least one day‘s notice.

Furthermore, pursuant to Article 38 (2) of Council Regulation (EC) No. 1260/1999, the Commission may require a Member State to carry out an on-the-spot check to verify the correctness of one or more transactions. Commission officials may take part in such checks.

The European Court of Auditors carries out separate and independent audits in accordance with its competencies.

9.7. Information and publicity

9.7.1 General tasks 

In accordance with Article 46 of Council Regulation (EC) No. 1260/1999 of 21 June 1999 and Commission Regulation (EC) No. 1159/2000 of 30 May 2000, the Managing Authority shall be responsible for publicity and dissemination of information about the Agriculture OP.

The objective in the field of publicity is

1. to inform the public of the role of the Agriculture OP and to promote the publicity of its individual measures so that the Agriculture OP could fulfil its role,

2. to inform the public about the role played by the Community in agriculture and rural development and about the assistance provided to this end and its results thus increasing the public awareness of the work of the European Union.

Target groups shall include

· regional and local authorities and other relevant public authorities,

· trade and professional bodies,

· economic and social partners,

· non-government organisations, especially the bodies promoting equality between men and women and the bodies working in the field of environmental protection and improvement,

· farmers and processors,

· Agricultural Agencies, Regional Offices of the SAPARD Agency,

· state institutions in the field of agriculture and food,

· Agrarian Chamber of the Czech Republic, 

· regional and local governments, Union of Towns and Villages

· universities and research institutes

· information media, radio, television, newspapers and magazines.

The information provided shall be such so that individual target groups for which it is designed could obtain accurate, clear and up-to-date information about the Agriculture OP so that they could within the Agriculture OP fully use the opportunities offered by this Programme. This information shall emphasise the purpose of the programme, the role of the European Union and the compliance with all laws related to the Agriculture OP.

9.7.2 Tasks of Managing Authority

The Managing Authority shall prepare a communication plan as an integral part of the programme complement and shall make sure that the publicity measures for the Agriculture OP are described in the annual implementation reports and in the final implementation report. In accordance with the need to inform about the opportunities afforded by the “Rural Development and Multifunctional Agriculture” OP, detailed rules for participation in the Agriculture OP shall be prepared. These rules shall contain all requirements concerning the completion of forms and supporting documentation, information on the Programme’s management, provisions of the contract on co-financing from public sources, minimum and maximum size of projects, amount of possible contribution from EU and other public sources, key criteria for project assessment and scoring, definition of eligible expenditure, requirements concerning conformity with EU policy, especially in the fields of equal opportunity, competition, public aid, etc.

The MoA department designated to discharge the function of the Managing Authority shall be charged with information dissemination and with publicity actions, for the organisation of which it shall be responsible.

The MoA department designated to discharge the function of the Managing Authority shall provide for the publicity of the “Rural Development and Multifunctional Agriculture” OP at a national as well as regional level and shall provide for the co-ordination of actions at the national and regional level.

At the regional level, publicity shall concentrate on the informing of potential applicants, regional institutions and organisations, towns and villages in regions.

9.7.3 Tasks of the Monitoring Committee

The Monitoring Committee of the Agriculture OP shall adequately provide for informing about its work and shall also inform about the progress achieved in the implementation of assistance in the areas, for which it bears responsibility (decision making pursuant to Article 35 of Council Regulation (EC) No. 1260/1999 of 21 June 1999. 

9.7.4.  Chart of financial flows for the “Rural Development and Multifunctional Agriculture” OP

Applications for payments                              Flows of finance from/to 

                                                 the European Union
                                                                     (EAGGF-Guidance+FIFG)

 
        





 












10. list of abbreviations
	Abbreviation
	Meaning

	a.s.
	joint stock company

	Agriculture OP
	Operational Programme of the Ministry of Agriculture

	PA
	Paying Agency

	AWU
	Annual work unit 

	BAT
	Best Available Technologies

	BPEJ
	a system for assessing soil productivity based on soil and ecological conditions

	BSE
	bovine spongiform encephalopathy

	CAP
	Common Agricultural Policy

	CEFTA
	Central European Free Trade Agreement

	CF
	Cohesion Fund 

	CNB
	Czech National Bank

	Coll.
	Collection of Laws of the Czech Republic

	CPI
	Consumer Price Index 

	CR
	Czech Republic

	CSF
	Community Support Framework

	CSO
	Czech Statistical Office

	EAGGF
	European Agricultural Guidance and Guarantee Fund

	EC
	European Community 

	EEC
	European Economic Community 

	EIB
	European Investment Bank

	ERDF
	European Regional Development Fund

	ESF
	European Social Fund 

	EU 
	European Union

	FIFG
	Financial Instrument for Fisheries Guidance

	GDP
	Gross Domestic Product

	GJ
	giga joule

	ha
	hectare

	HRDP
	Horizontal Rural Development Plan 

	IACS
	Integrated Administration and Control System

	IPPC
	Integrated Pollution Prevention and Control

	ISPA
	Instrument for Structural Policies for Pre-Accession

	kg
	kilogram

	LAG
	Local Action Group

	LEADER+
	Liaison Entre Actions de Developpement de l´Economie Rurale    (Community Initiative for rural development)

