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Executive Summary

Pursuant to the EU Commission’s proposals, Latvia as an associated country of the European Union will have access to financial support for structural reforms in agriculture and rural development starting from the year 2000. SAPARD funding is envisaged to be operational from 2000 up to 2006. Joining the EU before the year 2006, Latvia may continue structural adjustments of economy receiving support from the EU Structural Funds.

In order to benefit from the SAPARD programme this planning document is being elaborated under the guidance of Ministry of Agriculture. Elaboration of this plan is supervised by the inter-ministerial SAPARD working group, comprising representatives from the Ministries of Agriculture, Finance, Economy, Environmental Protection and Regional Development, Education and Science, Welfare, the European Integration Bureau, International Support Co-ordination Office and the Union of local self-governments of Latvia. 

The objectives of this plan are:

· To promote an increase of farm income and to reduce production costs by modernisation of agricultural machinery, equipment and buildings,

· To support a diversification of the rural economy, thus reducing out-migration from countryside to towns,

· To promote the adoption of EU quality and hygiene standards both at farm and processing levels,

· To preserve the countryside and maintain landscape,

· To approximate Latvian legislation to that of the EU in the field of agricultural and rural structural adjustments.

On the basis of a questionnaire distributed to local social partners in 26 districts
 and consequent decisions of the SAPARD inter-ministerial working group, the following measures have been included in the plan:

· Measure 1.1 Modernisation of agricultural machinery, equipment and construction,

· Measure 1.2. Afforestation of agricultural Land,

· Measure 1.3 Land reparcelling ,

· Priority 2: Improvement of agricultural and fishery product processing and marketing,

· Priority 3: Development and diversification of economic activities providing alternative income,

· General Rural Infrastructure Development,

· Modernisation and reconstruction of hydrotechnic equipment in polders,

· Environmentally Friendly Agricultural Methods.

The Vast majority of beneficiaries of the SAPARD programme shall be farmers, agricultural enterprises, rural entrepreneurs and processing enterprises of agricultural products.

SAPARD Monitoring Committee, Ministry of Agriculture and Rural Structural Programmes Agency will administer the programme at national level. Regional agricultural departments of the Ministry of Agriculture and Regional Partnership councils will be responsible for eligibility checks, project assessment, as well as secretariat and technical functions at local level.

Preface

This programme has been drawn up on the basis of the Rural Development Plan for Latvia presented to the Commission by the Government of Latvia on …………….. 1999.

The document has been prepared in close collaboration between the Commission, Latvia and the competent authorities and bodies and the economic and social partners at the appropriate level. The programme is the subject of the Commission’s approval referred to in Article 4(5) of the Council Regulation (EC) No 1268/1999
 and in accordance with the procedure laid down in Article 49 of the Council Regulation (EC) No 1257/1999
.

Programme was designed in accordance to Council Regulation (EC) No 622/98 on assistance to the applicant countries in the framework of the pre-accession strategy.

The drawing-up of the present Programme, the implementation and the follow-up mechanisms should comply with the specific Structural Fund rules and thus facilitate the transfer of the acquis communautaire. This means that, unless otherwise stated in this document, the programme will be implemented, monitored and evaluated in accordance with the rules and procedures laid down in the Council Regulations (EC) No 1268/19992, 1257/19993, 1258/1999
 and 1260/99
.

Ministry of Agriculture of Latvia has overall responsibility for this plan.

1. General overview


Geographical Situation

Latvia is situated in Northern Europe on the Southeast coast of the Baltic Sea. The total land border length is 1 400 km, but the coastal length is 500 km.  Latvia borders Estonia in the North, Lithuania and Byelorussia in the South and Russia in the East.

The total territory amounts to 64 582 km2. The North-South length is 210 km and the West-East width is 450 km.

Population

In the beginning of 1998 there were 2.46 million inhabitants in Latvia- of which 70% lived in urban areas and 30% in rural areas.

Since 1991 the rate of natural increase of population in Latvia has been negative. This is not only faster than the rate of decline in EU countries, but also in Eastern and Central European countries which are also experiencing relatively large negative rates of natural increase.

As a result of a low birth rate over many years, the demographic load is high. The data for 1997 show that per every 1000 inhabitants within the active working age group there were 726 persons under and above the working age.

 In the beginning of 1998 only 55.5% of population were ethnic Latvians. As a proportion of the principal nationality in the total population, this is the lowest, not only in the EU, where the proportion ranges from 90% to 99%, but also in Central and Eastern Europe countries.

The average density of population is 38.1 people per km2, which is similar to Ireland, where the average density is 50 people per km2, but lagging far behind the average for the EU which is 115 people per km2. The density of population is especially low in areas situated far from the capital. For example, in Ventspils district it is 5.7, in Aluksne district, 12.1 and in Balvi district, 13.2 people per km2. 

30% of the population lived in rural areas
 in 1998. Rural territories amounted to 93% of the entire territory of Latvia.

Territorial Organisation

 The Latvian Constitution (Satversme) declares that in accordance with of international agreements Latvia is divided into the regions of Vidzeme, Latgale, Kurzeme and Zemgale (see Figure 1). For administrative purposes, Latvia has been subdivided in 26 districts (see Figure 2) and seven of the largest or republic cities. The local authorities comprise 70 municipalities (including the seven republican cities - Riga, Jurmala, Ventspils, Liepaja, Rezekne, Jelgava and Daugavpils) and 483 pagast authorities which are in rural areas. The authorities in the 26 districts have been formed as co-operation boards including representatives from both the municipalities and the pagasts in their areas.

The division into districts and pagasts coincides mainly with the territorial subdivision used in soviet times. However, the objective of the present proposals for administrative reform, which it is envisaged will be completed by 2004, is to form larger administrative units which would promote economic development and optimise the delivery of services to the population. In accordance with the Law on Administrative-Territorial planning, in force since October 21, 1998, there will be authorities at two levels: regional authorities and local authorities (in areas, cities and pagasts).  

Figure 1  the Historical Territorial Subdivision of Latvia into Regions
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Figure 2 the Territorial Subdivision of Latvia into Districts
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Political system

The Saeima (Parliament) is the highest political power in the country. Members are, elected in general elections by all citizens who have reached 18 years of age, according to the principle of proportional representation and voting for party lists. The Saeima consists of 100 deputies. The President, elected by the Saeima, nominates the President of Ministers, who forms a cabinet to be approved by the Saeima.  Despite the 5% barrier to be overcome by any party to get represented in the Saeima, governments formed since 1991 have usually been multi-party coalition governments. After the latest general elections in 1998, 6 parties entered the Saeima. 

Soon after the presidential elections new government was formed by three right / centre wing parties - Peoples’ Party, “Latvijas Cels”, “Tevzemei UN Brivibai / LNNK” on the basis of declaration signed on July 15, 1999. There is considerable cuts-off of minister's posts in the new Cabinet of Ministers. Currently the Cabinet consists of 15 ministers, whereas People's Party representative is holding the post of minister of agriculture.

Non-governmental Organisations

Judging by the analysis of the territorial distribution of non-governmental organisations (NGO's) carried out in 1997, 71.8% of them are located in Riga. During the last one and a half years, however, the number of NGO's registered outside Riga has grown considerably and currently contributes 60% of all such organisations.  The reasons for this shift is the special support of the Non Governmental Organisation Centre and the support provided by donor-organisations to NGO's located in rural areas.

The main fields of activity of NGO’s in Latvia are social work, promotion of education, culture, leisure activities, as well as protection of environment, interests and legal rights. Co-operation with state institutions, especially local self-governments is an important role for NGO’s and is more active in rural areas than in Riga.

NGO's started to develop in end of the 1980s. At present according to various estimates around 10% of the population is involved in NGO’s.

National Economy Development

GDP

In 1997 GDP of the Latvian economy rose by 6.5%, a very rapid rate of increase which was the third best in Central and Eastern Europe after Estonia (11.4%) and Poland (6.9%). Remarkably, for the first time since the transition period increases were recorded in almost all sectors of economy in 1997.

However, as a result of the crisis in Russia, the estimated growth rate of GDP slowed down to 3.8% in 1998 and is forecast to be around 4% in 1999. However, in the period to 2003 it is expected that growth of GDP will be between 5% and 6.3% (Joint Assessment of the Economic Policy Priorities of Latvia, Republic of Latvia and European Commission, February 1999).
Comparing to EU and associated countries, Latvia has one of the lowest levels of GDP per capita. As calculated on the basis of purchasing power parities, Latvia per capita GDP was just 27% of the EU average
. 

The low per capital GDP in Latvia emphasises the importance of attaining very high rates of annual increase if Latvia is to achieve the EU average within the foreseeable future. 

Prices and inflation

The stabilisation of prices in Latvia has been indisputably successful, bearing in minding that before the beginning of economic reforms the prices of goods and services did not correspond to the correlation of demand and supply. 

After the hyperinflation experienced in 1992 (958.6%), the rate of increase in prices in Latvia has fallen to 8.4%. This was lower than in the other Baltic countries as well as Hungary and Poland.  In 1998 it fell further to 4.7%. This has been achieved due to a strict monetary policy.

Forecasts show that inflation at 4.3% could remain higher than in the developed countries in 1999, largely because the liberation of administratively regulated prices would lead to an increase in prices of water supply, gas, electricity, transport and housing.

Balance of payments and the foreign trade turnover

The total payment balance in Latvia in 1997 was positive at 1.2% of GDP. This is due to foreign capital inflow which more than offset the current account deficit of 6.3% of GDP. This consisted of a high trade deficit equal to 15.4% of GDP, partly compensated by a positive balance in services.

Trade with countries of EU covers about half of the trade turnover.

The most significant item of exports is timber and timber products (about 39% of total exports), that are mostly exported to EU countries. Most imports (56%) are also coming from EU countries, the largest part being metalwork and engineering products. These account for 1/3 of the Latvian import structure.

According to forecasts the current account deficit (in percent of GDP) could fall from 10% in 1999 to 7% in 2003, due to an expected rise in exports of 8% per year and imports of 6% per year. 

Investments

During recent years the volume of investment has grown considerably, reaching almost 20% of GDP in 1997. This is substantial but it should be noted that in several EU applicant countries investment levels have been higher: 39% in Slovenia, 31% in the Czech Republic, and 26% in Estonia.

Increase of foreign direct investment in 1997 was promoted by the expansion of privatisation. The volume of investment rose by 489 MEUR to 1210 MEUR
.

Latvia occupies a stable position in the group of central and Eastern European countries in relation to foreign direct investment per capita. In June 1998 per capital investment in Latvia was 560 USD, which was much lower than in Hungary (2206 USD per capita) and Slovenia (1200 USD per capita), but higher than in Croatia, Slovakia and Lithuania which were countries actually enjoying better GDP data per capita.

EU investments take up more than 50% of the total amount, with investments from EFTA
 countries accounting for 10% of the total foreign investment. This distribution reflects the pattern of Latvia’s trade where the EU countries occupy about 55% of foreign trade.

Development of the monetary sector

The national currency, the Lat (LVL8), was introduced in June 1993.  Since February 1994 the Lat has been fixed to the SDR (1 SDR  = 0.7997 LVL). In order to maintain a fixed exchange rate, the currency in circulation is fully covered with the foreign currency and gold reserves, meaning that Latvia operates a quasi currency board system.

At the beginning of 1999 there were 27 commercial banks, 7 credit unions, one overseas’ bank department and one overseas’ bank representative office active in Latvia. Although the nominal interest rates have decreased, credit for the private sector is still low at about 10% of the GDP. 

 The average interest rates for the long-term loans disbursed in LVL have decreased from 36.8% in 1994 to 12.9% in 1998 and for short-term loans: rates have fallen from 52% in 1994 to 14.5% in 1998.

Fiscal Status of the Country 

Since the transition period the Government has implemented a strict fiscal policy, mobilising revenues and reducing expenditure. The budget deficit was reduced from 3.4% in 1995 to 1.8% of GDP in 1996. In1997 Latvia for the first time achieved a more than balanced budget with a fiscal surplus equal to 1.3% of GDP, which was the best among countries after Estonia which had a surplus equal to 2.2% of GDP.  The forecast is that in the period to 2003 there will be a small deficit equal to 0.5% of GDP

Welfare level of the population and employment

The economy activity of the last two years has promoted economic welfare in Latvia, but it is, nevertheless, rather low. According to the data of the household budget survey of the Central Statistical Bureau from 1997, about two thirds of the population live below the level of minimum subsistence. According to the Gini index
, which in 1997 was calculated for Latvia at the level of 0.31, there is an increasing tendency for inequality of income distribution.  The average gross payment for those employed in the national economy in 1997 was 207 USD per month while the net payment was 152 USD. The payment level is rising every year, but, due to inflation, the real income of employees does not increase proportionally with the rise in payment. The salary level in Latvia is significantly below salary levels in a number of Eastern and Central Europe countries like the Czech Republic, Croatia, Poland, Slovakia and Slovenia, but at the same time it is higher than in Bulgaria and Romania. In 1997 the gross salary of farming population was 69% and the net salary was 72% of the average salary level in country.

As a result of the restructuring of the economy and privatisation, the employment rate has decreased by 27.8% between 1990 and 1996. 
At the end of 1997 the unemployment level reached 7%, which is considerably lower that in the EU countries. During the last months of 1998, though, there was a more rapid increase of unemployment to 9.2% due to a fall in production in sectors, closely linked with the Russian market.

There is a rather evident territorial differentiation in unemployment in Latvia. The lowest unemployment level is in the central part of Latvia (3-7%), including the capital Riga, as well as in separate territorial units at the Western part of the country. The highest unemployment level is in the eastern part of the country. In Latgale rates of unemployment of 12% are recorded in the town of Rezekne and between 22% and 29% in the districts of Balvi, Kraslava, Preili, and Rezekne. This stresses the importance of the unemployment problem in rural areas.

2. Sectoral overview

Agricultural Sector

Share in the National Economy

Agriculture is one of the important sectors in the national economy, although its share in national production has been decreasing during the last years: from 21.3% in 1991 to 7.6% in 1997 (in nominal prices). This indicator is similar to the corresponding average of the associated countries, while it is still much higher than that in the EU countries, coming closest to that of Ireland (8%) (see Table 1). 

16.6 % of the whole labour force in Latvia were employed in agriculture in 1997, which is much lower than in Poland (26.7%), Romania (37.3%), Bulgaria (23.4%) or Lithuania (24.0%). In comparison with the EU countries (average 5.3%) Latvia is in the second position after Greece.

Labour productivity in the agricultural sector is very low. Measured by the added value per person employed in agriculture it is less than 10% of level in the EU countries. Out-dated machinery, old technologies, insufficient knowledge, small-scale farming are the main cause for this. 

Table 1. Macro economic indicators of agriculture, 1997


The share of agriculture in GDP (%)
Employed in agriculture (% of total labour force)

Denmark
4.1
5

Germany
1.1
3.3

Greece
14.9
20.4

Spain
3.1
9.2

Ireland
8
11.4

Italy
2.9
7.5

Netherlands
3.4
4

Portugal
2.3
11.6

Austria
1.5
7.3

Finland
4.1
7.7

Sweden
2.2
3.1

Luxembourg
0.9
1

EU 15 in average
1.7
5.1

Poland
6
26.7

Hungary
5.8
8.2

Check Republic
2.9
4.1

Slovenia
4.4
6.3

Estonia
8
9.2

Romania
19
37.3

Bulgaria
12.8
23.4

Slovakia
4.6
6

Lithuania
10.2
24

Latvia (1997)
7.6
16.6

CEEC – 10 (average)
7
22.5

During the last years agricultural production has been reducing mainly because of changes in market relations and forms of means of production as consequences of the political and economic reform in Latvia.   

Still at the beginning of the 1990s the volume of production was bigger than internal demand. For example supply exceeded demand for beef by 2 times, for pork  - 1.3 times, for poultry - 1.5 times, for dairy products - 1.4 times, for eggs  - 1.2 times. Currently the internal demand for grain, potato milk and eggs is being met. As the size of the labour force in agriculture has not been reduced by as much, falls in agricultural production have dramatically influenced the income of agricultural producers. 

According to the final product structure the main types of agricultural production are meat, dairy, and grain products in that order (See Table 2.) 

Table 2 The Production Structure of the agricultural products


Percentage at the final products (%)



1995
1996
1997
1998

1999


Crop production






incl. Cereals
2
14
13
9
8

        Potatoes
6
8
5
2
5

        Vegetables
11
8
7
5
5

Animal  production
74
64
68
73
61

incl. Milk
25
27
29
33
29

       Cattle
10
8
8
9
6

       Pigs
23
13
15
18
13

       Poultry and eggs
10
11
11
10
10

Income levels in agriculture

The income per person employed in agriculture has been decreasing since 1995. The important factor affecting income- has been the oscillating production volumes, influenced by the producer price, which have lately tended to sink lower, as well as the weather conditions. Also the changes in product prices and production expenses have been very disproportional. Consumption of inputs of materials grew by 24% in 1996 and by 10% in 1997, in comparison with the previous year. The quantity of production increased only 5% in 1996, but in 1997 it decreased by 1%. The expenses of production have been increasing with every year. As an example – tax rebates have been decreased, a unitary rate of income tax has been enforced and there is no more land tax rebate. 

Incomes from farming have been declining since the start of the transition. Since 1995 figures have been provided on a basis which is broadly comparable with EU agricultural statistics. This show that between 1995 and 1998 the value of gross output has fallen by 10% while the value of materials consumed has risen by 20%. This trend is caused by changes in the volume of production, partly influenced by the weather, and deterioration in the ratio of output prices to input prices. The result has been a decline of 28% in gross added value in agriculture. When allowance is made for subsidies (which have increased) and taxes, rents, interest charges (which have also increased), the net result is a fall in incomes from farming of about one-third in the period 1995-98. This is likely to continue in the present year and it is forecasted that there will be a fall in farm incomes of another 20%. It should be noted, however, that farms also benefit from forestry.

It is clear that if these trends continue, rural poverty and migration from rural to urban areas will increase. This analysis therefore shows the urgent importance of improving productivity on farms in Latvia and at the same time creating alternative employment in rural areas (See Table 3). 

Table 3 Economic accounts for agriculture
, 1995-1999, MEUR


1995
1996
1997
1998

1999


Final products of  crops 
101
144
128
90
99

Final products of livestock production
280
258
267
249
207

Total
381
402
396
339
306

Intermediate consumption 
135
168
185
163
153

Gross added value (market prices)
246
234
211
177
153

Subsidies, compensation
14
15
19
30
26

 The production related taxes
13
16
19
19
19

 Depreciation
33
42
43
45
44

Net added  value (expenses of the factors)
214
191
169
142
116

    Rent
0.2
0.3
0.5
0.8
0.8

    Interests of the credit
2.7
2.6
2.6
3.5
4.4

Income from  agricultural activities
211
188
166
138
111

Employed in agriculture, Thou
174
167
172
170
165

Income per employed in agriculture, EUR
1211
1124
965
810
674

Although having unfavourable demographic structure in the agricultural sector, there are no special conditions for retirement of farmers, i.e. they are covered by the same rules for the pension system.

Farm structure

The restructuring and privatisation of agriculture have engendered fundamental changes in the structure of Latvia’s farming sector. The institutional transformation of Latvian agriculture that started in 1990 had two main elements: a change in land tenure and ownership (land reform) and the redistribution of the non-land production assets of large, Soviet-era farms to private farmers.

In 1998 73.3% farms were with less than 15 ha land, 25.7% with 15.1 – 100.0 ha and 1% with more than 100 ha.   

Land reform

Land reform in Latvia started in 1990, at this time state farms and collective farms accounted for about 92 % of agricultural land use. The reform was designed to return land nationalised during the Soviet era to private hands – former owners and theirs heirs, current occupants of the land, and persons who wished to receive land and were not employed in agriculture. 

By 01.08.1999 there were 6.4 million ha or 98 % out of total registered in the State Land Cadastre. According to the State Land Service, registration of land holdings in the State Cadastre is completed. 

As to landowners by 01.01.1999 203 thou. are registered in the Land Book with the total land area of 216 thou. ha (33 % of total). The question of the legal register of land holdings is more complicated. There are delays in land titling, which are caused by a slow legal process in settling claims, absence of standardised land book registration procedures, inadequate staffing, and high fees for registration and titling. The registration system is being elaborated with the help of a Phare project “Technical assistance for land registration and privatisation in Latvia”. The delays in land titling seriously constrain land transactions. It also reflects the problems of getting land accepted as collateral for bank loans, which are badly needed to finance the modernisation of the farm sector.  

Farm ownership structure

The privatisation of non-land assets of collective and state farms was undertaken in two stages. Firstly, the legal status of collective and state farms was to be changed, secondly, their non-land assets were to be allocated to farmers and other entrepreneurs and the former collective farms liquidated. The 1995 amendment to the law on privatisation of corporate farms non-land assets helped the remaining corporate farms originating from collective farms to continue operating. During the privatisation period, individuals using privatised assets established some corporate farms. Now large-scale farming is playing a minor role in total agricultural production occupying 4 % of agricultural land. 

As a result of agrarian reform state collective farms and companies have been transformed into private farms and other enterprises (e.g. limited liability companies, share companies, co-operatives etc.). Data on dynamics in farm structures is revealed in Table 4. 

Table 4 Farm structures
 1996 - 1998, number of enterprises

No
Type
Number of enterprises
Proportion of enterprises by area of land, in per cent of total area



1996
1997
1998
1996
1997
1998

1.
Family farms 
94905
95167
97196
54.3
56.5
57.0

2.
Household plots 
156600
155691
153646
30.1
29.6
29.0

3.
Individual family plots
98582
51610
27794
3.5
2.4
2.5

4.
Specialised state companies
81
84
159
0,7
0,3
0,4

5.
Ltd. Companies
474
454
X
3.6
1.6
×

6.
Other used for agricultural production
631
1309
11905
7.8
9.6
11.1


TOTAL
351273
304315
290700
100
100
100

During agricultural land reform by way of establishment of new private farms and co-operatives 42% of newly reformed land consists of 2 - 15 small separate parcels with borders, which make it difficult to manage and cultivate the land. This is because of by way of returning the land to successors of the former owners of the land and their groups, parcels were spilt into smaller and therefore historic borders of land properties were often kept (See Table 5).

In average on farm is around 23.7 ha, household plot – 7.6 ha, whereas average specialised state farm is 90.4 ha.

Table 5 Number of farms by total land area and number of parcels

Farm area, ha
Average farm area, ha
Number of farms
Per cent of total area, %
Number of farms by number of parcels





1
2
>3

Less than 2.0
0.9
36 697
1
31 679
4 173
845

2.1- 5.0
3.6
37 052
4
25 414
8 020
3618

5.1- 10.0
7.4
41 632
10
24 082
11 236
6314

10.1- 20.0
14.6
48 113
23
24 146
14 371
9596

20.1- 50.0
30.2
38 814
39
15 882
12 190
10 742

More than 50.0
71.9
9 533
23
2 953
2 796
3784

Total
14.3
211841
100
124 156
52 786
34 899

In next decade significant decrease in number of farms is expected, which is supported by the recent experience in EU. To make farming efficient land parcels should be more compact and solid, for which certain prerequisites are required such as legislation on land purchase, sell, donation, heritage etc. in order to contribute to land consolidation.

The pilot project was started in 1997 in Garsene Municipality, Jekabpils region financed by the Danish Ministry of Food, Agricultural and Fisheries and supported by the Latvian Ministry of Agriculture. The overall objective of the project is to implement the experimental land consolidation. 

Farming structure 

Many farms are oriented towards food production for family needs. Although existing farms partly help to solve employment and social problems in rural areas, the competitiveness of many farms in future will be doubtful (See Table 6). 

Table 6 Numbers of farms by the number of livestock

Number of animals on farm 
Number 
In per cent 

Cattle
107 065
100

1-2
52 322
48.9

3-5
37 746
35.3

6-19
15 446
14.4

20-and more
1 551
1.4

Dairy cows
103 239
100

1-2
80 290
77.8

3-5
18 743
18.2

6-19
3 676
3.6

20 and more
530
0.5

Pigs
66 299
100

1-2
40 362
60.9

3-9
21 446
32.3

10-99
4 265
6.4

99 and more
226
0.3

Sows
10 982
100

1-2
8 831
80.4

3-4
1 298
11.8

5-9
501
4.6

10 and more 
352
3.2

Animal Production

From 1990 to 1997 the total herd has decreased by almost 70% and the current trend shows further reduction. The number of the cattle has decreased to 35% and pigs to 30% in comparison with 1990 (See Figure 3). 

Figure 3 Index of Latvian livestock numbers: 1990-97 (1990=100)
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In Latvia, as in some European countries, there is dual production structure: 1) commercial - for market, and 2) for farmers own consumption (practised by a large part of farmers in Latvia). In 1997 one third of the total herd was situated in farms with 1-5 heads of livestock. For example, 30% of pigs, 48% of cattle 70% of milking cows were located on such farms. The cattle farms in Latvia are one-tenth the size of cattle farms in the EU.

The low production volumes are disadvantageous both to the farmers, who are not able to produce at a sufficiently low product cost, and to the consumers, for the quality of products from such farms is low and inconsistent. And at the same time the processing enterprises are interested to sign contracts only with relatively large pig farms.

Crop production

In the same way as in animal production the production volume of crops has also reduced considerably due to planted area reductions. In the last years the productivity levels have grown a bit, but they are still lower than the EU average. For instance, in 1997 the average wheat productivity was 2.3 t per ha, which is one-third the level in EU countries.

The demand for the crop produce was affected by reductions in animal production. In 1997 only 62% of arable land was cultivated in comparison with 1990 as it was estimated that the growing of the specific forage crops and grains decreased because of less consumption for cattle feeding. 

Aspects Related to Agricultural Production

Description of Fixed Assets 

One of the reasons of low productivity of the agricultural production is the outdated machinery inherited by producers after the privatisation of collective farms. It was mostly produced in the former CIS countries. The average age of tractors owned by farmers is 16 years. 38% of all tractors have been in use for more than 15 years, but only 18% are new-to 5 years old.

 A large part of production facilities do not meet the current requirements too. Most part of the production buildings (60-65%) has been built 50-60 years ago. They are not only outdated, but also harmful to the environment and to their users, not meeting the requirements of working conditions. In many of the dairy facilities there is no closed-cycle milking equipment or equipment for microclimate regulation. Likewise, a proper preparation of feeding stuffs, distribution of feeding stuffs, manure handling and friendly-to environment storage is not possible in these facilities. Every other farm involved in livestock production has no storage facilities for forage and root crops. Only every third farm possesses a grain storage facility, and only every tenth farm has a machinery yard with a simple servicing equipment.

Climate and climate-related problems 

Latvia lies in the area with intensive movement of moist masses of air from the Atlantic Ocean to the continent. The country is crossed by 120-140 cyclones per year on the average, producing 170-200 days of precipitation. The level of precipitation is approximately 680 mm per year. The average evaporation is 450 mm and precipitation level exceeds the summary evaporation by 250 mm, but on especially wet years by even 500 mm, causing runoff. The water balance in terms of the yearly cross-section is highly varied. One observes intensive runoff in March, April, October, November, but moisture deficiency in June, July and August.

Short summers require early planting. Experience over long years shows that the drained fields can be cultivated and crops planted by 10-15 days earlier on the average than in the non - drained fields. On rainy autumns crops are occasionally lost on non-drained fields. Drainage in Latvia would be necessary for about 94% of the total agricultural land, which is a high index in comparison with other European countries. In Estonia the drainage would be necessary on 72%, in Lithuania on 60% of land, but in Germany on only 31% of agricultural land.

Besides the excess moisture, there are certain regions of more than 100 000 ha of agricultural land subject to flooding. This land can be put to use only after building a polder system. Currently there have been 45 polders built and the drainage regime can be regulated only on about 45 000 ha.

Alongside with the above properties, water erosion is another characteristic of Latvia - the soil loss due to snow waters running down the slopes. Although the land relief is mostly even, about 43% of the territory is covered with hillocks. Due to that 18.5% of crop fields are subject to erosion. Due to the low and steep (mostly sized 1-3 ha) hillocks with wet hollows in between the cadastral evaluation of land in the above areas is below the country’s average by 20-30% and half as much as in the regions of more favourable conditions. The regulation of surface water runoff is necessary in these hilly areas and micro-hollows.

The chief type of drainage in Latvia is pipe drainage. It was started to be applied in 1850, which is considerably earlier than in many European countries. Up to now drainage systems have been set up in a total area of 1.6 million ha, taking up about 60% of all agricultural land. The construction of new hydro-technique facilities is not practised any more for the lack of funds. Certain efforts are made at this stage though, to maintain and update the existing reclamation systems. At this point more than 300 000 ha of the reclaimed land are in need of system reconstruction and upgrading, to maintain agricultural production.

Soil properties and their improvement

While Latvian climatic conditions could on the whole provide for a productive and diverse agriculture, a limiting factor is soil fertility. The most fertile soils are situated in Zemgale region, namely the Dobele and Jelgava districts. Further to the East, in the direction of Rezekne, soils get poorer and stonier, but they are, nevertheless, capable of producing good yields of cereals, grasses and legumes.

Podzolic soils, which are relatively less fertile and characteristic of forestlands are the most, widespread: they take up about 54.5% of all soils. They are typified by an acid soil reaction, low organic matter content and by being poor in available nutrients for plants. The highly fertile soils, rich in organic matter, take up about 7% of the agricultural land, the rest of the soil types belonging to a less fertile category. The average soil quality on the 10-point scale is 4. The humus content (1.7% on average) is low. 

The most part of soils in Latvia is already by their origin characterised by an acid reaction (pHkcl 5.5 and lower). Consequently, about 40% of the agricultural land are in need of liming. In acid soils it is not possible to carry out regular agricultural production and obtain high quality product, due to unfavourable physic-chemical properties, low microbiologic activity and hardly any plant nutrients. The buffer quality of soil is improved by liming, likewise it reduces the runoff of different, detrimental to environment, organic and inorganic substances’ loss, as well as the unfavourable influence of toxic substances on soil and the agricultural produce. It also reduces the degradation of water ecosystems and threats to human and animal health.

Agricultural Land Use  

After the year 1990, obviously there were certain changes in the ownership of land. And large areas of unfarmed land came at the disposal of the state land reserve. In 1998 there were 500 000 ha of agricultural land unused, mainly in the districts of Ludza, Kraslava, Daugavpils, Rezekne, Madona, Jekabpils and Liepaja.

From the point of view of the territorial management of the environment the overgrowing of the unfarmed land with shrubs, which mostly takes 5-10 years, is unacceptable. At this point already 2.0% of the territory or 127 000 ha have overgrown.  With the present tendency continuing, in the year 2020, there could be 580 000 ha of unfarmed, naturally overgrown land.

From the economic standpoint, if the soil fertility is lower than 35 points
, then inputs for agricultural production are not profitable. An alternative solution for effective land use of such areas could be a planned development and maintenance of forests. 

Agricultural land monitoring is maintained in accordance with Agricultural Land Register Regulation in Republic of Latvia approved by the State Land Register and Ministry of Agriculture on February 14, 1994. Since 1998 State Land register carries out registration of all agricultural land. In 1998 2.5 M ha (or 92% of total agricultural land in 511 municipalities or 262 469 farms. Results are depicted in Table 7.

Following trends are observed in utilisation of agricultural land: 

· Excessive growth of weeds is observed in 144 00 ha (6.2% of monitored area),

· Shrubs were observed in 21 500 ha (0.93%), 

· 550 cases of pollution with home and industrial waste,

· 203 cases, when managers of land do not perform recultivation of agricultural land in total of 400 ha.

Table 7 Summary of the results of land register
 

Item
Year


1995
1996
1997
1998
Average 1995 – 1998

Not used in agriculture:






Thou ha
279
390
402
361.8
358.2

Per cent
11.1
15.5
16
15.6
14.3

Grown by weeds:






Thou ha
196
196
191
144
181.8

Per cent
7.8
7.8
7.1
6.2
3

Grown by shrubs:






Thou ha
12.6
20
15.1
21.5
17.3

Per cent
0.58
0.84
0.63
0.93
0.69

Processing of agricultural products

The privatisation process in food processing industry has been completely finished. One part of new entrepreneurial companies were developed on the base of previous state enterprises, but another part was founded anew. 

Within the last three years the share of food processing in whole GDP was 8% - 9%, and share of the latter in processing industry was 40% of GDP. There are around 400 different food processing enterprises in this country employing 3% of the total number of employees, there are 80 milk processing enterprises, 140 meat processing enterprises. According to a rough estimate less than 100 employees are employed at 65% of total number of enterprises, more than 500 employees are employed in 5 % of total enterprises. 

The structure of the food production has changed significantly since the beginning of the 1990-ties. 

Table 8 The structure of food production in 1998


Output MEUR
Share in total output (%)

Food processing total
859
100.00

Meat processing
97
11.31

Fish processing
144
16.85

Fruit and vegetables processing
61
7.11

Dairy processing
153
17.79

Cereal staple products
46
5.34

Bread products
8.8
8.53

Sugar products
50
0.86

Chocolate – chocolate products
41
4.79

Soft beverages
4.3
0.50

Other products
188
21.92

In 1998 a total of 12 600 people were employed in processing of meat, milk, sugarbeet, vegetables and grain. 

In 1991 Statistical Bureau stopped collecting data on capacities of processing facilities. Following estimation of capacities (data from 1998) is based on calculations done by the Ministry of Agriculture and associations (See Table 9).

Table 9 Utilisation of processing capacities in 1998 (Estimate) (Source: Ministry of Agriculture)

Sector
Utilisation of capacity, in per cent

Meat
28

Milk
62

Sugarbeet
93

Vegetables
50

Grain
32

Therefore production per worker in processing sectors (in tonnes per worker per year) was 29.4 for meat (live weight), 82.9 for milk, 407.2 for sugarbeet, 51.6 for vegetables and fruits and 231.6 for grain.

The highest concentration of crop production and food processing enterprises is in Zemgale region, including the city of Riga and Riga district, as well as in Kurzeme region and Liepaja and Ventspils districts, in Vidzeme region - Valmiera and Cesis district. Meat and dairy processing enterprises are located mostly in the city of Riga and Riga district as well as Saldus, Bauska, Tukums, Dobele, Jelgava, Ogre, Valmiera and Limbazi district (see Table 10).

Table 10 Geographical distribution of agricultural and fishery products processing enterprises

District
Plant origin
Meat (incl. slaughterhouses)
Milk (incl. collection plants)
Food 
Fish

Aizkraukle
3
15
11
8


Aluksne
1
7
4
7


Balvi

9
4
2


Bauska
9
35
2
8


Cesis
4
24
8
10
3

Daugavpils
4
28
2
7
7

Dobele
10
26
4
10
1

Gulbene
1
8
3
10


Jekabpils
4
16
2
4
2

Jelgava
5
21
7
8
3

Kraslava
2
8
1
1


Kuldiga
4
9
1
8


Liepaja
9
1
7
19
1

Limbazi
7
31
1
5
6

Ludza

12
1
11


Madona
3
33
5
16
2

Ogre
3
26
7
7


Preili
6
14
3
7
1

Rezekne
3
10
4
6
2

Riga un Riga distr.
20
74
8
77
2

Saldus
4
34
3
5


Talsi
6
19
3
7
2

Tukums
6
2
5
15
1

Valka
3
12
6
9


Valmiera
5
26
5
14
3

Ventspils
3
1
1
23
4

KOPĀ
125
501
108
304
40

Also regarding trade with agricultural products Latvia has been moving towards trade liberalisation since the beginning of the transition. Latvia is a member of the World Trade Organisation (WTO) since February 10, 1999. The Free Trade Agreement between Latvia and the Europe Free Trade Area (EFTA) States went into effect on June 1, 1996. Apart from that, Latvia has also concluded several bilateral trade agreements with Central and East European countries, such as the Czech Republic, Slovakia, Slovenia and Poland. Discussions about favourable trade relations are in progress with Hungary and Romania. The Baltic Free Trade Agreement is in force since January 1, 1997. 

The Europe Agreement between Latvia and the EU came into force on February 1, 1998, and fully incorporated the Free Trade Agreement, which came into effect on January 1, 1995. Latvia was committed to reducing tariffs on agricultural imports from the EU in equal annual increments between 1995 and 2000. Reductions were granted through tariff quotas. The main subjects to concessions for importing to European communities were such Latvian food products as meat and meat products, dairy products, chocolate and sweets. 

However as determined by the Latvian – EU contract, Latvia can export milk and meat products, vegetables and potato starch. Volume of custom quota has increased by 5% since 1997. Custom duty is being lowered by 20% every year since 1996. In 1999 for exports within quota custom duty was 40% of standard rate.

Milk processing

Dairy farming and dairy processing is one of the basic sub-sectors of Latvian agriculture. The privatisation process has been already completed and the milk producers have become owners of parts of established stock companies or co-operatives. As a result of privatisation and decentralisation large number of small processing enterprises emerged. 

Dairy products are produced in 80 processing enterprises, which according to the statistical data employed 5528 people in 1997, 5597 people in 1998, with the total output equal to 147 MEUR in 1997 and 153 MEUR in 1998. 

The EU has accredited 9 Latvian processing enterprises as eligible to export dairy products to the EU member states.

Table 11 Assortment of dairy products processed in dairy enterprises

Type of products
1997
1998 


Tons
Tons

Butter
7 550
9 231

Including with fat content 82%
2 604
3 795

Cheese
10 735
10 584

Whole milk products (calculating in milk)
214 387
259 738

Whole milk powder
61
33

Skimmed milk powder
3 091
4 238

Ice cream
5 350
4 682

Preserved milk
14 957
16 921

Skimmed milk products (calculating in skimmed milk)
55 239
63 352

In 1995 the Free Trade Agreement was signed between Latvia and the EU granting milk quotas for export to the EU. The indicators of 1997 - 2000 are reflected in Table 12.

Table 12 Granted quotas in the EU, their utilisation
Type of product
1.07.97-30.06.98

(granted/utilisation)
01.07.98- 30.06.99

(granted)
01.07.99-30.06.2000

(granted)

Skimmed milk (t)
2750/2857
2875
3000

Condensed milk (t)
220/-
230
240

Butter (t)
990/975
1035
1080

Cheese (t)
1320/1222
1380
1440

In order to assure production of high quality milk products, restructuring and modernisation of processing plants as well as specialisation towards typical products to Latvian market are required. To do this processing plants every year should invest 7.2 – 8.1 MEUR. Up to know level of investments has been around 50 ‑ 75% of that amount, e.g. in 1998 total investments amounted to 5.2 MEUR.

Main environmental problems in dairy enterprises are:

· wastewater treatment, 

· packaging material processing,

· Rational utilisation of moving water and its quality.

Meat processing

Meat processing is one of the main sub-sectors in agro-food industry. The privatisation process in meat processing has been fully completed and stock companies have been established on the basis of the former state enterprises. 

Since 1990 there is a tendency of small capacity slaughterhouses and meat processing facilities to get established, resulting in 380 slaughterhouses and 165 processing facilities registered by January 1, 1999. 

The assortment of meat products is pretty wide comprising not only fresh meat products, but also cooked, semi - smoked, smoked products, meat preserves, and different types of semi-manufactured products.

By the market appraisal of meat products consumption it is evident that the demand for more expensive products (smoked and semi-smoked) has been increasing. 

Main problems in meat processing industry:

· fragmented large number small ineffective slaughterhouses and processing facilities, unaligned with EU hygiene requirements,

· out-dated technological equipment and high production costs,

· underdeveloped  marketing and management,

· insufficient quantity of specialised trucks for animal transportation and for transportation of meat products,

· lack of equipment for meat quality grading, 

· only 30 - 35 % of raw material are processed in processing facilities,

· Lack of cutting facilities.

Environmental problems in meat processing enterprises:

· wastewater treatment,

· processing of meat production waste,

· processing of packaging materials,

· Potable water quality.

Breakdown of meat assortment is shown in Table 13.

Table 13 Breakdown of meat assortment produced in meat processing enterprises (by volume), %


1996
1997
1998

Beef
42.4
41.8
33.4

Pork
31.2
36.3
40.0

Mutton
0.02
0.01
-

Poultry meat
20.7
16.4
20.7

Other sorts of meat
0.4
0.2
0.18

By-products, 1st cat.
5.3
5.3
5.7

Total
100
100
100






Sausage preparations




Cooked 
38.2
32.4
29.0

Small sausages, frankfurters
26.3
27.9
27.0

Semi-smoked
11.0
13.0
14.5

Otherwise prepared
1.6
1.5
2.2

Smoked products
12.5
15.6
17.7

Other sausage products
10.4
9.6
9.6

Total
100
100
100

Processing of crop products

The main crop product processed is grain. Grain production occupies 35 – 45% of total agricultural land. There are 250 different kind of products produced from grain, such as most traditional – flour, bran, groats, malt etc. and less traditional ones – starch, syrup, glucose, protein etc. Privatisation of grain processing is finished completely. Number of grain processing enterprises has increased from 55 in 1998 to 73 in 1999. Therefore the main problem of grain processing are many non-EU-compliant enterprises. There is need to modernise quality analysis equipment.

Production and processing of oil seed crops such as rape and flax has potential in Latvian agriculture due to favourable growing conditions.

Processing of fruits and berries

Fruit growing in Latvia employs around 3000 farmers and it is one of the most rapid developed spheres in real. However only for around 10 % of them fruit growing is primary business. For others fruit growing is additional occupation besides meat and milk production. Main products of Latvian fruit growing are apples, strawberries, raspberries, black and red currants. Fruit and berry garden covers around 11.000 ha. Depending on season annual production of fruits and berries is around 30 000 to 100 000 tons, more than 90 % of which are apples, suitable mainly for processing.

Following are issues addressed to fruit processing: 

· At present fruit growing is in reconstruction process to optimised connection between growers and producers. Due to bad connection with local growers, producers import more than half of fruits and berries, necessary for processing. 

· Local market is still not saturated with good quality local origin fruits and berries,  

· Insufficient marketing organisation by way of producer organisations practically non-existent,

· No common quality standards. Equalisation of those standards to standards of EC and other potential partners is still necessary.

For production of fruits and berries there is practically unlimited market in Scandinavia and Germany. At present annual export are 2000 tons of berries. Local systems of storage, freezing and processing need to be developed in order to increase the efficiency of the sector.

Fisheries

Fisheries sector manages resources of different fish species, lampreys and crayfish in waters under jurisdiction of Latvia, including approximately 28 000 square kilometres area of the Baltic Sea and the Gulf of Riga, as well as inland waters comprising about 2 260 lakes with the total area of 1000 square kilometres, four largest rivers - Daugava, Lielupe, Gauja and Venta, 12 400 small rivers and water streams with the total length of 37 thousand kilometres and artificial water reservoirs. The activities of this sector are closely linked with the sustainable utilisation and protection of wildlife resources in Latvian waters, also preservation of their biodiversity. Out of 63 fish species registered in Latvian waters, 34 species are of commercial importance. Sprat, Baltic herring, cod and salmon take up 98% of the amount of fish caught in waters under Latvian jurisdiction and are mostly used as raw material for local fish processing industry.

Importance in the national economy

The privatisation process in the fisheries sector has been fully completed. The fish processing enterprises are mainly situated at the coast of the Baltic Sea and Riga Gulf, and the rapid development of entrepreneurial activity has established a network of small-sized fish processing facilities over the whole coastal area of Latvia. At this point the total number of employees in fisheries sector is about 10 500 including 5 863 employed in fish processing industry, 4 625 in fishing and aquaculture.

The share of fisheries sector production contributes 3.12 % of GDP in 1998. The fisheries production (including canned fish) share in total export for the year 1998 was 3.1%, this indicator has slightly reduced in the last years. The external trade balance of fish products is, nevertheless, positive yet (products are exported for 53.34 MEUR, imported for 25.75 MEUR, the external trade balance is + 27.6 MEUR).

Fish processing

Fisheries and processing of fish, as its integral part is a sector having a good basis of natural raw materials: fish resources of the Baltic Sea and the Gulf of Riga. The production of the processed fish products from such species as sprat, herring, cod and salmon, is based on raw material fished by local fishers. 