	LFA
	less favoured areas 

	MA
	Managing Authority

	MA for OP
	Managing Authority Department for the Agriculture OP

	MF
	Ministry of Finance of the Czech Republic

	MoA
	Ministry of Agriculture of the Czech Republic

	MoE
	Ministry of the Environment of the Czech Republic

	MRD
	Ministry for Regional Development of the Czech Republic

	MTC
	Ministry of Transport and Communication of the Czech Republic

	MW
	mega watt

	NDP
	National Development Plan

	NMC
	National Monitoring Committee

	NPK
	combined fertiliser nitrogen-phosphorus-potassium

	NUTS
	Nomenclature of Territorial Statistical Units

	OECD
	Organisation for Economic Co-operation and Development

	OP
	Operational Programme 

	p.n.
	pure nutrients

	p.n./ha
	pure nutrients per hectare

	PA
	Paying Authority 

	Phare CBC
	Poland and Hungary: Action for the restructuring of the economy - Cross Border Co-operation 

	RDP
	Regional Development Plan

	s.r.o.
	limited liability company

	SAIF
	State Agricultural Intervention Fund

	SAPARD
	Special Pre-Accession Programme for Agriculture and Rural Development

	SEA
	Strategic Environmental Assessment 

	sector of agriculture
	includes agriculture, forestry, water management, food industry and rural areas

	SF
	Structural Funds

	SGFFF
	Support and Guarantee Fund for Farmers and Forestry

	SMRF
	State Market Regulation Fund

	SPD
	Single Programming Document 

	SWOT
	Strengths, Weaknesses, Opportunities and Threats - Analysis

	t
	tonne

	TSES
	Territorial System of Ecological Stability

	ÚZPI
	Institute of Agriculture and Food Information

	WTO
	World Trade Organisation


Paying Authority





Submits to the Commission applications for payments and documents on financial correctness


Certifies applications for payments for the Commission (for final payments this is done by the Control Section of the MF)











European Commission 


Receives applications for payment from the Paying Authority





Makes payments from the EAGGF-Guidance and the FIFG in the form of payments on account, interim payments and final balance payments (after requirements are met) to an account of the Paying Authority


Receives from the Paying Authority the unused and unduly used finance





PA – Paying Unit 





Receives draft statements of expenditure, carries out administrative checks and submits them to the Paying Authority








Paying Authority


Opens an account for the OP at the CNB, receives finance from the Commission and transfers finance to the account of the PA Paying Unit





Returns unused and unduly used finance to the EU budget





Managing Authority Dept.


Checks and certifies the correctness of the statements of expenditure and submits it to the PA - Paying Unit








PA – Implementation Unit





Head Office





Supervision over the work of Regional Offices 








Preparation of draft statements of expenditure for the Paying Unit








Regional Offices


Receipt of payment applications from final beneficiaries, their checking and preparation of draft certificates of effected work





PA – Paying Unit





Receives finance in EUR from the Paying Authority and when transferring finance to the accounts of final beneficiaries makes a conversion to CZK and transfers CZK to final beneficiaries





Final beneficiaries





Manage projects and contracts related to project implementation





Submit applications for payments to PA Regional Offices





Receive payments from the EAGGF-Guidance and the FIFG to their accounts from the Paying Unit








� 	Net added value per annual work unit (AWU) is a synthetic indicator of labour productivity. According to this indicator, labour productivity was higher for PPO than for PFO.  For the establishments of legal persons and to certain extent for those of natural persons labour productivity has been rising with the better conditions for farming.





� nearly completed cases are considered those on which the major part of required estate has been already decreed


� Information on the employment of foreigners by sectors of national economy is not available.


� Agrocenzus 1995, 2000


� workers of a higher age prevail


� BPEJ – a system for assessing soil productivity based on soil and ecological conditions. �The productivity is expressed by an index ranging from 6 to 100 points. The lowest value applies to soil on highly sloping ground (over 30o) in very unfavourable climatic conditions covered by grass. The highest value of 100 points is reserved for chernozems on loess, medium heavy, deeper than �60 cm, with a favourable water regime, in a warm, slightly wet climate, lying in a plain.


�Pursuant to Government Decree No. 86/2001 Coll. laying down the conditions for the granting of financial aid for putting land into set-aside and financial compensations for putting land into set-aside and principles for the selling of oilseed rape grown on set-aside land, as amended.


� Comprehensive project documentation has been drawn up.


� 	For simplification, it is assumed that each Czech crown of support allocated for instance to farms is really received by farms. However, it is obvious that for most supports this is not the case and that due to actual market relations, failures of institutions and other reasons, a part of these supports is allocated also to other beneficiaries (in particular land owners, input suppliers, including banks as well as processing or trading companies).


� The supports provided pursuant to Article 46 of the Forest Act No. 289/1995 Coll are granted based on an application. As regards the supports defined in the following articles of the Forest Act, there is a legal entitlement to these based on the Act.


� The OECD method of territorial classification of rural areas used in the EU (EUROSTAT) is based on two hierarchical levels of territorial units: local level (rural community – NUTS 5) with rural community being that with a population density of less than 100 inhabitants/km2 and regional level (rural areas – NUTS 3, NUTS 4) with the rural region being a functional, administrative region classified by the degree of rurality. The degree of rurality is expressed by the share of a region‘s population living in rural communities (“predominantly rural region” is the one with over 50% of �the population living in rural communities and “significantly rural region” is a region with 15- 50% of the population living in rural communities).


� Source: Small encyclopaedia of municipalities in the CR 2001, CSO 2001 (the source took the data on population from preliminary results of the Census of persons, houses and flats as of 1 March 2001, CSO 2001).


�This regional level was used for a more detailed illustration of the problems of rural areas.


� Item B 2-1 Structural Funds


� Article 32(7) of Council Regulation 1260/99.


� Article 32(2) of Council Regulation No. 1260/99.


� Accounts of the Paying Authority and Paying Units shall be at CNB and shall be owned by MoF


� Article 32(4) of Council Regulation 1260/99.


� Final certificate of expenditure.


� Methodology of Financial Flows and Control of the Structural Funds and the Cohesion Fund.
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