According to the market demand as well as the necessity to enlarge the assortment of products, the raw materials from imported fish caught in the ocean are also being used like mackerel and Atlantic herring. 34.17% of chilled and frozen fish (mainly for further processing) are imported from the EU and the remaining 65.83% from other countries.

Out of fish species caught in inland waters and ponds, such as carp, bream, pike, pike-pearch, pearch, eel and other fish, as well as lamprey, only eel and lamprey are being used for processing. Taking into account the large number of water bodies in Latvia, the inland water resources may be regarded as untapped potential of fish resources for human consumption.

At this point the assortment of fish products is wide and it comprises chilled, frozen, salted and smoked fish products as well as canned fish, non-sterilised preserved fish and small amounts of fish products not for human consumption (fish meal etc.). The largest amounts of fish are  used for the high canned fish production, using mainly raw material obtained in the Baltic Sea and the Gulf of Riga (See Figure 4).

Figure 4 Structure of fish and fish production in 1998
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Considering that fish processing factories are located mainly in populated areas, special attention should be paid to the solution of environmental problems such as:

· wastewater treatment,

· rational use of water and the quality of water,

· processing of fish waste,

· processing of other waste (paperboard, metal, etc.),

· treatment of phenol water and smoke obtained during the fish smoking.

Besides that, the fish processing enterprises should seek for new effective forms of activity to solve product quality problems, including the introduction of HACCP
 system providing for assurance of hygiene requirements laid down in the EU directives and increasing the sales opportunities of Latvian fishery products on foreign markets.

Noting that the reorientation of the enterprises to stable and solvent export markets is very important, it is highly necessary to provide for Latvian fish processing enterprises the knowledge of management expertise, economical and financial analyses and their applications in product sales.

By the implementation of SAPARD measures in fish processing sector the following effects will be achieved:

· increase a production of value added products from fish resources,

· to balance the fish processing enterprise number and production capacities adequate to accessible fish resources,

· restructuring industry to respond to challenges of export market,

· conformity of majority of fish processing enterprises with the EU hygiene requirements,

· increase of the number of fish processing companies implementing an self - assessment system (HACCP).

Forestry

The economic objectives of Latvian forest policy are the ensuring of sustainable development and profitability, according to ecological and social requirements, and to provide for the maximum possible accrual of added value.  

Importance in the national economy

Forests currently account for almost half of the land area (46%) in Latvia and it is expected that over the next years the forest areas could be extended. 

Latvia is one of the richest countries in forests in Europe calculating by specific indicators. There is 1.17 ha forest per capita in Latvia, which is 8 times more than the average in Europe. Comparing with the EU countries where the average index of woodiness is 36%, only Finland and Sweden are equal to Latvia, but comparing with associated countries, only Estonia has a similar index. 

Forest is a significant source for use of natural resources in Latvia. Forestry and timber industry account for 14% of GDP. In comparison with the EU countries, where the forestry share in GDP accounts for only 2.4% which is 60% of the agricultural contribution to GDP, in Latvia the forestry contribution exceeds the agricultural contribution 4 times. According to the importance of forestry sector in GDP generation, countries like Finland (7%) and Sweden (5%) are more similar to Latvia.

Forestry products are the main export item in Latvia, taking up 39% (672 MEUR) from total exported produce, thus maintaining the balance of external payment.  Forestry enjoys similar importance in the export balance of Finland (35%), smaller but nevertheless important in Sweden (15%), in Austria (8%), in Portugal (8%). 

Approximately 50-60 thousand people are employed in forestry sector, mainly rural population. Forests are the most valuable property of rural people, for about 50% of Latvian forests are in private hands, the number of properties reaching 153 000. Besides the economic value, forests have also social and ecological importance because of their recreation functions and the provision of wildlife habitats.

Mixed forests of coniferous and deciduous trees are common in Latvia. The dominating tree species are pine (40% of the growing stock, but only 23% in the cutting age), spruce - 20% of the growing stock (33% in the cutting age), birch - 25% of the growing stock (18% in the cutting age), that represent the most valuable tree species in this country. Ashes, oaks and black alders enjoy high productivity and economical value as well, but areas under them are not large, therefore during afforestation closer attention should be paid to the deciduous species (birch, black alder, ash, oak), but the felled areas should be replanted with species most appropriate for the local forest growing circumstances (pine, spruce, birch). The reducing of forest value is inadmissible - deciduous forests should not replace the coniferous forests. 

The annual increment of growing stock is 16.5 million cubic metres (6.2 cubic m/ha per year), the total growing stock of Latvian forests is about 500 million cubic m. The total forest growing stock over the last 30 years has almost doubled as a result of increasing of productivity, due to forestry measures (forests selection, tending of forest stands, the drainage of wet forest stands). The same process has occurred in Estonia and Lithuania as well as in the EU countries - in Finland the areas of forests have been extended by 40%, Sweden - 55%, Norway - 90%.

To maintain the sustainable forestry, the forest felling volume should not be higher than forest annual growth, but regarding the diverse structure of forest stands and the proportion of protected forests (6.6% of the total mainland area of Latvia), the annual forest felling volume has been fixed at 8.4 million cubic metres including 5.7 millions cubic metres are supposed to be cut down for the main utilisation. Actual forest felling amount in 1998 was 10 millions cubic metres, which is 61% of annual growth. Also in Scandinavian countries about 60% of the annual timber growth are felled annually.

Due to two world wars and windblown damage in the forests in the 1960-ies, the Latvian forests are of diverse age structure, but this is gradually improving due to forestry measures (limited forest cutting and afforestation of the cut areas with the target species). In privately owned forests the areas are not re-established after felling. This is regarded as a threat to resources of Latvian forests, because these areas are overgrowing with low quality tree species (aspens, white alders, etc.). 

According to the balance submitted by the State Land Service (01.01.1998.), the forest land area takes up 2 820 thousand ha, including 130 thousand ha (4.6%) not covered with forest stands (non-afforested clearings).

Alternative Occupations at the Countryside

Since 1991 agricultural, hunting and forestry labour has decreased by 22.4% compared to 1998. In 1998 55.4% of those employed in agriculture, hunting and forestry were full-time workers.

Organic farming

Organic farming as a separate sub-sector exists just for few years in Latvia. There are about 200 farms (0.2% of the total number of farmers) involved in organic farming, taking up 2 750 ha of agricultural land. Organic products have captured a small but stable segment of the local market. Regarding the growing demand for organic products on the local market as well as that of Scandinavian and EU countries, further development of the said sub-sector is to be expected. Organic farms and farms in transition from conventional to organic farming are regularly checked by the Organic Farming Certification Inspection. Annual inspection is applied for farms, which have organic farming certificate.

Rural tourism       

Rural tourism has become an important factor for rural development. The growing numbers of entrepreneurs in this field and the simultaneously growing quality of the services they offer are a proof of this, while the demand has been increasing by 50-70% every year.

The demand for rural tourism in Latvia at present is not easy to quantify. International tourism to Latvia (including business visitors and visitors visiting friends and relations) is estimated to be about 5% of GDP. When account is taken of domestic tourism, which is about half as big in money terms, it is possible that tourism is already a more important industry than agriculture in Latvia in terms of its contribution to GDP. The indications are that most tourist activity takes place in Riga and to a lesser extent in the other main cities. However, it is very likely that the vast majority of visitors to Latvia spend at least some of their time in rural areas and with proper development this could be increased. Moreover, in tourism from developed countries rises by about 5% per annum therefore there is a large and growing potential market for rural tourism in Latvia.

Table 14 International and Domestic Tourism in Latvia


Numbers

(000s)
Expenditure 

(million EUR)

International
356 (visitors)1
89.5

Domestic
678 (visits)2
17.43

1 Non business, staying overnight 2 Non business, not staying with friends or relations, 4 nights or more. 3 EUR 26 per trip which is the figure for all overnight domestic trips including visits to friends and relations which do not require expenditure on accommodation. It is therefore an underestimate.

Some indication of the potential market at present is given by visitor numbers to and within Latvia (Table 14).

According to CHL Consultants, who prepared “Strategy for Tourism Growth Beyond 2000” as part of a Phare project, the most important need in rural areas is to improve the quantity and quality of small scale (Bed and Breakfast) accommodation. 

Other important elements which are necessary for the development of the rural tourism industry according to the CHL consultants are:

· Tourism infrastructure: restaurants, facilities for sports (horse riding, tennis, etc), camping sites. 

· Information: road signs,  maps, brochures, guides.

· Development of attractions: restoration of historical buildings, access to sites of natural, scientific and cultural interest.

Table 15 Dynamics of Rural Tourism in Latvia

Year
No. of farms
No. of tourists
Vacancies (Positions)
Revenues form tourism, EUR per farm

1994                      
20
228
22
80

1995
38
880
48
322

1996
46
2486
102
484-11 290

1997
70
3630
152
806 – 24 193

1998
90
6500
300
1 129 – 32 258

In the last three years demand has increased 250% (Table 15). During the summer, occupation rates average about 70% which confirms that demand is relatively high.

Proportion of available beds in rural tourism enterprises in summer season are nearly double quantity of that in winter season.

Growing of Herbs, Volatile Oil Plants and Fibre Plants

The local market being saturated, there is a potential for export. The weak points of this sub-sector are the underdeveloped market channels and the lack of first treatment and storage capacities. Besides that, some support is necessary for information dissemination and training.

Currently the total herb area is about 100 ha. 

Hemp production has not reached commercial levels, by this time it is mainly grown on household plots for seeds to be processed just into hemp butter. According to research data Latvian soil and climatic conditions are appropriate for hemp production.

In the last years there has been considerable growth of both, hemp seed and sisal twine production in the world, which attests to the fact that the demand is going up. In Latvia however, the lack of information and expertise on hemp growing, harvesting technologies and marketing as well as the lack of processing facilities is serious obstacle to development of hemp production.

Production of less familiar berries, berry bushes and fruit trees

There is a considerable amount of exploited peat bogs from which the peat is no longer obtained available for cranberry growing in Latvia. The natural growing potential (climate, soil, humidity regime) lies in the raised bogs (about 3000 ha). The total acreage of cranberry bogs in 1998 was 21 ha, which is by 33% larger than the year 1997. 

Setting up of 1 ha of cranberry beds costs 19 354 EUR and the annual maintenance costs are 3 710 - 8 548 EUR per ha. The return on the investment can be achieved in 8 years. The set-up of an well-arranged cranberry bog (for obtaining of maximum yield regardless of weather) is third of the price in the USA or Canada. Lower labour costs and more favourable natural conditions in Latvia explain this.

The total costs of cranberry growing according to the above technologies are 758 EUR per ton, while the returns are (retail price) 1 129 EUR/t.

There is a certain interest in the growing of hazels and cherry trees for timber. Commercial blueberries and dewberries are grown on some farms too.

Commercial production of wild berries such as cloudberries and bilberries is not common in Latvia.

Mushroom growing

Field mushrooms, shiitake and oyster mushrooms are the most widespread mushrooms grown commercially in the world as well as in Latvia. The mushroom import into Latvia shows a tendency to go down (from 183 thou t in 1995 to 134 thou t in 1997), while the exports are increasing (from 92 to 194 thou t, respectively). The obstacle to finding a market outlet in the Western market is the non-competitive price of Latvian mushrooms, although, regarding the high demand of the Russian market, Eastern export may become realistic after restoration of stability in Russia where the demand for mushrooms exceeded the supply several times a relatively short time ago.

Wild mushrooms are used neither for processing nor for commercial market.

Raising of freshwater crayfish and snail

The particular freshwater crayfish species widespread in Northern and Western Europe as well as in Latvia is Astacus astacus, therefore the climatic and environmental conditions of Latvia as well as water quality are appropriate for breeding and raising the above species. At this point there is just one farm in Latvia breeding and raising crayfish, but there is a tendency and potential for the growth of crayfish farm numbers, especially in Latgale.  The most part of breading and raising costs are taken up by the fixed costs (purchase and installation of incubators, water circulation system, heating, construction of production areas and crayfish ponds)

In European countries like Sweden, Finland and France there is a foreign trade deficit in crayfish. The demand for this product exceeds the supply and in 1998 the reference price of crayfish were 11 – 24 EUR per kg, but the total raising costs in Latvia are about 7.7 EUR per kg.

Already for five years Latvia export live snail to countries of EC. Generally it has been done by collection of wild snail, but also special snail farms occur. During the production season this sector employs around 10 000 people in countryside, total annual export volume being 150 tons of snail. For more effective exploitation of the resource full processing of live snail needs to be developed.

Keeping of rare species of poultry

The present market of ostrich meat is very limited in the catering sector and almost non-existent in the processing sector. To make estimates on the development of future demand for ostrich meat is a difficult task for this product is relatively new and untapped for Latvian consumers. In case ostrich meat market starts to develop in Latvia, just one or two producers will be able to saturate it. Nowadays the raising of quails and marketing their eggs to retailers is more popular.

Crafts

Craftsman farms, individual entrepreneurs and their groups practise ceramics, basket-works, linen, leather, metal, amber, wood and other applied art.

Rural infrastructure

Regional and Country Roads

The “Development Program of Regional Roads for 1999 – 2000” was adopted October 6, 1998. According to Ministry of Transport data the said development program has received allocation of 4 326 000 EUR from the Public Road Fund. In 1999 the first auctions of items are envisaged within the “Local Importance Roads’ Improvement Program” 12 980 000 EUR have been allocated from the Public Road Fund in 1998 - 1999 for the implementation of this program. According to Latvian Road Board data 17 306 EUR have been allocated in 1998 and 1999 to “Rural Motorways’ Development Program. The latter comprises all rural roads in Latvia with locally-oriented traffic, which, despite of low traffic, are of high social importance for the improvement of living standards of rural population and the preservation of Latvian traditional rural environment.

The present level of financing is sufficient to provide for the minimum daily maintenance work on the 2nd class public roads and local community roads, but it does not allow planning any more substantial repairs.

ISPA (Instrument for Structural Policies for Pre-accession) will concentrate on large-scale infrastructure projects in transport and environmental protection. The scope of ISPA is different from SAPARD or national aid schemes in rural areas.

The conclusions on the status of rural roads are the following:

· Rural roads with black tarmac covering have been used up and their quality is rapidly decreasing causing problems to traffic,

· All rural gravel roads are in the need of less or more substantial repairs. The standard period between repairs for gravel roads is 4 years, but the wear layer has not been renovated since 1992,

· Separate rural roads with lower traffic, which have been reconstructed before, are more or less satisfactory and small periodic maintenance repairs should be applied.

Electrical Energy Supply

The Cabinet adopted the Latvian National Power Industry Program on September 2, 1997, for the period up to 2002. Its objective is to establish a set of measures for provision of Latvia with power resources at adequate quality and quantity levels corresponding to consumers’ demand, at lowest possible costs and with the slightest possible impact on the environment.

In 1998 the locally produced energy covered 97.7% of the total consumption, the imported product from Russia, Estonia and Byelorussia covered the remaining 2.3%. Due to rather favourable climatic conditions (high levels of precipitation) the output of hydroelectric power stations has lately increased by 50% in comparison with earlier period. Thanks to that “Latvenergo”, State Stock Company to be privatised, could decrease the amount of the imported energy by 92%.

The power producers are hydroelectric and thermoelectric power plants belonging to Latvenergo (producing 97.5% of all power), as well as enterprise power plants (2.2%) and small-sized hydroelectric power stations (0.3%).

In the report on Latvian national economy development of 1998 it is mentioned that the electric power consumption in agricultural enterprises and private farms has decreased by 4.2%.  The reason is the fall of production as well as a relatively high price for cutting in of the potential consumers’ electrical systems to the electrical power network in comparison with their purchase power.

According to the information of Ministry of Agriculture only 49% of private farms were provided with the three-phase power lead in 1993. According to 1996 polling, 7 297 farms are not electrified. This is a limitation to technology transfer and production capacity increase.  

Water Supply and Wastewater Treatment

In all municipalities where the population exceeds 2000, construction or reconstruction  of sewage water treatment facilities is envisaged by the year 2010. In fact no support is provided to remote rural areas, rural enterprises and homesteads.

Curbed water wells are mostly used on farms to obtain water, while water quality indicators there (nitrate content) do not correspond to the potable water requirements. Improving water supply and the level of amenities may cause a significant increase of sewage water on farms. The out-dated technical equipment and insufficient management cause low quality of waste water treatment.

Structure of Fuel Resources

There is a monopoly on supply of natural gas and a free market of supply of oil products, coal and local fuel in Latvia.

In order to provide high quality fuel resources to consumers and to stabilise price levels, the state exercise a control on  the power supply enterprises. 

Stability of gas supply is ensured by an underground storage of gas in Incukalns. Consumption of gas in comparison to 1990 has diminished seventy times and the infrastructure of gas is being overloaded by 35-40%. Natural gas is supplied through main pipelines from the CIS countries.

The coal mainly has low quality and high price (supplied from CIS countries and Poland).

While overall consumption level of fuel resources diminishes, the role of local fuel resources has grown to by 2.5 times in comparison to 1990. Outdated and inefficient technologies are the reason for low efficiency in using the fuel resources. Average efficiency of use of the fuel resources is 65-70% (45-60%  - use of coal, peat and wood, 70-85% - natural gas and oil products). For details see Figure 5.

Figure 5 Structure of fuel resources
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Social infrastructure

The social infrastructure can be characterised as undeveloped and the main reasons for that are the distance of farmsteads and villages from regional centres, decrease in the number of nursery schools in rural areas during the last years, the closure of 10-15% of libraries and culture clubs. These trends could partially be explained by negative tendencies of demographic situation and emigration of inhabitants from rural areas.

Table 16 Expense structure of municipal budget in 1997, EUR

Expenses 
In towns
Rural areas


Total
Per capita
Total
Per capita

Total
164 092 374
131
205 681 371
166

National economy
34 285 053
27
35 255 576
27

Health
46 409 282
37
39 199 008
31

Education 
41 677 897
34
59 850 135
48

Culture
6 269 892
5
14 451 169
11

In spite of figures (tab.1-11) showing that more money has been spent for education per one inhabitant in rural areas than in towns, one should note that effectiveness of these resources in rural areas is comparatively low due to the small number of school children in country schools (causing high expenses of fixed costs maintenance). For instance – average expenses per school child in pagast – 221 EUR, regions – 180 EUR, national importance cities – 107 EUR.

Status of rural housing

The National Building Program for the years 1999-2010 is being elaborated now, envisaging the promotion of adaptation of the existing buildings to the contemporary requirements of electrical power economy, environment protection and aesthetics, the elaboration and implementation of pilot designs for different types of buildings, achieving rational designs for buildings and constructions in Latvia.

In 1996 there were 37 305 houses in Latvia, including 37% in rural areas. Out of the total number of houses in 1998, 12% at the countryside and 11% in towns were totally used up or even in emergency situation. In 1998 rural areas accounted for 35.1% of the dwelling inventory, while back in 1990 - for 36%. The average floor space in rural areas is larger than in towns: 24.4 and 20.3 m2 accordingly, in 1998. In rural areas however the level of dwelling facilities is lower. There is 20 to 22% differences by different amenities, but the highest difference (36%) is in access to hot water. Capital investments in comparative prices were 39 MEUR in 1997.

By the end of 1980s there were about 600 villages established with city-type dwelling architecture. The following numbers characterise changes taken place since that time: in 1989 60% of the settlements from 1959 year with the number of dwellers from 1 to 5. In 1959 there was just one settlement with 1000 inhabitants, but in 1989 there were 64 such settlements.

About 325 thou rural inhabitants (13%) live in individual homesteads dispersed over the whole countryside. On December 1, 1996
, there were 10% of farms with no dwelling houses built on their lands. At this stage the main problems are:

· Polarisation of rural population distribution which is the soviet population distribution policy heritage: concentration of population in centres (in separate pagasts even up to 80-90%) and the existence of scarcely populated or totally unpopulated rural areas. The ruling situation is in conflict with policies implemented after the restoration of independence, related to property denationalisation, restitution of ownership rights to farmers and renovation of private farms.

· Poor quality of environment in rural villages from architectural (standard buildings), ecological (unsettled waste handling, water treatment, etc.)  and functional point of view and large social buildings and abandoned or half-empty multi-storeyed dwelling houses,

· Poor average dwelling quality in rural areas, a relatively small proportion of individual family houses as well as the poor quality of farmstead building (as a consequence of the long-lasting ban to repair houses outside villages) or a total lack of buildings altogether.

· Preservation of historical and cultural monuments in the context of property denationalisation and private property consolidation.

Economic infrastructure

In 1997 there were 36 753 active enterprises in Latvia. It is estimated that private sector enterprises and institutions account for 62% of added value and for 66% of the workforce in Latvia. In building and trade it accounts for almost 100% of the workforce in Latvia, but in water, electric energy, gas supply and education - 8% and 4% respectively.

The share of private sector in Latvian economy is quite similar to that in other transition countries. For instance, according to “The Wall Street Journal Europe’s Central European Economic Review” in 1997 in Estonia the share of private sector accounted for 70%, In Lithuania - 70%, in Czech Republic - 75%, in Hungary - 75%, in Poland - 65%.

Enterprises have developed unevenly region-wise. Most of economically active enterprises are located in Riga (54%) and in the biggest cities of Latvia - Daugavpils, Jelgava, Jurmala, Liepaja, Rezekne, and Ventspils (in total 15%). In Riga, Ogre, Cesis, Tukums regions there are about 11% of the total number of enterprises situated, but in the rest of regions - 20% in total. 

In general the level of entrepreneurship in rural areas is low and there is certain economic backwardness.

The small and medium size enterprises accounted for 99% of total number of enterprises. Since 1990 more than 350 000 working places have been created. Payments of small and medium sized enterprises in the state budget are significant.

In the beginning to 1998 77% of all small and medium sized enterprises were very small enterprises  (with employees from 1 - 9). Small sized enterprises employed 10 - 49 persons; medium sized enterprises employed 50 - 249 employees. All those enterprises accounted for 5% of the total number of enterprises. In Latvia the big sized enterprises with more than 250 employees accounted only for 1% of all active enterprises, but their contribution to GDP reaches 50%. 

Micro enterprises mainly are trade or service enterprises, small sized enterprises mainly are building and production enterprises and the medium sized enterprises mainly are producers. The dependence on agriculture is still very significant and there are not so many big sized and strong farms. The capacity of agricultural production and processing has not been completely utilised. It is necessary to facilitate activity and initiative of inhabitants in rural areas. 

The objective of the Small and Medium sized enterprises Development Program which is going on in Latvia now (adopted on September 9, 1997) is to promote sustainability and competitiveness of small and medium sized enterprises, to create favourable environment for small and medium sized enterprises all across Latvia. 

The following strategic documents have been elaborated in Latvia:

· State strategy programme in construction (adopted by Cabinet of Ministers on 05.11.1996.)

· Dwelling policy programme in Latvia (adopted by Cabinet of Ministers on 30.07.1996.)

· Long term crediting programme for dwelling construction, reconstruction and modernisation (adopted by Cabinet of Ministers on 19.11.1996.). 

Professional Training

The share of population employed in agriculture, forestry and hunting is expected to decrease, therefore causing employment and problems associated with qualification. Besides the education level of population employed in agriculture is insufficient (Table 17).

Hand in hand with professional training farmers have the possibility to acquire advice at courses organised by the Latvian Agricultural Advisory and Education Support Centre (henceforth LAAC), Latvian Agricultural University (LAU) and other organisations.

The vocational training of agricultural employees is mainly carried out by the non-profit organisation LAAC Ltd. It was founded in February 1991. Since 1997 LAAC is a company owned by the state (99%) and the professional organisation “ Latvian Farmers Federation” (1%).

Table 17 Level of education in of persons engaged in agriculture, forestry and hunting in 1997 (in per cent of total)

The educational level
%

University 
4

Professional and technical
33

Gymnasium 
21

Vocational
5

Basic
29

Lower than basic
9

The basic principles of education guarantee for population employed in agriculture are laid down in Ministry of Agriculture Decree of 1997. It defines 5 levels of professional education. There are 8 agricultural education centres and 30 vocational schools, LAU and LAAC operated by in a joint educational system. The reform of professional training implemented by Ministry of Agriculture is targeted at provision of high quality agricultural education and promotion of retraining from conventional agricultural professions to alternate professions related to rural entrepreneurship and environment.

Since 1998 there have been first level courses organised according to a joint program to obtain the qualification of “agriculturist” for persons involved in agriculture having no agricultural education. Agricultural educational establishments and advisory services run courses. 1900 people received certificates of an “agriculturist” in 1998.

The second level educational program was elaborated in 1998. This program complies with the EU “Green Certificate” (document, proving that its owner has acquired the necessary amount of knowledge to work on a farm) requirements.

The LAAC has a two-level educational structure with a national centre and 26 district offices employing in total 218 people. Every district office employs 4-8 people. They are experts of animal farming, farm accountancy, tax and farm economy. Agricultural educational centres are monitored by LAAC.

More than 13% of population involved in agriculture have taken part in events organised by LAAC in 1998, mostly managers of farms with commercial indicators above the country average. LAAC has established pilot farms of technology demonstration, elaborated visual aids for advising on production technology and farm management issues. There have been groups of interests established for rural entrepreneurs in every district. In 1997 the Rural Development Department was established within LAAC which has started activities in 5 pagasts with status of special support. In the financing structure of LAAC 60% of outlays are covered by the government budget. At this point the education of agricultural population is financed by:

· fees paid by the course participants,

· the EU and different bilateral projects,

· Allocations from the framework financing of the government budget and National Support Program for Agricultural Development.

The overall reform of professional training in Latvia is implemented with the help of projects, financed by the government budget and international support funds, including the EU Phare program, TEMPUS, SOCRATES and LEONARDO DA VINCI program financing.

Until now the professional training in this country has not been used as an instrument to promote employment in rural areas, for the management and monitoring of professional training is in hands of different ministries. The influence of local authorities and social partners on the quality guarantee of professional training according to the economic developments in different regions is too weak. 

The direct government financing for adult education has remained unchanged since 1994, namely 2.9 EUR per year per person employed in agriculture.

In addition to that 484 000 EUR were spent from the government subsidy program in 1998 (2.6 EUR per person employed in agriculture). A smaller amount has been envisaged to spend for that purpose in 1999.

Agricultural impact on Environment

After Latvia became an independent state in 1991, pollution and environmental problems came to the surface. Previous Soviet type agricultural system created problems associated with storage and application of animal manure and commercial fertilisers. Most of agribusiness was run by large-scale collective farms, e.g. pig farms with capacity up to 50 000 slaughter pigs. Consequently, the amounts of manure applied often surpassed the fertiliser requirements of the crops, leading to increased risk of phosphorus accumulation in soils, runoff and leaching of plant nutrients to rivers and lakes. The Soviet type agriculture had a substantial impact on water quality in lakes, rivers and the Baltic Sea. 

Most of the state and collective farms have been privatised since 1993. A major part of the land previously belonging to state farms has been divided into family farms, therefore the number of large animal farms and the total number of animals decreased drastically. A few state farms have survived, by way of division into smaller specialised share companies. The buildings and equipment are used as previously, but available land for cultivation and manure application was drastically reduced due to the privatisation. In 1998 the consumption of commercial fertilisers was 9 times less than level of 1990. The lowest level was reached in 1995. Most of the new private farmers are, due to the economical problems during transition period, not able to apply intensive farming methods. However, the application of fertilisers, pesticides and modern technology has been increasing slightly since 1994. The level of knowledge, lack of experience and technology in the private farms can cause environmental problems in the nearest future. Based on existing and historical conditions, and on the agroclimatic potential of the agriculture in Latvia, it seems likely that economic forces will enhance the development towards a more intensive agriculture.  In this situation environmental monitoring, as well as environmental education and legislative measures will have utmost importance to decrease negative impacts of agriculture The pollution from former collective farm operation still exists a long time after closing down. 

Within the BEAROP (Baltic Environment Protection from Agricultural Runoff) project the monitoring and control of agricultural runoff has been established. Leaching and runoff losses of Nitrogen and Phosphorus have been measured in several catchments in Latvia during the period of 1994-1998. Observations of 4 years show, that intensively farmed fields in Berze catchment basin (Central part of Latvia) produced considerably higher runoffs of nitrogen and phosphorous than less intensively farmed fields in Mellupite catchment (West part of Latvia) and Vienziemite catchment (north-east) basins. In catchments characterised by cereal production and moderate inputs of plant nutrients, the losses were found to be at a low level, as compared to measurements in similar catchments in Norway. In one of these catchments high losses have been recorded even though farming activities ceased in 1991/92. The effects of slurry applications seem more marked for P than for N. 

The study shows that the former Soviet type large state and collective farms, which specialised in animal production, may still constitute potential risks for the environmental quality of inland waters in Latvia and Baltic Sea. Due to the economical problems during the current transition period, most of the new private farmers do not use intensive farming methods and thus non-point pollution from private family farms is low as compared with most western countries. The lowest losses measured were 1.8 kg N ha-1 year-1 and 0.03 kg P ha-1 year-1 while the largest losses were 263 and 11.2 kg ha-1 year-1 respectively. The range in losses were in the order of 150 times for N and 370 times for P when considering the overall variation. The seasonal variations indicate the significance of the time period October – April. Thus agricultural practices and mitigation measures should be designed to decrease the pollution risk caused by the meteorological conditions which are prevailing during the autumn/winter period.

The livestock density in Latvia is low – 0.2 heads of cattle, 0.2 pigs, and 0.1 milking cow per ha of agricultural land. In 1997 the consumption of mineral fertilisers was 34 kg/ha. But the density of livestock and consumption of mineral fertilisers in different farms (remaining share-companies, private farms and specialised farms) is variable. In some of them the density and the consumption of fertilisers is higher than permissible.

In order to reduce pollution environment-friendly agriculture methods of full consumption of the plant nutrient elements regulated plant protection, appropriate crop rotation and correct seeding rate should be used. All factors, like the available feed fertilisers and nutrient penetration into the soil and further into the crops, as well as runoff and evaporation, should be considered.

At this stage 15.6% or 362 000 ha of the agricultural land are not cultivated. This is one of the risk factors for land degradation. In the course of centuries a peculiar, versatile landscape has formed in the territory of Latvia, incorporating the historical and cultural heritage of the Latvian people. The reduction of bio-diversity has taken place during the last 50 years in part of the country wreckage of landscape. Huge field systems, uncharacteristic of the local landscape have been created to provide suitable conditions for large-scale collectivised agriculture.

Intensification of economic activity creates a realistic threat to at this stage still relatively rich Latvian landscape; therefore it is crucial to provide measures for the protection of landscape and biodiversity. The preservation of the mosaic-shaped landscape, especially natural meadows and grasslands is of highest importance. Whereas in the EU 15 member states there are 36.5% of permanent grassland, in Latvia 27% of agriculture land consists of semi-natural meadows and pastures and cultivated grassland. It is estimated that semi-natural grasslands in Latvia occupy less than 1% of the territory. They can be found mainly in river valleys and in several areas along the sea coast. In most of these grasslands, chemical fertilisers have never been applied; thus they are important biotopes for a number of threatened plant and bird species. Area of cereals, cultivated grassland and pastures has remarkably decreased due to land abandonment. 

Several international and local research projects have shown that Latvian agricultural landscape supports a number of populations the species of which enjoy high protection priority in Europe. For example, the population of White Stork (Ciconia ciconia) has more then 10 000 pairs. The Lesser-Spotted Eagle (Aquila Pomarina), nesting on forest edges near fields, feeding in agricultural landscape comprises around 2400 pairs - that is 13% of the total population in Europe.  In 1999 Latvian agricultural land held 26 – 30 000 pairs of globally threatened Corncrakes (Crex crex) population. 

The population of many species (mainly plant and bird) inhabiting natural meadows and seminatural grasslands decreased due to changes in land use. Such threats exist because of overgrowth of grasslands due to cessation of traditional management: cattle grazing and mowing. In some areas also an adoption of intensive methods of farming ploughing has reduced bio-diversity. The most remarkable reduction of species diversity has been observed in the meadow bird community, which includes threatened species: Ruff (Philomachus pugnax), Baltic Dunlin (Calidris alpina schinzii), and Black-tailed Godwit (Limosa limosa).

In total 18 047 animal species have been recorded in Latvia. According to the most recent scientific assessments, there could be more than 30 000 animal species in Latvia altogether, including 20 000 insect species. Migration routes crossing the territory of Latvia determine the number of bird species (about 320).

The environmental pollution, the impact of chemicals on wildlife and their feed resources causes the extinction of wildlife species and loss of ecological corridors, which are important for species migration. In spite of the remarkable decrease of agricultural activities during the past years, intensification in the near future is expected.

Because of the complex geographical distribution of the agriculture impact on environment, measures such as preservation of biodiversity and reduction of agricultural run-off shall be implemented in pilot territories.

Conclusions

Agricultural production is influenced by the insignificant amount of investments in agriculture, percentage of small farms, a comparative lack of experience in management and insufficient education among farmers. In the present situation the welfare of rural population to a great extent depends on the development of agriculture, which is at a certain stagnation stage. In this situation the proportion of aged inhabitants in rural areas considerably increases, in turn preventing the improvement of economic and social life in rural areas. The most urgent problem of rural areas is also shortage of investments for infrastructure development and solution of ecological problems.

On the other side, the low workforce costs and unpolluted land areas positively characterise production potential of agriculture. Financial aid from the government and the EU could improve the living conditions of rural inhabitants. It could develop agricultural production, improve the quality of processed products. Besides that, financial support could facilitate development of alternative activities in rural areas, thus reducing unemployment and increasing income.

Strengths

Low land price

Economic development and population density are the main factors establishing land price. As population density is low and they are not very active in economy, land price in rural areas and provincial towns at present is low. 

Low costs of labour force

The high unemployment level in rural areas determines the low costs of labour force. 

Land reform

Land reform in rural areas has been almost completed, except registering in the Land register. Reform is facilitating the development of the land market.

Forests

Forests occupy 46% of the territory of Latvia. At present 60 % of the current annual forest increment are being harvested.

They provide renewable source, which is providing the biggest proportion of income of the rural population. International trade plays an important role, which is demonstrated by 80% of forestry products being exported. Main foreign partners are EU countries (86% in value). Trade with former Soviet Union contributes only 4%.

Attractive environment

Latvia's rural environment fascinates with rivers, lakes and forests. Because of the slow industrial development and comparatively small population density, the environment is not polluted. 

Macroeconomic development

In 1997 GDP grew by 6.5%, which was the highest GDP growth in Eastern and Central European countries. At the same time inflation was 6.1% - the second lowest inflation rate. By developing rural economy tax payments will increase, therefore facilitating further development. 

Fish resources

In Latvia there is a sufficiently large and stable base of local fish resources, that are a significant raw material for the fish-processing industry. Taking into account the large number of water basins in Latvia, inland water fish resources are an untapped raw material with a potential for production of fish products with higher added value. 

Weaknesses

Small farms

Due to re-establishment of land property rights at present in Latvia there are 97 000 farms with an average area of 14.2 ha, and 156 000 household plots with an average area of 3.5 ha.

Land register

By January 1, 1999 just 33.6% of the total territory was registered in the State Land register, therefore the remaining largest proportion of the land can still not be used for taking loans.

Insufficient investments in rural areas

The present investments for rural areas are not sufficient. In 1997 only 1.5% of the total investment amount was invested in rural development - as a result the provision of farms with modern equipment and buildings is insufficient. The existing equipment and buildings do not comply with sanitary, hygiene and environment protection standards. 

Forestry

Capacity and type of present tree nurseries is not sufficient to satisfy demand of afforestation (pine, spruce, birch and other deciduous trees).

Labour force resources in agriculture

The average age of people employed in the agriculture sector is comparatively high. The percentage of farmers older than 60 increased from 8.6% to 16% in the period 1996-1998. Newly established owners have insufficient level of knowledge in farm management.

Rural infrastructure

The insufficient investments in rural areas have left an impact on rural infrastructure. Due to this electricity and water supply, as well as operation of wastewater treatment plants and telecommunications have deteriorated. Forest roads are in very bad shape and insufficient.

Insufficient development of agricultural processing enterprises

Outstanding investments are necessary for the development of agricultural enterprises - for equipment and also for improvement of quality standards and management capacity. Most of the produce is not reaching EU standards and is not competitive compared to imported products. 

Processing of fishery products

Demand in domestic market is limited and only 5% of the total production is used for domestic market consumption. Enterprises are mainly East-oriented, but this market is politically and economically unstable. In many enterprises, equipment and production technology is outdated, and also the packaging and quality of fish products made in Latvia only partly reaches the level of world market standards. 

Forestry

Roughly one half of Latvian forest belongs to the State, the other half – approximately 155 000 are private properties. Thus there are many smallholdings of 8 – 12 ha each, which makes it hard to manage forest stands effectively. 

The added value of forestry production is low.

Insufficient opportunities for alternative activities in rural areas

Apart from agriculture and forestry, rural inhabitants have small chances to engage in alternative activities. The income of people working in the agricultural sector is small; consequently such is the demand of products and services in rural areas. The low population density and distance to towns reduce opportunities for alternative activities. 

Opportunities

Agriculture development potential

Latvia has a comparatively big agriculture production potential - it means that there exist possibilities to increase productivity of agriculture, not using intensive production methods. Besides that 15% of agricultural land are not treated at present.

Fisheries development

Fisheries is an export-oriented sector, which for fish production mainly uses raw material from fish of the Baltic Sea and the Gulf of Riga. Foreign trade balance of fish products is positive. Proper use of fishing quotas available for Latvia and full utilisation of fish resources from inland waters provide an opportunities to increase fish production output with a higher added value. Foreign trade balance of fish products is positive.

Forestry

Afforestation of glades, proper management of coppices and afforestation of unused agricultural land can increase sustainable and efficient land use. Investments into forestry holdings can increase the processing potential of timber and increase added value of production.

Tourism

The non-polluted Latvian nature is a positive factor for development of tourism in Latvia. The development of tourism requires investments for infrastructure improvement - in the vicinity of lakes, rivers, and forests, offering different services like water sport, horse riding. Nature is well suited for Eco-tourism, due to the diversity of rare and protected species and biotopes.

Information technology

The development of information technologies will boost the development of marketing of rural produce and the availability of information for rural entrepreneurs to develop their businesses. 

International Financial aid

Latvia receives a remarkable international aid from many countries and international organisations. The most outstanding help is provided within the framework of PHARE programme. Regulations on SAPARD provide an increase of aid and bigger investments for rural development. 

Foreign trade

Up to now one of Latvia's biggest trade partners were Russia and the other former republics of the Soviet Union. Although the Russian economy at present is weak, Russia still remains an important trade partner in food industry and agricultural products. Latvia is a member state of WTO, which enables trade on most favourable conditions with 139 countries in the world. 

Threats

Low population density and percentage of old inhabitants

Due to migration of the younger generation from rural areas to towns, the percentage of old inhabitants in the countryside increases. The low population density does not stimulate the development of the social environment.

Insufficiently developed socio-economic environment

In some rural areas, where social - economic problems last for many years, they may have irreversible consequence. Unemployment can become a constant phenomenon, resulting in further decrease of population density.

International competition

Latvian agriculture and food processing enterprises are developed insufficiently. Therefore, a real danger exists that they would not be able to compete under conditions of international competition.

Required measures 

Modernisation of agricultural production will increase the income of these employed in the agricultural sector, but it shall be directed towards rational use of natural resources and application of environmentally friendly management forms. 

To ensure an increase of the income level of the rural population, the following is necessary:

· Modernisation of production financially supporting building and reconstruction of engineering buildings, and also acquisition of new equipment replacing out-dated equipment used by farmers,

· optimisation of property (farm) structure,

· evaluation and rational use of agricultural land,

· reconstruction and improvement of the irrigation systems, to drain excessive precipitation from agricultural land,

· liming of acid soils in order to improve the buffer capacity of soils, decrease runoffs of different organic and inorganic compounds harmful to the environment and the detrimental effect of toxic substances  on soils and the agricultural production,

· Afforestation of agricultural land. To avoid the misbalance of the internal market, a part of the unfarmed agricultural land (app. 500 thou ha) should be afforested in future,

· establishment of alternative occupations, so that the farming population could be able to source income outside agriculture,

· Training in efficient farm management and environment friendly production methods,

· Support for environment friendly production methods, which maintain an attractive rural environment and promote the production of new, high quality markets. 

3. Agricultural and rural development strategy and priorities for EAGGF assistance

Agricultural and rural strategy and policy

The relationship between rural policy and agricultural policy in Latvia is following the same trends as in the EU: getting closer to and placing more emphasis on the rural development. 

The Rural Development Program was elaborated and adopted by the LR Saeima (national parliament) on 15.06.1998 in order to create preconditions for integrated, multiform and sustainable rural development. This document together with the agricultural development concept specifies the Government’s long term vision and development objectives for the rural sector. 

The following aspects are emphasised in the Rural Development Program:

· development of agriculture, forestry and fishery, 

· facilitation of entrepreneurship in rural areas, 

· rural diversification,

· protection of environment and maintenance of rural heritage, 

· improvement of infrastructure,

· Development of education system and cultural aspects. 

The program was followed by the 2nd credit line from IBRD
, which anticipates broadening credit accessibility also to small businesses and diversification in the countryside.

The basic aspects of Latvian national agricultural policy were determined by the Agriculture Law adopted in 1996. This law sets a minimum allocation of 3 % of the national budget for agricultural sector annually. This law together with the annual National Support Program for Agricultural Development provides the legal framework for Latvian national policy in agriculture. 

The main guidelines for this support are stated in the Concept of use of agricultural subsidies for 1998-2002, adopted by the LR Saeima in May 1997. They are as follows:

· land improvement,

· modernisation of agricultural production,

· improvement of inputs quality, 

· production of high quality agricultural raw materials for processing, 

· development of non-traditional branches and support for rural development, 

· credit guarantee fund,

· product origin and quality certification

The main objective of the Latvian agricultural sector as set out in these documents is to achieve an efficient agricultural production, capable to integrate in the European Common Market at the time of accession and produce high quality products complying with the EU standards. Therefore the specific objectives are the following:  

· maintain population in rural areas,

· to provide the population with high quality domestically produced food, 

· to ensure a competitive income level for people employed in agriculture,

· To preserve the countryside and utilise natural resources rationally. 

The basic instruments for the implementation of the State support policy are the following:

1. Agricultural Subsidy Programme National Support Program for Agricultural Development, which includes:

· co-financing,

· facilitation of credit, and

· Other direct payments.

2. Foreign trade policy, which includes:

· creation of more open and liberal external trade conditions,

· approximation of the legislative enhancements of the internal market to conform to EU requirements and World Trade Organisation,

· integration into the EU,

· participation in  the World Trade Organisation,

3. Finance policy, which includes:

· development of a stable and long-term tax policy, and

· Facilitation of accessibility to credit resources and the attraction of investments.

Rural development in Latvia is promoted with common efforts of several line-ministries: Ministry of Agriculture, Ministry of Environmental Protection and Regional Development and Ministry of Economy being major of them.

Following are some of the main agricultural and rural development strategic targets in long run (year 2015):

· centralisation of food processing industries with 70% of processing being concentrated in large scale processing plants,

· income per capita of those employed in agriculture not lower than national average,

· population employed in agriculture close to 6%,

· sustainable development of crop production in order to provide basis for production of animal products,

· All managers of agricultural enterprises and private farmers possess at least first level of agricultural education.

Forest Policy

In April 1998 the Cabinet of Ministers of the Republic of Latvia approved the Forest policy, which was elaborated as consensus between all parties interested in forestry. 

Main objective of the forest policy is sustainable management of forest. 

In the context of forest policy, sustainable management means management of forest and forest land in order to preserve biological diversity, productivity, renewal potential, vitality and potential to provide ecological, economical and social functions at national and global level at present and in future, as well as to avoid threat to other ecosystems (Helsinki resolution No.1).

In all forest common management principles shall be applied.

Environmental protection objective of the Forest policy is to preserve and maintain the biological diversity. 

Social objective is to counterbalance interests of society and forest owners in order to utilise social value of the forest and develop employment in forestry sector.

Whereas ecological and social conditions, as well as maximum added value is met, economic objective is to ensure sustainable development and profitability of forestry. 

State has embarked implementation of principles defined by the Forest policy. Cabinet of Ministers has decided to delegate management of state forests to State stock company Latvian State Forests, which will be established not later than January 1, 2000. Therefore State will be able to control the economic results of its property. The Latvian State Forests will be responsible for preservation and increasing the value of the property.

State Forestry Service will carry out monitoring on how the law is observed in all forests irrespective of the kind owner. Second most important function will be implementation of long-term state support by providing management information and advice to forest owners.

Forestry Development Fund

Cash flows from the management of State forests are formed in accordance with the Law “On the Realisation of Income from Forest Resources”. This provides that income from the realisation of State forest resources forms the Forestry Development Fund (FDF). Its task is, in accordance with its by-law, to finance both the management of State forests and the control and supervision of the management of all forests, and support private forest owners.

The State Forestry Service manages FDF. Production of tree seedlings is subjected to State forestry service, which covers large part of costs (e.g. seedling plantation, cone dryers etc.) for growing tree seedlings in tree nurseries. State Forestry and Hunting Inspection and State Control carry out financial control of FDF.

From the FDF is financed the farming of forest seedlings (seedling plantations, cone dryers, etc.), which are given free of charge to forest tree nurseries. Thus FDF financing of the farming of forest seedlings is seen as support from the State budget (the FDF is a separate component of the State budget).

Future prospects of forest policy

Future prospects of forest policy are mainly related to sustainable forestry, which can be characterised by following: 

· market economy and free competition in forestry, which is based on adequate legislation and minimum state involvement in management of forests,

· market set cash-flow, in order to maintain sustainability of forestry,

· high biological diversity, which is achieved by preservation of biotopes, approximating management to natural processes, assessment of the impact on environment and state on environment, as well as maintenance procedures,  

· safety of work and high qualification, which is stimulated by sustainable and favourable environment of entrepreneurship,

· high level of timber utilisation by way of wider environmentally friendly utilisation of material, further utilisation of wood-cuts for processing and production of plates, cellulose, energy etc., as well as adequate tax policy and other motive powers,

· Increasing forest area based on afforestation of land, which is not used for agriculture and other purposes.

Fisheries Policy

In the years 1997-1998, two national development programmes for the fisheries sector were elaborated in order to determine the priorities of the sector in the future, observe the development of market trends, increase possibilities of preserving working places, as well as ensuring full and sustainable utilisation of local natural resources, intellectual potential and the possibilities provided by the infrastructure of the coastal fishermen’s villages. These programmes are:

· The Baltic Sea and its Coastal Waters Fishing Fleet Development programme (1998 - 2000), and

· Fish Processing Industry Development programme (1998 - 2000).

The Cabinet of Ministers conceptually approved the above-mentioned programmes in the July 1998. 

The programmes provide measures for the modernisation of the fishing fleet and the fish processing industry, which should facilitate and increase the effectiveness and competitiveness of enterprises, allow full utilisation of Latvia’s available fishing quotas and the production of competitive fish products for the internal and international markets, increase the quality of fish products offered on the market, stabilise the markets, facilitate the competition in the local market thus creating additional entry into existing markets and developing new export markets and facilitating further integration of Latvia into the EU.

In 1999, 661 290 EUR in the form of state aid (subsidies) is provided for the following objectives in the development of fisheries:

· construction and modernisation of fishing boats, motorboats, acquisition of fishing gear for inland and the Baltic Sea coastal fishing,

· acquisition, construction and modernisation of fish storage equipment for inland and the Baltic Sea coastal fishing,

· preparation of fishing vessels in conformity with EU quality and hygiene requirements, introduction of new fishing technology - acquisition of navigation, fish finding and satellite communication system,

· preparation of fish processing enterprises in conformity with EU quality and hygiene requirements, acquisition and adjustment of technological and quality control equipment, facilities, and

· Introduction of aquaculture technologies conforming to international requirements.

Objectives of the plan

In accordance with article 1 of the Council Regulation (EC) No 1268/1999
 Community support is provided for support of sustainable agriculture and sustainable rural development measures for the pre-accession period for Latvia. General objectives of the Support for Pre-accession Measures Agriculture and Rural Development in Latvia are:

· harmonisation of EU legislation relating to the restructuring of agricultural and rural development, 

· adaptation of sustainable agriculture, forestry and fisheries,

· Development of capacity to absorb EU Structural Funds upon accession.

The priorities of the SAPARD plan are in accordance with the Latvian National Programme on Integration into the European Union (NPIEU), Accession Partnership guidelines and other strategic documents of the integration process. The plan is reflects also weaknesses identified by the European Commission in its Opinion regarding the restructuring of Latvia’s agricultural sector. The selected priorities conform to Accession partnership and NPIEU priority measures, such as the promotion of rural structural restructuring, development of a sustainable and competitive agriculture, as well as the modernisation of the food product processing sector, the harmonisation of acquis and the development of administrative capacity. 

The development and implementation of the SAPARD rural development plan, as proposed in this plan, takes into account the principles of integrated rural development, local initiative and subsidiarity. These are aimed at facilitating harmonious rural development, creating a balance between rural private and public initiatives and co-ordinating them with trends in the global perspective.

Specific objectives of the plan are:

· the facilitation of the competitiveness of Latvian produced products, in the internal and external markets,

· the facilitation of increases in income of agricultural enterprises and technological modernisation,

· the development of non-agricultural entrepreneurial activities and new forms of employment, which create new work places and increase the income of rural inhabitants, thus reducing migration from rural areas to the cities,

· the development of environmentally friendly and sustainable agriculture, forestry and fisheries, and

· Approximation of rural and city infrastructure, standards of living and capital investments in rural areas to those in urban areas.

4. Profile of current assistance 

Foreign Technical Assistance Projects 

Between 1994 and 1998 total foreign technical assistance to agriculture, rural development and land reform in Latvia was 41.4 MEUR. This assistance came from Phare, bilateral aid programmes, multilateral aid programmes and the resources of private aid agencies (e.g. the Soros Fund)

Phare

The Phare programme in Latvia commenced in 1992 as the main structure for channelling EU technical assistance to the country. In 1997 following the publication of Agenda 2000, the policy document in which the EU outlined its policy towards enlargement, the Phare programme was explicitly oriented towards the preparation of Latvia, and the other applicant countries, for membership of the EU. In the agricultural sector, commitments by Phare between 1990 and 1999 amounted to Euro 24 million. For this period, total technical assistance for agriculture and land reform amounted to 41.45 MEUR Phare accounted for 15.2 MEUR of this assistance.

The main emphasis of Phare in this sector has been to assist privatisation of agro-food industries and land. In the latter case, the land registration and titling system has attracted particular attention. Other priorities are veterinary and phyto- sanitary standards and systems which have tended to be below those required in the EU, institutional strengthening of the Ministry of Agriculture and its specialised agencies and services (e.g. the border inspection services, the agricultural advisory service): and approximation of legislation relating to food and agriculture. Food, fishery and wood processing industries have also benefited from projects aimed at modernising equipment, management and quality standards.

Phare assistance which is of particular relevance to the areas included in Section Eligible measures of this Programme include:

Agro-food (Agro-food processing, restructuring, marketing, quality control, Support to privatisation of agro processing, Food quality control at sector level, Food quality control at national and sector level, technical support to food quality control and regulation at national and sector level, Support to private fisheries). These projects have helped to increase productivity, improve marketing and raise quality standards. The projects have also encouraged privatisation, investment and joint ventures with foreign investors. Legislation has been improved and training and equipment provided for the health inspection service.

Forestry industry (Technical support to private forest owners, Institutional support to private forestry). These projects helped to establish private associations of forest owners provided technical assistance to them and demonstrated methods of profitable wood processing. Support has also been given for equipment and training in seed inspection and for certification procedures in accordance with EU requirements.

Assistance to Farmers (Support to the Latvian Agricultural Advisory Centre, Technical assistance to private farm business development. Support to agricultural finance organisation). Projects have been completed to develop the Latvian Agricultural Advisory Centre as a modern centre of advice, training and consultancy to farmers and small entrepreneurs in rural areas. The service is now capable of giving services throughout the country in all aspects of farming and farm management. The Service has also been helped to develop a capacity to fund itself from fees charged to its clients. 

Rural Development (Support to Diversification of the Rural Economy) This project started in 1998 and is still going on. It is aimed at exploring means of promoting the diversification of the rural economy in five pagasts in the less developed parts of Latvia. Local groups have been animated to draw up priorities for the development of their areas and farmers and small entrepreneurs have been given training in business management. Grants of equipment, and grants towards the cost of buildings will be given to farmers, rural entrepreneurs and local groups.

· Capacity Building in the Context of SAPARD (Assistance for capacity building of management of pre-accession funds, Special Preparatory Project, Institutional development in support of Latvian agriculture) In the current year two Phare projects will be implemented aimed at strengthening the capacity of the Ministry of Agriculture to distribute SAPARD funds. This includes assistance with the preparation of procedures for managing SAPARD funds, including training and a Special Pilot Project to give grants to farmers and rural entrepreneurs in three assisted districts. 

Development of Rural Credit (Support to agricultural finance organisation) In support of a World Bank credit, a Phare project helped to develop an agricultural credit organisation, through training personnel which later were able to knowledgeably operate in the field of credit extension including credit assessment and recovery. In 1997, the State Joint-stock Company (SJC) “Laukkredits” joined with SJC “Hipoteku UN Zemes Banka” (now Hipoteku Banka”).

Other Foreign Technical Assistance

While Phare is the largest single source of technical assistance to the agricultural sector, there are also a number of bilateral aid programmes, which between them exceed the EU assistance. As noted above, in the period 1994-98 about 41.45 MEUR was donated to the agricultural and land reform sector of which the EU accounted for 15.2 MEUR and the bilateral aid for 26 MEUR. The largest bilateral donors are Denmark, Sweden and Germany. The projects funded by these countries have tended to complement those funded by the EU and include support for the Latvian Agricultural Advisory Centre forestry, fisheries, land reform, food quality and vocational training. 

Table 18 Phare projects

Phare Projects

Sector
Title of Project
Amount of EU Aid (Euro 000s)
Planned Start and Finish Dates

Institutional Support
Support to Project Management Unit, co-ordination of Phare projects, investment and training
830
94.03/98.03


Institutional development in support of Latvian agriculture
1 800
97.11/99.11


Assistance for capacity building of management of pre accession aid
73
99.01/99.03


Special Preparatory Project
(Not yet started)


Technical Assistance to the approximation of Latvian legislation to that of the EU
1 600
98.12/99.12


Accordance of EU and Latvian legislation
(Not yet started)

Human, Animal and Plant Health
Multistate project in veterinary diagnosis and control programme
3 500
97.10/99.10


Support for phyto-sanitary services
340
98.11/99.12


Support for veterinary services in co-operation with Ministry of Welfare
(Not yet started)


Implementation of customs inspection in accordance with EU standards
106
98.03/99.06


Implementation of customs inspection in accordance with EU phyto-sanitary standards
109
98.03/98.09


Support for animal identification system in accordance with EU standards
120
98.05/99.03

Aid to Farmers
Support to the Latvian Agricultural Advisory Centre
845
95.07/96.08


Consultancy and fodder demonstration
400
95.07/96.08


Technical Assistance to private farm business development
700
95.10/96.09


Support to agricultural finance organisation
590
94.09/97.04

Agro-food industries
Agro-food processing, restructuring, marketing, quality control
950
96.02/96.03


Support to privatisation of agro processing
700
96.02/96.08


Food quality control at sector level
200
95.02/97.08


Food quality control at national and sector level
1 200
97.01/99.11


Technical assistance to support food quality control and regulation at national and sector level
1 800
97.01/99.11

Fisheries 
Support to private fisheries
400
96.03/97.04

Forestry
Support to private forest owners
400
96.03/97.10


Institutional support to private forest owners
409
98.10/99.12

Land Privatisation
Technical support to land privatisation and registration
2 600
96.10/98.09

Rural Development
Support for diversification of the rural economy
1 200
98.01/99.09











In addition to bilateral aid there is also aid from multilateral agencies but in the agriculture and land reform sector, this aid is small. However, there has been one substantial World Bank agricultural loan, which has been completed, and a second loan for rural development is now under way. This loan contains a special credit for small-scale rural enterprises. The loan agreement also incorporates some technical assistance for land reform and rural business development.

Table 19 Foreign Assistance for Agriculture and Land Reform in Latvia



Donor
Agriculture
Land Reform
Total

EU
8 919
455
9 374

EU Member States




Germany
3 560

3 560

Denmark
4 213
303
4 516

Finland
183

183 

Italy
1 268

1 268

Sweden
4 991
1 038
6 029

Sub Total
14 215
1 341
15 556

Other States




Canada
225

225

Norway
150
20
170

Sub Total
375
20
395

Multilateral
181

181

UN/UNDP

29

29

Nordic Council of Ministers
117

117

Sub Total
327

327

Grand Total
23 836
1 816
25 652

National Support for Agriculture and Rural Development 1994-1999

Commencing in 1994, Latvia started to use subsidies as an instrument for the realisation of agricultural policy. The objective of the subsidies was to develop the depressed seed cultivation and breeding in general. In the time period from 1994 to 1996, the subsidies were paid in the form of direct and indirect payments (Table 20).

During 1994 to 1996 direct subsidies have been mainly paid for increased quality of resources and securing of raw materials for processing enterprises including:

· for seed variety plantings and sale of seed varieties,

· for sale of flax and potatoes for processing (from 1995),

· for the development of healthy and high quality herds (cattle breeding, pig breeding, horse breeding and sheep breeding) on the basis of  premiums per animal, and

· For the sale of young cattle for processing.

Indirect subsidies were directed to scientific development, development of seed cultivation, facilitation of selection work (from 1996) and improvement of quality in milk processing enterprises.  As co-financing investment in this time period was the purchasing of breeding material abroad, with the objective of improving the quality indicators of Latvian herds.

Table 20 Structure of the subsidies for the time period from 1994 to 1998

Year
Investment co-financing for producers
Facilitation of access to credit (Credit Guarantee Fund)
Direct payments to agricultural  producers
Indirect payments
Total 

Thou EUR


Thou EUR
%
Thou EUR
%
Thou EUR
%
Thou EUR
%


1994
377
5.3
0
0
5 284
74.1
1 466
20.6
7 127

1995
400
3.1
0
0
10 384
79.3
2 303
17.6
13 087

1996
347
2.3
0
0
10 900
73.4
3 611
24.3
14 858

1997
1 505
9.3
806
5.0
9 826
60.7
4 055
25.0
16 192

1998
14 210
51.4
1 297
4.7
7 692
27.8
4 426
16.0
27 624

Fundamental changes to the structure of subsidies were introduced in 1997, when the credit guarantee fund was established. For a subsidy for facilitating access to credit, 5% of the total state subsidy were allocated. Investment co-financing subsidies increased, and in addition to imports of breeding material, there were subsidies for technical and technological modernisation and renewal of seed material from foreign selected varieties. In the direct subsidy category fundamental changes were not observed. In 1997 also, subsidies for sugar beet planted areas and price subsidies for malt barley production were introduced. In addition to scientific development, development of plant breeding and facilitation of plant selection subsidies were introduced. In 1997 in the form of indirect payments for the partial extinguishing of the interest on credit for the purchase of grain by processing enterprises and the dissemination of scientific and technical progress. 

In 1998, more than one half of the subsidies was directed to investment co-financing. In addition to the practice in 1997, subsidies were introduced for the technical culture and agro-technological amelioration of the soil, non-traditional sector support and the establishment of good agricultural practice farms. 

In 1998, in comparison with previous years, excluding direct subsidies for sugar beet areas and reducing the scope of direct payments the rest of the measures direct subsidies to producers decreased both relatively and absolutely. In turn, indirect payments have slightly increased absolutely, with changes to their structure and size of subsidy. It is important to note that in 1998, the subsidisation of farmer education was commenced (preparation of informative materials and organisation of lectures) and subsidies will be provided for the development of a unified animal register.

In accordance with the Agriculture Law, the total amount for subsidies in 1999, will be 31 247 900 EUR, which is expected to be divided among the following 12 programmes:

· technical culture and agro-technological amelioration of  the soil,

· development of agricultural production and technological modernisation,

· development of cattle breeding,

· development of seed production,

· storage and production of high quality products,

· support for the rural environment,

· education of farmers,

· credit guarantee fund,

· reducing risk plantings,

· afforestation of unusable agricultural land and cultivation of planting materials,

· development of fish farming, and 

· Partial extinguishing of the short-term credit interest percentage taken for rural work.

The expected allocation of the subsidies for 1999 by objective can be seen in Table 21. 

Table 21 Indicative allocations of subsidies in 1999 by objective in thou EUR

Objective of subsidy
Amount of subsidy Thou EUR
Per cent of Total

Agricultural technology modernisation
9 140
29.3

Crop farming
4 144
13.3

Livestock farming
7 852
25.1

Development of the rural environment and non-traditional sectors
1 000
3.2

Vocational training
616
2.0

Production risk insurance
484
1.5

Preservation and improvement of soil fertility
2 177
7.0

Other objectives
5 834
18.7

Total
31 248
100.0

Comparing the amounts of subsidy, which were paid in the time period from 1994 to 1998, a fundamental increase can be seen. The amounts paid during this period increased 3.9 times. The increase in subsidies from 1994, compared to the planned amount for 1999, is 4.4 times

National assistance programmes from 2000 

The main guidelines of agricultural policy development for the next period will be elaborated taking into consideration the Concept of Use of Agricultural Subsidies for 1998-2002. This concept complies with the guidelines defined in the SAPARD program. 

It is projected that state aid will be allocated for following:

· Improvement of soil:

· maintenance and improvement of amelioration systems,

· liming,

· setting-up aid,

· land purchase,

· purchase of breeding stock,

· Establishment of perennial plantations. 

· Development of animal production (maintenance and improvement of animal register, market regulation etc.) 

· Development of crop production (purchase of certified seed, intervention grain etc.)

· Co-financing for foreign assistance projects,

· Training of farmers

· Credit guarantees fund

· Development of fisheries etc.

5. Eligible measures

Under this programme following measures are eligible:

· Measure 1.1 Modernisation of agricultural machinery, equipment and construction
· Measure 1.2. Afforestation of agricultural Land
· Measure 1.3 Land reparcelling 
· Priority 2: Improvement of agricultural and fishery product processing and marketing
· Priority 3: Development and diversification of economic activities providing alternative income
· General Rural Infrastructure Development
· Modernisation and reconstruction of hydrotechnic equipment in polders
· Environmentally Friendly Agricultural Methods
More details are given in Annex II and Annex III.

6. National legislation applicable

Public procurement

In context of this programme public procurement relates to all projects where the beneficiary is public authority (self-government or state institution), e.g. rural infrastructure. Every budget entity (administration or agency receiving funding from budget sources) and local government is responsible for its own procurement.

Legal Framework

The Law on Government and Municipal Procurement came into force on January 1st, 1997. Four Cabinet Regulations were adopted on the basis of this law in March 1997:

· Reg. No 98, Regulations on tendering and competitions for Government and Municipal procurement,

· Reg. No 99, Regulations on Government and Municipal procurement using the method of request for quotations,

· Reg. No 100, Regulations on the record of procurement proceedings,

· Reg. No 101, Regulations on the complaint procedure relating to Government and Municipal procurement.

The Law on Government and Municipal Procurement and related regulations set the legal framework for public procurement in so called classical sector in Latvia. They define the procuring entity, describe public procurement procedures, specify general contents of public procurement contracts and settlement of records, provide procedures for resolving disputes, and fix responsibilities of each institution and person involved in procurement procedures.

According to the Law the term “Procuring entity” means a state institution or local government institution or any private enterprise if goods, works and services procured are fully or partially reimbursed by state or municipal funds.

Law provides that the following procurement procedures can be used:

· Open tendering (from 8 064 EUR),

· Request for proposals (two stage tendering),

· Single - source procurement,

· Request for quotations.

A revision of the existing law “On Government and Municipal Procurement” has begun driven by experience gained during two years of implementation of the Law. The main focus of the changes is directed towards improvement of compliance of the Law with the EU Directive 89/665/EEC. It is foreseen that the Law will be submitted to the Cabinet of Ministers in September 1999.

Administrative infrastructure

Responsibility was appointed to the Ministry of Finance by the decision of Cabinet of Ministers issued in March 1997.

Other responsibilities

Control by the State Audit Office: according to the Law, responsibility for “posterior” control lays with the State Audit Office.

Complaint Commission: according to the Law and Cabinet Regulations on complaint procedure, such commission was established to deal with claims submitted by bidders.

Judicial review: any decision taken by procuring entity can be contested in Court.

Changes in administrative infrastructure foreseen

The draft law “On Works, Supplies, Lease and Services Procured by Entities Operating in the Public Utilities Sector” introduces new administrative structure – Procurement Office as independent procedure-review body. The institution will have rights to suspend procurement procedures. The Cabinet of Ministers is committed to introduce such body before July 1999. 

Other legislation

Specific provisions provided by national legislation applicable to the implementation of the measures under this plan can be found in Annex IV.

7. Eligibility of expenditure for community funding

General selection criteria

Only the operations and projects carried out under the conditions set by the present Programme are eligible for Community assistance. 

All support for measures determined by this plan shall be in form of grants.

In order to be eligible for Community assistance, the measures implemented of the present Programme have to be in accordance with the guidelines of the Community’s policies and in particular with the Agricultural and Rural Development Strategy and the Objectives as set out in this plan. 

Unless otherwise specified in the present Programme, the rules laid down in Council Regulation (EC) No. 1257 of 1999 on support for Rural Development from the European Agricultural Guidance and Guarantee Fund (EAGGF) and in Council Regulation (EC) No. 1750 of 1999 on detailed rules for Rural Development from the European Agricultural Guidance and Guarantee Fund (EAGGF) shall apply correspondingly to the measures under the present Programme.

In the context of this plan rural area of Latvia consists of entire territory of Latvia, excluding cities (republic cities, district cities and towns except the rural territories of the latter) according to the Law on Administrative division of Latvia and town areas of towns with rural territories (See Figure 6).

Figure 6 Rural areas of Latvia (marked in white)
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All measures shall be implemented in the rural areas of Latvia, except for the following measures:

· Priority 2: Improvement of agricultural and fishery product processing and marketing shall be implemented in entire territory of Latvia,

· Measure 5.2: Preservation of Biodiversity and rural landscape and Measure 5.3: Reduction of agricultural run-off shall be implemented in defined pilot areas.

· Training Improvement shall be implemented in order to train beneficiaries.

Al measures shall be carried out from year the 2000 until termination of this plan, except for the Measure 1.3 Land reparcelling .

In order to receive support any legal body shall be registered in The Register of the Enterprises of the Republic of Latvia as a taxpayer and shall not have tax debts, as well as be compliant with minimum standards regarding the environment, hygiene and animal welfare. 

Detailed description of the measures is included in Annex II of this plan.

In the context of this plan any rural enterprise is one, which submits the project to be implemented in rural territory.

In the context of this plan any agricultural holding or private farm applying for support shall comply with following basic criteria:

· the owner of private farm or manager of an agricultural holding possesses at least first qualification of agricultural education
,

· for which agricultural production is the main source of income, i.e. at least 50% of total income is derived from agriculture
,

· Accounting records are kept. 

In the case of projects which do not have a direct return in form of profit and are of an environmentally- friendly nature, or which are direct investments in overall development of rural infrastructure, public co-funding may be supplemented by funding from respectively local governments’ budgets, Environmental Protection Fund, Environmental Investment Fund, Fisheries Fund or from other funds and programmes in the country. 

Specific selection criteria

The specific conditions for eligibility and selection criteria applicable to each of the measures under the present Programme are set out in the Technical Sheets in ANNEX II to this Plan.

For detailed rules governing specific rules for project selection refer to Regulation on Detailed Rules for Support under SAPARD Programme approved by the Ministry of Agriculture.

8. Financial plan, aid rates and rate of community contribution

Financial plan

Figures in all financial tables are based on EU Indicative allocation
 of 21.848 MEUR per year in 1999 prices.

The total financial cost of the implementation of the present Programme is estimated at 371 772 014 EUR. Projected expenditure by measure for the years 2000 to 2006 is detailed in the financial plan in Annex I. The figures in this plan for the individual measures are provided as a guide and are therefore only an indicative allocation. The total financial allocation of the EAGGF, Guarantee Section, is 162 424 223 EUR.

The financial summary is as follows:

Table 22 Financial summary table (2000 – 2006)


EUR

Total public expenditure 2000-2006, of which
215 212 096

National public funding:
52 787 873

EAGGF, Guarantee section:
162 424 223

Private funds:
156 559 918

Total eligible cost
371 772 014

The indicative financial allocations per year are as follows (EUR)
:

Table 23 Indicative allocations, incl. Technical assistance


Total public expenditure
National public expenditure
EAGGF Guarantee Section

2000
28 948 600
7 100 600
21 848 000

2001
29 527 572
7 242 612
22 284 960

2002
30 118 123
7 387 464
22 730 659

2003
30 720 486
7 535 214
23 185 272

2004
31 334 896
7 685 918
23 648 978

2005
31 961 594
7 839 636
24 121 957

2006
32 600 825
7 996 429
24 604 397

Total
215 212 096
52 787 873
162 424 223

Aid rate

In general for revenue generating investments, public aid shall amount to up to 50 % of the total eligible cost.

The average aid rate for the measures under this Programme as it appears from the Financial Summary above is 57.89 % as proportion of Total Pubic Expenditure of Total Eligible cost.

Rate of community contribution

For all measures, the contribution of the Latvian State and of the EU to public financing shall be 25% and 75%, respectively, except 

Technical assistance to the SAPARD programme
 measure, for which the rate of EU assistance shall be 100%.

9. Administrative and implementating arrangements

Implementing authorities 

The Ministry of Agriculture of Latvia is the co-ordinating body for the programme and it is responsible for implementation of the programme as the whole. The Rural Support Service will act as implementing agency of the programme as well as Paying agency according to the EU Regulation No 729/70 and No 1663/95. Regional and district departments of agriculture are subordinated under Rural Support Service as from January 1, 2000.  Apart of SAPARD Rural support service will take over a broad range of executive and implementation functions, including implementation of the national support for agriculture, i.e. actual payment and accounting for expenditure incurred. 

The Ministry carries out strategic and policy guidance (for more details see the respective sub-paragraphs and the implementing scheme). The Ministry of Agriculture, as well as other institutions represented on the Monitoring Committee, enjoys rights to initiate alterations in the SAPARD programme although decision on that is made with a qualified majority.

The SAPARD programme management is reflected in the Figure 1.

Figure 7 Management structure of the SAPARD programme 
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National Level Administration

Ministry of Agriculture

Ministry of Agriculture shall carry out following functions:

· Elaboration and co-ordination of the policy and logistics of rural and agricultural development,

· Co-ordination of the implementation of rural and agricultural development measures in Latvia.

Rural Support Service

The Cabinet of Ministers has established rural Support Service (RSP) on November 3, 1999 as a civil service institution. In this way structural and operational distinction between implementation and policy formulation functions is maintained. The Service will deal with administration of the public aid in the sector, as well as intervention and market measures in the longer run. RSP will perform technical monitoring, financial accountancy, control and inspection for the SAPARD programme (for details of administration of the SAPARD programme refer to Implementation Regulation). Regional agricultural departments will be an integral part of the RSP and under its direct supervision.

The basic functions of the Rural Support Service are the following:

· co-ordination and monitoring of the implementation of the SAPARD programme at national and regional level,

· final approval on granting support to agricultural and rural development projects (with detailed appraisal for the projects, which exceed 16 130 EUR),

· appraisal and approval of support to food-processing projects,

· processing of information at central level and reporting on progress to the Ministry of Agriculture, SAPARD Monitoring Committee and EU Commission,

Projects on certain investment categories shall receive prior conclusion of experts from the relevant structures of the Ministry of Agriculture (for details see technical sheets on administration).

National fund (State Treasury)

The National Fund system established for management of the Community assistance is operational from 6 April 1999. The establishment of the National Fund system is based on the Memorandum of Understanding signed between the Latvian Government and the European Commission in December 1998. National Fund is located in the State Treasury. The Treasury/National Fund will be responsible for the payments on contracts (as it is for the state budget), the accounting (analytical), and the financial reporting. The funds will be kept on bank accounts in the Bank of Latvia. The Treasury/National Fund operates under the supervision of a National Authorising Officer (the NAO) (Under-secretary of State, Ministry of Finance).

Local level Administration

Partnership Councils

In order to involve local authorities, non-governmental organisations and socio-economic partners and to observe the principles of decentralisation and subsidiarity in decision-making process on rural development projects within the framework of the SAPARD programme, the partnership Councils will be established. They will provide for the representation of local opinion in a project evaluation, and for co-operation among a wide spectrum of local and national institutions and groups. The basic function of the councils will be to formulate a motivated opinion explicitly on rural diversification and infrastructure projects as to their compliance with local needs and perspectives of development (projects falling under the agricultural and processing categories are not reviewed in Partnership Councils).

Partnership Councils will be established in regions at Regional Agricultural Departments. Partnership Councils shall include representatives of district authorities, agricultural departments and non-governmental organisations. Their chairman shall be elected by a simple majority vote. In decisions on specific projects, experts from relevant public and non-governmental organisations may be invited as advisors. The meetings shall take place twice a month or, when appropriate. The Councils shall have a consulting status (procedures for the Councils will be established by the Implementation Regulation). To raise efficiency of the Partnership Councils, regional agricultural departments shall carry out prior evaluation of the project’s eligibility (containing both technical and financial appraisal).

 Regional Agricultural Departments

In order to mobilise the local level administration, provide for a higher quality training and technical equipment as well as to achieve a unified implementation of SAPARD programs, Regional Agricultural Departments will be nominated for each of the regions referred to above. Project prior evaluation, checking of eligibility and primary data processing will take place at this level. Regional Agricultural Departments will also carry out local inspection (on-spot checks) for agricultural and rural development measures. Departments shall provide secretariats for Partnership Councils.

Reports on the implementation of the programme

Latvia shall submit annual reports to the Commission not later than the end of the first six months of the following year, which shall contain at least the information referred to in Article 36 of the Council Regulation (EC) No 1260/99
.

Rural Support Service shall report to the Ministry of Agriculture on implementation of the programme.

10. Monitoring and evaluation

A wide range of governmental institutions, local authorities, non-governmental organisations and socio-economic partners have been involved in setting priorities for programming of the SAPARD, both at local and central levels. In order to maintain further representation of interests and continuous co-ordination of the plan with the socio-economic development of the country, a special SAPARD Monitoring Committee will be established, which will facilitate monitoring of this programme and chaired by the Commission.

On the SAPARD Monitoring Committee will be represented the Ministries of Agriculture, Finances, Environment and Regional Development, the Economy, Education and Science, Welfare, the European Integration Bureau, the Union of Local Self-Governments of Latvia, as well as representatives of other social-economic partners. 

In order to ensure more regular evaluation of the programme at national level National Guidance Committee will be established led by the National Aid Co - ordinator.

Annex I Projected expenditure by measure

Table 24 Programme for Rural Development in Latvia funded by EAGGF, Guarantee section financial plan: Projected expenditure by measure for the years 2000 – 2006, EUR

Indicative allocations 2000-2006










Eligible priorities
Total cost
Public Expenditure





Private contributions
EIB/IFI Loans




Total Public expenditure
National public financing










EC participation, EAGGF
Total National
Central Government
Region
Others




1=2+8
2=3+4
3
4=5+6+7
5
6
7
8
9

Investments in agricultural holdings
106 541 407
58 425 854
43 819 390
14 606 463
14 606 463
  0
  0
48 115 553
  0

Improvement of processing and marketing of agricultural and fishery products
115 439 181
57 719 590
43 289 693
14 429 898
14 429 898
  0
  0
57 719 590
  0

Improvement of Rural infrastructure
53 599 994
38 981 814
29 236 360
9 745 453
9 745 453
  0
  0
14 618 180
  0

Diversification or Rural Economy
64 969 689
32 484 845
24 363 634
8 121 211
8 121 211
  0
  0
32 484 845


Methods designed to protect environment and maintain countryside
27 161 138
23 539 388
17 654 541
5 884 847
5 884 847
  0
  0
3 621 750
  0

Technical assistance
4 060 606
4 060 606
4 060 606
  0
  0
  0
  0
  0
  0

Total
371 772 014
215 212 096
162 424 223
52 787 873
 
  0
  0
156 559 918
  0

Financial distribution for Measure 1.1 Modernisation of agricultural machinery, equipment and construction, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
28.0%
6 117 440
2 039 147
8 156 587
16 313 173

2001
28.0%
6 239 789
2 079 930
8 319 718
16 639 437

2002
24.0%
5 455 358
1 818 453
7 273 811
14 547 622

2003
24.0%
5 564 465
1 854 822
7 419 287
14 838 574

2004
19.0%
4 493 306
1 497 769
5 991 074
11 982 149

2005
19.0%
4 583 172
1 527 724
6 110 896
12 221 792

2006
19.0%
4 674 835
1 558 278
6 233 114
12 466 228

TOTAL

37 128 365
12 376 122
49 504 487
99 008 974

Financial distribution for Measure 1.2. Afforestation of agricultural Land measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
3%
 655 440
 218 480
  0
 873 920

2001
3%
 668 549
 222 850
  0
 891 398

2002
3%
 681 920
 227 307
  0
 909 226

2003
3%
 695 558
 231 853
  0
 927 411

2004
3%
 709 469
 236 490
  0
 945 959

2005
3%
 723 659
 241 220
  0
 964 878

2006
3%
 738 132
 246 044
  0
 984 176

TOTAL

4 872 727
1 624 242
  0
6 496 969

Financial distribution for Measure 1.3 Land reparcelling measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
0%
  0
  0
  0
  0

2001
0%
  0
  0
  0
  0

2002
2%
 454 613
 151 538
 151 538
 757 689

2003
2%
 463 705
 154 568
 154 568
 772 842

2004
4%
 945 959
 315 320
 315 320
1 576 599

2005
4%
 964 878
 321 626
 321 626
1 608 130

2006
4%
 984 176
 328 059
 328 059
1 640 293

TOTAL

3 813 332
1 271 111
1 271 111
6 355 553

Financial distribution for Priority 2: Improvement of agricultural and fishery product processing and marketing priority, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
29%
6 335 920
2 111 973
8 447 893
16 895 787

2001
29%
6 462 638
2 154 213
8 616 851
17 233 702

2002
26%
5 909 971
1 969 990
7 879 962
15 759 924

2003
26%
6 028 171
2 009 390
8 037 561
16 075 122

2004
24%
5 675 755
1 891 918
7 567 673
15 135 346

2005
24%
5 789 270
1 929 757
7 719 026
15 438 053

2006
24%
5 905 055
1 968 352
7 873 407
15 746 814

TOTAL

42 106 780
14 035 593
56 142 374
112 284 747

Financial distribution for Priority 3: Development and diversification of economic activities providing alternative income priority, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
15%
3 277 200
1 092 400
4 369 600
8 739 200

2001
15%
3 342 744
1 114 248
4 456 992
8 913 984

2002
15%
3 409 599
1 136 533
4 546 132
9 092 264

2003
15%
3 477 791
1 159 264
4 637 054
9 274 109

2004
15%
3 547 347
1 182 449
4 729 796
9 459 591

2005
15%
3 618 294
1 206 098
4 824 391
9 648 783

2006
15%
3 690 659
1 230 220
4 920 879
9 841 759

TOTAL

24 363 634
8 121 211
32 484 845
64 969 689

Financial distribution for General Rural Infrastructure Development and Modernisation and reconstruction of hydrotechnic equipment in polders measures, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
15%
3 277 200
1 092 400
1 747 840
6 117 440

2001
15%
3 342 744
1 114 248
1 782 797
6 239 789

2002
15%
3 409 599
1 136 533
1 818 453
6 364 585

2003
15%
3 477 791
1 159 264
1 854 822
6 491 876

2004
15%
3 547 347
1 182 449
1 891 918
6 621 714

2005
15%
3 618 294
1 206 098
1 929 757
6 754 148

2006
15%
3 690 659
1 230 220
1 968 352
6 889 231

TOTAL

24 363 634
8 121 211
12 993 938
45 478 783

Financial distribution for Training Improvement measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
3%
 655 440
 218 480
 218 480
1 092 400

2001
3%
 668 549
 222 850
 222 850
1 114 248

2002
3%
 681 920
 227 307
 227 307
1 136 533

2003
3%
 695 558
 231 853
 231 853
1 159 264

2004
3%
 709 469
 236 490
 236 490
1 182 449

2005
3%
 723 659
 241 220
 241 220
1 206 098

2006
3%
 738 132
 246 044
 246 044
1 230 220

TOTAL

4 872 727
1 624 242
1 624 242
8 121 211

Financial distribution for Environmentally Friendly Agricultural Methods measure, Compensatory payments, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
2.5%
 546 200
 182 067
  0
 728 267

2001
2.5%
 557 124
 185 708
  0
 742 832

2002
5.5%
1 250 186
 416 729
  0
1 666 915

2003
5.5%
1 275 190
 425 063
  0
1 700 253

2004
9.5%
2 246 653
 748 884
  0
2 995 537

2005
9.5%
2 291 586
 763 862
  0
3 055 448

2006
9.5%
2 337 418
 779 139
  0
3 116 557

TOTAL

10 504 357
3 501 452
  0
14 005 809

Financial distribution for Environmentally Friendly Agricultural Methods measure, Projects, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
2%
 436 960
 145 653
 249 691
 832 305

2001
2%
 445 699
 148 566
 254 685
 848 951

2002
4%
 909 226
 303 075
 519 558
1 731 860

2003
4%
 927 411
 309 137
 529 949
1 766 497

2004
5%
1 182 449
 394 150
 675 685
2 252 284

2005
5%
1 206 098
 402 033
 689 199
2 297 329

2006
5%
1 230 220
 410 073
 702 983
2 343 276

TOTAL

6 338 063
2 112 688
3 621 750
12 072 501

Financial distribution for 

Technical assistance to the SAPARD programme
 measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
2.5%
 546 200
  0
  0
 546 200

2001
2.5%
 557 124
  0
  0
 557 124

2002
2.5%
 568 266
  0
  0
 568 266

2003
2.5%
 579 632
  0
  0
 579 632

2004
2.5%
 591 224
  0
  0
 591 224

2005
2.5%
 603 049
  0
  0
 603 049

2006
2.5%
 615 110
  0
  0
 615 110

TOTAL

4 060 606
  0
  0
4 060 606

Annex II Technical sheet per measure

Priority 1: Investments in agricultural holdings

Measure 1.1 Modernisation of agricultural machinery, equipment and construction of buildings

Serial number of the measure: 111 - 1, 3, 4, 5, 6, 9, 12

Rationale: 

By supporting the modernisation of agricultural machinery, equipment and buildings, the competitiveness of Latvian production in internal and external markets will be facilitated, as well as its ability to integrate into the EU market. Thereby the income of agricultural producers will be increased and the detrimental effect of agricultural production on the environment will be decreasing. 

One of the reasons of low productivity of the agricultural production is the outdated machinery inherited by producers after the privatisation of collective farms. The average age of tractors owned by farmers is 16 years. 38% of all tractors have been in use for more than 15 years, but only 18% are new-to 5 years old. Most part of the production buildings (60-65%) has been built 50-60 years ago. They are not only outdated, but also harmful to the environment and to their users, not meeting the requirements of working conditions. 

Links with Other Measures

The National Support Program for Agricultural Development provides support for the development of agricultural production with the objective of facilitating the development of competitive agricultural production.

The objectives of the Measure 1.1 Modernisation of agricultural machinery, equipment and construction are aligned with other programs. Within the measure Training Improvement agricultural producers shall have the opportunity to improve their knowledge, as well as acquire new expertise regarding modern agricultural production technologies. 

Objectives

The objective of the measure is to improve the structure of farming by investing in agricultural holdings. 

The specific objectives of the measure are:

· increasing quality in order to attain high quality and market competitive agricultural production ,

· reduction of production costs by introducing modernised, energy-saving production technologies,

· the improvement of productivity of farm labour, working conditions and labour safety, 

· the improvement of hygiene conditions and animal welfare, 

· preservation of the natural environment by reducing of environmental pollution from livestock buildings
, 

Scope of the measure:

· Modernisation of agricultural machinery and equipment,

· Construction and reconstruction of buildings.

Beneficiaries

· agricultural holdings (except those, which belong to the state),

· private farms,

· Enterprises for pre – processing projects.

Beneficiary selection criteria

See Implementation regulation

Financial provisions

Financial distribution for Measure 1.1 Modernisation of agricultural machinery, equipment and construction, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
28.0%
6 117 440
2 039 147
8 156 587
16 313 173

2001
28.0%
6 239 789
2 079 930
8 319 718
16 639 437

2002
24.0%
5 455 358
1 818 453
7 273 811
14 547 622

2003
24.0%
5 564 465
1 854 822
7 419 287
14 838 574

2004
19.0%
4 493 306
1 497 769
5 991 074
11 982 149

2005
19.0%
4 583 172
1 527 724
6 110 896
12 221 792

2006
19.0%
4 674 835
1 558 278
6 233 114
12 466 228

TOTAL

37 128 365
12 376 122
49 504 487
99 008 974



Eligible sum of the project, EUR:

· Min. 5 000

· Max. 180 000

Maximum rate of public funding shall not exceed 50% of the eligible project cost (55% if farmer applying for support is not older than 40 years).

Total eligible value of 3 projects within 6 years period shall not exceed EUR 540 000 per beneficiary.

Geographical coverage

This measure applies in the entire rural territories. 

Administration

Projects under this measure shall be submitted for appraisal and initial approval in regional agricultural departments.

Timetable

This measure shall be carried out from 2000 until the termination of this plan. 

Success Indicators

· Number of the approved projects implemented,

· Changes in the level of farm incomes,

· The number of young farmers (under 40 years) who have got additional aid for investments. 

Measure 1.2. Afforestation of agricultural Land

Serial number of the measure: 128

Rationale

As the result of the reduction of agricultural production, there is approximately 500 000 ha of abandoned agricultural land. 

This is a waste of potential production and in addition the quality of the rural landscape is degraded. Afforestation of this land would prevent the deterioration of the rural landscapes and provide valuable raw materials for the wood processing industry. 

Links with other measures

Training Improvement will give an opportunity to agricultural producers to acquire knowledge on issues, which are related to the afforestation of agricultural land.

Afforestation is also linked with the Environmentally Friendly Agricultural Methods(see below). As a result of afforestation, forest ecosystems will be created, which will ensure an increase in biological diversity, add to the ecological and countryside value and reduce the impact and pressure of agricultural activities on the existing forest ecosystems.

Objectives

· increase the useful utilisation of soil,

· prevent the overgrowing of agricultural land with tree and shrub species of low value,

· form the rural countryside,

· facilitate the creation of alternative job opportunities outside of agriculture,

· facilitate the development of private forestry, and

· Ensure raw materials for the future production of timber products.

Scope of the measure

· Planting of forest,

· Maintenance of afforested land for first 5 years after planting,

· Ensuring the provision of forest fire-safety zones, sources for taking water and  forest roads,

· Territorial planning of the afforestation.

Support shall not be provided for Christmas trees.

Beneficiaries

· Legal bodies,

· Land owners.

Beneficiary selection criteria

· Land is registered in Land register on beneficiaries name,

· Afforestation plan is approved by the State Forestry Service,

· Planting material is certified,

State forest and forest, which belongs to legal persons with state capital exceeding 50%, is excluded from support.

Financial provisions

Financial distribution for Measure 1.2. Afforestation of agricultural Land measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
3%
 655 440
 218 480
  0
 873 920

2001
3%
 668 549
 222 850
  0
 891 398

2002
3%
 681 920
 227 307
  0
 909 226

2003
3%
 695 558
 231 853
  0
 927 411

2004
3%
 709 469
 236 490
  0
 945 959

2005
3%
 723 659
 241 220
  0
 964 878

2006
3%
 738 132
 246 044
  0
 984 176

TOTAL

4 872 727
1 624 242
  0
6 496 969



Following maximum amounts of eligible support shall be applied:

· 950/1110
  for establishment,

· 60/8438 for maintenance.

Maximum rate of public funding shall not exceed 50% of the eligible project cost.

Geographical coverage

This measure applies in the entire rural territories.

Administration

Projects under this measure shall be submitted for appraisal and initial approval in regional agricultural departments.

The State Forestry Service will be additionally involved in project evaluation and monitoring.

Timetable

This measure shall be carried out from 2000 until the termination of this plan.

Success indicators

· Number of projects implemented,
· Financial amount invested,

· Total area afforested. 
Measure 1.3 Land reparcelling 

Serial number of the measure: 1302 - 1, 2

Objectives

By the consolidation of land in rural areas it is envisaged to improve the production and working conditions in agriculture and forestry, as well as in order optimise utilisation of the land. The implementation of this measure is expected to be postponed to a time when the concept of agricultural and forestry land consolidation has been adopted and the national legislative enhancements will be prepared, i.e. in 2002. 
Scope of the measure

Costs related to land consolidation, except for land cost.

Beneficiaries

· legal bodies,

· Land owners.

Beneficiary selection criteria

· Land is registered in Land book on beneficiaries name,

· Land reparcelling project is in accordance with territorial planning of the local self-government.

Financial provisions

Financial distribution for Measure 1.3 Land reparcelling measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
0%
  0
  0
  0
  0

2001
0%
  0
  0
  0
  0

2002
2%
 454 613
 151 538
 151 538
 757 689

2003
2%
 463 705
 154 568
 154 568
 772 842

2004
4%
 945 959
 315 320
 315 320
1 576 599

2005
4%
 964 878
 321 626
 321 626
1 608 130

2006
4%
 984 176
 328 059
 328 059
1 640 293

TOTAL

3 813 332
1 271 111
1 271 111
6 355 553



Maximum rate of public funding shall not exceed 80% of the eligible project cost.

Geographical coverage

This measure applies to entire rural territories.

Administration

Projects under this measure shall be submitted for appraisal and initial approval in regional agricultural departments.

Timetable

This measure shall be carried out from 2002 until the termination of this plan.

Success Indicators

· Number of the approved projects implemented,

· Financial amount invested, 

· Number of pieces of land consolidated, 

· Total area consolidated. 

Priority 2: Improvement of agricultural and fishery product processing and marketing

Serial number of the measure: 114

Rationale

This priority is closely related to the measures of farm investment priority, which are aimed at increasing the production of high quality agricultural products. Measures under this priority are aimed at ensuring that these products can be processed efficiently, thus improving competitiveness of the final product on domestic and export markets. In turn this will lead to stronger demand for Latvian food products and better prices for farmers. 

Investments have to be attracted in order to modernise the processing sector and to raise standards of hygiene, food safety and quality. This will then enable Latvia to increase value addition and to compete on international markets. This will also help integrate the Latvian agricultural and fisheries sector with EU policies. 

Links with other measures

The objectives of this priority are aligned with Priority 1: Investments in agricultural holdings. 

· The National Support Program for Agricultural Development provides support for the partial reimbursement of interest rates for potato processing enterprises and grain processing enterprises if credit is used for buying potato or grain, respectively, 

PHARE 2000 investment projects are envisaged to modernise the state laboratory system and establish the reference laboratories as well as furnish border control posts of the Sanitary Border inspection in order to carry out veterinary, phytosanitary and hygiene control according to EU requirements. 

Objectives

The main objective of this priority is the implementation of long-term structural transformations in the sector, and the development of a modern, high quality and flexible food processing industry. The implementation of this program will facilitate the competitiveness of food processing and integration of the industry into the EU, stimulating the production of primary agricultural products and increasing the level of farm incomes.

Secondary objectives of this measure are: 

· improvement the efficiency of the processing enterprises,

· Improvement of production hygiene conditions in accordance with EU and international requirements, 

· introduction of self - assessment system (HACCP) to ensure product quality and safety, 

· introduction of a quality grading system in accordance with EU requirements, differentiation of producer price according to the quality of raw materials,

· Improvement of the value of processed food products by increasing value addition introducing new brands and improving of marketing strategies. 

Priority shall be given to grants for the improvement of the processing and marketing of the following products:

· Milk,

· Meat (beef, pork, poultry meat), 

· Fishery products, and

· Fruits and vegetables.

Processing of other products shall also be granted to a limited extent.

Support in the fishery sector may not be granted for manufacturing products for other than human consumption, except for the processing and marketing of fish product waste and remains. 

Scope of the measure

· Modernisation of provision of raw materials,

· Acquisition of new technologies,

· Acquisition of processing waste utilisation techniques,

· Improvement of product packaging,

· Improvement of marketing,

Support shall not be granted to retail network.

Beneficiaries

Processing enterprises

Beneficiary selection criteria

· It processes raw material listed in Annex I of the Treaty establishing European Community,

· It conforms to the Regulations No. 130 of the Cabinet of Ministers of 14.04.98, “Hygiene Requirements in Food Circulation”. For fish processing projects enterprise conforms with requirements of Regulations No 89 of the Cabinet of Ministers of 17.03.1998 “Regulation on Health conditions, and the freshness and size criteria for the production and the placing on the market of fishery products",

· The enterprise has direct contractual relations with farmers for at least 50% of the total processed volume of raw materials, except for fish processing enterprises.

· The State Veterinary Service or other responsible control authority of the Ministry of Agriculture supervises the enterprise.

Financial provisions

Financial distribution for Priority 2: Improvement of agricultural and fishery product processing and marketing priority, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
29%
6 335 920
2 111 973
8 447 893
16 895 787

2001
29%
6 462 638
2 154 213
8 616 851
17 233 702

2002
26%
5 909 971
1 969 990
7 879 962
15 759 924

2003
26%
6 028 171
2 009 390
8 037 561
16 075 122

2004
24%
5 675 755
1 891 918
7 567 673
15 135 346

2005
24%
5 789 270
1 929 757
7 719 026
15 438 053

2006
24%
5 905 055
1 968 352
7 873 407
15 746 814

TOTAL

42 106 780
14 035 593
56 142 374
112 284 747



Indicative distribution of resources by sector, in per cent of total public funding

Milk processing sector
25

Meat processing sector
25

Fish processing sector
25

Vegetables and Fruit processing sector
12.5

Other sectors
12.5

Total
100

Eligible sum of the project, EUR:

· Min. 100 000

· Max. 500 000

Maximum rate of public funding shall not exceed 50% of the eligible project cost.

General costs, e.g. architects, engineers, consultants, studies, patents and licences can comprise of no more than 12% of the total eligible cost of the project.

Total eligible value of 3 projects within 6 years period shall not exceed EUR 1 500 000 per beneficiary.

Geographical coverage 

This measure applies to entire country. 

Administration

All projects under this measure shall be submitted to the Rural Structural Programmes Agency.

The National Board of Fisheries shall approve projects on fisheries industry.

Timetable

This measure shall be carried out from 2000 until the termination of this plan. 

Success Indicators

· Number of the approved projects implemented,

· Financial amount invested, 

· Number of slaughterhouses according to EU requirements,

· Number of processing companies with self - assessment systems (HACCP)

Fish Processing Indicators


1997
1998
1999
2006

Number of employees
9 385
9 003
6 500
8 400

Total produced  Thou EUR
156 710
144 761
101 613
178 226

Total produced per one employee,  Thou EUR
17
16
12
21

Total produced  thou tonnes
102 548
83 502
58 500
85 000

Priority 3: Development and diversification of economic activities providing alternative income

Serial number of the priority: 111 – 8, 10, 1307 – 1, 3, 4, 6, 7

Rationale

This priority shall have a major contribution to reducing rural poverty by providing alternative income sources and employment opportunities outside of agriculture. Viable network of small and medium sized rural enterprises specialised in service development and production with added value will be promoted under this heading. This should result in partly or complete smooth conversion of non-viable farming population to other type of rural businesses and reduce out-migration to the urban areas.

The measure includes two major directions of development of economic diversification:

· Non-traditional agriculture – support for production, which replaces or supplements existing agricultural activities. Start – up costs, relevant buildings, specialised technique and equipment may be supported. Environmental initiatives are complementary. Skills, relevant to the new activity undertaken are pre-condition, for which specialised training under Training Improvement measure can be applied. 

· Non-agricultural activities – support for rural development by way of developing rural tourism, rural services and other employment. 

Objectives

· to develop alternative occupations in rural areas promoting the emergence of new working places and the increase of income for the rural population,

· to facilitate the employment of the population outside agriculture, forestry and fisheries,
· To promote the harmonisation of living standard between the rural population and city population.
Scope of the measures

Providing of Services (except retail)

Services, which aim at improving the quality of rural life, could be supported through this measure. Assistance shall be concentrated on promotion and establishment of viable SME's in particular rural area. Agricultural services (e.g. machinery contracting) are eligible under this measure as well.

Development of crafts

Traditional craft activities to the country and region shall be supported through this measure. Marketing of this production shall also be eligible.

Rural Tourism

Rural tourism is one of the most prospective alternative sectors of entrepreneurial activity in rural areas, however, in most cases, steep increases in prices for the service have not been justified by quality increase.

Support shall concern primarily:

· Improvement of the infrastructure of rural tourism , in order to provide higher standard and diverse services.
· Improvement of accommodation standards for tourists, in order to ensure additional income for the farmer,
· Training in rural tourism for tourism entrepreneurs (including farmers) and for rural tourism consultants.
Development of Rural Information technologies

Grants may be provided to establishment and development of Information technologies for marketing of rural services and businesses. 

The growing of planting material for forests

Taking into account that provision of material for planting forests is at present inadequate, within this measure there is provision for the growing of seedlings in private tree nurseries for reforestation purposes.

Support may be granted for the setting-up of tree nursery (glasshouses, machinery purchase or modernisation).

Purchase of planting material shall be excluded from the support.

Other alternative forms of employment

The growing of medicinal herbs, commercial cranberries, mushrooms, freshwater crayfish and hemp and craftsmanship are the most widespread alternative forms of employment in Latvia. Besides that support may be granted to other alternative occupations outside the above mentioned. 

Beneficiaries

· Small and medium size enterprises (SME),

· Private farms,

· Professional associations for information technology projects,

· A self-employed natural person for projects aiming at establishment of new enterprise.

Beneficiary selection criteria

Beneficiary submits project to be implemented in rural territory, which is not in contradiction with local self-government’s spatial planning. 

Financial provisions

Financial distribution for Priority 3: Development and diversification of economic activities providing alternative income priority, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
15%
3 277 200
1 092 400
4 369 600
8 739 200

2001
15%
3 342 744
1 114 248
4 456 992
8 913 984

2002
15%
3 409 599
1 136 533
4 546 132
9 092 264

2003
15%
3 477 791
1 159 264
4 637 054
9 274 109

2004
15%
3 547 347
1 182 449
4 729 796
9 459 591

2005
15%
3 618 294
1 206 098
4 824 391
9 648 783

2006
15%
3 690 659
1 230 220
4 920 879
9 841 759

TOTAL

24 363 634
8 121 211
32 484 845
64 969 689



Eligible sum of the project, EUR:

· Min. 2 000

· Max. 50 000

Maximum rate of public funding shall not exceed 50% of the eligible project cost.

Total eligible value of 2 projects within 6 years period shall not exceed EUR 100 000 per beneficiary.

Beneficiary shall submit maximum one project within period of two years after submission of previous project.

Geographical coverage

This measure applies in the entire rural territories.

Administration

Projects under this measure shall be submitted for appraisal to regional agricultural departments, which shall forward them to the Regional partnership councils. Regional partnership councils shall make selection of projects for further approval in Rural Structural Programmes Agency.

Timetable

This measure shall be carried out from 2000 until the termination of this plan.

Success Indicators

· Number of the approved projects implemented,

· Income and employment levels in respective territories.

Priority 4: Improvement of Rural Infrastructure and Vocational Training

General Rural Infrastructure Development

Serial number of the measure: 1306 - 1, 3, 1309 - 1, 2, 5, 7

Rationale

It is necessary to improve the existing rural infrastructure in order to ensure effective and high quality agricultural production and rural economic diversification, reduce the migration of rural inhabitants to cities, ensure transportation between rural settlements, as well as to create better access to different services

Objectives

The main objective of the measure is to promote development of rural infrastructure in order to approximate quality of rural infrastructure to that in cities.

Scope of the measure

· Improvement of farm access roads,

· Installation and improvement of water-mains of production purpose,

· Support for alternative heating,

· Improvement of rural housing of historical or cultural importance.

Beneficiaries

· Legal bodies,

· Groups of legal bodies,

· Self – governments.

Beneficiary selection criteria

Beneficiary submits project to be implemented in rural territory, which is not in contradiction with local self-government’s spatial planning. 

Financial provisions

Financial distribution for General Rural Infrastructure Development and Modernisation and reconstruction of hydrotechnic equipment in polders measures, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
15%
3 277 200
1 092 400
1 747 840
6 117 440

2001
15%
3 342 744
1 114 248
1 782 797
6 239 789

2002
15%
3 409 599
1 136 533
1 818 453
6 364 585

2003
15%
3 477 791
1 159 264
1 854 822
6 491 876

2004
15%
3 547 347
1 182 449
1 891 918
6 621 714

2005
15%
3 618 294
1 206 098
1 929 757
6 754 148

2006
15%
3 690 659
1 230 220
1 968 352
6 889 231

TOTAL

24 363 634
8 121 211
12 993 938
45 478 783



Eligible sum of the project, EUR:

· Min. 5 000

· Max. 100 000

Maximum rate of public funding shall not exceed 50% of the eligible project cost (excluding co-financing of self-governments).

Additionally to public funding, self-governments can co-finance.

Geographical coverage

This measure shall apply in rural territories of Latvia.

Administration

Projects under this measure shall be submitted for appraisal to regional agricultural departments, which shall forward them to the Regional partnership councils. Regional partnership councils shall make selection of projects for further approval by the Rural Structural Programmes Agency.

Local self-government shall not participate in decision making process in partnership council in cases when the same local self-government is the potential final beneficiary. 

Timetable

This measure shall be carried out from 2000 until the termination of this plan.

Modernisation and reconstruction of hydrotechnic equipment in polders

Serial number of the measure: 111 - 7, 1308 - 1, 2, 4

Rationale 

Drainage in Latvia would be necessary for about 94% of the agricultural land. Besides the excess moisture, there are certain regions of more than 100 000 ha of agricultural land subject to flooding. Currently there have been 45 polders built and the drainage regime can be regulated only on about 45 000 ha. Modernisation of pumps and electrical systems is necessary to provide for a significant economy of electrical energy, reduce the repairing costs and the impact on the agricultural production.

This measure is related to Priority 1: Investments in agricultural holdings.

Objectives

· Increase effectiveness of use of agricultural land, 

· Provide timely performances of agricultural practices in optimum crop management terms,

· Increase the efficiency of polder pump stations.

Scope of the measure: 

Modernisation of pump stations

Beneficiaries

Enterprises

Beneficiary selection criteria

Enterprise has licence on hydrotechnic works

Financial provisions 

Financial distribution for General Rural Infrastructure Development and Modernisation and reconstruction of hydrotechnic equipment in polders measures, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
15%
3 277 200
1 092 400
1 747 840
6 117 440

2001
15%
3 342 744
1 114 248
1 782 797
6 239 789

2002
15%
3 409 599
1 136 533
1 818 453
6 364 585

2003
15%
3 477 791
1 159 264
1 854 822
6 491 876

2004
15%
3 547 347
1 182 449
1 891 918
6 621 714

2005
15%
3 618 294
1 206 098
1 929 757
6 754 148

2006
15%
3 690 659
1 230 220
1 968 352
6 889 231

TOTAL

24 363 634
8 121 211
12 993 938
45 478 783



Eligible sum of the project, EUR:

· Min. 10 000

· Max. 150 000

Maximum rate of public funding shall not exceed 80% of the eligible project cost.

Geographical coverage

This measure applies in the entire rural territories. 

Administration

Projects under this measure shall be submitted for appraisal and initial approval in regional agricultural departments.

Timetable

This measure shall be carried out from 2000 until the termination of this plan. 

Success Indicators 

Number of implemented projects, 

Financial amount invested,

Electrical energy consumption per unit of pumped water at the start and end of the project.

Training Improvement

Serial number of the measure: 113 - 1, 3, 5

Rationale

Professional training in rural areas will be targeted at retraining and/or increasing the economic expertise of the workforce which has been displaced from agriculture, farmers and rural youth with agricultural education, thus providing them with an opportunity to get involved in the non-agricultural sphere of activities. This will reduce the numbers of unemployed in rural areas and will improve the economic situation of farms. Another block of training will be connected with ensuring the observance in farms of product quality, environmental and animal welfare requirements, creating the prerequisites for the production of competitive and safe products.

The impact of this measure will be increased by support within the National Support Program for Agricultural Development program for farmer’s education (generation of information and extension publications, demonstration farms etc.) and State budget Education program.

Objectives

· To facilitate income generation for rural inhabitants from non-agricultural alternative employment with good prospects,

· To facilitate entrepreneurial initiatives at the pagast  level,

· To increase the competitiveness of products and their quality by developing production in conformity with environmental, hygiene and animal husbandry standards and 

· To improve enterprise and strategic management and planning skills of farmers and rural entrepreneurs.

Scope of the measure

Under this measure by way of beneficiaries of the Training Improvement measure shall train beneficiaries of other measures under this plan and their lecturers.

Reorientation to changes in production (from agricultural production to its alternative employment in rural areas):

· training courses on alternative entrepreneurship in rural areas and the generation of additional income, diversifying of farm activities, including rural tourism, growing of mushrooms, medicinal herb cultivation technologies, rural craftsmanship and other promising forms of entrepreneurial activity,

· Farmer groups in parishes for the generation of new, prospective entrepreneurial activities and projects for the parish,

· Afforestation courses for farmers who wish to afforest their agricultural lands, and

· Elaboration and implementation of fisheries and forestry training programmes.

Observation of Landscape Preservation and Environmental Protection Requirements, hygiene standards and Animal husbandry regulations in Production:

· The establishment of good agricultural practice demonstration farms observing environmental protection requirements, hygiene standards and  animal husbandry regulations in  every sector which is strategically important for Latvian agriculture: dairy farming, pig farming, grain production, horticulture, vegetable production,

· Training of farmers in land reclamation system care and maintenance,

· Training and information of farmers and rural entrepreneurs on the environmental requirements of the EU.

Management of “Economically Viable” Rural Enterprises:

· courses for farmers and rural entrepreneurs on production cost reduction and control, and  the possibilities of adding value to different products,

· training of farm and rural enterprise managers on profitable management and economic forecasting,

· training on economic accounting and utilisation of accounting data in the farm management process, and 

· Training of farmers, marketing groups, members of agricultural co-operatives on the marketing of agricultural products.

Product Quality Improvement 

· Product analysis of products produced by farms and agricultural enterprises, detection and prevention of “weak” points ( working with producer groups) in dairy farming, pig farming, grain production, horticulture, vegetable production and other sectors important to Latvia, and

· Training and information on EU quality standards for farmers and rural entrepreneurs and the opportunities of reaching them.

Other training

· other training contributing to achievement of the objectives of this plan is eligible

The schedule of sub-measures is in conformity with the general schedule.

Support should be given to measures that are related with the establishment and strengthening of institutions.

Beneficiaries

· Educational establishments,

· Non – government organisations,

· Non – profit organisations.

Beneficiary selection criteria

· Experience in the organisation of adult education in agriculture and/or rural development and implementation of projects,

· Permit issued by the Ministry of Agriculture to organise courses and other education measures.

Financial provisions

Financial distribution for Training Improvement measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
3%
 655 440
 218 480
 218 480
1 092 400

2001
3%
 668 549
 222 850
 222 850
1 114 248

2002
3%
 681 920
 227 307
 227 307
1 136 533

2003
3%
 695 558
 231 853
 231 853
1 159 264

2004
3%
 709 469
 236 490
 236 490
1 182 449

2005
3%
 723 659
 241 220
 241 220
1 206 098

2006
3%
 738 132
 246 044
 246 044
1 230 220

TOTAL

4 872 727
1 624 242
1 624 242
8 121 211



Eligible sum of the project, EUR:

· Min. 1 500

· Max. 15 000

Maximum rate of public funding shall not exceed 80% of the eligible project cost (excluding co-financing of self-governments).

Additionally to public funding, self-governments can co-finance.

Geographical coverage

This measure shall apply in entire territory of Latvia.

Administration

Projects under this measure shall be submitted for appraisal to regional agricultural departments, which shall forward them to the Regional partnership councils. Regional partnership councils shall make selection of projects for further approval by the Rural Structural Programmes Agency.

Timetable

This measure shall be carried out from 2000 until the termination of this plan. 

Success indicators

· Amount of projects implemented

· Number of trainees

· Number of trainers.

Expected amount of projects implemented 

Designation
Percent

Reorientation from farm production to  alternatives in rural areas)
20%

Observation of landscape preservation and environmental protection requirements, hygiene standards and animal husbandry regulations in production
20%

Management improvement of economically viable rural enterprises
30%

Product quality improvement
30%

Total
100%

Other Indicators

Designation
Reference year - 1998
Increase each year, receiving SAPARD financing

Training courses on alternative entrepreneurial activities in rural areas, number of participants
100
200

Training courses on environmental protection, number  of participants
700
200

Number of initiative groups in parishes
5 - 10
10

Number of demonstrations on environmental and animal protection issues
10
20

Number of participants in courses oriented towards economics
500
500

Number of farms with production in conformity with quality and the environmental protection requirements  of the EU 

3%

Priority 5: Environmentally Friendly Agricultural Methods

Environmentally friendly agricultural methods are an important instrument for realising the  "Environmental Protection Policy Plan for Latvia, 1995" and benefiting the implementation of the National Programme of Biological Diversity, the International Convention ratified by Latvia and EU Directives requirements. Implementation of such methods will create the possibility for farmers to manage their farms properly, from the environmental protection point of view, in sensitive areas where there are rivers and lakes, protected areas, and landscape typical for Latvia and territories subjected to erosion. 

Support measures have been selected in accordance with requirements of EU Council Regulation 2078/92 "On Agriculture methods compatible with the requirements of the protection of the environment and the maintenance of the countryside", EU Regulation No. 2092/91, directives 91/676/EEC, 79/409/EEC, 92/43/EEC and Annex III of HELCOM Recommendation.

A special Sub-Monitoring committee of 9 members will be formed in the Ministry of Agriculture to ensure monitoring of this priority and define the pilot areas where some of the measures shall be carried out. Representatives from governmental institutions and socio-economic partners will be represented on the committee.

General financial provisions

Financial distribution for Environmentally Friendly Agricultural Methods measure, Compensatory payments, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
2.5%
 546 200
 182 067
  0
 728 267

2001
2.5%
 557 124
 185 708
  0
 742 832

2002
5.5%
1 250 186
 416 729
  0
1 666 915

2003
5.5%
1 275 190
 425 063
  0
1 700 253

2004
9.5%
2 246 653
 748 884
  0
2 995 537

2005
9.5%
2 291 586
 763 862
  0
3 055 448

2006
9.5%
2 337 418
 779 139
  0
3 116 557

TOTAL

10 504 357
3 501 452
  0
14 005 809



Financial distribution for Environmentally Friendly Agricultural Methods measure, Projects, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
2%
 436 960
 145 653
 249 691
 832 305

2001
2%
 445 699
 148 566
 254 685
 848 951

2002
4%
 909 226
 303 075
 519 558
1 731 860

2003
4%
 927 411
 309 137
 529 949
1 766 497

2004
5%
1 182 449
 394 150
 675 685
2 252 284

2005
5%
1 206 098
 402 033
 689 199
2 297 329

2006
5%
1 230 220
 410 073
 702 983
2 343 276

TOTAL

6 338 063
2 112 688
3 621 750
12 072 501



Compensatory payments except for processing of organic farming products and on – farm demonstrations.

Eligible sum of the project concerning processing of organic farming products, EUR:

· Min. 10 000

· Max. 50 000.

Measure 5.1: Organic Farming

Serial number of the measure: 116 - 1 - 2

Rationale

Organic farming is one of the prospective sectors in agriculture, for it solves many issues related to environment, ecology and commercial production. By supporting organic farming it is possible to reduce the detrimental impact of agricultural technologies on the environment and improve the quality of the obtained product, because mineral fertilisers, pesticides, growth stimulators are substituted by natural organic and mineral substances and by appropriate crop rotation and management.

Objectives

· To facilitate the production of high quality products,

· To reduce environment pollution.

Scope of the measure

· Support for transition from conventional farming to organic farming for a period up to two years and support of organic farming,

· Improvement of the processing and marketing for organically produced products,

Beneficiaries

· Private farms,

· Agricultural holdings,

· Enterprises for projects concerning processing and marketing of organic farming products.

Beneficiary selection criteria

· Possesses a certificate of organic farming or organic farming transition certificate.

· Support for improvement of the processing of organically produced products shall be given to processing enterprises which are satisfying general and specific beneficiary selection criteria laid down for Priority 2: Improvement of agricultural and fishery product processing and marketing.

Financial provisions

See General financial provisions under Priority on Environmentally Friendly Agricultural Methods.

Geographical coverage

This measure shall be applied in rural territories. 

Administration

Projects under this measure shall be submitted for appraisal and initial approval in regional agricultural departments, except for processing and marketing projects, which shall be submitted to the Rural Structural Programmes Agency.

Timetable

This measure shall be carried out from 2000 until the termination of this plan.

Measure 5.2: Preservation of Biodiversity and rural landscape

Serial number of the measure: 116 - 1 - 4, 116 - 2 - 1

Rationale

In nature all species are closely interrelated and the disappearance of even one of them causes detrimental changes in the whole ecosystem. Biodiversity signifies the variability of all the living forms and it ensures long functioning of natural systems and increases the stability and productivity of ecosystems. Therefore it is one of the prerequisites of sustainable agriculture.

In accordance with the definition of Rio de Janeiro Convention on biodiversity, biodiversity is diversity in ecosystems, species and genetic diversity. Diversity convention’s significant part comprises the maintenance of wildlife, livestock and cultivated plants).

The maintenance of genetic resources of flora and fauna may prevent disappearance of rare animals of local breeds in danger of extinction, and may create the possibility of using economically valuable traits of these breeds by developing the existing and creating new breeds. 

Objectives

The objectives of support measures are the protection of biodiversity by maintaining the variability of ecosystems and their natural structures, habitat of wild species and especially important biotopes (wetlands, meadows and other elements of landscape). This will ensure the protection of wildlife migration corridors, decrease death of animals during farming on the fields, maintain and manage landscape diversity, as well as maintain genetic resources of flora and fauna typical for Latvia, including endangered breeds of local origin.

Scope of the measure

· Management of biologically valuable grasslands,

· Agricultural management methods, designed to protect landscape, valuable biotopes and to prevent the death of wildlife fauna,

· Preservation of valuable biotopes and diversity of landscape,

· Preservation of less – widespread varieties of fruit-trees, berry-bushes, forage crops, vegetables and breeds of poultry and livestock of local origin.

Beneficiaries

· Private farms,

· Land owners.

Beneficiary selection criteria

See the implementing regulation.

Financial provisions 

See General financial provisions under Environmentally Friendly Agricultural Methods.

Geographical coverage 

This measure shall be implemented in specific pilot territories determined by the Monitoring Committee of this measure.

Administration

Projects under this measure shall be submitted for appraisal to regional agricultural departments, which shall forward them to the Regional partnership councils. Regional partnership councils shall make selection of projects for further approval in Rural Structural Programmes Agency.

Timetable

This measure shall be carried out from 2000 until the termination of this plan.

Measure 5.3: Reduction of agricultural run-off

Serial number of the measure: 116 - 1 - 1

Rationale

Latvia's climatic conditions contribute to the leakage of plant nutrients, pesticides and other elements from the soil and this is intensified by the influence of agricultural technologies. In order to prevent the pollution of the Baltic Sea due to the agricultural runoff, agro-technical and land reclamation measures have to be taken.

Objectives

The objectives of these measures are to reduce the effects of soil erosion and pollution of water ecosystems by elements of plant nutrients and pesticides and to promote the introduction of sustainable production methods, and to benefit the self-purification of waters.

Scope of the measure

· Implementation of methods of optimisation of fertilisation and pest control designed to decrease agricultural run-off,

· Establishment and maintenance of protection zones along rivers and lakes, and in fields along draining ditches,

· Renewal of natural wetlands, small lakes, ponds and other water bodies.

Beneficiaries

· Private farms,

· Agricultural holdings.

Beneficiary selection criteria

See the implementing regulation.

Financial provisions

See General financial provisions under Environmentally Friendly Agricultural Methods.

Geographical coverage 

This measure shall be implemented in specific pilot territories determined by the Monitoring Committee of this measure.

Administration

Projects under this measure shall be submitted for appraisal and initial approval in regional agricultural departments.

Timetable

This measure shall be carried out from 2000 until the termination of this plan.

Technical assistance to the SAPARD programme

Technical assistance shall explicitly be targeted at raising efficiency of implementation of the SAPARD programme and at introducing complex of management instruments used in the EU. Technical assistance shall amount to 2.5 per cent maximum of the programme’s total cost and shall be aimed at the following components:

· Programme management and monitoring,

· Information and publicity campaigns,

· Evaluation and studies aimed at discovering potential and actual bottlenecks,

· Other technical assistance.

Financial distribution for 

Technical assistance to the SAPARD programme measure, EUR

Year
Of total SAPARD public financing
EU
Latvia
Private
TOTAL


%
EUR
EUR
EUR
EUR

2000
2.5%
 546 200
  0
  0
 546 200

2001
2.5%
 557 124
  0
  0
 557 124

2002
2.5%
 568 266
  0
  0
 568 266

2003
2.5%
 579 632
  0
  0
 579 632

2004
2.5%
 591 224
  0
  0
 591 224

2005
2.5%
 603 049
  0
  0
 603 049

2006
2.5%
 615 110
  0
  0
 615 110

TOTAL

4 060 606
  0
  0
4 060 606




Annex III Statistical indicators

Indicators

Index
Remarks

Utilised agricultural area/total area
%
39.02%
1998

Utilised agricultural area classified disadvantaged/total agricultural area
%



Gross value added at factor cost of agriculture/gross domestic product
%
7.2%
1997

Gross value added of agriculture per farm
Ls
1220
1997

Gross value added of agriculture per annual work unit
Ls
1586
1997

Net value added of agriculture/ Gross value added
%
92.6
1997

Net value added of agriculture per annual work unit
Ls
1290.7
1997

Crop products/final agricultural output
%
54%
1997

Animal products/final agricultural output
%
46%
1997

Agricultural employment/total employment
%
18.2%
1998

Annual work units per farm

0.77
1998

Agricultural holders> 55 years/total number of agricultural holders
%
53.6


Agricultural structures data




Utilised agricultural area
thou ha
2508.3


Utilised agricultural area classified disadvantaged




Gross value added at factor cost of agriculture
those Ls
201400


Gross value added at factor cost of agriculture per farm
Ls
1220


Final agricultural output
Thou Ls
409480


Crop products
Thou Ls
219278


Animal products
Thou Ls
190202


Agricultural employment
Thou
183
survey of 05.98

Annual working units in agriculture
Thou
127


Total number of agricultural holders
Thou
151.2


Number of agricultural holders> 55 years
Thou
81.0


Number of farms
Thou
165


Basic data




Area
km2
64589
01.01.1999

Population
Thou
2458.4
01.01.1999

Gross domestic product
Thou Ls
3211188
1997

Total employment (at the place of residence)(NACE)
Thou
1004
1997

Gross domestic product per inhabitant (NUTS III)
Ls.
1306
1997

Gross value added of agriculture/GDP(NUTSIII)
%
7.2%
1997

Gross value added of agriculture per agricultural employment
Ls
1119
1997

Total population of the communes of low density/total population of the region (NUTS III)




Total population of the communes of medium density/

total population of the region (NUTSIII)




Total population of the communes of high density/total population of the region (NUTS III)




ratio of population of 65 years and more/population of less than 15 years (NUTS III)

1/1.3


Active population/total population




Agricultural employment/total employment (NUTS III)
%
18.2
Survey 05.98

Rural development data




Gross value added at factor cost of agriculture




Total population of the communes of low density




Agricultural employment
Thou
183
Survey 05.98

Basic data




Total population (NUTS III)
Thou
2458.4


Gross domestic product (NUTS III)
Thou Ls
3211188


Total employment
Thou
1004


Total population over 65 years (NACE) (NUTS III)
Thou
351.4
01.01.1998

Total population of less than 15 years (NUTS III)
Thou
473.3
01.01.1998

Active population (NUTS II)
Thou
1176


Net migration (NUTS II)




Indicator

Index


Gross domestic product




Area
km2
64589
01.01.1999

Total population
number
2458403
01.01.1999

Population density
number/km2
38.1
01.01.1999

Migration




Total population




-under 35 years
Thou
1155825
01.01.1998

-from 35 years to 54 years
Thou
655081
01.01.1998

-55 years and over
Thou
647497
01.01.98

age group 65 years and over/ under 15 years




Agricultural employment over 55 years/total agricultural employment
%
27.3
Survey 05.98

Employment/total population
%
40.9
Survey 05.98

Employed inhabitants

1004300
Survey 05.98

incl. Young people (under 35 years)

348900
Survey 05.98

Unemployment

95200


incl. Young people (under 35 years)




Utilised agricultural area
thou ha
2508.3
01.01.98

- arable land
Thou ha.
1800.0
01.01.98

- perennial crops
thou ha
20.4
01.01.98

- grassland and pastures
Thou ha
677.9
01.01.98

- alluvial lands
Thou ha
no data
01.01.98

Forest areas
Thou ha
2883.8
01.01.98

Livestock numbers




- cattle
heads
434396
01.01.99

-milking cows
heads
242096
01.01.99

-pigs
heads
421113
01.01.99

-sows
heads

01.01.99

-sheep
heads
29386
01.01.99

-goats
heads
10492
01.01.99

-poultry
heads
3208836
01.01.99

Average farm size




Length of rural roads
km



Number of villages without centralised water supply




Number of villages without centralised sewerage system and sewage treatment




Number of villages without electricity




(number of farms without electricity)
Number
7296
Survey of Ministry of Agriculture 12.96

Number of villages without telephone communications




(Number of farms without telephone communications)
Number
26753
Survey of Ministry of Agriculture 12.96

Performance indicators (agricultural products, quality of rural infrastructure)




Active agricultural population/total active population 
%
29.5
Survey 05.98

Agricultural employment/total employment
%
18.2
Survey 05.98

Number of farms by holder's age groups




-under 35 years
Thou
9.8
1998

-35 to 54 years
Thou
60.4
1998

-over 55 years
Thou
81.0
1998






Gross domestic product per capita
Ls
1306
1997

Gross domestic product per capita in areas classified disadvantaged









Gross domestic product in agriculture/total gross domestic product
%
7.2
1997

Gross value added in agriculture (GP)
thou EUR
324 879


Gross value added in agriculture/gross domestic product
%
7.2


Gross value added per farm









Agricultural products




-plant products




-animal products




Other indicators




Food processing




Food processing ratio in total industrial output
%
8.4
calculation for 1997

Ratio of investments into food processing in total industrial investments
%



Ratio of food processing employment in total industrial employment
%
23.2


Gross value added per employee
Ls
8200


Ratio of gross value added in fixed capital




Annex IV National legislation

Investments in agricultural enterprises

· Cabinet Regulation No. 112 “General Construction Regulations”, adopted 1 April 1997,

· Cabinet Regulations No. 258 “Regulations regarding the certifying of buildings for exploitation” adopted 26 July 1997, and

· Construction Law

Afforestation

· Law “On Forest Management and Utilisation”, 

· Cabinet Regulation “Reforestation Regulations”,

· State Forestry Service Instructions “Reforestation Instructions”,  

· Cabinet Regulation “On the Transformation of Land”, and

· LR Standard “Forest Planting Material LVS 17-92”.

Improvement of agricultural and fishery product processing and marketing

· Law on Supervision of Food Circulation, 06.03 1998,

· Cabinet Regulations No. 130 “Hygiene Requirements in Food Circulation”,      14.04.1998, (93/43/ EEC),

· Cabinet Regulation No 329 “Veterinary regulations for the Slaughtering of  Animals and Acquisition of Slaughter Products in Small Capacity Slaughterhouses”,

· Cabinet Regulations No. 89 “Regulations on Hygiene Requirements for Fishery Products Production and Offering to the Market”, 17.03.1998 (91/493/EEC, 92/48/EEC, 94/356/EC).

Improvement of rural infrastructure and vocational training

· Energy Law,

· Latvian Rural Development Programme (1998),

· Territorial Development Plan Law (1998),

· Administrative Territorial Reform Law, and

· State National Construction Programme.

Training

· Education Law,

· Agriculture Law,

· Trade Education Law, and

· Professional Education Law ( 1999)

Environmentally friendly agricultural methodes

Organic farming

· Law "On Agriculture", 24.10.1996,

· Certification Standards of Organic Farming. Association of Latvian Organic Farming Organisations. 281 p., Riga, 1998,

· Law "On Food Circulation Procedures and Monitoring", 29.06.1995,

· "Code of Good Agricultural Practice" (Chapter 6, part 6.4), which is  in conformity with EU Council Directive 91/676 EEC "Concerning the protection of waters against pollution caused by nitrates from agricultural sources", Annex 2 and HELCOM Recommendations 19/6 requirements,  and

· Regulations of the Cabinet of Ministers "On Organic Farming" (in preparation)

Biodiversity

· Law "On Environmental Protection", 06.08.1991. (Amendments 22.05.1997),

· Law "On Specially Protected Natural Territories", 16.03.1993. (Amendments 22.05.1997),

· Law "Assessment of the impact on environment", 03.08.1998,

· Regulations of the Cabinet of Ministers No. 354 "General Regulations on the Utilisation and Protection of Specially Protected Natural Territories", 21.10.1997,

· Law "On Protected Belts" , 05.02.1997:

· Regulations of the Cabinet of Ministers on the State Environmental Monitoring, 16.12.1997,

· Regulations of the Cabinet of Ministers on General Protection and use of Specially Protected Nature Territories, 19.08.1997,

· Regulations of the Cabinet of Ministers "On Territorial Planning", 24.02.1998,

· "Code of Good Agricultural Practices", Chapter 7, 1999. Aligned with the requirements of Annex II, EU Council Directive 91/676 EEC "Concerning the protection of waters against pollution caused by nitrates from agricultural sources", and HELCOM Recommendations 19/6,

· Draft of Law "On species and habitats protection ", aligned with the requirements of the EU Birds Directive, and  Wildlife Species, and Habitats Directive,

· Convention on Wetlands of International Importance Especially as Waterfowl Habitat, Ramsar, 1971 (ratified in Latvia in 1995) ,

· Convention on International Trade in Endangered Species of Wild Fauna and Flora, Washington, 1973 (ratified in Latvia in 1996),

· Convention on the Protection of the Marine Environment of the Baltic Sea Area, Helsinki, 1974, 1992 (ratified in Latvia in 1994),

· Convention on the Conservation of European Wildlife and Natural Habitats, Bern, 1979 (ratified in Latvia in 1996),

· Convention on the Conservation of Migratory Species of Wild Animals, Bonn, 1979 (ratified in Latvia in 1999) ,

· Convention "On Biodiversity ", Rio de Janeiro, 1992, (ratified in Latvia in 1995) 

· Law "On Convention of 2 February, 1971,  on Wetlands of International Importance Especially as Waterfowl Habitat",05.041995,

· Law "On Helsinki Conventions of 1974. and 1992. on the Protection of the Marine Environment of the Baltic Sea Area ", 10.03.1994, 

· Law "On Washington Convention of  1973 on  International Trade in Endangered Species of Wild Fauna and Flora"03.04.1997,

· Law "On Bonn Convention of 1979 on the Conservation of Migratory Species of Wild Animals,"  25.03.1999,

· Law on the Conservation of Species and Habitats:

· "Birds Directive": Council Directive 79/409/EEC on the conservation of wild birds

· "Habitats Directive": Council Directive 92/43/EEC on the conservation of natural habitats of wild fauna and flora

Reduction of agricultural run-off

· Law "On Land Reclamation", 20.04.1993,

· Agriculture Law, 24.10.1996,

· Law "On Environment Protection", 06.08.1991 (Amendments 10.11.1994),

· "Code of Good Agricultural Practice", Chapter 5, 1999. In conformity with requirements of Annex II of EU Council Directive 91/676 EEC "Concerning the protection of waters against pollution caused by nitrates from agricultural sources" and HELCOM Recommendations 19/6,

· 1974 Helsinki Convention  "On Baltic Sea Environment Protection" ratified by LR Saeima in 1994,

· 1992 Helsinki Convention "On Baltic Sea Environment Protection", ratified by LR Saeima in 1994, and 

· Latvia has joined the HELCOM Convention (with relevant recommendations  (13/12 from 6.02.1992, 19/6 from 26.02.1998, 7/2 from 11.02.1986, 19/6 from 26.02.1998). 

· Law "On Helsinki Conventions of 1974. and 1992. on the Protection of the Marine Environment of the Baltic Sea Area ", 10.03.1994,

� Local authorities, agricultural departments, branch offices of the Latvian Agricultural Advisory Centre,


  Latvian Farmers Federation, rural non-governmental organisations and advisory councils took part in the Survey.


� EC regulation 1268/99 of 21 June 1999 on Community support for pre-accession measures for agriculture and rural development in the applicant countries of central and eastern Europe in the pre-accession period


� EC regulation 1257/99 of 17 May 1999 on support for rural development from the European Agricultural Guidance and Guarantee Fund (EAGGF) and amending and repealing certain Regulations


� EC regulation 1258/99 of 17 May 1999 on the financing of the common agricultural policy


� EC regulation 1260/99 21 June 1999 laying down general provisions on the Structural Funds


� In the context of this plan the rural areas of Latvia comprise the entire country excluding republic cities and district towns according to the Law on Administrative division of Latvia and town areas of towns with rural territories


� Main Economic Indicators January 1997, December 1997, August 1998, OECD, Paris 1997,1998 and Short-term Economic Indicators Transition Economics 4/1997, OECD, Paris 1998.





� 1 LVL = 0.62 EUR


� EFTA - European Free Trade Agreement


� The Gini index changes from 0 to 1. At the situation of an absolute equality in income distribution it is 0, in the opposite case it is 1.


� Source: Calculations of the Latvian State Institute of Agrarian Economics


� estimation


� prognosis


� Source: Calculations of the Latvian State Institute of Agrarian Economics


� 1 EUR = 0.62 LVL


� estimation


� prognosis


� Source Ministry of Agriculture, Annual Report 1999


� Source: Latvia University of Agriculture Land management department data


� Source: Latvian State Data Processing and Breeding Information Centre Ltd., August 1, 1999.


� Soil evaluation is done according to relative productivity, i.e. quantity of crop produce under average intensity and organisation level. (1 point = 3.71 LVL)


� Source - State Land Register


� HACCP – Hazard Analysis Critical Control Points 


� according the data of Association “Lauku celotajs”


� Source – Ministry of Agriculture


� IBRD – International Bank of Reconstruction and Development


� EC regulation 1268/99 of 21 June 1999 on Community support for pre-accession measures for agriculture and rural development in the applicant countries of central and eastern Europe in the pre-accession period


� UN / UNDP – United Nations / United Nations Development Programme


� under this programme it relates to rural infrastructure projects where public procurement procedures should be applied


� Which have passed agricultural professional examination according to Decree No. 348 issued by the Ministry of Agriculture on 13.11.1997.





� derived from the definition of agriculture in the Law on Agriculture


� According to the EC Decision on July 20, 1999 on Allocation of Agriculture and Rural Development assistance for pre-accession countries


� Flat inflation rate assumed of 2% per year


� EAGGF – European Agriculture Guidance and Guarantee Fund


� EC regulation 1260/99 21 June 1999 laying down general provisions on the Structural Funds


� EIB – European Investment Bank, IFI  - International financial institutions


� Building of new or the reconstruction of the existing manure and slurry storage facilities in accordance with EU Directive 91/676 “On Water protection from agricultural pollution” and HELCOM recommendations on farm manure and pollution runoff handling from livestock confinement buildings (13/11, adopted 6 February 1992).


� Different for deciduous and coniferous trees
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